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Introduction

The Ohio Department of Insurance (ODI) has requested Actuarial Resources Corporation of
Georgia (“the examiners”) to perform a special multi-state market conduct examination of the
premium structures applicable to and the underwriting procedures utilized with regard to the life
insurance business of Western and Southern Life Insurance Company (WSLIC or “the
company”). Such business (“reinsured business”) includes any life insurance business acquired
from another company as part of an assumption reinsurance agreement or as part of the
acquisition of the company itself. The purpose of this special exam is to determine whether, and
to what extent, the premium structures of the life insurance business in question contain or
contained variations which, in fact or in effect, reflect differentials based on the race of the
insured. This exam has been performed in accordance with any guidelines and principles
established for such exams by the NAIC Race Based Premium Working Group. Pursuant to
those guidelines and principles, the exam was a multi-state exam conducted on behalf of all
states but with particular coordination between the ODI and WSLIC’s other top four policy count

(year end 2000) states of Indiana, North Carolina, Illinois and Michigan.

The request of the ODI to perform a special market conduct examination in this area arose
pursuant to concerns raised by the National Association of Insurance Commissioners (NAIC)
that premium differentials in life insurance rates based on the race of the insured (in particular,
African-Americans) existed and/or continue to exist in the marketplace. The concerns expressed
were mainly with regard to blocks of business which had been issued many years in the past but

also involved the desire to determine whether the practice of varying life insurance premiums by



race continues to the present. Pursuant to the NAIC’s concerns, in 2000 the ODI initiated a
questionnaire directed to all domestic companies to determine which, if any, were or are
involved in the marketing of life insurance on a racially distinct premium basis. A similar
questionnaire had been propounded by several state insurance departments in 1988 (a copy of
WSLIC’s response to this survey is attached as Attachment 1). Based on the results of the ODI
questionnaire promulgated in 2000, as it applied to WSLIC’s direct business and its reinsured

business, a special market conduct exam which is the subject of this report was commissioned.

Overview and Scope of Project

The response of WSLIC to the 2000 ODI questionnaire referenced above (the initial response is
attached as Attachment 2.1, the revised exhibit as Attachment 2.2, and the supplemental response
as Attachment 2.3) indicated that, at some point in its history WSLIC or its predecessors in
interest or companies whose business it acquired, had marketed some of their life insurance
products using rates which explicitly distinguished between white and non-white insureds.
Accordingly, all of the companies’ (including companies whose business had been acquired or
reinsured by WSLIC) rate books were solicited from WSLIC, together with any other rate
documentation information, and those provided were reviewed to determine whether premium
rate differentials based on the race of the insured existed. This review included not only a search
for any rate differentials explicitly based on race, but also a review of any underwriting
classification mechanisms (standard, preferred, regular, substandard, etc.) in order to determine
whether statistically these had the effect of creating premium differentials according to the race

of the insured. It is important to note that we have relied on the personnel of WSLIC to provide



us with all rate books, other rate documentation, and all of the information contained in those
rate books and rate documentations. WSLIC has also provided the examiners with a description
of the information available on their data base with respect to death claims, maturities, and
surrenders of WPI and ordinary business. This information is shown in Attachment 2.4. The
examiners are pleased to report the cooperative and responsive nature of the representatives of
the company in conjunction with our work on this report. An affidavit, signed by an officer of

WSLIC, attesting to the relevance and completeness of the information provided is included as

Attachment 3.

When WSLIC became aware of the NAIC’s desire in 1988 to obtain information on the race
based pricing activities of life insurance companies, they voluntarily implemented an internal
program to first identify those industrial and ordinary policies in force with WSLIC that were
priced on a racially distinct basis and still in force on a premium paying basis. Once identified,
WSLIC provided an increased amount of insurance protection to these policyholders. The
amount was designed to provide insurance equivalent to that provided to a white insured under a
similar plan and premium rate. Premiums thereafter continued to be paid at the same level as
prior to the increase. The examiners noted that the policyholders themselves received no
notification of the increased amount of insurance protection. In addition, the program only
applied to policyholders still in a premium paying status with WSLIC and not to policies in force
as reduced paid up insurance or extended term insurance or to policyholders whose coverage was
no longer in force. Additional details regarding this adjustment program are covered later in this

report.



In 2000 and 2001, in response to the 2000 NAIC questionnaire in this regard, WSLIC
additionally enhanced all then in force industrial and ordinary policies issued with premiums
determined on a racially distinct basis. At that time, per unit nonforfeiture values were increased
for all policies with values based on a substandard industrial mortality table. Both base policy
benefits and paid up additions were enhanced to reflect coverages that would have been provided
had the policies been issued on a non-racially distinct basis. All affected in force policies were
included although the program did not apply retroactively, even in respect of those non-premium
paying policies that had been in force in 1988 and had surrendered, matured, or been paid out as
a result of the insured’s death since that time. Additional details regarding this adjustment

program are covered later in this report.

Reliances

As indicated previously in this report, this examination covers the pricing activities of WSLIC
(and its reinsured business) as they relate to life insurance. The term “life insurance” is not
restrictive and refers to life insurance sold by the companies under labels such as “industrial life
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insurance”, “monthly debit ordinary (MDO) insurance”, “burial insurance”, “vault insurance”,
“monument insurance”, “merchandise insurance”, “monthly intermediate ordinary (MIO)
insurance”, “monthly account ordinary (MAO) insurance”, “home service insurance”, and

“ordinary insurance”. The types of insurance covered are also not restricted to the marketing

methodology employed or to the particular type of insurance sales license under which the

product is or was marketed.



In preparing this report, we have relied on the accuracy and totality of the information requested,
as provided by certain WSLIC personnel. The information provided included but was not

limited to, the following:

1. Rate book information on the life insurance of WSLIC and its reinsured business.

2. Other rate documentation information as historically assembled by WSLIC, including

rate documentation for its reinsured business.

3. Policy file information for the policies chosen for sampling purposes.

4. Premium rate methodology documentation.

5. Various extracts provided on electronic media of WSLIC’s administrative databases.

6. Various policy forms, including applications.

7. Information in various forms on the extent and amount of any remedial action

implemented by WSLIC in respect of policies issued using premium rates determined on

an explicitly race-distinct basis.

8. Internal company memos and documents retrieved by Mr. Tom Neiswander,

Investigative Officer of the ODIL.



Limitations

In certain situations, limitations of one form or another precluded reaching a 100% accurate
conclusion regarding the race based pricing activities of WSLIC or the companies it had acquired

with respect to its life insurance business. Among these:

1. The passage of a substantial number of years between the present and the period when
WSLIC (or its predecessors in interest or companies whose business it acquired) had, or
potentially had, marketed life insurance policies with racially distinct premium rates.
Personnel have changed and files are not readily available. These older historical files

contain significantly less information compared to that available regarding presently

issued insureds.

2. The fact that WSLIC had, over the years, acquired numerous companies, either through
an assumption reinsurance arrangement or through acquisition of a company’s stock.
Rate book and pricing information obtained in respect of business acquired in this fashion
tended to be incomplete or unavailable and lacking in descriptions of the underwriting
approach used for the products. No pricing information was available to provide insight

into the mortality assumptions used, if any, in determining premiums.

3. The lack of any consistent and well documented relationships between plan codes used in

rate books and those contained on WSLIC’s administrative systems.



Details of Examination

WESTERN AND SOUTHERN LIFE INSURANCE COMPANY (WSLIC)

Pre-1957 Weekly Premium Industrial (WPI)

WSLIC began this period in 1888 as a stock company and ended it as a mutual company (1948).
The examiners reviewed all available WSLIC rate books used during this period of time to
attempt to determine any distinctions in rates or underwriting methodologies based on the race of

the applicant. In addition, policy forms were reviewed to determine whether nonforfeiture bases

varied by plan.

Seriatim listings were provided by WSLIC for the seven largest plans in force as of 12/31/2000.
These plans were selected by the examiners in order to provide a general range of plans offered
by WSLIC during this period in terms of coverage period, premium paying period, and status
(premium paying, paid up, ETIL, etc.). Since race was not contained on the master policy record,
a random sample of policies was selected from the seriatim listings for these plans. ODI
personnel then researched these files to attempt to obtain the race of the applicant from
information contained therein, if possible. The result of that analysis is contained in Attachment

4 of this report.

A review of the results of the sampling performed on the chosen plan codes (these plan codes

represented over 93% of the in force business of WSLIC as of 12/31/2000) indicates that, in



those situations where the race of the applicant was determinable, 99% of those applicants were
white. This result is consistent with the history of WSLIC’s career agent marketing efforts
which indicate that their marketing thrust was in primarily white areas. Since WPI policies were
not issued on a rated basis (they were either accept or reject), the examiners were unable to
determine whether non-white applicants were actually rejected for coverage versus not merely,

as a general rule, solicited for coverage.

The examiners obtained specimen policy forms in respect of the plans sampled and determined
that, for these plans, the 1941 Standard Industrial Mortality Table was used for nonforfeiture
values. The same policy form was used for white applicants as for non-white applicants
although, as indicated above, the vast majority of applicants, where identifiable, were white. In
fact, of the 386 sample policies drawn, 144 of them, or 37.3%, contained no information in the
files as to the race of the applicant. The application forms used by WSLIC for these policies did
solicit information on race on the application until 1965 although the race of the insured was not

included in WSLIC’s master record for the policy.

The examiners concluded that race was not a factor used in determining premiums for the WPI

policies issued by WSLIC during this period although sampling indicated that WSLIC policies

were almost exclusively issued to white policyholders.



WPIMPI Issues of 7/1/57 Through 3/31/58

The examiners determined that during this period of time WSLIC offered its WPI portfolio on a
Regular and standard basis. Separate and distinct plans were made available in each of these two
classifications except for the Monthly Premium Industrial (MPI) Endowment at Age 18 policy

which was offered to both Regular and standard applicants.

Rate book and internal WSLIC document information, attached as Attachment 5, analyzed by the
examiners indicate that the Regular series WPI policies were marketed to non-white applicants
and standard series policies marketed to whites. For the most part, the existing career sales force
of WSLIC continued to have available only the standard series policies. WSLIC’s revision of its
WPTI portfolio to essentially add a Regular series of policies available to non-whites appears to
have been motivated by pressure from the sales forces of companies whose business was
acquired by WSLIC in 1957 and who would continue to market products for WSLIC. Examples

of such documentation are included as Attachment 6.

It should be noted that, even though separate and distinct plans were made available in each of
the Regular and standard series of plans, the examiners determined that, even after adjusting for
plan differences, the Regular series rate appeared to have been based on a higher underlying
mortality assumption than those of the standard series. Attachment 7 illustrates the examiners’
analysis used to reach this conclusion for the Eighteen Pay Life Regular series plan versus the
Twenty Pay Life standard series plan. Attachment 7 illustrates that, using an identical mortality

table, the underlying mortality premium (i.e. net premium) differential attributable to the plan
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differences are minimal (5% to 8% - see Attachment 7, Column C) for each issue age while the
gross premium differentials are significant (20% to 26% - see Attachment 7, Column A). Had
the underlying mortality been similar in the development of the premiums for these two plans,
the gross and net premium differentials would be expected to be much closer. Put another way,
it would be reasonable for an 18-Pay Life plan to have premiums which are about 5% to 8%
higher than a 20-Pay Life plan based simply on the fact that there are fewer premium payments
required for the same coverage. However, since the actual gross premium differentials are much
higher (20% to 26%) this implies that a higher underlying mortality assumption was the source
of the higher differential. In fact, in this situation, the examiners were able to virtually reproduce
(within 1 cent or less) the Regular series weekly gross premiums (see Attachment 7, Column
G&H) by multiplying the substandard net (1941 Substandard Industrial Mortality Table)
premium by the standard plan loading factor (loading factor = the standard plan gross premium
divided by the 1941 Standard Industrial Mortality Table net premium). Thus, it seems apparent
based on this analysis, that the premiums for the Regular series plans were inherently based on a
higher mortality assumption vis-a-vis the standard series. In the analysis presented in
Attachment 7, this higher mortality assumption is represented by the 1941 Substandard Industrial

Mortality Table in comparison to the 1941 Standard Industrial Mortality Table.

Regarding the nonforfeiture mortality tables for the Regular and standard series forms, the
examiners determined that, for the standard series, the 1941 Standard Industrial Mortality Table
was used (see Attachment 8 from a standard series form) while for Regular series forms the 1941
Substandard Industrial Mortality Table was used (see Attachment 9 from a Regular series

policy). It should be noted that the mere use of a substandard mortality table in one policy form
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for nonforfeiture values and a standard mortality table in another is not, in and of itself, an
indication that gross premium rates varied by race (duc to the fact that actual gross premiums
charged do not necessarily bear any relationship to the nonforfeiture values offered in the

policy), although in this situation that was the case.

During this time period, WSLIC also developed what was known as the Thrift series of policies,
and their counterpart the Security series of policies, which were to be marketed to non-white and
white risks, respectively. Although the Thrift series and Security series of policies were
technically of the MDO variety, they have been included in this section of the report since their
availability matched the time period when the Regular and standard series WPI/MPI products
were available and they utilized premium rates which varied based on the race of the insured.
Unlike the Regular and standard series of policiés, the Thrift and Security series policy offerings
(including nonforfeiture values which for both series were based on the 1941 Standard Ordinary
Mortality Table) were the same, with higher premium rates being charged for a Thrift series
policy vis-a-vis its Security series counterpart. A sample nonforfeiture rate page for a
comparable plan is attached as Attachment 10, where this same nonforfeiture rate page is

applicable to both the Thrift series and Security series plans.
WSLIC Ordinary Series Policies (non-MDQO)
The examiners reviewed rate books and internal memos retrieved by Tom Neiswander in order to

determine the extent of any explicit race based distinctions in premium rates for this class of

policies and to determine whether underwriting practices effectively resulted in racially distinct
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premiums. An internal document from 1947 (attached as Attachment 11) indicates that African-
American applicants for ordinary policies were automatically rated Table B (plus 50%) because
of their race. A later document from 1954 (Attachment 12) indicates that African-Americans
were to be underwritten similarly to other non-white applicants with no automatic Table B rating
due to race. A seriatim listing of all ordinary policies in force which were rated was provided by
WSLIC and the examiners selected samples from this group in order to determine first whether
any of these insureds were non-white and second whether the ratings could reasonably be
assumed to have been applied because of the applicant’s race. The results of the sampling are
shown in Attachment 13. As can be seen by the results in this Attachment, there is insufficient
statistical evidence to support the concept that race based underwriting techniques were
employed by WSLIC for ordinary plans. In fact, only 1 policy out of 20 rated policies sampled

was identified as being non-white.

The samples drawn indicated that the vast majority of the insureds were white and that, where
the insured was non-white, the rating appeared appropriate to the medical characteristics of the

applicant.

LIFE INSURANCE BUSINESS ACQUIRED BY WSLIC FROM OTHER ENTITIES

Beginning in 1954 and continuing through 1970, WSLIC acquired a number of life insurance
companies. See Attachment 14. In many cases, the field forces of these companies were

acquired as well and became licensed agents for WSLIC. As an accommodation to these agents,

WSLIC continued, in certain situations in 1957, the premium rating and underwriting structures
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of these companies, for the 7/1/57 through 3/31/58 period noted above. The examiners reviewed
all premium rate information available in respect of the business acquired by these companies,
internal company memos relating to the business acquired, and memos relating to the
methodology used to determine which of these policies, if any, were eligible for WSLIC’s 1988
and 2000/2001 enhancement programs. The details of these programs are outlined later in this

report.

Using the information available, the examiners attempted to determine whether any policies
issued by the companies prior to being acquired by WSLIC utilized premium rate structures
which varied based on the race of the applicant, either explicitly or by virtue of the underwriting
procedures employed. In many cases, underwriting procedures were not provided to WSLIC at
the time the business was acquired and, as a result, premium rate information and internal

company memos became the primary source of information for the examiners.

Industrial Business

The procedures followed by the examiners in this regard consisted of first reviewing any
available rate book and other rate information applicable to the business acquired, and reaching
preliminary conclusions with regard to any racial distinctions in premiums with respect to the
business. The examiners determined that WSLIC acquired from other companies industrial
policies issued at least as early as 1913. An attempt was then made to reconcile the plans
involved, if any, with the detailed analysis performed by WSLIC in this regard as part of their

policy enhancement activities. A description of the procedures used by WSLIC to determine the
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affected plans (for the WPI business of Imperial Life of North Carolina) is included as
Attachment 15. This procedure is representative of the procedures used to determine whether the
WPI/MPI business WSLIC acquired when it purchased other carriers utilized premiums based on
the race of the insured. The examiners reviewed these procedures and found the methodology
appropriate and complete as to the identification of any WPI/MPI business acquired by WSLIC

that utilized racially distinct premium rates.

The examiners’ analysis indicated that the in force policy forms determined as being priced on a
racially distinct basis essentially duplicated those determined through the efforts of WSLIC as
part of their enhancement process. As a result, no sampling of these plan codes to insure that the
database reflected premium rates consistent with the rate book involved was undertaken since
such an effort would have been redundant and would have duplicated the extensive efforts
performed by WSLIC in this area. The accuracy of WSLIC’s analysis of premiums was part of

the examiners’ effort to review the details of the policy enhancement programs.

As an example, the examiners’ review of the rate book and other rating information in respect of
Imperial Life Insurance Company of North Carolina indicated that its WPI/MPI business had, for
the most part, premium rate structures which varied on a racially distinct basis. Sample pages

from the rate books involved are included as Attachments 16.1 and 16.2.
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Ordinary Business

In respect of the ordinary business acquired by WSLIC through assumption reinsurance, the
examiners again reviewed all available rate books and rate inaterial provided by those
companies, as well as internal memorandums and meeting minutes covering the procedures used
to identify reinsured policies may have utilized premiums reflecting the race of the insured. As
with the WPI/MPI assumed business, in both 1988 and 2000/2001 WSLIC performed an
extensive analysis of the reinsured ordinary business in conjunction with their policy
enhancement programs at the time. The examiners reviewed the procedures utilized by WSLIC

in an attempt to identify policies using racially distinct premiums.

Ordinary business, including MAO business, is priced utilizing a single base rate with
substandard, or additional, premium ratings determined by the underwriters when and as
appropriate. The thrust of WSLIC’s approach to identifying policies with race based premiums
was first to identify all substandard rated policies assumed from other companies and then to

determine whether this rating was applied as a result of the race of the insured.

The examiners reviewed the procedures used by WSLIC in this regard and determined that,

because of the exhaustive nature of WSLIC’s efforts, no additional analysis was deemed

appropriate. These procedures are documented in Attachment 17.
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RACED BASED PREMIUM POLICY BENEFIT INCREASES IMPLEMENTED BY WSLIC

In both 1988 and 2000/2001, WSLIC implemented procedures where the benefit amounts for
certain in force policies with racially distinct premiums were increased to reflect the differentials
in premiums charged to white and non-white policyholders. Methods utilized by WSLIC to
identify such affected policies were extensive and included the examination of rate manuals, the
review of applications and the analysis of master administrative data. Through its analysis,
WSLIC was able to identify numerous plans that had been issued either on an explicitly racially
distinct premium basis, where certain rates or plans were clearly indicated to be used for non-
white applicants, or issued on a two-tiered type basis (e.g. Standard/Preferred,
Standard/Substandard) where separate premiums and/or plans were utilized for non-white

applicants.

The first of the two benefit increase programs took place in 1988 where benefits, in the form of a
special dividend, were increased for all in force premium paying policies that had been identified
as having premiums based on race. There were 10,656 policies that had their benefits increased
at this point in time with a total increase in face amount of $715,832 and a corresponding
increase in cash values or reserves of $359,267. The vast majority of affected policies were WPI
policies that had been assumed by WSLIC from other companies. See Attachment 18. The

rationale utilized in determining the amount of the benefit increases will be discussed later in this

report.
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In 2000 and 2001, WSLIC implemented a second program of benefit increases for policies that
had been issued with premiums based on race. Apart from a sma!l number of premium paying
policies not identified as part of the 1988 benefit increases, the race based premium policies
adjusted in 2000/2001 were non-premium paying (reduced paid up, fully paid up, extended term)
policies. As in 1988, where applicable, dividend accumulations and paid up additions were
increased in addition to the basic face amount increases. There were 45,454 policies that had
their benefits increased in 2000/2001 with a total increase in face amount of $1,270,169 and an
increase in cash values or reserves of $823,576. As in 1988, the vast majority of affected

policies were WPI policies that had been assumed by WSLIC from other companies. See

Attachment 19.

Additional adjustments were also made in 2000/2001 to a portion of the above affected WPI
policies with nonforfeiture values based on a substandard mortality table (i.e. Substandard
Industrial, 1941 Substandard Industrial). These adjustments increased nonforfeiture benefits, in
situations where beneficial, to the level that they would have been had a standard mortality table
(i.e. Standard Industrial, 1941 Standard Industrial) been utilized to compute nonforfeiture values.

WSLIC estimated the cost of these additional enhancements to be somewhere between $150,000

and $200,000.

Attachment 19.1 includes a summary by state of all policyholders impacted by the enhancement

programs implemented by WSLIC in 1988 and 2000/2001.
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WSLIC Adjustment Ratio Determination

In determining the appropriate increase in death benefits to provide in both 1988 and 2000/2001,
WSLIC compared the actual premium charged to a non-white policyholder to a comparable
premium that would have been charged to a white policyholder in calculating an Adjustment
Ratio. By applying this Adjustment Ratio, the benefits on a policy with premiums determined on
a racially distinct basis were augmented to the level that they would have been if they were
charged rates for their insurance coverage that were applicable (or comparable) to white lives.
Attachment 19.2 includes a summary of the average Adjustment Ratios computed by WSLIC as
part of the 1988 and 2000/2001 enhancement programs. As this Attachment indicates for the
policyholders impacted by these two programs, non-white policyholders were charged, on

average, 18.4% higher premiums compared to white policyholders.

In general, there are two different types of situations involved in determining the appropriate
increase in death benefits. The first type of situation is where identical plans were issued to both
whites and non-whites but with different premium rates. Alternatively, there were many

situations where specific plans were offered exclusively to non-white applicants with no directly

comparable white plan.

For plan types in which identical plans were issued to whites and non-whites, computing the
Adjustment Ratio to apply to the current face amount was relatively straightforward. For these
situations, the factor applied to the current face amount was calculated as the non-white gross

premium divided by the comparable white gross premium for the identical plan, issue age and
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face amount. The following hypothetical example will demonstrate the details of this type of

adjustment.

Example 1

Plan: Endowment (@ Age 75
Original Face Amount = $500

Issue Age =35

Non-White Gross Weekly Premium = 45
White Gross Weekly Premium = .35
Adjustment Ratio = .45/.35 = 1.28571

Adjusted Face Amount = $500 x 1.28571 = $642.86 (rounded to higher dollar)

This type of situation, where a comparable white plan was available, existed in 2000/2001 for the
WSLIC MDO Thrift series plans, where the comparable white plans were known as Security
series plans. The examiners verified the calculation of the Adjustment Ratio for a sample of the

MDO Thrift series policies adjusted in 2000/2001. The results of this sampling are included in

Attachment 20.

For situations in which plans were offered exclusively to non-whites (with no directly
comparable white plans), a different approach was utilized by WSLIC to determine the
Adjustment Ratio. This approach outlined in Attachment 21, involved the calculation of a “net”

premium, which is an actuarially computed premium based on a specific mortality table and
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interest rate. Note that a “gross” premium can be thought of as having two basic components - a

net premium plus a loading, where the loading is intended to cover items such as expenses and

profit for the company.

In these situations, the Adjustment Ratio was calculated as the gross annualized non-white
premium (GANWP) divided by a “standard” gross annualized premium (SGAP). For WPI
policies, the GANWP is calculated as the weekly premium times 52.142857 (52 plus 1/7). The
first step WSLIC took in calculating the SGAP was to compute the absolute loading utilized to
calculate the GANWP. This absolute loading was defined as the GANWP less the net annual
premium based on a substandard mortality table (typically the 1941 Substandard Industrial
Mortality Table). This loading was then added to a net annual premium based on a standard
mortality table (typically the 1941 Standard Industrial Mortality Table) to calculate the SGAP.
Again, the following hypothetical example will help to demonstrate the details of this type of

calculation for plans issued exclusively to non-whites.

Example 2

Plan: Endowment @ Age 75
Original Face Amount = $500

Issue Age =35

Non-White Gross Weekly Premium = .45

Gross Annualized Non-white Premium (GANWP) = 45 x 52.142857 =23 .46

21



Substandard Net Annual Premium = 15.08 (Based on the 1941 Substandard Industrial Mortality

Table and 3% interest)

Thus, the absolute loading equals 8.38 (23.46 - 15.08).

Standard Net Annual Premium = 11.86 (Based on the 1941 Standard Industrial Mortality Table

and 3% interest)

Standard Gross Annualized Premium (SGAP) = 11.86 + 8.38 =20.24

Adjustment Ratio = GANWP/SGAP = 23.46/20.24 = 1.159

Adjusted Face Amount = $500 x 1.159 = $579.50 (rounded to higher dollar)

This type of situation, where a comparable white plan was not available, existed in 2000/2001
for the WSLIC WPI Regular series plans. The examiners verified the calculation of the
Adjustment Ratio, based on the methodology above, for a sample of the WPI Regular series
policies adjusted in 2000/2001. The results of this sampling are included in Attachment 22.
Upon review of the two methodologies utilized by WSLIC set forth above, it appears that these
methodologies are somewhat inconsistent. The first methodology set forth above, where

identical plans were issued to both whites and non-whites, utilizes a ratio of gross premiums.

Viewed in the conceptual framework of the net premium approach described above, the loading
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utilized to calculate the white gross premium would typically be comparable to the non-white
loading (based on a substandard net premium) on a percentage basis, not on an absolute basis. In
fact, two primary components of loading — commissions and profits — are typically expressed in

terms of a percentage of premium.

Thus, the examiners feel that it would be more appropriate to calculate the loading on a
percentage basis instead of an absolute basis for cases where comparable white plans are not
available. This would be more consistent with the methodology utilized when comparable white
premiums are available and would lead to larger Adjustment Ratios (and thus, enhanced benefits)
for affected non-white policyholders virtually in all circumstances. The following example
demonstrates the impact of utilizing a percentage of loading basis and the effect on the

Adjustment Ratio calculated in Example 2 above.

Example 3 (Modification of Example 2)

Plan: Endowment @ Age 75
Original Face Amount = $500

Issue Age =35

Non-White Gross Weekly Premium = .45

Gross Annualized Non-white Premium (GANWP) = 45 x 52.142857 = 23.46

Substandard Net Annual Premium = 15.08 (Based on the 1941 Substandard Industrial Mortality

Table and 3% interest)
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Thus, the percentage loading equals 155.57% (23.46/15.08).

Standard Net Annual Premium = 11.86 (Based on the 1941 Standard Industrial Mortality Table

and 3% interest)

Modified Standard Gross Annualized Premium (MSGAP) = 11.86 x 155.57% = 18.45

Adjustment Ratio = GANWP/MSGAP = 23.46/18.45 = 1.272 (vs. 1.159 above)

Adjusted Face Amount = $500 x 1.272 = $636.00 (10% higher than $579.50 above)

The Adjustment Ratios for the WSLIC WPI Regular series samples in Attachment 23 were
recalculated based on the percentage basis methodology suggested above. The results of these
revised Adjustment Ratio calculations indicate benefit increases that vary from 6.0% to 13.1%

relative to the original Adjustment Ratios computed by WSLIC.

Conclusions

As stated previously, the purpose of this special multi-state examination is to make a
determination of whether, and to what extent, the premium structures of the business of WSLIC
(and of the companies whose business was acquired or assumed by WSLIC) reflect, in fact or in

effect, differentials based on the race of the insured. This section of the report attempts 1o
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document the conclusions the examiners have reached in this regard. The findings of this

examination are as follows:

(W]

During the period 7/1/57 through 3/31/58, WSLIC offered separate WPI and MPI plans
to its white applicants and to its non-white applicants (although one plan, the MPI
Endowment at 18 was available to both white and non-white applicants at different rates).
WSLIC’s Regular/standard series policies were priced on a racially distinct basis, with
higher rates for non-whites (Regular) than whites (standard) even after considering plan

differences between the Regular and standard plan series.

During the period 7/1/57 through 3/31/58, the nonforfeiture values available under
WSLIC’s Regular series forms were based on the 1941 Substandard Industrial Mortality
Table while those under its standard series forms were based on the lower mortality rates

inherent in the 1941 Standard Industrial Mortality Table.

During the period 7/1/57 through 3/31/58, WSLIC’s MDO Thrift and Security series
plans were priced on a racially distinct basis and, although the plans and benefits in each
series were identical, the premium rates charged for the non-white Thrift series forms

were higher than those for the white Security series forms.

Premium rates applicable to policies acquired by WSLIC when it acquired other insurers

were, in some cases, racially distinct (the majority of these were WPI). The plan types



affected and period of time applicable to the race distinct pricing practice varied by

company.

5. In 1988, WSLIC attempted to identify all then in force premium paying WSLIC and
reinsured company plans for which a higher premiums was charged due to the race of the
insured. Based on the examiners’ analysis, and on the available information, this effort

appears to have been diligently performed.

6. In 2000/2001, WSLIC attempted to identify all then in force WSLIC and reinsured
company plans for which a higher premium was charged due to the race of the insured.
Based on the examiners’ analysis, and on the available information, this effort appears to

have been diligently performed.

7. The policy enhancement calculations performed by WSLIC in respect of policies
utilizing premiums which varied based on the race of the insured were reviewed by the
examiners in detail. An inconsistency in the calculation of the Adjustment Ratios in
situations where the “net” premium approach was utilized became apparent during this

review.

Recommendations

After reviewing the factual information obtained as a result of this examination and the

additional information developed from an analysis of that information and data, as well as the
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enhancement programs and calculations performed by WSLIC, the examiners recommend the

following course of action be undertaken.

1. Modify the enhancement program, as previously applied, to change the Adjustment
Ratios (utilized by WSLIC to calculate the benefit amount enhancements) to a percentage
basis from an absolute basis for those situations where a “net” premium approach was

used.

2. Extend the enhancement program, as modified, to include all policies issued using
racially distinct premiums. The extended program would not include any policy granted
an enhancement pursuant to the 1988 and 2000/2001 programs, except as modified
according to 1. above. For affected race based policies terminated prior to the
implementation date of this extended program, remediation will be provided only to these

policies where a benefit has been paid out by WSLIC (i.e. deaths, maturities, surrenders).

Company Response To Draft Report

WSLIC’s response to the draft report, dated March 31, 2003, is included as Attachment 24. No

changes were made in this final report as a result of the company’s response.
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Attachment 1



b

. N\
&

NAIC
SURVEY OF LIFE [NSURERS
JANUARY 27, 1988 t
Company name: THE WESTERN AND SOUTHERN LIFE [NSURANCE COMPANY
400 Broadway, Cincinnati, Ohio 45202 NAIC CODE 270423

(Identify companies if this response is gprepared for more than one
company).

Individual preparing response: James A. 0'Connor -FLMI -2nd VP & Director

State [nsurance Department Relations
Telephcre Number: (513) 629-1114

[. Have you ever used race as a basis for differentiating in life
insurance premiums charged?

yes X no

Ir. A. [f the answer to I. is yes, have you discontinued issuing
policies which used race as a basis for differentiating in life
insurance premiums charged?

yes X no

If so, when was this practice discontinued? FEarly 1960's.

B. Are you currently collecting Llife insurance premiums which
differentiate on the basis of race?

yes X no

C. [f the answer to B. is yes, do you have data available which
identifies:
SEE EXPLANATION AT END
L. The number of policies on which such premiums are collected;

yes no X

ii. The aggregate annualized amount of such premiums;

yes no X



NAIC SURVEY OF LIFE INSURERS
PAGE TWO

{ii. The name of the policy form or other identifying number or
designation.

yes no X

iv. The states in which the policy form was sold.

yes no X

If such data {s available, please furnish.

EXPUANATION: Extensive research would be required to make any separation by race.
A

A complete separation would not be possible.
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STATE OF OHIO

COUNTY OF HAMILTON

AFFIDAVIT

VERIFICATION OF ACCURACY OF DNFORMATION

Before me, the undersigned authority, personally appeared Dcnald J. Wuebbling who, being by
me duly swom and deposed, stated as follows:

1. My name is Donald J. Wucbbling and | am of sound mind, capable of making this
affidavit and personally acquainted with the facts herein stated.

2. lam acompany officer of The Western and Southem Life Insurance Company, an
entity authorized to ransact the business of insurince in the State of Ohio. T bold the
position of Senior Vice President and General Counsel within this company.

3. Thave received a copy of the survey regarding rae-based pricing of life insurance

policies and certify that the information provided within is correct and accurate to
the best of my knowledge.

Signature of Company Officer

In witness whereof, | have hereunto subscribed my n:me and affixed my official seal this
15" day of September of 2000.

e 7.

Signature of Notary -

HOBERY F. NORAND, Altorney s [aw

NOYARY PUBLIC. STATE OF OHIQ
My Commisslon nes no sapication
dsla. Section 147.03 0.A.C,
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Western-Southern Life
FOUNDED IN 1888

OFF1

CE OF
SENIOR VICE PRESIDENT

March 25, 2003

Mr. Matthew S. McAllister

Actuarial Resources Corporation
2753 State Road 580

Suite 101

Clearwater, FL 33761

Subject: The Western and Southern Life Insurance Company's September 15, 2000

Response to the Ohio Department of Insurance Questionnaire Regarding Race-
Based Pricing

Dear Matt:

Attached is a revision of the Exhibit which was the answer to Question 5 in the Ohio Department

of Insurance Questionnaire. The questionnaire was submitted to the Department on September
15, 2000.

The only changes are in the "b. total annual premium*" column where the numbers were reduced
to exclude the premiums on 53 MDO Thrift Series policies which were not premium paying on
September 15, 2000. The original footnote related to that column is correct.

We regret any inconvenience this may have caused.

Sincerely,

Carroll R. Hutchinson
Senior Vice President

CRH:hjk
Attachment

400 BROADWAY « CINCINNATI, OHIO - 45202
(513) 629-1800
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May-20-2003 02:23pm  From-DO| INVESTIGATIVE SERVICES 614 844 3327 T-338 P 006/028 F-454

. @ RECEIVED

. MAY 3 1 200t
Western-Southern Life O1LS ADMINISTRATION
FOUNDED IN 1888 OHIO DEPT. OF INSURANCE
OFFICE OF
VICE PRESIDENT
May 30, 2001

Mr. Daniel H. Huston, Esq.

Chief of Regulatory Policy, Investigative & Licensing
Ohio Department of Insurance

2100 Stella Court

Columbus, OH 43215-1067

Dear Mr. Huston:

This supplements our September 15, 2000 response to the Department’s questionnaire on
race-based pricing of life insurance policies by The Wesiem and Southern Life Insurance
Company. We submit the enclosed documents with the “nderstanding that they will be
treated as confidential work papers pursuant to ORC 39¢1.48,

As refetred to in our previous response, it has been necersary to expend considerable
resources in order to finalize the information in the form: requested by the Department.
In response to Question 9, attached is a policy exhibit thut has been formatted in
accordance with the questionnaire directions. Dates of policy form submissions
requested in the questionnaire are not in our records.

The following supplements our response of September 15, 2000 to Question 10. In that
response we indicated that we were researching paid up pwolicies. We have completed
that research and have determined that there are 45,192 yaid licies issued by
companies that were acquired after the dates of issuance that needed ljusttnents. We
also discovered 42 premium paying policies that needed ndjustments. All of these
policies, together with the policies adjusted in 1988, hav:: been adjusted resulting in an
18.5% increase in the benefits (including cash values an! dividends) of these policies.

The adjustments were made using premium rates in effect at the time when the plans
were issued without differential premiums; otherwise, adjustments reflected the

relationship between net annual premiums calculated on 1941 SSI 2 %% and 1941
SI2 %%.

G | ot

Edward J. Babbint
Vice President & Senior Counsel

400 BROADWAY « CINCINNATI, OHIO « 45202
(513) 629-1800



T-338 P 007/028 F-484
May-20-2003 02:23pm  From=DO! INVESTIGATIVE SERVICES Bl4 644 3327
STATE Policies Assumed a. number of b. total annual | c. totalin forcz | d. total current a. policy form &
{of Residence) from policies in force premium® -amount cash value - policy farm
Alabama C-8
Acme 1 0.00 $ &2 150 C.7
C-8
Guaranty Union 1 19.92 1,221 0 1080
. 1800 - Paid-Up@65 SSIE
[ .
mperial 2 0.00 5582 442 1930-3 N.C.
. , . X 3156
Life of \ 1,714 1,327
e of Misgourn 3 0.00 719 32 316.12
wW.i.2
Texas Prudential 1 .00 44 105 w.L.3
WL2-M
Totat 8 1982 § 4,114 2,024
Alaska [oF ]
c-7
Acme 2 3 000 % 63 437 C-8
C-11
Cc-12
Totat 2 § 000 $ 83% a37
. Anzona 2558
255 6 iihnois
255.7 Kansas
Life of Missour 4 3 2886 § 4.82¢ 3.158 25512
402.5
4045
405.8
Texas Prudantial 2 0.00 877 515 20P9
Total [ 22.86 3§ 5,506 3,574
Arkansas 321 {Binois
321.1 #lfinols
321.2 thnois
321 3 ilinois
. i . 322 Missouri
¢
Life of Missoun 12 0.00 § 5,858 2,674 322 1 Missouri
313 Rev
314 Rev, infantie
3151
4056
Yotal 12 000 3 5,858 2,674

° Premium on the 1,760 policies that are stifl premium paying. 1.718 of which were adjuslec in 1988 and 42 in 2000 / 2001.



May-20-2003 02:23pm  From-DOI INVESTIGATIVE SERVICES 814 644 3327

7-338 P 008/028 F-484

STATE Puolicies Assumed a. number of b. total annual | c.tolalinforce | d. total current
(of Residence) from policies in force premium® amount cash value

. policy form #

Califormia

Acme 53 % 20856 § 20,83t § 12,833

American 2 0.00 258 164

Guaranty Union 285 838.80 201,810 137.896

Unity 22 106.37 13,003 8,921

c-3
C4
c8
c-7
C-8
c-11
C-12
C-14
C-15

No Form NMumber

400
401
402
500
502
1230
2241
2242
2243
2244
2245
3508
3921
4501
4502
4503
4680
4690
4691
4692
3S0BA
35088
FG20S0 A
Fi2050 A
LP1
LP2
LPS

31

P81

Form 71

Form 33-2500-6-55-V .P.
Farm 33-1M—4-58-V.P,

- Premium on the 1,760 policies that are still pramium paying, 1,718 of which were adjusie 1 in 1988 and 42 in 2000 7 2001,



May=20-2003 02:23ps  From=DOI INVESTIGATIVE SERVICES 614 644 3327 T-338 P 008/028 F-454

STATE Policles Assumed a. numbar of b. total annual | ¢ tatalin force | d.1012) current
{of Residence) from policies in force premium® amount cash value e. poficy form &

Caiifornia cant. 313

313.2

315.10

315.1

31512

3156

3157

315.8

3159

3161

316.12

316.7

316.9

330.12

313 Rev.
Life of Missouri 70 43 81 51,508 31.047 314 Infaniite

314 Rev, infantile

321 llinols

321.1 Hlinois

321.2 llinois

321.3 llinois

322 Missouri

322.1 Missour

402.5

404.5

405.6

407.6

504.6

505.6

404.20.1

1500 End. At Age BO
1550-13% Pay Lie-E @ 75-SSIE
imperniai 7 7.82 1,572 1,197 185 - Paid-Up@65 SSIE
1800 - Pald-Up@65 SSIE
373-13% Pay Life-E @ 75-SSIE

* Premium on the 1760 poiicies that are stil premium paying, 1,718 of which were adjusted in 1988 and 42 in 2000 / 2001



May-20-2003 02:24pm  From=DOI INVESTIGATIVE SERVICES 814 644 3327 T-338 P 010/028 F-464

STATE Policies Assumed 2. number of b. total annual | € tatalin force | d. total current

N , policy form 2
{of Residence) from policies in force premium® amount cash value & pohcy fam

Californis cont, 15P9
20P B50 S.L
20PS
20PM
BWL
FSL
FSW
OowL
PL25

SL
wi.2
W.L 2--M
W.L.3
W.L.3X

Texas Prudental 49 83.42 25217 16,856

Total 488 § 1,289.88 § 314,004 § 208,914

Colorade 313

3131

3132
314
3157
316.1
3166
3167
3189

Life of Missouri 22 8 3649 § 8876 ¢ 6,007 313 Rev.
314 Rev. Infantile
321 lliincis
321.1 Winois
321.2 illinols
321.3 Hiinois
322 Missoun
322 1 Missouri
402 WL.1
405.20.1

Texas Prudential 1 0.00 1.174 ag92 20P 850 8.1

Total 23 % 36.49 § 10,050 $ 5,899

* Premium on the 1.760 policies that are still premium paying, 1,718 of which were adjuste in 1988 and 42 in 2000 / 2001,



May-20-2003 02:2d4pm  From-DO! [NVESTIGATIVE SERVICES 614 644 3327 T-338 P 0117028 F-454

STATE Pulicies Assumed 2. number of b. 1atal annual | ¢, total in farcs: d. tolal current olicy "
E (of Residence) from policles in forca premium® amount cash value &. policy form
Connecileut Amenican 18 000 $ 501 § 86 None

10 P.L.C 10-1-80 111
1500 End. At Age 80
, 1800 - Paig-Up@65 SSIE
I ) 1
mperiat 16 0.00 5.2 3530 0o e s 121
373-13% Pay Life-E @ 75-SSIE
WL.C 101A

Total 17 8 000 3 571 § 38616

Dist. Of Columtna Form 50 Plan 20 January 1, 1951

. Form 60 Pian 20 June 1, 1958
T ’
American 34 3 6101 § 21,57¢ § 11.325 (m60-61 Plan 20
Form 65-61 Plan 22

Life of Missouri 4 1.04 63( 487 313 Rev.
314 Rev. infantile

1500 End. At Age 80
165-Paid-Up@65 SSIE
. 1800-Paid-Up@65 SSIE
i
mperial 25 0.00 6,18¢€ 4,815 20P.L. C 10-1.50 121
373-13% Pay Life-E @ 75-SSIE
80Y.E.-C-8-30 End. At Age B0

Total 63 § 6205 § 28,385 3 16,627
Delaware American 6 9% 000 § 1,736 § 1,158 Form 80-61 Plan 20
Total 8 3 000 s 1738 § 1,159

“ Premium on the 1760 policies that are still premium paying, 1,718 of which were adjuster in 1988 and 42 in 2000 7 2001



May=-20-2003 02:24pa From=DO| INVESTIGATIVE SERVICES 514 644 3327 T-338 P 012/028 F-4p4
STATE Policies Assumed a. number of b wotal annual | ¢ witalinforce | d. total current licy
(of Residence) from policias in force pramium® amaunt cash value e. policy form #
Floriga Amencan 1 0.00 § 124 § 80 None
Unity 1 0.00 577 PAR XS]
313
3131
313.2
314
315.10
Life of Missouri 6 3336 3.401 2,642 315.12
3156
3157
315.8
3189
316.12
. 1550-13% Pay Life-E @ 75-SSIE
imperial 4 0.0 Y
P ° 591 %5 1800-Paid.Up@es SSIE
Texas Prudential 1 0.00 646 153 15P8
Total i3 § 3336 § 5339 § 3.559
Georgia Acme 1% 0.00 & 574 ¢ 335 C-14
C-15
American 1 0.00 568 385 Form&0 Plan 20 June 1, 1958
313 Rev.
Life of Missouri 5 0.00 2,903 2,085 314 Rav. Infantile
5046
Total 78 000 % 4045 § 2.845
Hawait Texas Prudential 1% 0.00 & 12 8% 9 E£80
Total 1% 000 % 2 3 ]

* Premium on tne 1,760 policies that are still premium paying, 1,718 of which were adjustec in 1988 and 42 in 2000/ 2001



May-20-2003 02:24pm  From=DO! INVESTIGATIVE SERVICES 814 644 3327 T-338 P 013/028 F-484

STATE Policies Assumed 8. number of b. total snnual | c. lotaiinforce | d. total current

. policy f
{of Residence) from policies in force premium® amount cash vaive e. policy form #

hnois [oX
c-7
c-8

Acme 3% 000 $ 1029 § 483 C-11

C-12

C-14

C-15

. Form 33=2500--6-55=V.P.
Unity 1 000 335 237 Eorm 33-1M—4-58-V P.
255.12
2556
300
313
3139
313.2
314
315.10
3181
31542
315.6
3157
3158
3159
316.1
316.12
316.8
316.7
316.8
3169
255.6 liiinois
2567 Kansas
313 Rev.
314 Winois infantile
314 infantiie
3114 Rev. Infaniile
321 Hlinois
321.1 Winois
321.2 llinois
321.3 Hliinois
322 missourl
322.1 Missoun
402.5
4028
402 W1
403.5
4036
403 WL 1
404.5
404.6
404.20.1
4056
405.20 1
4076
5025
504.5

Life of Missouri 217 1.665.48 70242 435,088

“ Presmum on the 1,760 policies that are stil premium paying, 1.718 of which were adjusi=d in 1988 and 42 i 2000/ 2001,



May=20-2003 02:24pm  From=DO! INVESTIGATIVE SERVICES 814 844 3327 T-338 P 014/028 F-454

STATE Policies Assumed 3. humber of b. total annual | o iotalinforce | d. tolal current e form &
{of Residence) from policies in force premiurm” amount cash vaiue - pelicy

Minois cont.
10 PL. C 10-1-50 111
\mpedal ) 0.0 1652 285 37313 Pay Lite £ @ 75-SSIE
15P9
Texas Prudential 2 2.61 462 331 RP.T.(T52)

RP.T (T53)

Total 2,181 3 1,668.09 § 705,599 § 437,405

Indlana C-11
Acmg: 18 0.00 % 170 $ 117 c12

313

3131

313.2

315.10

315.12

315.6

3157

358

3158

313 Rev.

314 ilinois Infanille
314 infantile

314 Rey, infanlile
321 {ilinois

321.1 Winois
321.2 Hlinois
321.3 llinols

322 Missouri
322.1 Missour
405.6

Life of Missour! 189 1304 11,237 8,104

Texas Prudential 1 0.00 33e 254 15P8

Total 181 § 1304 § 11,741 8.475

" Premum on the 1,760 polieles that are still prernium paying, 1,718 of which were adjust:d in 1988 and 42 in 2000/ 2001,



May-20-2003 02:24pm  From-DOI [NVESTIGATIVE SERVICES 614 644 3327 T-338 P 015/028 F-484

STATE Policies Assumed a, number of b. {otal annual | <. total in force | d. lolal current o policy form #
(of Residance) from polices In force premium® amount ¢ash value

lowa 313

313 Rev.
3131
313.2
314

314 Rev. Infantile
315.1
3156
315.7
3158
3159
315.10
31512
3181
3166
316.7
316.8
330.12
403 WL.1
404.5
4056
502.5

Life of Missouri 59§ 13876 § 39630 § 23,188

Total 55 & 13876 § 39,630 § 23,188

° Premium on the 1,760 policies that are still premium paying, 1,718 of which were adjustiad In 1988 and 42 1n 2000/ 2001



May=-20-2003 0Z:24pm  From-DOI INVESTIGATIVE SERVICES 614 644 3327 T-338 P 016/028  F-464

STATE Policies Assumed a, number of b. total annual | <. total In force d. total current

. a. policy form #
{of Residence} from policias in force premium® amount cash value poficy

Kansas 255.12
2556
313
31341
313.2
314
315.10
315.1
315.12
3156
3157
3188
3159
316.1
316.12
316.8
316.7
316.8
316.8
3186
330.1
330.12
Life of Missouri 1006 $ 28382 § 228,109 § 152,244 2556 Winols
255.7 Kansas
313 Rev.
314 Hinois infantiie
314 nfantile
314 Rev. infanlile
321 Ninois
321.1 fiinpis
321.2 linols
321.2 Winols
321.3 tlinois
322 Missoun
322.1 Missourd
402.5
402.8
402.WL.1
403.5
403.6
403.wWL.t
404.5
404.6
404.20.1
4058

Total 1.006 § 28382 § 228,104 $ 152,244

Kentucky 3131

313 Rev.

314 Rev. Infantile
403 5

Life of Missourl 5 3% 000 % 277 § 230

Totat 5% 0.00 § a7 8 230

* Pramium on the 1,760 poficies that are still premium payling, 1.718 of which were adjust:d n 1988 and 42 in 2000/ 2001,



May-20-2003 D2:24pm

STATE Policies Assumed
{of Residence) from

From=DO! INVESTIGATIVE SERVICES
a. number of \ b. iotal annual lc. wotal in force i

policies in force premium” amount

614 644 3377
d. total currant
cash value

7-338

|

P 017/028  F-484

e, policy form &

Louwsiana

Acme

Guaranty Union

Unity

Life of Missouri

Texas Prudential

Tota!

3226 § 9,839.67 § 1497815

1 11.76 751

893 1.408.21 364 245

2 0.00 831

1 0,00 632

4,123 3 11,357.64 §

$

1,864.132 3§

896,742

218,114

690

149

1,115,698

c-11
C-12
C-14
C-18
C-3
c4
C-6
c-7
C-8
HA.48
422
K-30
K-31
K-40
K-41
K-80
M-21
M-30
M-31
M-41

1010
Form 31
Form 33
Form 71
P51

315.8
316,12

20P 88O S

Maryland

N American

Life of Missouri

imperial

Total

* Premium on the 1,760 policies that are still premium payng,

7,743 3983308 §

1 0.00 563

17 0.00 6.551

77687 & 393308 $ 2271616

2264495 3

3

1,266,944

437

4714

1.272.095

Form 50 Plan 20 January 1, 1951
Form 60 Plan 20 June 1, 1958
Form 80-61 Pian 20

Form 65 Plan 22 October 1, 1960
Form 65-61 Plan 22

316.6

10P.L.C 10-1-50 111

1500 End. At Age 80

1550-13% Pay Life-E @ 75-SSIiE
165-Paid-Up@65 SSIE
1800-Paid-Up@865 SSIE
20P.L.C 10-1-50 121

373-13% Pay Life-E @ 75-SSIE

1,718 of which were adjusiced in 1988 and 42 in 2000/ 2001.



May-20-2003 02:25pm  From-DO| INVESTIGATIVE SERVICES 614 844 3327 7-338 P DI8/028 F-484

STATE Policies Assumed 8. number of b. lolal annual | c lotaln foree d. total current e. policy form &
(of Residence) from policies in force pramium® armount cash value <y
Massachusats Acme 18 0.00 § 27¢ $ 39 g:;

American 1 0.00 56€ 363 Form 60 Plan 20 June 1, 1958
Life of Mizsouri 1 .00 113 874 316.12

10P.L. C10-150 111
1500 End. At Age 80
imperial 13 0.00 2,74 1,193 1800-Pald-Up@85 SSIE
20 P.L. G 10-1-50 121
373-13% Pay Life-E @ 75-SSIE

Totat 16 $ 000 § 4710 % 2.489

Michigan C-6
Acme 18 0.00 § 11t § 81 C-7
c-8

Amarican 1 0.00 58! 376 65-61 Plan22
Unity 1 0.00 17¢ 126 N/A

313

3131
313.2
314
315,10
315.12
3156
3187
315.8

Life of Missaurl 54 3232 14,41¢ 7.332 3159
3166
31e7
313 Rev.
314 Hinols infantia
314 infantile
314 Rev, infaniile
404.5
405.6
502.5

impenal 1 0.00 11¢ 93 1800 - Paid-Up@65 SSIE

. 20P8
Texas Prudential ! 03
entia 2 a.00 1,03 784 pL2E

Total 80 8 3232 3 16.44( § 9392

* Premium on the 1,780 policies that are still premium paying, 1,718 of which were adjuste d in 1988 and 42 in 2000/ 2001.



May-20-2003 02:25pm  From-DOI IMVESTIGATIVE SERVICES

l STATE Policies Assumed a. number of b. total annual | c. totalin foree

{of Residence) from policies in force premium”

amount

614 844 3327 T-33¢ P .018/028 F-484

d. total current

cash value e. policy form #

Minnesola

Life of Missouri 0 $ 000 %

Total i0 % D00 §

7713

7711 8

3158
315.7
3158
3159
315.10
4,462 315.12
313 Rev.
314 Rev. infanlile
316.1
316.6
4056

4,452

Mississippi Acme 13 000 §

Unity 2 0.00

Life of Missouri 6 65.88

Total 283 85.88 §

4

893

6.631

7563

$

C-11
2 a2

633 Form 33-6-55-VV.P.

Form 33--iM—4-58--V.F,
3156
3157
315.8

4,352 31598
315.10
31512
4045

5,014

~ Premium on the 1.760 policies that are stlll premium paying, 1,718 of which were adjusiad in 1988 and 42 in 2000/ 2001.



May-20-2003 02:25pm  From-DO! INVESTIGATIVE SERVICES B14 644 3327 T-338 PI:UZU/UZB F-484

—_—
STATE Policies Assumed a. number of b.10tal annual | <. lotalin force | d. total curcent e. policy form &
{of Resldence) from policies in force premium” amount cash value - powey

Missaun 288.12
2585.6
300
313
313
313.2
314
3i5.10
315.1
315.12
3156
3157
3158
3159
316.1
316.12
3166
367
316.8
3189
318.6
330.1

Life of Missouri 5447 § 323146 § 1058221 § 681,883 o012

: ' * 255.6 Hinols

255.7 Kansas
313 Rev.
314 lliinols infantile
314 infantile
314 Rev, Infantile
3208
321 linois
321.1 Hlinois
321.2 Hiinols
321.3 Hhinois
322 Missouri
322.1 Missourl
402.5
402.6
402 WL 1
403.5
403.6
403.WL .1
4045
404.6
404.20 1
40

Total 5447 § 323148 ¢ 1,058,221 § £81.883

Momang ) 10 P.L CI0-150 191
imperial 0.00 7 N
P ¢S $ g 3 238 | 800-Paic-UP@E5 SSIE

Total 28 000 s 705 3 238

* Premium on the 1,760 policies that are siill premium paying, 1.718 of which were sdjusted in 1988 and 42 in 2000 / 2001,



May=20-2003 02:25pm

STATE Policies Assumed
{of Residence) from

policies in force

From=DO| INVESTIGATIVE SERVICES

614 644 3327

b.wolal annwal | c total in foree

premum®

gmount

d. wotal current
cash value

T-338  P.021/028 F-484

e. policy form ¢

Ve
trginia Acme

Amarican

Life of Mizsoun

imperial

Yotal

28 000 s

18 31.28

32 0.00

59 § 31.29 §

191 §

6,192

6,782

9,381

22,58 §

134

4,313

1,986

7.306

13,738

C-11

C-12

Form 50 Plan 20 - Jan. 1, 1951
Form 60 Plan 20 - June 1, 1958
Form 60-61 Plan 20

Form 60-61 Plan 22

313
314
313.4
313.2
316.12
4045
4056
502.5

10P.L C10-1-50 111

1500 End. At Age 80

1550-13% Pay Life-E @ 75-SSIE
1800-Paid-UP@6E5 SSIE

20P.L C10-3-50 121

373-13% Pay Life-E @ 75-SSIE

Washington

Unity

Life of Missouri

trperial

Texas Prudential

Total

23 20,86 §

3 0.00

6 75.81

4 0.00

3 0.00

8 3 9647 §

83" §

79’

3.791

1.4814

1,677

8585 3

500

460

2574

1.078

701

5313

C-6
C-7
c-8

P51

313 Rev.

314 Rev, Infantile
3186

3157

315.8

315.9

315.10

31542

10f.L C10-1-80 111
165-Paid-Up@65 SSIE
20P.L, C10-1.50 121

20P 850 S.1.
wi.2
Wi.2-M
w3
W.L3X

West Virginia impenrial

Total

18 000 3

L1 0.00 §

211 §

211 §

164

164

165-Paid-Up@h5 SSIE

* Premium on the 1,760 policies that are siill pramium paying, 1.718 of which were adjusti-d in 1988 and 42 in 2000 / 2001.
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STATE Policias Assumed a. number of b. toial anoual | c. lotal in force d. totai current e. policy form # R
{of Residence) from policies In force pramium® amount cash value .
Wisconsin 31586
3157
358
3159
Life of Missouri 8 s 0.00 § 7,798 4574 3131
i C : Ns5.12
316.6
316.7
404.5
405.6
Total B S 000 § 7.79% 4,974
Wyoming G-11
Acme 1% 000 § 162 112 C-12
313
Life of Missouri 1 0.00 38 29 314 infantile
314 Winois Infantile
Total 29 000 § 200 141
Tolal - All Stales Acme 3,304 10,169.08 1,526,591 914,114
American 7.880 4,153.12 2,320,858 1,299,283
Guaranty Union 287 871.58 203,585 137.896
Unity 832 1.560.02 385,326 229137
Life of Missour 8,160 5.943.95 2,208,601 1,400,354
Imperial 24,806 970.30 2,192,388 1,672,137
Texas Prudential 2.826 750.25 944,428 664,005
Total 49,195 24.418.31 8.781.776 6,316,828

° Prermum on the 1,760 policies that are still

premium paying, 1,718 of which were adjustec in 1988 and 42 1n 2000 / 2001



May=20-2003 02:25pm

STATE
{of Residence)

Policies Assumed
from

From=DO! INVESTIGATIVE SERVICES

a. number of
policies In force

b. total snnual
premium”

614 844 3327

¢. total in forcs
amount

d. total current
cash vaiue

T-338 P 023/028 F-464

e, policy form #

Nebraska

Life of Missour

Tatat

758

7%

156.00 $

156.00 §

46t5 §

4666 §

2,577

2.577

3156
315.7
3158
3159
315,10
315.12
316.6
402.5
405.20.1

New Jersey American

Life of Migsouri

Imperial

Texas Prudential

Total

]

4 0.00

23 30.77

1 0.00

35 8

0.00 §

30,77 &

3484 §

1870

6,040

B&1

12,065 §

2.147

1.571

3,856

157

7734

Form S0 Plan 20 - Jan. 1, 1951
Form 60 Plan 20 - June 1,1958

313

315.10

315.12

3156

318.7

3158

3159

316.7

314 HHlinois infantile
314 Infantile

10 P.L.C 10-1-60 111

1500 End. At Age 80
1800-Pald-Up@6S SSIE
373-13% Pay Life-E @ 75-SSIE
80Y.E.-C-4-32 End. At Age 80
80Y.E.-C-8-30 End. Al Age 80
Life Paid-Up at 75 1930-3 N C.
WL C 101A

WL C 1018

W.L.3X

New Mexico

Life of Missoun

Texas Prudential

Tolgl

153 000 § 568 §

8 0.00

93

000 §

1.9¢3

2,561 §

433

1,568

2,008

31586

20P9
20PM
81EO
LP83a
LP83U

* Pramium on the 1,760 policies that are sUll premium paying. 1,718 of which were adjuetid in 1988 and 42 in 2000/ 2001
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I ——
STATE Policies Assumed a. number of b. total annuatl | ¢ fotal inforce | d. tofal cument I
{of Residence) from policies in force premium” amount cash value ¢. policy form ¢
New York

Form 60 Plan 20 - June 1, 1958
American 31 4275 .21t Form 60-61 Plan 20
$ $ 215 % 5.538 Form 60-61 Plan 22
Form 50 Plan 20 - Jan. 1, 1951

313
3131
313.2
314
315.10
315.12
315.6
315.7
315.8
. ) 315.9

Life of Missouri 8 13.04 1,582 819 316.7
313 Rev.
314 iliinois infantite
314 infantile
314 Rev. infantile
321 Winois
321.1 Minois
321 .2 Wiinwig
321.3 Hinois
322 Missouri
322.1 Missouri

10PL. C 10-1-50 111
1500 End. At Age 80
1550-13% Pay Lite-E @ 75-SSIE
165 - Paid-Up@65 SSIE

imperial 165-Paid-Up@6S SSIE

peria 17 26.07 32.954 25415 100 - PaidUp@6s SSIE

20P.L. C 10-1-50 121
373-13% Pay Life-€ @ 75-SSIE
80 Y.E. - C-11-29 End. Al Age 80
WL.C 1014

wi.2
Texas Prudential 1 5.2% 348 231 wWila3
W.L.2-M

Total 157 § B7.07 § 44109 § 32,003

* Premium on the 1,760 policies thal are stll premium paying, 1.718 of which were adjusied m 1988 and 42 in 2000 / 2001.
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STATE \ Policies Assumed \ 3. number of

" (ol Residence) from policies in force premium® amount cash vahue e. pokcy form #

b. totsl annual \c. totalin force | d. total current

North Caroling . Form S0 Plan 20 - Jan. 1, 1951
Ami R A k *
erican 2% 3650 § 5121 § 3.096 Form 6051 Plan 20

10 P.L.C 10-1-50 111

MUPE@TS
15P.L.End. Al Aga 85
1500 €nd. At Age 80
1550-13% Pay Life-E @ 75-SSIE
165 - Paid-Up@65 SSIE
1800-Paid-UP@B5 SSIE
1930-3N.C.
1934-C-2 Paid-Up ai 75 9-34
20P.L.C 10-1-50 121
20 Payment Life 1934-C-8 1-34
20 Payment Life §-1931.6 N.C.
20-13%PLE@ 75
373-13% Pay Life-E @ 75-SSIE

' - 80Y.€.-C-11-28 End. Al Age 80

imperial 24 487 B95.22 2,101,831 1,605,034 80Y.E.-C-4-32 End. At Age 80

80Y.E.-C-8-30 End. At Age 80
B-1-21 15 Payment End. Al Age 85
B-5-2-27 15 Payment End. At Aga 85
B-9-14-23 15 Payment End. At Age 85
C-1-21 End. At Age 80
C-3-26 End. At Age 80
C-80 Yr. Endowment
E60 20 P C 2.1-53 363-A
Life Paid-Up at 75 1930-3 N.C.
wW.L.C 101B
wL C2-1-51101A
0-100-1-49
0-200-1-51
0-200-8-55

Tots! 24,458 §$ 931.72 § 2,106,941 § 1,608,130

Ohio American 2s 0.00 $ 857 § 163 None

313

313 Rev.

314 Hinois Infantile

314 Infantile

314 Rav. infantile
Life of Missouri 4 0.00 2.2C4 1,423 31510

315.12

3156

3187

3158

3159

10 P.L. C 104150 111
1560-13% Pay Life-E @ 75-SSIE
imperial 7 ‘ " . 165-Pald-Up@65 SSIE
P 0.00 228 781 1 800-P2i-UP@65 SSIE
20P.L. C 10-1-50 121
WL C 2-1-53 101A

Texas Prudential 1 0.00 KRLY 255 20PM

Total 4% Q.00 § 5795 8 3.622

* Premlum on the 1,760 policies that are sl premium paying, 1.718 of which were adjus ed in 1988 and 42 in 2000/ 2001
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STATE Policies Assumed a. number of b, totel annual | ¢ totalin force | d. total current . policy form #
(of Residence) from policies in force pramium” amount cash vaiue - ol

Oklahoma 315.10

315.1
315,12
3156
318.7
315.8
Life of Missouri 25 8 50.87 % 20518 ¢ 10,065 3159
316.1
316.7
402 WL.1
404.6
405.6
505.6

20P 850 S.1.
. T4-Ri
Texas Prudential 5 0.00 2.896 2,400 81EO
LPa3a

Total 0§ 5087 § 23414 § 12,465

Oregon Life of Migsouri 13 1992 % 1,456 $ 1.095 5028

Total 13 1892 § 1456 S 1,095

Pennsylvania Ameriean 78 1199 $ 2,428 § 1.197 Zg

Life of Missouri 1 0.00 33 25 3132

10PL. C 10-1-80 111
15 P.L. End. At Age 85
1500 End. At Aga 80

Imperial 26 0.00 6.674 5,192 185-Pais-Up@65 SSIE
1800-Paid-UP@65 SSIE
20 P.L. C 10-1-50 121
373-13% Pay Life-E @ 75-SSIE

Total 34 3 1189 § 8,135 § 6414

South Carolna A o 75 3650 § 3032 5 1.957 Farm 50 Pian 20 - Jan. 1, 1951

Form 60-81 Plan 20

1550-13% Pay Life-E @ 75-SSIE
1800-Paid-UP@65 SSIE
. 20P.L C 10-1-50 121
0
mpecal 15 0.00 4.950 3850 473.13% Pay Lite-E @ 75-SSIE
E60 20 P C 2-1-53 363-A
WAL, C 2-1-53 101A

Yotat 2% 3850 § 7.082 % 5.817

* Premium on the 1,760 pokcies that are stifl premium paying. 1,718 of which were adjusled in 1988 and 42 in 2000 / 2001.
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STATE Policias Assumed a. number of b. total annual | c. totalin force
(of Residence) from policlas In force premium® armount

d. total cument
cash value

T-338 P 027/028 F-484

e. policy form #

Tennessee Unity 5% 4223 % 374t 3§

Life of Missouri 3 14.60 1,684

imperial 2 521 394

Total 0 5 6204 § 582 §

1,891

928

284

3,104

31

3151
31586
3187
3158
J315.9
315.10
315,12

1500 End. At Age 8O
1800-Paid-UP@65 SSIE

Texas

Acme 2 s 0.00 § ag2 §

Unlty 4 521 1,540

Life of Missour! 7 37.49 4,91

imperial 1 5.21 297

2,062

544

2,955

207

C-11
C-12
C-14
C-15

P-51

300

313

3158.10
315,12
3156

3157

3158

3159
330.12

314 tinois infantile
314 Infantile
405.6

502.5

1800 - Pala-Up@65 SSIE

* Premium on the 1,760 policies that are still premium paying. 1.7 18 of which were adjustsd m 1988 and 42 in 2000/ 2001,
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STATE

Policies Assumed a. number of b total annual | ¢ total nforce | d. total current
{of Residence)

from policies in foree premium® amount cash vaiue ¢ policy form #

Texas cont. 15Pg

15PM

20P 850 5.1

20P9

20PM

8WL

€80

FSL

FSW

L

owL

PL25

RPT
Texas Prudential 2,746 659.01 905,894 638,644 RPT (T52)

RPT (T53)

St

w.L.2

WL 2-M

W.L.3

W.L.3X

147

247

74-R4

31EQ

87g-R1

LPB3

LPB83a

Total 2,767 $ 70682 § 918,574 3 644 412

* Premium on the 1,760 policies that are il premium paying, 1,718 of which were adjusted 'n 1988 and 42 in 2000 / 2001.
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o~

Privileged & Confidential —«//3/03
(This information has been requested by the Ohio Insurance [)epartment and is submitted with the
understanding that at the request of the Ohio Insurance Deparmment will be treated as confidential work
papers pursuant to ORC §390 .48.)

Death Claim, Maturity & Surrender Information

Available On WSLIC Computer Systems
(Unless Otherwise Stated, Date Provided Is The Earliest Y:ar Of Available Information. The
Parentheticals Identify The Relevant Computer System. It Is Possible In Any Individual Case That
Information May Not Be On The System.)

o

L. Weekly Premium Policies

A. Weekly Premium Death Claims:

1. Owner:

Owner’s name - Unavailable on any system.'
Owner’s address - Unavailable on any system.
Owner’s SS # - Unavailable on any system.

2. Insured:

Insured’s name - 1969 (WP Death Claims Files).
Insured’s address - Unavailable on any system.
Insured’s SS # - Unavailable on any system.

3. Benpeficiary:

Beneficiary information is not available, although payee info mation is. This information may
be the same in most cases, but not all (for example, where beefits are assigned). The payee
information that is available is as follows:

Payee's name - 1995 (CDS).

Payee’s address — 1995 in some cases? (CDS).

Payee’s SS # - 1995 in some cases® (CDS).

B. Weekly Premium Maturities and Cash Surrenders:

1. Owner:

' The insured may be the owner, but there is no indicator to tcll if the owner is the insured, For information about
msureds, see § 1LA2.

? The payee’s address is not a required field. But if the check was mailed 1o the payce and not sent 1o the district
office, it may be present on the file.

> We obtain the beneficiary’s SS# where a Life Account has been esiabliched for death benefit proceeds. A WP
face amount would not meet the required $10,000 face amount 1o create a Life Account unless combined with other
amounts payable from other policies. But if payments from multiple polic ies make up a Life Account, we usually
can determine the separaie policy numbers and link a WP policy number 13 3 beneficiary SS#.

1
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Owner’s name - Unavailable on any system.”
Owner’s address - Unavailable on any system.
Owner’s SS # - Unavailable on any system.

2. Insured:
Insured’s name - 1988 (WPFM), but the amount paid is not available on a system until
1995 (CDS).

Insured’s address - Unavailable on any system.
Insured’s SS # - Unavailable on any system.

3. Payee:

Payee’s name - 1995 (CDS).

Payee’s address - 1995 in some cases’ (CDS).
Payee’s SS # - Unavailable on any system.

II. Ordinary Policii:s

A. Ordinary Death Claims:

1. Owner:

Owner’s name — 1964 in some cases® STAT).

Owner’s address — Unavailable on any system as a separate lield. But if the owner is insured
and/or the premium payer, see “Insured’s address” aid footnote 8 in § I1.A.2 below.

Owner’s SS # - 1964 in a limited number of cases’ (ISTAT)

2. Insured:

Insured’s name ~ 1964 (ISTAT)

Insured’s address — 1964 in some cases® (ISTAT)
Insured’s SS # - 1964 in some cases’ (ISTAT)

3. Benehciary:

Beneficiary information is not available, although payee infcrmation is. This information may
be the same in most cases, but not all (for example, where benefits are assigned). The payee
information that is available is as follows:

Payee’s name'® - 1995 (CDS)

¢ The WPFM system assumes that the insured and owner are the same. *“here is no indicator to tell if the owner is
the insured. For information about insureds, scc § 1.B.2.

* The payee’s address is not a required field. But if the check was mailedl to the payee and not sent 1o the district
office, it may be present on the file.

® Where the Insured is not the Owncr, it appears that the Owner’s name i entered in a field marked “Owner”. The
Owner ficld appears to be marked in 3-5% of cases.

7 Some cases still do not have SS#. Bur since 1984 a SS# has normally teen obtained if 2 taxable event has
occurred, and since 1993 a SS# has nonmally been obtained in all cases.

® Note also that the insured address field on the master is actually the pre nium payer address. It indicates where the
bill should be mailed. The premium payer address may not be the insure .

® This information may be available where the insured is the owner. See foomote 7 But the msured’s SS¥ is not
gathered or kept separately from the owner’s SS#.
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Payee’s address - 1995 in some cases'! (CDS)
Payee’s SS # - 1995 in some cases'” (CDS)

B. Ordinary Maturities and Surrenders:

1. Owner:

Owner's name — at least 1985'* (MDOCS and/or MDOCS y ear end masters), but the amount
paid 1s not available on a system until 1995 (CDS ).

Owner’s address — at least 1985 (MDOCS and/or MDOC:; masters)

Owner's SS # - at least 1985 in some cases'* (MDOCS and/or MDOCS masters)

2. Tosured:
Insured’s name - at least 1985 (MDOCS and/or MDOCS year end masters), but the amount
paid is not available on a system until 1995 (CDS).
Insured’s address — If owner is insured, see “Owner’s addre:;s™ in § I1.B.1 above.
Insured’s SS # - If owner is insured, see Owner’s SS # in § 11.B.1 above. If owner is payee, see
Payee’s SS # in § ILB.3 below. Otherwise we do not have the Insured’s SS #
on any system.

3. Payee:

Payee’s name - 1995 (CDS)

Payee’s address — 1995 in some cases'’ (CDS)
Payee’s SS # - 1995 in some cases (CDS)

*® The IRS2 system also has the name, address and SS# of death claim piyees receiving $600 or more in interest.
This information is available back to 1994,

"' The payee’s address is not a required field on CDS. If the check was 1nailed to the payee and not sent o the
District Office, it may be present on the file. See also foomote 10.

" SS# is kept for face amounts over $10,000 on Life Account. Also, if 1 wltiple cases make up the Life Account, we
can detcrmine the separatc contract numbers. Sec also footnote 10.

The earliest year-end MDOCS master is for 1985. It should include d:ta for all ordinary life policies which
terminated in 1985. It may also include daw for some earlier terminations depending on the logic for deleting
terminations from MDOCS (“strip logic”) in effect in 1985 and precedin years. MDOCS strip logic for that period
is not available. Current MDOCS strip logic for death claims, maturitics and cash surrenders is attached as Exhibit
A.

' See footnote 13. Also, the insured address field on the master is actually the premium payer address. It indicates
?\srhcrc the bill should be mailed. The premium payer address may not be the insured.

Scc foomote 13. Also, some cases still do not have SS#. But since 19 34 a SS# has normally been obtained if a
fz:xablc event has occurred.

Scc foomote 13.

"’ The payce's address is not a required ficld. But if the check was mailed to the payee and not sent 1o the district
office, it may be present on the file.
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Legend of System Acronyms

CDS - Corporate Disbursement System

WPFMS - Weekly Premium File Maintenance System
ISTAT - Insurance Statistical System

IRS2 - Internal Revenue Service 1099 System

MDOQCS - Mechanized Daily Ordinary Consolidated System:

g\grps\law\word\djm\electronicinfo.doc

T-338

P.008

F-464
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AFPIDAVIT OF CARROLL R. HUTCHINSON

STATE OF OHIO
1 ss:

COUNTY OF HAMILTON

I, Carroll R. Hutchinson, Senior Vice President of The Western and Southern Lfie
Insurance Company (*‘Western-Southern™), hereby attest to the fact that Western-
Southern provided, to the best of my knowledge and ability, all available documents and
electronic media files (except for povileged documents or privileged portions of
documents) requested by the Ohio Department of [nsurance (the “Department”) with
respect to the race-based premium examination conducted by the Department. The
documents and clectronic media files requested included ratebooks, underwriting
guidelines and procedures, agents manuals, and policy data records 1n our possession
containing information regarding the manner in which Western-Southern and companies
it acquired marketed or underwrote their life insurance product portfolios with respect 1o
the race of an applicant. The Department also requested copies of the complaints filed in
race-based premium lawsuits against Western-Southern, the mouon to certify a class
action (and briefs filed with the supporting and opposing certification) filed in the multi-
district litigation before Judge Feldman and a copy of Judge Feldman’s decision denying
certification. Relevant information regarding the use of socioeconomic information in the
marketing or underwriting of life insurance products was also provided. The documents
provided included all such pertinent documents obtained through the acquisition of other
companies and any other acquired blocks of business. Except as noted in the first
sentence, the documents provided are complete in naturc and have not been materially
altered in any way.

FURTHER THE AFFIANT SAYETH NOTHING

(yen AR

CARROLL R HUTCHINSON

SWORN TO AND SUBSCRIBED before me on May 17, 2002 by Carroll R Huichunson.

%%%5%/ Tt

DAVID §. MENKE, Adoraey ot Law
MOTATY HLTL L - L TATE OF ORD
ws ¢ e v st 133 no capteation
Gate. Sectton 147.03 O.R.Gx

«x TOTAL PAGE.B2 **
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State of Chio

Bob Taft
Department of Insurance Governor
2100 Stella Court  Columbus, Ohio  43215-1067 J. Lee Covington 11
(614) 644-2658 www ohioinsurance.gov N Dircctor
Memorandum
DATE: February 14, 2002
TO: John MacBain
CC: Dan Atkisson
FROM: Molly Porto
RE: Summary of Findings—Industrial Life Applications

John, outlined below is the summary of the data Bob Baker and I collected yesterday. This
written summary is accompanied by Excel spreadsheets for all the results shown below.

Please note the Examiners used “unknown" when the data on the application was not
legible. Whenever data did not appear on an application, it was "not found." Please let me
know if you have any questions or need any additional information from me.

Number Of Applications Sampled And Number Supplied--By Plan Code

Plan Code Sample Requested Number Supplied
1L 75 71
E2 50 45
L6 50 46
PL 100 96
PW 50 46
TE 25 22
WL 75 60
TOTAL : 425 386

Applicant Race—By Plan Code

Plan Code Reviewed White Applicant Non-white Applicant Not Specified Unknown

i 71 0 0 71 0
E2 45 7 2 35 1
L6 46 46 0 0 0
PL 96 96 0 0 0
PW 46 28 0 18 0
TE 22 2 0 20 0
WL 60 60 0 0 0

TOTAL 386 239 2 144 1

P’

Accredited by the National Association of lasurance Commissioners (NAIC)
Consumer Hotline: 1-800-686-1526 Fraud Hotline: 1-R00-686-1527 OSHIIP Hotline: 1-800-686-1578
Confidential Market Conduct Examination Workpapers per § 1901 48 ORC
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Tor Mr, William C. Safford, From: Lewis F, Toungblood
President - - e A

t - .

AL
This memorandum is preparsd at the suggestion of Kr. Llawrence Ho Lyte, °
Qeneral Counsel,

It {s tbe recommendation of the Agency D.pm-o&t that we continue to
sell Regular Weekly Premium and Thrift Series Monthly Debit Ordinary
to Hegroes in ths states permitting. ' :

It 16 our furtber recomsendation that we sell all other classes of
personnel such as Puerto Ricans, Cubans, Mexiosns, Indians and -~
Crientale st Standard rates, Weekly Premium, Moathly Debit Ordinary
ard Ragular Ordinary. %Tnls recomsendation is pased upon the fact
that these people have been sold at Standard rates in the Texss
Prodentia) and other areas, In aadition, mors tban 30% of owr
sgency force im tpe Texse Prudential are of Maxican extraction. It
would be extremssly disrupting to them, tbe balance of their field
forces and our Mexican clientele to rate them. ...
TTat I SIS
It is further recomsended that Kegrces in the stetes ‘where wa sell . nY
Regular Weekly Premica and Thrift Honthly Debit Qrdinary be permitted RN
to bay Standard class Ordinary in the Economy Beries on.& very ee- - Ll
lective basis., It is further recomzended that Thrift Beries be made
savailable to this class of risk on snmual, sesi-anmual and quarterly
basis, as well &8 on a Konthly Debdbit Qroipary basis. “' . ‘

- vt oy Lo,
1t ie further recosmmonced that in Ohio, Michigan and Kentwcky, duve to
the anti-dlscrimipatory regulstions, that we gell Xegroes &t Stendard
rates across tha board on a very selective bagles 4.0 . Lo a

<N LN
v e [ .
e 3 p PRSI {

R -
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100 YEARS OF SERVICE -

August 31, 1988

Ms. Doris Masoun, Attcorney
Insurance Warden

Ohio Department of Insuraance
2100 Scella Court

Columbus, Ohio 43266-0566

Pear Ms. Mason:

In response to your inquiry, Western and Southern has not been able to locate
any Ordinary business in force issued by it where an extra prexmium was charged
because of race. On Industrial policies, as of August 29, 1988, there were 86
prenium paying policies in force that were written by Western and Southern as
a brief extension of Life of Missouri and Guaranty Union's practice of writing
non-whites on a Substandard Industrial valuation table. This practice ended
within a few months after Western and Southern reinsured these companies in
1957. We have already increased the face amounts of insurance on these

policies by approximately 15%, being the same percentage by which race related
premiums exceeded estimated standard premiums.

We continue to research the Ordinary and Industrial business of reinsured
companies. Thus far we have identified about 2,500 Industrial policies that
we plan to increase in a manner consistent with the 86 policies written by

us. On January 1, 1988, Western and Southern had a total of over 3.5 wmillion
life insurance policies in force.

There appear to be just two Ohio residents with premium paving policies valued

. oa a Subsrandard Industrial Table because of race. These policies were issued

by two companies prior to their being reimsured by Western and Southern.

Eaclosed {s the data you requested to help you prepare for our meeting on
Friday. Listed below are the 10 items you specifically asked for that we are
providing: =

1. A copy of the NAIC survey questionnaire that we completed.

2. A copy of the nationwide results of the survey that the ACLI recently
sent to the responding companies.

3. The inception date of our practice of charging race related premiuvms.
Documeatation justifying the reasons for charging race related premiums -

S. The date these practices ended and why.

40N RROANWAY - CINCINNATE OHIO - 45202



Ms. Doris Mason, Attormey
August 31, 1988

Page 2 -

6. Any steps we have taken to resolve the differences in premiums charged
and/or what we intend to do in the future.

7. Any actuarial or mortality tables to support the premium rates that vere
charged.

8. The type of policies that were involved and the face value of these
policies.

9.  The names of (Chio only) policyholders still living that are involved.

10. Correspondence from any other insurance department requesting information

based upon the answers we provided to the NAIC survey and our reply to
those inquiries.

We have reserved a meeting room for the September 2 session. We have also
made arrangements for the September 6 and 7 meetings, should they be necessary.

Upon your arrival, you can park in the lot to the east of our building and
enter by the Personnel Department entrance. If you will ask the receptionist
to call me, I will escort you to our meeting room.

We look forward to seeing you and Mr. Ward this Friday.

Siacerely,

Q.0 (Buws”

Jages A. O'Connor - FLMI
Sechpd Vice President and Director

State Insurance Department Relations
(513) 629-1114

DJW:JA0:13j:6298v
Enclosures -
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GENERAL PURPOSE RESERVE CALCULATOR—*““"“*——----__~;_

<Fl>:Help; «Qs>:Quit
Mortality Table: 1941 Substandard Industrial--Age Next

Interest Rate: 2.5%

3

Issue Age: 25 Duration: 1
Premiums: for 20 years,\\ Level
Benefits: for ﬂife7“ ' Level
1S 2080
Reserve Parameters: Net Level Premium ¥ 4o,
Mean ug Sy
Curtate
Units of Face: 10.000 Unit Net Premium: 33.27
Factor: 28.77 Value for Units of Face: $287.70
OPTIONS: Press <Enter> for menu selection of tables; #nn loads

Table nn directly. Cursor Arrows for other variables.

GENERAL PURPOSE RESERVE CALCULATOR

<Fl>:Help; <Q>:Quit
Mortality Table: 1941 Standard Industrial--Age Next

o\

Interest Rate: 2.5

Issue Age: 25 Duration: 1
Premiums: for 20 years, Level

Benefits: for Life, Level sl

Reserve Parameters: Net Level Premium oot

Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 27.09
Factor: 25.12 Value for Units of Face: $251.20
OPTIONS: Press <Enters> for menu selection of tables; #nn loads

Table nn directly. Cursor Arrows for other variables.




Mortality Table:

Interest Rate:

Issue Age:
Premiums :
Benefits:

Reserve Parameters:

-GENERAL

PURPOSE RESERVE CALCULATOR

for 18 years,j

T

for Life,

Net Level Premium
Mean

<Fl>:Help;
1941 Substandard Industrial--Age Next

Duration:
Level

Level

Curtate
Units of Face: 10.000 Unit Net Premium:
Factor: 31.26 Value for Units of Face:
OPTIONS: Press <Enter> for menu selection of tables; #nn loads

Table nn directly. Cursor Arrows for other variables.

1

<Q>:Quit

35.72

$312.60




-GENERAL

Mortality Table:

Interest Rate:

Issue Age:
Premiums :
Benefits:

Reserve Parameters:

Units of Face:

Factor:

OPTIONS:
Table nn directly.

A <Fl>:Help; <Qs>:Quit

1941 Standard Industrial--Age Next
2.5% N
25 Duration: 1
for 18 years, Level

" for Life, Level
Net Level Premium
Mean
Curtate
10.000 Unit Net Premium: 29 .24

27.30 Value for Units of Face: $273.00
Press <Enter> for menu selection of tables; #nn loads
Cursor Arrows for other variables.
¢ 139
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NONFORFEITURE PROVISIONS

Automatic Extended lasurance — [n event of default
in payracnt of premiums this policy, without Bencfits for Loss of
Sight or Limbs and without Additional Benefit in Event of
Death by Accidental Means will automatically continuc in
force as non-participating extended term insurance from and
after the due daie of the first pramium in default, for the
amount of insurance stated on page | plus the amount of any
paid up dividend additions, and for such tecm s the value used
w determining the extension term in Table of Nouforfeiture
Values, increased by the present value of any paid up divi-
dend additions and decreased by any indebtedness due the

‘ompany on this policy including accrued interest, wil! pro-
Ade. Should there be no paid up additions and no indebtedncss
due the Company, the wrm of extended insurance will be the
same as specificd in Table of Nonforfoiture Values.

Cask Sarreader Yalue — After this policy has been in
force for five or more years with all due premiumns paid, upon

written application and surrender of this policy the Company
will pay to the Insured the Cash Surrender Value wated in
Table of Nonforfeiture Values, plus the present value of any
paid up dividend additions and kess any indebtedoess duc the
Company on this policy including accrued interest, provided
that if this policy shall have lapsed, such application must be
made within sixty days after the duc date of the first premium
i default. Automadc Extended [nsurance may be surrendered
wathin thirty days after any policy anniversary date for the pres-
ent value of the future guzcanteed benefits on such anniversary
date provided premiums have been paid for at least five years.

The Company may defer payment of any Cash Surrender
Value for a period not 10 exceed six months after written 2ppli-
cation therefor is received by the Company. If payment is so
deferred for a period of thirty days or more, interest at the rate
of 2}, % per annum shall be paid for the period of deferment.

TABLE OF NONFORFEITURE VALUES

The valucs in this tablc are based on the assumptioa that there are no paid up dividend additions and no indebtedness
on this policy and that all premiums {alling duc before the end of the period shown have been paid. Proportionate
adjustment in the nonforfeiture value will be made for each weekly premium paid beyond the end of the peried shown.

The Cash Surrender Values are based on an amount of insurance of exactly $100 and will apply pro rata to the
amount of insurance under this policy. The terms of Automatic Extended Insurance will be the same as those shown,

whatcver the amount of insurance under this policy may be

Nonforfeiture valucs for years later than those shown will be furnished upon request.

TERMS OF AUTOMATIC EXTENOED (HIURAMCE AFTER POLICY MAS SEEN IM FORCE

values are never less than those e
values po account x taken of Ben

dental Means.

Basis of Noaforfeitare Yalaes — All Cash Surrender Valucs are bas
Table with interest at 2¥4% per annum and are computed on the assumptions that (1) any death benefit is
at the end of the policy year of death and (2) premiums are payable annually in advance without any refun
policy year of dcath. The Automatic Extended I[nsurance beacfits are computed on the same basis and assumptons

except that the rates of mortality used during the extension period ace one hundred thirty per cent (130%) of the
rates o mortality according to the above mentioned table of mortality.

ed on the 194t Standard Industcial Mortality
yable
n the

The values ustd in determining the benchits showa in the foregoing table and for all later durauons not shown therein
are computed according to the adjusted premium method a5 provided in the Standard Nonforfeiture Law of the state
1n which this policy u delivered, except that in no cvent 5 any such value less than the sum required to purchase
Automatic Extended Insurance for 2 term of twenty-cight days plus onc day for cach weekly premium paid. Such
uired by the law of the ctate in which this policy i delivered. In computing such
ts for Loss of Sght or Limbs o of Additional Benefit in Fvent of Death by Acci
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NONFORFEITURE PROVISIONS

Awtomatic Bxdended Insurance—In event of deloult in pay-
ment of promiums this policy, without Benofits foc Loss of Sight or
Limbs and without Benefit in Eveat of Accidental Death, will outo-
maticolly continue force as nonporticipoting extended term
insurance from cnd ofter tha due date of the first premium in
deloult, for the amount of insuronce stoted oa page 1 plus the
omount of ony paid-up dividend odditions. and for such term os
the volue used in delermining the extansion ferm in Toble of
Nonforfeitura Valuas, increcsed by the present value of any poid-
up dividend odditions ond decreosed by any indebtedness due the
Compony on this policy including accrued interest, will provide.
Should there be no paid-up odditions aad no indebledness due
he Compony, the term of extended insurance will be the some
21 specified in Toble of Nonforfeiture Volues.

Cash Surreader Volue—Afier this policy hot been in force
for three or more yoors with oll due premiums poid, upon written
application and weeander of this policy the Compony will poy the

Cash Surrender Vahie stoted in Toble of Nonforfeiture Yalues
plus the present volue of any paid-up dividend oddifions ond lesz
any indebtadnass due the Company on this policy including occrued
interest, provided that if this policy shall have lopsed, such opplica-
tion musl be made within 60 days ofter the due date of the first
pramium in defaull. Provided pramivms wete poid for at leost three
yeors. Automotic Extended lasurance may be surrendered for the
prasant va've on the date of surrender of the future guaranteed
benefils, except that in the case of surrender witha 31 doys ofter
any policy anniversary the preieat volue sholl be computsd o of
such onniversary.

Tho Compony moy defar payment of any Cosh Surrendor Value
for a period not to exceed six months after written application
tharelor is received by the Company. if payment is so delerred
for o period of 30 doys or more, interest at the rare ot 2%%, a
year sholl be paid for the pariod of deferment.

the period shown.

of insurance under this policy may be.

YABLE OF NONFORFEITURE VALUES

The values in this toble are based on the assumptiona thot thecs are a0 paid-up dividend odditions and no indebtednass on this
policy and that all pcemivms folling due bafore the cnd of the period shown have been paid. Proportionote adjvsiment in the
nonforieiture volue will ba made for each we kly promium paid beyond the ond of the period shown. Aftar premiums have baen
fully poid, proportionate increose in the Cash Surrender Volue will be mads for ony fraction of o year beyond the end of

The Cosh Surrender Values are based on an amount of insurance of exocty $100 and will apply pro rota to ths amount of
insurance under this policy. The 1erms of Automatic Extended lasuraace will bo the same os those shown, whatever the amount

Nonforfoiture Yaluss for years later than those shown will be furnished vpon request.

TERMS OF AUTOMATIC EXTEMDED BMSURANCE AFTER POUCY HAS BEEN B FORCE FOR
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CASH SURRENDER YALUES PER $100 OF mOGURANCE AFTER POLKY MAS BEEN N FORCE FOR
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Basis of Nonforfeture Values — Al Nonforferturs Voluzs are bosed on tha 1941 Substondord fndustriol Mortolity Toble with
intarast ot 2% a yeor ond ore Computed on the assumptions thot {11 ooy dsoth benafit 15 payable ot the end of the policy
yeor of death ond (21 premiums are payoblo onnvally wn odvonce wathout any cetund in the policy year of deoth A dsraded
statament of the method of determining Nontorfairurs Voluos has been filed with ths insurance supsrvisory official of the state
in which the pohcy 3 delevered

The values used in determining the Lenaflits shown i the foregoing table ond for olf loter durotions not shown theren ore Com
puted according 10 the Standard Nontoriaiture Volue Method wing the opphicabla nonforfeiture foctors, sacept that w no
aveat s any such valus less thon the sum requiced 1o purchasa Avtomeic [<tended tnturance for o tem of rwenty - aight days.
plus one addiionol doy for each weekly premium poid Such values ara naver loas thon those requiced by tha low of the state
in which this policy is delivered tn compuning such valuet no account it foken of Ronefits for toss of Sight or Limbs ot of Benefu
in Event of Accdental Death.
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LMITED PAYMENT UFE POUCY
Precaioms Payabbe for Numbar of Years Shown in the Schedule or ontil Prior Death

Face Amouwnt Payable ot Doath
Walver of Premium Disability Beneftt

Accidental Death Benefit

Annval Divideads

TABLE OF CASH AND NONFORFEITURE VALUES
20 PAYMENT LIFE

THE VALUES APPLYING TO THE POUCY ARE THOSE 1N TKE COLUMN HEADED WITH THE AGE SHOWN ON PAGE 1
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1. Table of Vahies — Tabular Cash Values and
Optienal Pcid-up Insurance amounis are shown
fer o 51.000 face cmount. Values for other foce
amounts will be mroportionate. The policy shall
have no Cash Value prior to the end of the palicy
vear lor which a Tabular Cash Value js first
shown Tabular Cash Values between those
shown in the icble shall be obtained by inter-
polatica.

The period of Exended Term Insurcmce is the
scaze for emy face cmount and will commence
s of the due date of the prerium in defoult

Tebular Cash Values and Nonlorieiture Bene-
firs will be the same whether or nol th= policy
conlains any Accidental Death Benelit or Waiver
of Premmum Disability Benebt

All vaues are equal to or greater than those
required by the law of the state it which the

policy is delivered Values not shown will be
tumished upon request.

2. Basiz of Computation — The Tabular Cash
Value for ecch $1.000 foce amount at the end of
any policy yecr is calculated by the Stendard
Noolorleiture Value Method using the applicable
nonloreitiure {actors.

Net single premiums, presant vatues and cash
nd noolorieiture volues cze based on the Com-
missioners 1941 Siondard Ordinary Mortality
Table with interest at the rate of 24 % a year
and on the assumption that death occurs at the
ead of the policy year and premiuvwms are paid
10 the end of such year.

A detciled statement of the method of deter-
mining Tabuler Cesh Values has been filed with
the 1nsurance superwisory ofbaal of the state in
which the policy is delivered.

NONFORFEITURE BENEFITS

1. [xtouded Term Insurance — Upon premium de-
{ault, the policy shall be quiomatically continued
as nonpartidpating term insurance for the loce
amount plus any paid-up additions and dividend
cccumulations less any (ndebtedness and for such
rarm as the Cash Yalue less such indebtedness
wall provide when apphed as a net single pre-
mium @ the atknned age of the lnsured on the
date of deloult It thers is no Cash Value and
xermums have been pad for at least one full
year such term shall be as shown in the Table of
~ash and Nonforieiture Values.

2. Optional Paid-up lasurance — In beu of Ex-
tended Term lnsurance, participating  paid-up
life 1nsurance may be elected by written request
within 60 days after premium defoult. Such in-
surance will be paycble at the same time and

under the same conditons os the foce amount

but for such amount as the Cash Value. less any

indebtedness. will provide when apphed as a net
single premium at the attawned ags of the Insured
on the date of default

3. Cash Surrender — In lisu of Extended Term
Inswanee or Optional Pad up lnswrance. the
policy may be surrendered for its Cash Value

leas any wdebtedness

0000411648
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SENT BY -OHLO INSURANCE DEPT Col-l0- 2L 2 54PM - TNVEDSTIGA YL OLay. LD g gy g
L__,_-r"'"

bl

RACT ANL NATIOHALITY
NZGECZ2

Cnls the test risxs ~ill be constderec, subject to a medlcal
scamination, as follows:

1. Mdale and single female anplicants in preferrad occupations such
as professora, teachars, executivas, adaninizcrative haads,
graduate students, lawxyers, doctors, minlsters, atc., may ve
ofrarsd Lnsurance on the 20 Payment Life plan, or encovzent plans
requiring equal or larger premlums, 1n amounts-not axceading

2,2C0 with a basic rit<ng of Class B due to racs. o ad<ictional
banefits may be oflz2r2d,

2. ¥ela azplicants who do not measure up to the occupational classi-
fications enumerated in (1) sbove, but who are permanently cngagd
{n standard oczupations of the better tyves and who hove family -
rasponsibilities and good kcma surroundings may, in well selected
casss, ba offarad 4,500 20 Ppayment Life or 23 Year cocdovement , with
a basic rating of Class B aue to .ace, No extra benefits will be
{ssued in this group. Female apolicants will not be considered.

3. Negro children and young acults are not to bz considersd as
substancard coverage ts not itssued below age 15 and the ultimacze
mortality hazard in thsse risks 1s not csfinitely doterzinable,

CHINZSE, FILIPINCS, JAPANZSZI, XCreals, HAWAIILIANS, MeXICANS, AERICAY
INDIANS AVD NATIVEZS OF IWdDIA

Stch soplicants permanently residing 1o the United States, wh=2Chz:
born in Norih America or ia some other country, will be undsrwrittean o
the same basis as comparacle Caucaslgn lives, exceot that a medical
exsmination will be required in all cases. Howcver, aftar the dellvery
of a standard rating policy issued on a medical exanination; tns Non-
madical rules may be apolied within one year from tke data of such
examinacicn.

In underwrizing these risks bsar in mind livinz concitions, occu-
pation, pernaneacs of resztdonce, eto. Iasurablz inter2st shoulc be
scruztnized with care. There 13 a tendency to aoply for insurance in
favor of disctant r=latives and non-ralatives, thus raising a serious
question as to sdeculaclon. Car=ful s2lectlon aust be nmacde when the
amount acolied (or agoears to be out of line,particualarly on low priced
plans. Particular attention should be pold to the tuberculosis hazard
baciusas 1t apoears that this impairm=2az i3 responsidl: for muon of tne
exzra mortality Nersclors {nhwrant In these grouss,

Disabtlity

Nafver of Premiua Clsability bezefits may be granted {n accorc-
ance #ith our regzilar -ulzs for comparadble Caucastian lives.

Accidental Ceain bBenefiis.

A.L.2. may be graated at our tegular rataes ia accordance vith
the occupacion and sucstandard rales.

76 (Ravisaed 5-12-47]
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FORZIGN 20RN CAUCASTIAY AR2LICALNTS
Males

Hay be considsrasd on th: sane basis a3 native born azrlicants,
vwilth special attention being given to occupatlon, morals, inaurabls
interesta, ard fraud ring situacions.

Femaleg

Forelgn born Caucasian wcmsn should always be strictly un-
deraritten, especially wher applications are sutmitted non-medically,
Care should be taken to guard against speculation, particularly by
acult calldren beneficlaries. Substandard risks beyond Class A
should usually be declined. A spectal numerical dedlit of 10 or 15
points is to be assessed for the factor of foreign birth. The limit
of insurance shculd be kept to a small ncminal total. -

Lz55 THAN ONZ YEAR'S RZSIDENCE [N THZ UNITED STATES

Consider for e maximum of 51,000 withcut additional benefits
and subject to & medical examination. Watch for speculation, parti-
cularly at the age extremes,

" (Revised 3-12-:7)
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RACL AND RATIONALITY

Chinsse, FPillipinos, Japaness, Korsans, EBawsilane, Mexicang
AGericen -30.80n6 N0 dal.vss Ul .AQL8 —*

a. Lirs Beaefite
Bubjeet Lo o zedical szazination aod Comagercial Inevectica
repart euch applicants pesrmanenily residing inm the Unitea Statea,
wnether born in Horth Americe or iag some other csoualry, are to be
undervritten oo tbha same baals as coaperadle Ceucaelan livea.

Lfter the 4delivery of a Btasndard poliay, the svon~sedical
Tules amay be applled within one year (rom the date af original
medlical examimation.

In undervriting tlese rliska bhear 1a 3tad liviag eondltiona,
occupation, pervanence of reaidenas, ¢ta, Insuradle intersatl
abould be ecrutinlted «with care. There L1& & teadency to apply
ror ineurance 1in favor of distent relatives and non-rolatives,
thua reising #» wesriovs questicn aw %0 epeculation. Carerul
eelection ouel be made when the smount applied for appeare to be
ercoesive, partioulsrly cn lov presium plens.

Particular attentioa should be paid te the tuberculosla
hegard becsuse Lt sppeers That thie impairment la respaneldle for
much of the exire martslitly heretofore i{aonerent la these groupe.

b. Ad¢izional Benafita
focldeatal Ksana Death BensflT way be grsnted at our
regqular rate in accordande with the occupation and other rulea,

Diaabdility ¥Yelver of Preailuns Benefite a7 de grentsd 1n

“Taccordance with the ragular rules.

Supplecentary Toera Ineurance Beneflte and laoteriz Ters in-
surance way only be granted la selecled ocaace.

Necroa

The same rules epply to Negros as %0 the Aon-Caucsslane, how-
sver. avery application o0 & Megro mustl be referred to the Under—
welting Comaltlee,

Fforetgn Scrn Cavucesian Applicants

a. Living in he Unitesd 3tates 3z0re than ona year
Xales applicante 1N hle JTOUD @84y be conaldarsd on Uhs
ssme bagles ase osative Ddorn applicanta, with speciel attentlon
being glvea {o sccupation, worale and insursble intarcet.

Forcign bPorn Cauceslan women wmuetl be underwrilten very
carelully, sepecislly when aoplicatiosns are suboillied non-3sci-~
cally. Cuari ageilnetl speculaclon, particylarly oy adult cailaren
benarficisries. Subatsandsard ratingkes Dbeyond Clees A 8re uasually
resaons (or steclination. A eoecle) numericsl dsbit of 10 or 13
points enould bde esasessed <due O the (astor ef forsilgm birth.
The lieit of lpaurance should be kXept¢ (0 & nominsl total, uveuslly
notl aore than §1000 unless apecial circumslsnces exlst.

b. Ons year or less reeldsace In the United 3Itataes
Conslder for a saxlaum of €100Q0 without additisnsl Dene—
fite. PReculre s g<dicel oxsmicalion iam every Inetence sg well ao
a Coeewrolal [mspectlon report. VYalch for speculetion, pertlou—
larly ot tDe 6gv gilremas.

120 Reviacd 3-5°
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Companies Acquired by Thq/\[\[ggtern and Southern Life Insurance Companyw&(%fehsaﬁa@ee

" Policies [ssiied 1949 and Later >
—

Co Acquisition Insurance In Industrial Insurance
Company Code Date Force Date In Force
Pennsylvania Mutual (Phil ) M 7131/54 12/31/53 27,703,109
Life of Missouri (St. Louis) L 6/30/57 12131756 109,606,175
Imperial Life (Asheville) N 9/30/57 12/31/56 89,358,991
Guaranty Union (Los Angeles) C 12131157 12/31/56 6,630,852
Texas Prudential (Galveston) T 3/31/58 12731156 95,769,648
United Life (Jacksonvilie) F 6/30/59 12131158 63,493,441
Acme Life (New Orleans) A 12/31/66 12/31165 43,265,000
American Life (Baltimore) B 6/30/68 12131167 21,327,039
Unity Life (New Orleans D - 9/30/70 12/31169 40,163,161

CRH hjk/01crhd8
12/31/01
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MEMORANDUM

Privileged and Confidential

April 19,2001

TO:

Carroll Hutchinson

FROM: Bill Neal

RE:

e

Race-Based Premium Research — Imperial Life Weekly Premium [ndustrial

To determine which fully paid-up, reduced paid-up and extended term policies may have been issued
to minorities at premium rates higher than the rates charged white applicants, we first downloaded to
a PC file all Imperial Life weekly premium policies from the master file. We eliminated policies still
in force on premium paying status because we confirmed that either (a) the necessary amount
increases had been made in 1988 on policies issued to minority lives or, (b) by reference to the rate
manuals or application files, the policies had been issued to white lives only. The attached table
indicates the number of non-premium paying records selected and the number to which increases in
amount were made 1n April, 2001.

From the rate manual, we were able to determine that separate rates were used for Afro-American
applicants in most cases. Working with each plan separately, logic was developed to match
individual records by plan, age, issue amount and premium to rate manual data. There were several
hundred mismatches. The applications for these were obtained, when available, and examined on an
individual basis to determine the correct information. ECrrors discovered included incorrect plan
codes, incorrect premiums, incorrect ages and incorrect face amounts  These were corrected on our
working files so that the correct adjustment ratio could be calculated. [n some cases the corrections
were made on the master file as well.

For those policies for which higher premiums had been charged because of race, an increase in the
current amounts of coverage was made. [f comparable plans had been issued at the same time to both
Afro-American and white applicants, the increase was calculated by multiplying the current amount
of insurance by the ratio of the Afro-American premium rate to the white premium rate (ratios
calculated to five decimals) The same ratio was used to increase the amount of pure endowment,
when applicable.  For situations in which comparable plans were not issued concurrently, we
followed the procedure established in the 1988 Study To this end, we calculated net annual
premiums, using both sub-standard and standard commutation functions. We deducted the calculated
sub-standard net annual premium from the annualized gross premium to determine the loading value.
The loading value was then added to the standard net annual premium, yielding a recalculated gross
annualized premium on a standard basis. The ratio of the actual gross annualized premium to the
recalculated gross annualized premium produced the adjustment ratio to be applied to the current
amount of coverage

A disk will be prepared in zip format listing all the pohcies changed showing the old and increased
amounts U" msurance

D Meceuke

WEN mm

ALMGRPINSVIO8E Spocial Dhovadenif WL 80 $TUD Yvace based prowm resich neal 032 704 doc
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INDUSTRIAL DEPARTMENT

RATE TABLES

FOR

ADULT and INFANTILE

(WHITE RISKS)

315
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MEMORANDUM

Privileged and Confidential

December 28, 2000

TO:

Carroll Hutchinson

FROM:  Bill Neal

RE:

I

Race-Based Premium Research - Reinsured Companies Ordinary Policies

To determine which regular ordinary and monthly account ordinary fully paid-up, reduced
paid-up and extended term policies might have been charged an extra premium based on
race, | examined the rate manuals of United Life, Pennsylvania Mutual and Public Savings
[nsurance companies. [ was unable to locate any "special" premiums and no references to
cthnicity. [ concluded that no differentiation had been made in the rates and that it was not
company practice to issue policies to Caucasians only. American Life and Unity Life have
only weekly premium policies in force.

For the five companies (Acme, Guaranty Union, Life of Missouri, Imperial Life and Texas
Prudential) on which race-based premium adjustments had been made in 1988, I selected
from the master file and downloaded to the PC all non-premium paying in force policies
which had a substandard code. The attached chart indicates the number of policies selected.

The application files on the policies selected were obtained. Those relating to substandard
white lives were returned to file. By reference to the rate manuals of the various companies
and, in some cases to individual applications, [ determined which policies had paid cither a
special race-based premium or to which a substandard extra premium had been applied based
solely on ethnicity. Most of the policies had been issued to Afro-Americans, but a few had
been issued to Hispanics and other minorities.

For those policies on which an extra premium had been paid because of race, an increase (0
the face amount of insurance was made. The increase was calculated by multiplying the
current amount of insurance by the ratio of the premium rate which had been charged to the
rate for comparable standard coverage (ratios were calculated to five decimals). The same
ratios were applied to increase the amount of pure endowment on those few cndow‘mﬁm
policies that had such. None of the policies involved had dividend accumulations or paid-up
additions.

WEN:mm

CAWINDOWS\Temporary Internet Files\Content 1ESUGE TNV Ud\race based prem resrch neal 122800 (edit 052501 doc
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WEN mim

Policy numbers of the policies selected were compared to those stll in force for which
increases had been made in 1988. Three matches were found. The face amounts 10 all three
had been properly increased in 1988, but contained valid substandard ratings related to
occupation or build.

[dentifying policy form numbers were obtained. The policy form numbers for Life of
Missouri were clearly identified in that company's policy form manual by plan, policy
number, and policy date. Those for the other four companies were obtained from worksheets
in the individual applications.

[ selected from the master file and downloaded to a PC file, data from the 144 policies still in
force for which amount increases had been made in 1988. Policy form identification was
obtained and coded on the PC record in the manner described previously for non-premium
paying policics.

A list will be prepared by company, state, and policy form number for the non-premium
paying policies changed in 2000, and for those policies still in force which had been changed
in 1988. This provides the data needed to complete the report to be submitted to the Ohio
[nsurance Department. The list provides number of policies, annualized premium (for
premium-paying policies), adjusted amount of insurance, and current cash value (based on
the adjusted amount of insurance). We will also obtain, for our own information, the original
face amount, pure endowment amount and the cash value as well as the increase in each.

D Menke

CAWINDOW SViemporary Internct Files\Content 11 SUGEINY Udvrace based prem resech neal 122800 {edit 9325017 doc
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1988 Benefit Increases

Number Of Old Face New Face
Line Co. Code Co. Name Policies Amount ~éﬂgggg‘
Weekly Premium A Acme Life 3161 $1,178,212 31,282,451
[ndustrial Insurance Co.
B American Life 2281 863,558 993 674
Insurance Co.
of Baltimore
D Unity Life 693 294,521 373,704
L The Life Insurance 2446 344,081 979,181
Co. of Missouri
N The Imperial Life 909 214,068 270,899
Insurance Co.
0 The Western and 84 37,726 43,909
Southern Life
Insurance Co.
T Texas Prudential 599 138,253 199,055
nsurance Co.
Total Weekly Premium Industrial 10,173 $3,570,419 $4,142,873
Monthly Premium C Guaranty Union 55 S 40,800 S 46,909
Industrial 0 The Western and 2 1,500 1,781
Southern Life
Insurance Co. _
Total Monthly Premium Industrial 57 S 42,300 S 48,690
Total Industrial 10,230 $3,612,719 $4,191,563
Regular Ordinary A Acme Life 2 N 3,000 S 3,453
Insurance Co.
C Guaranty Union 3 2,000 2,646
L The Life Insurance 3 2,200 2,580
Co. of Missouri
N The Imperial Life 6 10,000 12,303
Insurance Co.
T Texas Prudenrial 4 3,500 4,367
Insurance Co. —— e
Total Regular Ordinary 18 $ 20,700 S 25,349
Monthly Account A Acme Life 33 $ 33,869 S 38,139
Ordinary Insurance Co.
C Guaranty Union 6 4,450 6,151
L The Life Insurance 363 351,645 476,510
Co. of Missouri
N The Imperial Life 1 1,000 1,125
Insurance Co.
T Texas Prudential S 6,192 7,570
[nsurance Co. o e
Total Monthly Account Otdinary 408 gqugf,}SQ S 520,405
total Ordinary 426 S 417,856 S 554,844
fotal ALL Lines of Business 10, 656 S4,0130,575 Sa4 746 407

it cash value or resecve $359,2067.

thwroase

Increase
Face Amo
<Lt amo

$104,23

130, 11¢

79,183
135,100
56,831

6,183

60,802

e

$572,454

S

6,109
281

e

3
$5

3

6,390

78,844

453

646
380

sliz, 19

S1LiG,

A

988

y, H12
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WSLIC
ODIl Race Based Exam

Attachment 19.1

Policy Counts by State-1988 and 2000/2001 Adjustment Programs

Policy Asa %
State (¥ Count Of Total
AK 2 0.004%
AL 14 0.025%
AR 17 0.030%
AZ 8 0.014%
CA 621 1.107%
CcO 29 0.052%
CT 17 0.030%
DC 84 0.150%
DE 10 0.018%
FL 13 0.023%
GA 10 0.018%
Hi 1 0.002%
1A 84 0.150%
iD 1 0.002%
iL 2,524 4.498%
IN 200 0.356%
KS 1,195 2.130%
KY 7 0.012%
LA 6,388 11.385%
MA 19 0.034%
MD 8,994 16.029%
Mi 76 0.135%
MN 15 0.027%
MO 6,507 11.597%
MS 17 0.030%
MT 2 0.004%
N/A 430 0.766%
NC 25,158 44 837%
NE 8 0.014%
NJ 42 0.075%
NM 12 0.021%
NY 199 0.355%
OH 20 0.036%
OK 33 0.059%
OR 5 0.009%

3/25/03

2000 2001 Summary (By State)



WSLIC
ODI Race Based Exam

Attachment 19.1

Policy Counts by State-1988 and 2000/2001 Adjustment Programs

Policy Asa%
State (" Count Of Total
PA 46 0.082%
SC 33 0.059%
TN 31 0.055%
X 3,129 5577%
VA 69 0.123%
WA 22 0.039%
Wi 12 0.021%
WV 1 0.002%
WY 5 0.009%
TOTAL 56,110

(1) Based on data provided from WSLIC administrative database.

3/25/03

2000 2001 Summary (By State)
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Attachment 21



WPI Race-based Premium Study - 2000/2001

We also referred to the listings of plans identified in the 1988 Study, taking care to select
only thosc policies which had not been adjusted in 1988, because they were not premium
paying at that time.

As of September 15, 2000, we selected all WPI policies on the Master File by plan, age and
policy date, regardless of need for adjustment. From this file, we formed our preliminary
estimate of the policies, which could potentially require modification

The Western-Southern Life plans requiring adjustment were identified in a straightforward
manner.  Plans of the reinsured companies were more difficult to identify, especially for
policies which had gone on fully paid-up or reduced paid-up status prior to being reinsured.
[t was not unheard of for different plans to be co-mingled into one generic plan upon
reinsurance. While the total paid-up amount was not in question, master record fields such as
issuc age, face amount and weekly premium were sometimes cither mis-coded or left blank.
Many applications were reviewed one-by-one in an effort to determine the plan of issue.

III. Determination of the Adjustment Ratios

For plans, which were issued concurrently to both white and non-white applicants, the

Adjustment Ratio was calculated by dividing the non-white weekly premium by the white

weekly premium, carried to S decimal places. In terms of frequency. this situation was the

exception rather than the rule.

For plans issued exclusively to non-white applicants, the Adjustment Ratio was calculated as

follows:

a  Deternune the gross weekly premium, based upon issuc age and issuc vear, {rom the
appropriate rate manual and express it on a “per thousand” basis.

b Calculate the annualized premium per thousand by multiplying the result rom step a. by
52.14 (1.e., 365 = 7), representing the number of weeks in a calendar year

¢ Calculate the Net Annual Premium, at each issue age, for the benefit provided (including
grading, 1{ any) and for the premium-paying period on an appropriate substandard table
(erther SST3%% or 1941 SSI 3%, depending on issue date) using commutation functions.

d Calculate the Loading by subtracting the results for step ¢. from the results for step b.

¢ Calculate the Net Annual Premium, if any, corresponding 1o step ¢ on a standard table
(etther SU3%% or 1941 S[ 3%, depending on issue date).

. The Adjustment Ratio is calculated by dividing the gross premuum calculated on the
substandard table (results of steps [c¢ + d]) by the corresponding £ross premium
caleulated on the standard table (results of steps [¢ + d.]), rounded o 5 decimal places

WWSEL ACTUARYIVOL DGREPSATGRPINS U 98S Specist ividend\W P 00 STUDYADGCumentation dog [EAVATA T3
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GENERAL PURPOSE RESERVE CALCULATOR=————————e .
- <Fl>:Help; <Q>:Quit
Mortality Table: 1941 Substandard Industrial--Age Next
Interest Rate: 2.5% '
Issue Age: 9 Duration: 1
Premiums: to age 70, Level
Benefits: for Life, Level
Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 14.51
Factor: 12.99 Value for Units of Face: $129.90
OPTIONS: Press <Enter> for menu selection of tables; finn loads
Table nn directly. Cursor Arrows for other variables.
GENERAL PURPOSE RESERVE CALCULATOR
<Fl>:Help; <Q>:Quit
Mortality Table: 1941 Standard Industrial--Age Next
Interest Rate: 2.5%
Issue Age: 9 Duration: 1
Premiums : to age 70, Level
Benefits: for Life, Level
Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 10.90
Factor : 9.68 Value for Units of Face $96 80

OPTIONS: Press <Enters
Table nn directly.

for menu selection of tables;
Cursor Arrows for other variables.

finn loads




Mortality Table:

Interest Rate:

Issue Age:
Premiums :
Benefits:

Reserve Parameters:

Units of Face:

Factor:

—GENERAL

PURPOSE RESERVE CALCULATOR=—————————

. <F1>:Help; <Q>IQUiC
1941 Substandard Industrial --Age Next

2.5% 1

21 Duration: 1
to age 70, Level

for Life, Level

Net Level Premium

Mean

Curtate

10.000 Unit Net Premium: 20.76
16.48 Value for Units of Face: $164 .80

Enter rate as X.XXX or X X/X. Press <D> for Double-interest, <S> for
Single-interest; Cursor Arrows for other variables.

Mortality Table:

Interest Rate:

Issue Age:
Premiums :
Benefits:

Reserve Parameters:

GENERAL

PURPOSE RESERVE CALCULATOR

<Fl>:Help; <Q>:Quit
1941 Standard Industrial--Age Next

2.5%

21 Duration: 1
to age 70, Level

for Life, Leve]l

Net Level Premium

Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 15 .63
Factor: 13.79 Value for Units of Face: $137.90
OPTIONS: Press <Enter> for menu gselection of tables: fnn loads

Table nn directly. Cursor Arrows for other variables.




s 0o 09 N R T ST T R TS R B G vy N W T O e

-GENERAIL, PURPOSE RESERVE CALCULATOR::::::::::::::::::::L
) <Fl>:Help; <Q>:Quit
Mortality Table: 1941 Substandard Industrial--Age Next
Interest Rate: 2.5% .
Issue Age: 46 Duration: 1
Premiums: to age 70, Level
Benefits: for Life, Level
Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 48 .77
Factor: 38.31 Value for Units of Face: $383.10
OPTIONS: Press <Enter> for menu selection of tables; #nn loads
Table nn directly. Cursor Arrows for other variables.
GENERAL: PURPOSE RESERVE CALCULATOR
<Fl>:Help; <Q>:Quit
Mortality Table: 1941 Standard Industrial--Age Next
Interest Rate: 2.5%
Issue Age: 46 Duration: 1
Premiums: to age 70, Level
Benefits: for Life, Level
Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 40 .95
Factor: 35.02 Value for Units of Face: $350.20

OPTIONS: Press <Enters
Table nn directly.

for menu selection of
Cursor Arrows for other variables.

tables; Hnn loads




GENERAL PURPOSE RESERVE CALCULATOR=————————

) . <Fl>:Help; <Qs>:Quit
Mortality Table: 1941 Substandard Industrial--Age Next
Interest Rate: 2.5% (S?l J ’
Issue Age: 1 Duration: 1
Premiums: for 18 years, Level
Benefits: for Life, Level
Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 26 .12
Factor: 5.54 Value for Units of Face: $55.40
OPTIONS: Press <Enter> for menu selection of tables; #tnn loads
Table nn directly. Cursor Arrows for other variables.
GENERAL, PURPOSE RESERVE CALCULATOR
<Fl>:Help; <Q>:Quit
Mortality Table: 1941 Standard Industrial--Age Next
Interest Rate: 2.5% (£Z>
Issue Age: 1 Duration: 1
Premiums: for 18 years, Level
Benefits: for Life, Level
Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 21.00
Factor: 5.33 Value for Units of Face: $53.30
OPTIONS: Press <Enter> for menu selection of tables:; knn loads

Table nn directly. Cursor Arrows for other variables




Mortality Table:

Interest Rate:

Issue Age:
Premiums :
Benefits:

Reserve Parameters:

Units of Face:

Factor:

OPTIONS: Press <Enter> for menu selection of tables;
Cursor Arrows for other variables.

Table nn directly.

GENERAL

PURPOSE RESERVE

CALCULATOR=————mee
<Fl>:Help; <Q0>:Quit
1941 Substandard Industrial--Age Next

2.5%

5 Duration: 1
for 18 years, Level

for Life, Level

Net Level Premium

Mean
Curtate
10.000 Unit Net Premium: 24 .29
22 .26 Value for Units of Face: $222 .60

ffinn loads

Table nn directly.

Mortality Table:

Interest Rate:

Issue Age:
Premiums :
Benefits:

Reserve Parameters:

Units of Face:

Factor:

OPTIONS: Press <Enters>

-GENERAL

PURPOSE RESERVE CALCULATOR

<Fl>:Help; <Q>:Quit
1941 Standard Industrial--Age Next

2.5%

5 Duration: 1
for 18 years, Level

for Life, Level

Net Level Premium

Mean

Curtate

10.000 Unit Net Premium: 19 79
18.25 Value for Units of Face: $182 .50

for menu selection of tables; #nn loads

Cursor Arrows for other variables




GENERAL  PURPOSE RESERVE

CALCULATOR——————

Table nn directly.

<Fl>:Help; <Q>:Quit
Mortality Table: 1941 Substandard Industrial--Age Next
Interest Rate: 2.5% *
Issue Age: 42 Duration: 1
Premiums: for 18 years, Level
Benefits: for Life, Level
Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 50.20
Factor: 41 .88 Value for Units of Face: $418.80
OPTIONS: Press <Enters> for menu selection of tables; #nn loads
Table nn directly. Cursor Arrows for other variables.
GENERAL PURPOSE RESERVE CALCULATOR
<Fl>:Help; <Q>:Quit
Mortality Table: 1941 Standard Industrial--Age Next
Interest Rate: 2.5%
Issue Age: 42 Duration: 1
Premiums: for 18 years, Level
Benefits: for Life, Level
Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 42 .68
Factor: 38.42 value for Units of Face: $384 20

OPTIONS: Press <Enters

for menu selection of tables; #nn loads

Cursor Arrows for other variables.




GENERAL PURPOSE RESERVE CALCULATOR=————— .

‘ <Fl>:Help; <Q>:Quit
Mortality Table: 1941 Substandard Industrial--Age Next

Interest Rate: 2.5

o\

Issue Age: 7 Duration: 1
Premiums: to age 65, Level
Benefits: to age 65, End't Level

Reserve Parameters: Net Level Premium

Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 14 .43
Factor: 12.69 Value for Units of Face: $126.90
OPTIONS: Press <Enters> for menu selection of tables; finn loads
Table nn directly. Cursor Arrows for other variables.

GENERAL PURPOSE RESERVE CALCULATOR

<Fl>:Help; <Q>:Quit
Mortality Table: 1941 Standard Industrial--Age Next

Interest Rate: 2.5

o\

Issue Age: 7 Duration: 1

Premiums: to age 65, Level

Benefits: to age 65, End't Level

Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 11.43
Factor: 10.05 value for Units of Face- $100.50
OPTIONS: Press <Enter> for menu selection of tables; Hon loads

Table nn directly. Cursor Arrows for other variables.




Mortality Table:

Interest Rate:

Issue Age:
Premiums:
Benefits:

Reserve Parameters:

Units of Face:

Factor:

OPTIONS: Press <Enters> for menu selection of tables:
Cursor Arrows for other wvariables.

Table nn directly.

-GENERAL

PURPOSE RESERVE CALCULATOR=——————

<Fl>:Help; <0>:Quit
1941 Substandard Industrial--Age Next

2.5% E

13 Duration: 1

to age 65, Level

to age 65, End't Level

Net Level Premium

Mean

Curtate

10.000 Unit Net Premium: 17 .46
15.59 Value for Units of Face: $155 .90

#nn loads

Mortality Table:

Interest Rate:

Issue Age:
Premiums :
Benefits:

Reserve Parameters:

Units of Face:

Factor:

OPTIONS: Press <Enters
Table nn directly.

GENERAL

Mean
Curtate
10.000 Unit Net Premium: 13.63
12.54 Value for Units of Face: $125.40
for menu selection of tables; #nn loads

Cursor Arrows for other variables.

PURPOSE RESERVE CALCULATOR

<Fl>:Help; <Q»>:Quit
1941 Standard Industrial--Age Next

2.5%

13 Duration: 1
to age 65, Level

to age 65, End't Level

Net Level Premium




. <Fl>:Help; <Qs:Quit
Mortality Table: 1941 Substandard Industrial--Age Next

*

o\®

Interest Rate: 2.5

Issue Age: 14 Duration: 1
Premiums: to age 65, Level
Benefits: to age 65, End't Level

Reserve Parameters: Net Level Premium

Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 18.04
Factor: 15.89 Value for Units of Face: $158.90

Select <C»> for Curtate; <S> for Semicontinuous; <Fs> for Full Continuous .
Cursor Arrows for other variables.

GENERAL PURPOSE RESERVE CALCULATOR=——————

GENERAL PURPOSE RESERVE CALCULATOR

<Fl>:Help; <Q>:Quit
Mortality Table: 1941 Standard Industrial--Age Next

Interest Rate: 2.5%

Issue Age: 14 Duration: 1

Premiums: to age 65, Level

Benefits: to age 65, End't Level

Reserve Parameters: Net Level Premium
Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 14 .07
Factor: 12.92 Value for Units of Face: $129.20
OPTIONS: Press <Enters> for menu selection of tables; Hnn loads

Table nn directly. Cursor Arrows for other variables.




Mortality Table:

Interest Rate:

Issue Age:
Premiums :
Benefits:

Reserve Parameters:

Units of Face:

Factor:

OPTIONS: Press <Enters> for menu selection of tables;
Cursor Arrows for other variables.

Table nn directly.

-GENERAL

PURPOSE RESERVE

<Fl>:Help; <Q>:Quit

1941 Substandard Industrial--Age Next

2.5

o\°

20
to age 65,
to age 65, End't

Net Level Premium
Mean

-

Duration: 1
Level

Level

Curtate
10.000 Unit Net Premium: 21.65
17.57 Value for Units of Face: $175.70

#nn loads

Mortality Table:

Interest Rate:

Issue Age:
Premiums :
Benefits:

Reserve Parameters:

-GENERAL

PURPOSE

RESERVE

CALCULATOR =
<Fl>:Help; <Q>:Quit

1941 Standard Industrial--Age Next

2.5

o\®

20
to age 65,

to age 65, End't

Net Level Premium

Duration: 1

Level

Level

Mean
Curtate
Units of Face: 10.000 Unit Net Premium: 17.09
Factor: 15.36 value for Units of Face: $153.60
OPTIONS: Press <Enter> for menu selection of tables; #tnn loads
Table nn directly. Cursor Arrows for other variables.
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RECEIVED

Western-Southern Life MAY 15 2003
FOUNDED IN 1888 0&,‘(}5 D@:@mm .

OFFICE OF
VICE PRESIDENT

May 14, 2003

Mr. Daniel H. Huston

Deputy Assistant Director

Office of Investigative & Licensing Services
Ohio Department of Insurance

2100 Stella Court

Columbus, OH 43215

Dear Mr. Huston:

The Company would like to submit the following comments to supplement the report prepared
by Actuarial Resources Corporation (ARC) for the state of Ohio. We appreciate the comments
in the report citing the diligence of our staff, their extensive analysis and the appropriateness of
the methodology they used in identifying policies with race-based premium rates both in 1988
and 2000/2001. As the report notes, given that we were dealing extensively with records we
inherited from companies we acquired, our staff faced significant challenges.

There are several points that are either referenced in the report or in the material ARC associates

reviewed that we believe are especially significant and, therefore, merit additional description.
They are as follows:

- Policies Issued by Later Acquired Companies — As the report indicates, the
overwhelming majority of the policies in question were issued by companies acquired
by Western & Southern and had already been issued prior to Western & Southern's
acquisition of the issuer.

« Western & Southern Practice — As the report states, Western & Southern has not
priced or issued a policy based on race since 1958. Further, the Western & Southern
race-based policies discussed in the report were issued during a nine-month period in
1957 and 1958 as a continuation for a brief time of the practice of three of the acquired
companies. By 2000, there were only 258 of these policies in force. We estimate that

there were only about 1,500 of these policies issued overall during the nine-month time
frame.

» Ohio Experience — Attachment 19.1 of the report sets forth by state the policies
(whether issued by Western & Southern or its acquired companies) which were
adjusted in 1988 or 2000-01. Only 20 of the 56,110 (or .036%) are listed under Chio.
All evidence strongly indicates that these 20 policies were issued outside of Ohio, with
the policyholder having moved into Ohio after issue.

400 BROADWAY « CINCINNATI. OHIO « 45202
(513) 629-1800



Mr. Daniel H. Huston
Page Two
May 14, 2003

Yoluntary Enhancements Made — As the report notes, the company voluntarily
increased the insurance amounts and cash values of the policies in question to address
the effects of the race-based premiums. The Ohio Department of Insurance was
informed of the calculation method in 1988 and that same method was used in the
2000/2001 adjustments,

Further Enhancements - ARC now recommends a modification of the calculation
that in most, but not all, cases will provide a further upward adjustment in values.
While the merits of this further enhancement could be debated, in the interest of putting
the issue of the calculation method to rest, the company is prepared to implement the
recommendation.

Extend Enhancement Program — The report recommends that the enhancement
program be extended to certain policies that terminated prior to the implementation
dates of the enhancements. Given the very general nature of this recommendation, we
cannot react to it until it is discussed further.

Once again, thank you for the opportunity to provide our comments.

Vice PresidentZSenior Counsel



STATE OF OHIO
DEPARTMENT OF INSURANCE

2100 Stella Court
Columbus, Ohio 43215
IN THE MATTER OF : CONSENT ORDER
THE WESTERN AND SOUTHERN LIFE

INSURANCE COMPANY
MARKET CONDUCT EXAMINATION

The Superintendent of the Ohio Department of Insurance (“Department”) is responsible
for administering Ohio insurance laws pursuant to Section 3901.011 of the Ohio Revised Code
(“R.C.”). The Western and Southern Life Insurance Company (“Company”) is domiciled in the
state of Ohio, is authorized to engage in the business of insurance in the state of Ohio; and, as
such, is under the jurisdiction of the Superintendent and the Department. On June 12, 2000, as
part of a national review, the National Association of Insurance Commissioners (“NAIC”)
adopted a resolution, in which the members of the NAIC agreed to work cooperatively, to
determine if individual insurance companies had engaged in race-based discriminatory practices,
and to jointly seek a multi-state settlement with each of the affected insurance companies.
Pursuant to this resolution, the Superintendent, as primary examiner and negotiator, and in
consultation with regulators in Illinois, Indiana, Michigan, and North Carolina, conducted a
market conduct examination of the Company related to the sale of industrial life and certain
other life insurance policies. As a result of this examination, the Superintendent has entered into
this Consent Order with the Company.

SECTION 1

A. On June 14, 2001, the Department began a targeted, multi-state market conduct
examination to investigate possible race-based underwriting practices of the
Company. For the purposes of the market conduct examination and this Consent
Order, the look-back period utilized was 1889, which was the effective date of the
analogous statues preceding R.C. Sections 3911 .16 and 3911.17.

B. Beginning in 1957 and continuing through 1970, the Company acquired eight life
insurance companies, including companies that may have engaged in race-based
underwriting practices prior to their acquisition by the Company.

C. In 1988, the Company voluntarily implemented an extensive internal program to
identify those industrial and ordinary policies in force that may have been priced on a
racially distinct basis and that were still in force on a premium-paying basis. The
Company then provided an increased amount of insurance protection to these
policyholders. In 2000 and 2001, the Company enhanced all then in force industrial
and ordinary policies issued with premiums that may have been determined on a
racially distinct basis that had not been enhanced in 1988. In 2005, the Company
made additional enhancements to in force policies that were recommended by
Actuarial Resources Corporation (“ARC”), the Department’s consultants in the
examination.
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D.

F.

At all times herein, the Company fully cooperated in the investigation, giving full
access to its personnel, records, facilities and results of its own internal examination
of documents. The Department satisfied itself that the Company made its best efforts
to identify any policies with potentially race based premiums.

As a result of this market conduct examination, the Superintendent alleges that until
1966, companies that were later acquired by the Company (and the Company itself
for a period of less than a year in the 1950s) sometimes used race as a factor in
underwriting, which led to some African-American applicants paying higher
premiums than some Caucasian applicants. The Superintendent acknowledges that
the Company’s practices at issue did not constitute intentional or willful violations.

The Superintendent further alleges that the above-described business practice
constitutes a violation of R.C. 3911.16, 3911.17, 3901.20 and 3901.21.

SECTION II

It is hereby agreed to and consented by the parties that:

A.

The Superintendent and the Company enter into this Consent Order to resolve the
allegations as set forth in Section I of this order. In doing so, the Company expressly
denies any wrongdoing alleged by the Superintendent and does not admit or concede
actual or potential fault, wrongdoing or liability in connection with any facts or
claims that have been or could have been alleged against it by the Superintendent.

The Company has been advised that it has a right to a hearing before the
Superintendent pursuant to R.C. Chapter 119; that, at a hearing, it would be entitled
to appear in person, to be represented by an attorney or other representative who is
permitted to practice before the agency; and that, at a hearing, it would be entitled to
present its position, arguments or contentions in writing and to present evidence and
examine witnesses appearing for and against it. The company hereby waives all such

rights.

The Company consents to the jurisdiction of the Superintendent and the Department,
as primary examiner and negotiator on behalf of the regulators of the various other
states where the Company transacts the business of insurance, to determine the issues
set forth herein. The Company expressly waives any prerequisites to jurisdiction that
may exist.

The Company shall complete its adjustment effort as described herein and shall not
make or permit any unfair discrimination between individuals of the same class and
hazard by reason of race.

The Company agrees to develop a policyholder notification program to assist it in
locating persons eligible for any of the settlement benefits as outlined herein. Within
120 days of the execution of this Consent Order, the Company shall submit this
policyholder notification program to the Department for approval. A notification
program is required because the policies involved have not been offered for a
substantial number of years, they were offered primarily by entities before those
entities were acquired by the Company, the older historical files contain incomplete

Page2 of 4



information, and there is a lack of consistent and well documented relationships
between plan codes used in rate books and those contained on the Company’s
administrative systems.

The program will include a process whereby written notice of the settlement will be
sent to the last known address of record to all policyholders and beneficiaries eligible
for benefits under this settlement whose policies have terminated. In order to locate
those individuals who are no longer at the address of record maintained by the
Company, the Company shall develop and implement an internal locator plan
satisfactory to the Department. The Company will also issue a public notice, in a
form approved by the Department, notifying former policyholders and their
descendents of their right to benefits under this settlement. Notice shall be published
in publications approved by the Department.

. The Company agrees to pay a regulatory enhancement of twenty-five dollars
(8$25.00) per policy to holders of policies remediated as set forth in Section IIG.
below, or their beneficiaries if the policyholder cannot be paid, who make a valid
claim under the terms of this Consent Order. This regulatory enhancement will be
paid on in force policies by increasing the benefits of those policies by the amount of
the regulatory enhancement.

. Scope of Remediation

1. In force policies. The Department acknowledges that based on its
examination, including the report of ARC, that all eligible policies in force on
February 24, 2005 have been fully remediated.

2. Terminated policies on which there was a previous payment (death claim,
maturity or cash surrender). For a period of one year from the
implementation date of this Consent Order, the Company shall honor all
claims shown to be valid by the claimant by providing additional benefits
with respect to the policies not in force on February 24, 2005 on which the
claim has been made to ensure that Caucasian and African-American
policyholders are treated the same and in accordance with ARC’s report.

. In addition to the regulatory enhancement and remediation terms contained herein,
the Company agrees to a minimum benefit floor of $2,000,000.00, which has been
adjusted to reflect the enhancement payments made prior to 2005 by the Company.
This floor amount will be reduced by benefits and payments made under paragraphs
F and G. After one year from the implementation date of this Consent Order, if a
minimum benefit amount of $2,000,000.00 has not been reached, the Company
agrees to meet and confer with the Superintendent to determine appropriate
disposition of part or of all of the remainder. The Company agrees that ultimately
any unused funds from the minimum benefit floor shall be donated to one or more
educational institutions or charities that serve African-American causes or interests.

The Company will make an administrative payment in the amount of $400,000.00 to
be split among the various participating states. The participating states will have
ninety days after the date of execution of this Consent Order, or such longer period if
the Superintendent determines it is appropriate, to join this global settlement. The

Page 3 of 4



number of participating states and their respective pro-rata share of the total affected
in-force policies will determine the final allocation. Each eligible and participating
state will receive a minimum of $1,000.00. This payment shall be in lieu of any
other administrative penalty that may be imposed by the Superintendent.

The Company has paid $7,406.00 in administrative costs directly incurred by the
Department to perform the Market Conduct examination. In addition, the Company
has paid $182,111.94 in administrative costs directly incurred by ARC to perform the
Market Conduct examination. ARC and the Department will invoice the Company
for any additional administrative costs.

. The Company waives any and all causes of action, claims or rights, known or

unknown, which it may have against the Department, and any employees, agents,
consultants, contractors or officials of the Department, in their individual and official
capacities, as a result of any acts or omissions on the part of such persons or firms
arising out of this matter.

. The Company has read and understands this Consent Order. The Company further

understands that it has the right to seek counsel of its choice and to have counsel
review this Consent Order.

. This Consent Order has the full force and effect of an Order of the Superintendent.

Failure to abide by the terms of this agreement shall constitute an actionable violation
in and of itself without further proof and may subject the Company to any and all
remedies available to the Superintendent.

. This Consent Order shall be entered in the Journal of the Ohio Department of

Insurance. All parties understand and acknowledge that this Consent Order is a
public document pursuant to R.C. 149.43. Neither this Consent Order, nor the
negotiations leading thereto, nor the fact of its having been made, shall be admissible
or entered into evidence for any purpose whatsoever, except with regard to any effort
by the Superintendent or the Company to enforce or interpret the terms of the
Consent Order.

Date: G-12-2 T {g%%?ﬂj%%f

Carroll R. Hutchinson, Sr. Vice President
The Western and Southern Life Insurance Company

Date: S~ \2 ~oy~ @ ;/4%%47&»»

Date:

i
gl 24/ os /N

Donald J. Wuebbling, m&esident
The }Nestem gmd S/outhern Life

iié
(g

Aﬁfl H. Womer Benjamin

Superintendent of Insurance [/
Ohio Department of Insurance
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