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Americo Life, Inc.’s Race Based Pricing (RPB) Exam Executive Summary 
 
 
A. Reviewed 2000 NAIC RBP survey responses. 
 
B. Developed history and acquisition activities of the five targeted Americo Life, Inc.’s life 

insurance holdings. 
 
C. Performed a 5-Phase testing process to develop and substantiate findings with respect to 

the five targeted Americo Life, Inc.’s life insurance holdings.. 
 

      Phase I   -  Review in-house boxed files and available rate books: 
• Historical underwriting manuals 
• Historical agents manuals 
• Policy forms 
• Board minutes 
• Internal underwriting and marketing directives 

 
      Phase II  - Based on Phase I findings, examiners sampled 643 of the 19,619 (about 

      3.25%)  pre-1980 substandard issues still in force as of the late 1980’s. 
   - Sample was  reviewed to determine the  company of issue, the  race of   

the insured, occupation, rating, and the reason for the substandard rating. 
 

             Phase III - Based on companies targeted from the results of the  Phase II analysis, a 
sample of 97 standard issue policies was drawn from the universe of pre-
1980 issues still in force as of the late 1980’s.  

            - Sample was analyzed to determine whether the proportion of non-whites 
in the standard class was consistent with that for the substandard class of 
policies. 
 

      Phase IV - Based on targeted (by company) additional  sampling of pre-1966 sub- 
standard issues in force as of the late 1980’s; 284 additional policy files 
were sampled.   

                    - Process was intended to firm up tentative conclusions reached in the prior 
Phases of the examination with respect to the companies involved. 

 
      Phase V  - Based on sampling the balance of the pre-1966 substandard issues in force 

as of the late 1980’s. 
 
     Phase VI - Based on sampling of standard policies in force as of August 2002. 

Focused on companies not targeted in Phases I through V.  
 
D.  Conclusion    Eighteen companies acquired by Americo Life, Inc., or one of its targeted 

insurance company holdings, engaged in some form of RBP activity, as 
defined, between the mid-1930’s and 1960. 
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Introduction 
 

The Texas Department of Insurance (TDI), under the authority of Article 1.15 of the Texas 

Insurance Code, has requested Actuarial Resources Corporation of Georgia (“the examiners”) to 

perform a special multi-state market conduct examination with respect to the race based pricing 

activities of certain of the life insurance companies of Americo Life, Inc.  Americo Life, Inc. is a 

Missouri holding company having a 100% ownership of United Fidelity Life Insurance 

Company which in turn owns the life insurance entities which, together with United Fidelity Life 

Insurance Company, are the subject of this exam. The companies involved (“the companies”) are 

all members of the Americo Life, Inc. holding company group and directly include United 

Fidelity Life Insurance Company and it’s subsidiary companies, Great Southern Life Insurance 

Company, National Farmers Union Life Insurance Company, Americo Financial Life & Annuity 

Insurance Company (f.k.a. The College Life Insurance Company of America) and the Ohio State 

Life Insurance Company.  The companies also includes those companies, or their predecessors in 

interest, who were acquired by Americo, Inc. or one of its subsidiaries, or whose business was 

acquired by one of the subsidiary companies of Americo, Inc. through reinsurance.  One of the 

life insurance companies in the Americo, Inc. group, Financial Assurance Life Insurance 

Company, a 100% subsidiary of the College Insurance Group, Inc. holding company (itself 

100% owned by Americo Financial Life and Annuity Insurance Company) was not included for 

review in this exam. The Work Orders applicable to this examination are enclosed with this 

Report as Attachment 1. 

 

The purpose of this exam is to determine whether the life insurance business of any of the 

companies reflected or reflect the use of race based pricing activities by any of the companies at 
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any point in their history.  Race based pricing activities are defined as any of the following for 

purposes of this exam: 

 

1. Limiting the amount, extent, or type of coverage available by race. 

2. Charging or collecting higher premiums for life insurance products based on race. 

3. Assigning risk classifications based on race. 

4. Creating or providing lower dividends, policy benefits, or nonforfeiture benefits 

based on race. 

5. Utilizing distinct policy terms or conditions based on race. 

 

The request by the TDI 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 in/or continued to exist in the marketplace.   The concerns expressed 

by the NAIC were mainly in regard to blocks of business which had been issued many years in 

the past but also involved a desire to determine whether the practice of varying underwriting 

requirements or life insurance premiums by race continues to the present.  Pursuant to the 

NAIC’s concerns, in 2000 the TDI requested the companies response to an NAIC promulgated 

questionnaire directed to all life insurance companies to determine which, if any, were or are 

involved in the underwriting or pricing of life insurance on a racially distinct basis.  Based on the 

results of the NAIC questionnaire promulgated in 2000, included as Attachment 2, the special 

market conduct exam which is the subject of this Report was commissioned.   
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Although the terminology of the 2000 NAIC survey requested information on the companies’ 

underwriting or pricing race based activities, for purposes of this examination the definition of 

race based activities has been expanded to include any differential in dividends, policy benefits, 

nonforfeiture benefits, or policy terms and conditions based on race. 

 

Overview and Scope of Examination 

 

The responses of the companies to the 2000 NAIC questionnaire referenced above indicated, at 

some point in their history, some of the companies had engaged in race based pricing activities. 

Accordingly, the examiners requested, and were provided with, any and all information in the 

companies’ possession which might bear on the issue of whether any of the companies engaged 

in race based pricing activities as defined for purposes of this examination.  To this end, the 

examiners were provided over 150 boxes of information collected by the companies as part of 

their effort to respond to the 2000 NAIC survey and specific requests by the examiners.  This 

information included rate books, agent’s manuals, underwriting manuals, policy forms, agency 

directives, application forms, internal company memos, pricing information, and minutes of 

board meetings and internal Company meetings relating to underwriting or pricing. 

 

In addition to reviewing the paper files provided by the companies, the examiners also 

interviewed company personnel familiar with the administrative systems used by the companies 

and with the underwriting and pricing practices utilized by the companies in an effort to obtain a 

historical context for any race based pricing activities.  It is important to note that the examiners 
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relied on the personnel of the companies to provide them with all rate books, other rate 

documentation, and all of the information contained in those rate books and rate documentations. 

 

Subsequent to their review of the paper files, the examiners utilized information collected from 

that review as the basis for the performance of various sampling and statistical analyses in an 

effort to further solidify tentative conclusions reached from the review of the paper files.  In this 

regard, an understanding of the administrative systems content and limitations was critical.  

 

Affidavits, signed by an officer of the companies, attesting to the relevance and completeness of 

the information provided to the examiners are included as Attachment 3. 

 

Reliances 

 

As indicated previously in this Report, this examination covers the race based pricing activities 

of the companies as they relate to life insurance .  The term “life insurance” is not restrictive and 

refers to life insurance sold  by companies under the labels “industrial life insurance”, “monthly 

debit ordinary (MDO)”, “burial insurance”, “monthly intermediate ordinary (MIO)”, “home 

service insurance”, and “ordinary” insurance.  The types of life insurance covered are also not 

restricted to the marketing methodology employed or to the particular type of insurance sales 

license under which the product was marketed. 
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In preparing this Report, we have relied on the accuracy and totality of the information 

requested, as provided by various personnel of the companies.  The information provided 

included, but was not limited to, the following: 

 

1. Rate book information on the life insurance products of the companies.  

2. Other rate documentation information assembled by the companies.  

3. Policy file information for any and all policies chosen by the examiners for 

sampling purposes. 

4. Any premium rate methodology information. 

5. Various extracts, provided on electronic media and in image format, of the 

companies’ administrative data bases. 

6. Various policy forms, including applications, used by the companies.  

7. Underwriting manuals and internal company underwriting memos. 

8. Agent’s training manuals with respect to the business sold by the companies.  

9. Internal company memos and documents relating to the pricing of the business of 

the companies.  

10. Minutes of Board meetings and other meetings with respect to the pricing and 

underwriting practices of the companies. 

 

Limitations 

 

In certain situations limitations of one form or another precluded reaching a 100% accurate 

conclusion regarding the race based pricing activities of the companies with respect to their life 
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insurance business.  These include: 

 

1. The passage of a number of years between the present and the period when the 

companies had, or potentially had, engaged in race based pricing activities with 

respect to their life insurance business.  Personnel have changed and electronic 

data files are not readily available.  The older historical files contain significantly 

less information compared to that regarding recently issued insureds.  

2. The fact that the companies have, over the years, acquired numerous blocks of life 

insurance business, either through an assumption reinsurance arrangement or 

through acquisition of a company.  Rate book and pricing information in respect 

of the business acquired in this fashion tended to be less than complete or 

unavailable, and lacking in information on the underwriting approach used for the 

products.  Little pricing information was available to provide insight into the 

mortality assumptions used in determining premiums, if any. 

3. The fact that a number of the companies never explicitly requested information on 

the race of the applicant on the application forms used by them.  

4. The fact that the companies have utilized numerous administrative systems for 

maintaining their life insurance policies.  These systems included Vantage One 

and Life 70 (the latter being the more complete administrative and accounting 

system of the two systems used.  Information on the companies’ policies is 

contained on one or the other of these systems and sometimes both, making the 

retrieval of complete information on sampled policies difficult and time 

consuming. 
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5. The fact that, over the years, the companies had acquired a significant amount of 

business through assumption reinsurance or company acquisition and the 

maintenance of original company codes was incomplete.  Attachment 4 

summarizes in detail the blocks of business and acquisitions assembled over the 

years. 

6. The legibility and readability of sampling information made available through the 

electronic imaging and microfiche process. 

7. The fact that the various companies utilized different procedures and practices 

relating to the elimination of ratings on policies originally issued substandard.  

The mere fact that such ratings may have been eliminated at some point was also 

problematical. 

8. Substandard ratings for paid up policies were, in the majority, non-existent.  This 

is primarily due to the ratings being dropped after a certain number of years or 

upon the policy becoming paid up.  As a result, the number of identifiable 

substandard (at issue) samples available to the examiners was limited. 

9. The fact that most of the companies’ issues were ordinary insurance, MDO, or 

MIO insurance, where adjustments for race were often in the nature of a tabular 

rating.  In many cases, this rating for race may be in addition to ratings which 

would otherwise be assessed for medical or occupational purposes.  For example, 

a person with medical impairments might be rated Table C, and it would not be 

possible to determine whether the rating might have been Table B in the absence 

of that individual being non-white. 
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Details of Examination 

 

Phase I 

 

As indicated above, a review of the information provided by the companies indicated that all 

direct business written as well as the business acquired through reinsurance or assumption was 

ordinary business, MIO business, or MDO business.  None of the unsold business issued or 

acquired by the companies was industrial life business. The examiners’ review of the 

documentation provided by the companies indicated that several companies appeared to have 

engaged in race based pricing activities.  Attachment 5 lists the companies and documentation 

obtained by the examiners, included in supporting Attachments 5.1-5.23, in support of this thesis.   

 

The types of race based pricing activities referenced in the documents reviewed by the examiners 

were: 

 

1. Assigning or increasing a substandard tabular rating solely based on race.   

2. Establishing lower non-medical underwriting limits and/or maximum issue limits 

for non-white insureds. 

3. Establishing separate higher premium rates for comparable products for white vs. 

non-white applicants. 

4. Specifically declining to solicit non-white applicants for life insurance. 
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5. Declining to offer certain ancillary benefits (i.e. waiver of premium and double 

indemnity) to non-white applicants. 

6. Declining to issue coverage to non-white female applicants. 

7. Restricting beneficiary selections for non-white applicants. 

 

In the course of the review, the examiners found no instances of policy language varying 

between policies issued to whites vs. non-whites, no variation in nonforfeiture benefits in respect 

of whites vs. non-whites, and no evidence of lower dividends or other policy benefits for whites 

vs. non-whites. 

 

Phase II 

 

In an effort to assemble statistical information to support certain of the documented race based 

pricing activities alleged above, and to attempt to ascertain a historical time frame during which 

these procedures were utilized, the examiners determined to extract a sample of substandard 

policy files on the companies’ administrative systems as of 12/31/01.  In addition, the examiners 

requested information from the companies as to the oldest historical date for which an electronic 

media in force data file of all policy records had been maintained.  Although no historical 

electronic media in force data file was available for any period except the recent past, the 

companies were able to provide the examiners with information on transactions (deaths, 

maturities, surrenders) back through “the late 1980’s”.  No information was available on the 

specific type of transaction (death, maturity, or surrender) and the examiners were informed that 

information from the Vantage One file transactions could not be made available without 
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significant additional time and effort on the part of company personnel.  The only information 

readily available on transactions for policies administered on Vantage One was from the current 

in force Vantage One file which retained transactions only for a period of six months from the 

current date (12/31/01).  

 

As a result, it should be noted that the policies provided as part of this Phase II  and other 

sampling efforts represented only a cross section of the companies included in Attachment 4.  

Not all companies that are either part of the holdings of Americo Life, Inc. or which were 

acquired by an Americo Life, Inc. holding were represented in the policies provided by the 

company.1 

 

Overall, over 50 companies, out of the 185 companies whose business was acquired either 

directly or indirectly by the Americo companies, were represented in the examiners’ sampling 

efforts.  It is the examiner’s opinion that the substandard business of these companies represents 

a majority of the substandard business issued prior to 1966 and still in force with one of the 

Americo Life, Inc. holdings as of the late 1980’s. 

 

After reviewing the 12/31/01 in force substandard files, the examiners determined that the vast 

majority of pre-1966 issues on this file (about 90%) were policies that are being administered on 

the Life 70 system.  Accordingly, it was decided by the examiners not to pursue retrieval of the 

                                                 
1 The examiners performed extensive research on all historical rate books, agency directives, and underwriting 
material retained by the companies in an effort to extract any information with respect to current or acquired 
companies that may have indicated those companies engaged in race based pricing activities.  All companies for 
which information obtained may have suggested race based pricing activities were included in the sampling process. 
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Vantage One transaction files in respect of pre-1966 substandard issues since the effort would 

not justify the time and expense (in terms of refining the conclusions of this exam). 

 

During this phase of the examination, the examiners also noted that, for one of the originally 

targeted companies in Phase I, Great Southern Life (GSL), no samples of policies originally 

issued by GSL prior to 1966 had been forthcoming from the file of transactions occurring 

between the late 1980’s and 12/31/01.  This seemed unusual to the examiners in light of the 23 

substandard pre-1966 originally issued GSL policies still in force as of 12/31/01.  Accordingly, 

when the examiners requested all transaction files in respect of originally issued GSL policies 

issued prior to 1966 and in force as of the late 1980’s, they were informed that no transaction file 

is created for policies on the Vantage One system, which included all originally issued GSL in 

force business (no originally issued GSL business was ever administered on the Life 70 system).  

Vantage One transactions are only maintained on the active data base for a period of six months 

and are not thereafter transferred to a separate media transaction for retention.    

 

The information obtained by the examiners on the documentation of race based pricing activities 

indicated that the broad time frame during which the practices probably were in effect was 

between 1930 and 1960.  Accordingly, the examiners asked the companies to extract and image 

all available information in respect of a sample of substandard policy files issued  by any and all 

of the companies prior to 1979.  The 1979 end point was utilized since the information obtained 

from the examiners’ research appeared to indicate that all race based pricing activities referenced 

had ceased by 1960 and a few years were added for conservatism.  The information imaged 

generally included the original application, underwriting data (including APS, credit report, 
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underwriting worksheet), death certificate (if applicable), administrative system coding sheet, 

and general correspondence. 

 

For this Phase II analysis, the data base from which samples were drawn included approximately 

19,619 substandard policies in force at some time since the late 1980’s.  These were comprised 

of the substandard policies in force as of 12/31/01 and substandard policies contained in the prior 

referenced transaction files.  Attachment 6.1 provides information on the substandard samples 

drawn by the examiners for Phase II of the exam. 

        

The examiners split the issues pre and post-1966 since no evidence was found that race based 

pricing activities existed beyond the mid-1960’s.  The examiner’s sampled 80% of the pre-1966 

substandard issues still in force as of 12/31/01 (483).  In addition, 73 substandard issue 

transaction files for policies issued prior to 1966 were also sampled.  For each policy selected, 

the examiners requested electronic image files of all information in the policy files, most of 

which had been previously microfiched by the companies.  

 

The examiners noted that the percentage of substandard to total in force business as of 12/31/01 

appeared somewhat low (2%) relative to industry standards (5%-6%).   A couple of reasons were 

noted by the examiners for this anomaly.  First, substandard policyholders tend to terminate by 

death or surrender at a faster rate than standard business.  This would result in the ratio of 

substandard business to the total closed block of business declining over the years relative to that 

at issue for the block.   
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Second, even though a policy was originally issued on a substandard basis, the current in force 

record may not so indicate.  There are a number of reasons this may be the case.  First, the 

companies may delete the rating once the premium paying period has been completed (i.e. the 

policy has become paid up).  Second, in the case where much of the current companies’ business 

is acquired either through assumption or acquisition of the company, ratings may be dropped in 

the course of transferring policy records to the new insurer.  Third, a company could have a 

general administrative internal practice of deleting substandard ratings after a period of time for a 

policy (even if it is still in effect on a premium paying basis).  In effect, the policyholder is 

deemed to have been standard after so many years.  The companies indicate a number of times in 

letters attached to their 2000 NAIC survey response that “…it is our company policy to eliminate 

the impact of ratings assigned at the point of underwriting after a period of years”.  See 

Attachment 6.2 for a sample letter containing this language.  Accordingly, the examiners queried 

companies’ management numerous times as to whether a consistent practice in this regard 

existed and, if so, at what point in time the ratings were removed.  As Attachment 7 indicates, no 

substantive documented procedure in this regard was made available to the examiners.   

 

The examiners also noted that a substantial percentage (over 98%) of the 12/31/01 in force 

substandard policies issued before 1980 were still premium paying.  This large percentage was 

most likely caused by the rating not being carried on the administrative system for paid up 

policies originally issued as a substandard basis.  When the companies acquired paid up policies, 

it is likely that many of the system records acquired did not contain the original rating.  It is also 

possible that the ratings for paid up policies may have been purged over time in the course of 

converting data from system to system. 
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In reviewing the imaged files, the examiners focused on, for each policy sample, two areas.  The 

first area was the race of the insured, in an attempt to determine whether, proportionately, non-

white insureds constituted a larger portion of substandard issues sampled than whites.  Second, 

by reviewing the image file information on the occupation of the insured, the medical condition 

of the insured, and other underwriting data, the examiners attempted to determine whether any 

rating had been added or increased due solely to the race of the insured.   

 

The examiners attempted to extract data on race for both the 87 substandard samples from post- 

1966 issues and the 556 samples from the pre-1966 block of substandard issues.  The results of 

that analysis are contained in Attachment 8.  

 

It should be pointed out as part of this Report that race was not carried on the companies’ 

administrative systems so the sampling involved reviewing all documents in the files to ascertain 

if possible, the race of the applicant.  Statistically, about 10% of the sampled substandard files 

involved non-white insureds, 48% were white, and for the balance (42%) race could not be 

determined (see Attachment 8). 

 

The results of the examiners’ Phase II sampling indicated that one of the originally targeted 

companies from the examiners’ Phase I analysis, Beneficial Standard Life Insurance Company 

(BSLIC), appeared to have in fact issued policies to non-whites with a substandard rating based 

solely on race, as their documented underwriting material indicated.  Attachments 9.1 and 9.2 

provide examples of BSLIC’s explicit use of race in assigning substandard ratings. 
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For all of the other originally targeted companies from Phase I of the exam, the sampling results 

were inconclusive for two reasons.  First, the sample ended up including relatively few non-

white substandard insureds.  Second, as stated previously, where a substandard insured is non-

white, in many cases the reason for the rating could not be conclusively attributed to race, based 

on the image file information. 

 

The sampling also revealed concerns that race based rating procedures quite likely had been used 

by a number of the other companies.  The examiners’ initial Phase I investigation had turned up 

no documentation to suggest this was the case for these additional companies.  The lack of 

documentation was deemed by the examiners not to have been surprising, given the multiplicity 

of acquisitions by the companies and the lack of information, outside of rate books, that 

accompanied these acquisitions.  For these additional companies, information on the sample 

applications, underwriting worksheets, or notes in the file indicated that race based underwriting 

activities may have been the reason for the rating of the insured.  Attachment 10 lists the 

companies involved and the information contained in the image files, in supporting Attachments 

10.1 through 10.3, which lead the examiners to conclude that race based pricing practices were 

employed by each of the companies. 

 

Phase III 

 

In an effort to determine more definitively whether race based pricing activities actually occurred 

for companies where such activities were suspected, the examiners decided to extract a sample of 
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standard policies from various companies.  The purpose of this sampling process was to 

determine whether the proportion of non-whites in the standard class mirrored that proportion in 

the substandard class.  The examiners are aware that this proportion may differ naturally if non-

whites as a whole constituted a less healthy population than whites.  The underwriting process 

would naturally reduce this variation but probably not completely.  However, a drastic 

differential in these proportions between the standard and substandard classes would give 

credence to the theory that race was a factor in assigning individuals to the substandard class, 

especially if other documentation indicated this was the case.   

 

In an effort to keep the additional sampling to a manageable level, this standard class sampling 

effort was restricted to those companies in the original Phase II sampling where the ratio of non-

whites to the overall total sample was 50% or more, and there were at least eight samples where 

race was known.  During the course of this sampling, it was determined that a number of  

standard class policyholders were in fact substandard at the time of original issue. These 

individuals were excluded from the analysis of this Phase III standard sample since they were 

considered substandard issues at the time of issue.  

 

A total of 97 standard sample policies were drawn and image files requested from the companies. 

The results of this Phase III analysis of standard insureds (where race was determined), together 

with a comparison to the Phase II analysis, are contained in Attachment 11.  The analysis clearly 

indicates that, for two of the companies involved, BSLIC and Coastal States Life Insurance 

Company (CSLIC), even though non-whites as a percentage of total substandard insureds was 

greater than 50%, virtually no standard insureds were non-white. 
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Image files provided for samples of this Phase III analysis also indicated that race was listed as 

an underwriting factor on the underwriting data sheet for two companies, BSLIC and Victory 

Mutual Life Insurance Company of Chicago (VMLIC).  See Attachments 12.1 – 12.2.  For 

VMLIC, however, the use of race as an underwriting factor was apparently not utilized as 

VMLIC, based on Phase II and Phase III samples, appeared to issue only to African-Americans 

which included both standard and substandard issues. 

 

Phase IV 

 

After further review of the results of the sampling performed in Phases II and III of this exam, 

the examiners decided  to expand the sampling of pre-1966 substandard issues still in force as of 

the late 1980’s.  Most of these additional samples came from the termination files associated 

with these issues since the Phase II sampling had previously sampled the vast majority (80%+) 

of the 12/31/01 in force pre-1966 substandard issues.  This additional sampling was intended to 

focus on four companies and was driven by the tentative results reached as regards the race based 

pricing activities of these companies pursuant to the Phase I and II  activities.  For the companies 

involved - BSLIC, National Investors Life Insurance company (NILIC), Coastal States Life 

Insurance Company (CSLIC), and VMLIC - the sampling included virtually all remaining pre-

1966 substandard issues still in force as of the late 1980’s.  

 

The results of this Phase IV sampling are included as Attachment 12.  For the 284 samples 

requested,  image files were provided by the companies.  Of the 284 imaged files, 213 of these 
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files contained application and underwriting information.   The remaining files consisted mainly 

of correspondence between the companies and the policyholder and included no application and 

underwriting information, and so were not of assistance to the examiners in the relevant aspects 

of this exam.  In addition to the four primary companies intended to be sampled, the companies 

provided ten image files in respect of substandard policies issued originally by Fidelity Interstate 

Life Insurance Company (FILIC).  This company was acquired by BSLIC and, due to the nature 

of how issuing companies are coded on the companies’ administrative systems, these policies 

were still coded as BSLIC policies when in fact the policies were issued by FILIC. 

 

As Attachment 12 indicates, about 40% of the BSLIC substandard samples (160 where race was 

determinable) were non-white.  This result is fairly consistent with Phase II  analysis in respect 

of BSLIC where about 57% of BSLIC substandard samples were non-white.  Virtually no 

BSLIC policyholders in the Phase III standard sampling were non-white (1 out of 33).  

Accordingly, the results of this additional sampling further confirmed the thesis that BSLIC rated 

non-white applicants at least one table, Table A, due to race.  In many cases for BSLIC, the agent 

would submit the application on a Table A basis and indicate that the application being 

submitted was to be rated based on race.  This practice occurred even though medical 

underwriting had not yet been performed on the applicant. 

 

For FILIC, a company that was acquired by BSLIC, the additional samples (10) indicated five 

non-white substandard insureds.  For all of these, the applicant was in good health (as per the 

subsequent underwriting) but the agent had submitted the application on a Table A basis and the 

insured was ultimately rated at the Table A rate.  In effect, the procedure utilized was the same as 
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that for BSLIC, the acquiring company, except that race was never explicitly indicated on the 

application or underwriting worksheet as the reason for the rating in the FILIC cases. 

 

For another company, National Investors Life Insurance Company (NILIC), the additional 

sampling indicated that race continued to be listed as an underwriting factor on the underwriting 

worksheet.  However, the additional 3 substandard samples were white, and constituted 100% of 

the additional sampling.  This was consistent with the Phase II sampling for this company, where 

all of the substandard issues were white and also with the Phase III sample of standard insureds 

where all of the applicants were white.  The examiners, therefore, could find no specific samples 

of race being used as an underwriting factor even though it is explicitly indicated as being such 

in NILIC’s underwriting worksheet, a fact that indicated that the company engaged in race based 

pricing activities during the period the worksheet was utilized. 

 

In the Phase II sampling, the examiners uncovered handwritten notes that CSLIC used race as a 

criteria for requesting additional medical information on an applicant.  Specifically, this 

sampling tended to indicate that, although not explicitly indicated in the underwriting material, 

race was used to request certain additional medical information on the applicant and also that 

non-white applicants were rated at least one table for race.  The Phase IV sampling tended to 

confirm further this theory in that three of the four samples, where sufficient data was provided 

to the examiners, were non-white. Two of the three non-whites were rated Table A as “Special 

Class Risks”, even though each applicant was apparently healthy and employed in a non-

hazardous occupation (see Attachment 12.1 for an example of this situation).  
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The final company for which substandard samples were drawn for Phase IV was VMLIC.  Both 

the Phase II and Phase III sampling strongly indicated that this company issued exclusively to 

African-Americans.  The Phase IV sample tended to confirm this theory in that all 36 samples, 

where race could be determined, the race was non-white (in this case, African-American). 

 

 

Phase V 

 

Upon further review of the substandard samplings performed in Phases II and IV of this exam, 

the examiners decided to sample the remainder of the pre-1966 substandard policies provided by 

the companies.  Out of the 1,206 substandard policies issued pre-1966 provided, 840 were 

sampled in Phases II and IV of the exam, which left the remaining 366 to be sampled in Phase V.  

Of these 366 samples, 20 were found to be non-white, but none were determined to be rated due 

to the race of the insured (see Attachment 13). 

 

A summary of the racial distribution for all of the substandard samples reviewed in Phases II, IV, 

and V of this exam is included as Attachment 14.  As this Attachment indicates, 152 (17% of the 

samples where race was found) of the samples were found to be non-white.  Of these 152 non-

white samples, 14 were determined by the examiners to be rated due to the race of the insured 

(see Attachments 15 and 15.1).  Of the 14 policies determined by the examiners to be rated 

because of race, 6 (all of the in force policies contained in the 14) policies were premium paying. 
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Phase VI 

 

In an effort to determine whether additional companies, other than those identified in the prior 

Phases of this examination, had engaged in race based pricing activities and whether policies 

originally issued substandard had been initially rated based on race and were now classified as 

standard, the examiners decided to draw 500 samples of August 2002 in force standard policies 

issued pre-1950 by companies not previously identified as having engaged in race based pricing 

activities.  Because of the difficulty in extracting specific companies from the August 2002 in-

force data base, it was possible that some of the companies included in this sample would 

overlap with some of the prior target companies, but such overlap was not felt to be significant. 

 

The 500 samples were drawn from the ordinary standard policy in-force data base as of August 

2002.   The examiners were provided electronic copies of the available information in the 

Company’s files with respect to the requested samples.  Applications were available in this 

format for 298 of the samples requested and race was identifiable in respect of 272 of the 

samples, through the applications, underwriting worksheets, death certificates, or other 

information contained in the electronic data files.  A breakdown of the 500 samples, including a 

breakdown by race for the 272 situations where it is identifiable, is contained in Attachment 16. 

 

For five of the samples where the policy was classified as standard as of August 2002, the 

examiners found the policies were originally issued on a substandard basis. See Attachment 16.  

A review of these files indicated that, except in one situation, the policy was not issued 

substandard based on the race of the insured.  For the situation where the policy was apparently 
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rated due to race, the issuing company was National Educators Life Insurance Company, a 

company not identified in any of the prior Phases of this examination as having engaged in race 

based pricing activities.  See Attachment 17.1. 

 

In addition to identifying those policy samples that had been issued substandard, the examiners 

reviewed the electronic files for the remaining samples to determine whether there was any 

indication that race may have been a consideration in the issue or rating of the policies involved.  

As a result of this analysis, the application or underwriting worksheets of five additional 

companies appeared to indicate that race was potentially a significant underwriting 

consideration.  See Attachments 17.2 to 17.6. 

 

 One of the five companies, Pyramid Life Insurance Company, had been identified as having 

engaged in race based pricing activities as a result of documents reviewed in an earlier Phase of 

this examination.  It should be noted that none of the current samples drawn in respect of this 

company had been indicated as being issued to non-whites, although race was identifiable in 

virtually all of the sample files drawn.  See Attachment 17.2. 

 

For College Life Insurance Company and University Life Insurance Company (part of the same 

holding company), both companies from which substandard samples had been drawn in the prior 

Phases of the examination, the electronic files provided in this Phase of the examination 

indicated, as had the previous samples, that race was treated as an “Irregularity” in the 

underwriting process.  See Attachments 17.3 and 17.4.   The examiners had concluded from the 

previous sampling that the presence of this information on the  underwriting worksheet did not 
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imply that the information was used as a basis for race based underwriting activities.   However, 

to confirm or refute this conclusion, the examiners went back to the prior samples drawn for 

these companies and reviewed the underwriting information in respect of the one substandard 

non-white insured contained in that sampling.  It was confirmed that this non-white insured had 

been rated substandard for a medical condition and not because of race.  Accordingly, the 

examiners concluded that these companies should not be included as having engaged in the 

practice of race based pricing.2 

 

For the remaining companies for which questions arose as to potential race based pricing 

activities as a result of this Phase VI sampling activity (Oklahoma Life Insurance Company and 

Texas State Life Insurance Company), the examiners’ review of the applications and 

underwriting worksheets in respect of the samples drawn indicated that race was used in the 

underwriting process. See Attachments 17.5 and 17.6.    These companies had not been identified 

as having engaged in any race based pricing activities in the prior Phases of this examination 

since no substandard issues remained in force in respect of these companies as of August 2002 

and no rate book or other underwriting material had been located during the course of the on site 

examination. 

 

During the course of this Phase of the examination, the examiners also noted that the August 

2002 pre-1966 issues in force data base provided, contained a number of situations where the 

issue age and date of birth of the insured indicated the possibility that policies may have been 

issued substandard using a rated up age at issue.  Accordingly, it was decided to examine 56 

                                                 
2 The fact that race was deemed an “Irregularity” on the underwriting worksheet of the companies was not, in the 
absence of additional supporting evidence, deemed by the examiners strong enough “prima facie” evidence that the 
companies engaged in race based pricing activities. 
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policies whose data base record contained this apparent anomaly.  This particular sampling 

excluded prior companies targeted as having performed race based pricing activities and also 

policies with an issue age of 10 or 15, which was likely to have been the minimum issue age 

available for premium rates.   

 

This analysis indicated that the vast majority of these 56 policies were issued on either a joint 

basis or were family policies, explaining why the date of birth was not consistent with the issue 

age shown on the data base.  However, this additional sampling did reveal one currently standard 

policy that had been issued substandard to an African-American insured who had been rated 

based on race. See Attachment 18.  The company involved was General Life Insurance Company 

of America, a company which had not been previously identified as having engaged in any race 

based pricing activities since no rate books or underwriting material had been previously made 

available and prior sampling had not included this company.  

 

In summary, this Phase of the examination produced data that indicated four companies in 

addition to those identified in previous Phases of this examination had engaged in race based 

pricing activities or underwriting practices.  

 

Conclusions/Summary of Findings 

 

As stated previously in this Report, the purpose of this special examination is to make a 

determination of whether the life insurance business of any of the companies, which are the 

subject of this Report, reflected the use of race based pricing activities by the companies at any 
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point in their history.  This section of the Report attempts to document the conclusions the 

examiners have reached in this regard and the rationale for those conclusions.  The findings of 

this examination are as follows: 

 

1. The examiners analysis indicated documentation and/or statistical evidence 

supporting the theory that a number of the companies at some point in the past 

and for some period of time engaged in the race based pricing activities described 

in items 1., 2., and 3. of the Introduction section of this Report.  Support for this 

conclusion is provided in Attachments 5, 9.1-9.2, 10, 11, 11.1-11.2,  12.1, 17.1-

17.6, and 18 of this Report. 

 

2. The period of time during which a particular company engaged in the race based 

pricing activities alluded to varied with the company but all such activities 

appeared to have ceased with respect to new issues by approximately 1960.  A 

summary of the companies involved, the race based pricing activity in which  

each company engaged, and the estimated period of time the examiners 

determined these activities occurred with respect to each company are shown in 

Attachment 19. 

 

3. The specific race based pricing activities involved were:  

 

i. Assigning or increasing a substandard tabular rating solely based on race.   
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ii. Establishing lower non-medical underwriting limits for non-white 

insureds. 

iii. Establishing separate higher premium rates for comparable products for 

white vs. non-white applicants.  

iv. Specifically declining to solicit non-white applicants for life insurance. 

v. Declining to offer certain ancillary benefits (i.e. waiver of premium and 

double indemnity) to non-white applicants. 

vi. Declining to issue coverage to non-white female applicants. 

vii. Restricting beneficiary selections for non-white applicants. 

 

4. Attachments 5, 9.1-9.2, 10, 11, 11.1-11.2, 12.1, 17.1-17.6, and 18 of this Report 

illustrate the various procedures used by the companies involved. 

 

5. The race based pricing activities typically involved all life insurance plan types 

issued by the companies affected during the period the activities were in effect. 

 

6. The examiners found no evidence that any of the companies engaged in the race 

based pricing activities described in items 4. and 5. of the Introduction section of 

this Report. 
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Recommendations 

 

Pursuant to the Conclusions/Summary of Findings section of this Report, the examiners 

recommend the following program of remediation. 

 

The program would apply to all substandard policies issued prior to 1961 and in force as of 

12/31/59 by the companies referred to in Attachment 19 where the insured was or is non-white.  

Upon production of the policy, or equivalent, and confirmation of eligible status, remediation 

would be set in an amount equal to 25% of the face amount of the policy, accumulated with 

interest from the date of death, maturity, or surrender to 6/30/05.  For insureds in force as of 

6/30/05, remediation would be in the form of an increase in face amount of the policy of 25%.3 

 

This exam has been performed in accordance with any guidelines and procedures established for 

such exams by the NAIC Race Based Premium Working Group.  Pursuant to those guidelines 

and procedures, the exam was a multi-state exam conducted on behalf of all states but with 

particular co-ordination between the TDI and the 2000 top four premium income states (plus 

Florida) of the targeted Americo, Inc. life insurance holdings.  The 2000 top four premium 

income states with respect to each of the targeted companies are shown in Attachment 20. 

 

Attachment 21, provided and based upon an analysis performed by TDI personnel, indicates the 

top premium states based on a review of historical annual statements for the companies listed in 

both Attachment 19 and Attachment 20.  The count indicates the number of times a state was 

                                                 
3 The recommendation of a 25% face amount increase is consistent with a Table A substandard rating, a rating in 
prevalent use as a rating for race by the companies identified by the examiners as having engaged in race based 
pricing activities. 



included in the top of 5 states based on premium. For companies listed in Attachment 19, the

earliest available annual statement for each company was reviewed. For companies listed in

Attachment 20, the 2000 annual statement for each company was reviewed.
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