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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.’slife
insurance holdings.

C. Performed a 5-Phase testing process to devel op and substantiate findings with respect to
the five targeted Americo Life, Inc.’slife insurance holdings..

Phasel - 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 Il - Based on Phase | findings, examiners sampled 643 of the 19,619 (about
3.25%) pre-1980 substandard issues still in force as of the late 1980’s,
- Samplewas reviewed to determine the company of issue, the race of
the insured, occupation, rating, and the reason for the substandard rating.

Phase Il - Based on companies targeted from the results of the Phase Il 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 issuesin 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.

PhaseV - Based on sampling the balance of the pre-1966 substandard issuesin force
asof thelate 1980’s.

Phase VI - Based on sampling of standard policiesin force as of August 2002.
Focused on companies not targeted in Phases | 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.



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. isa
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 aso 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



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 yearsin
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
guestionnaire directed to al life insurance companies to determine which, if any, were or are
involved in the underwriting or pricing of life insurance on aracially 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.



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, interna 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 isimportant to note that the examiners



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 compl eteness of

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

Reliances

As indicated previoudy in this Report, this examination covers the race based pricing activities
of the companies as they relate to lifeinsurance . 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)”, “buria 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.



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



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.



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.

The legibility and readability of sampling information made available through the
el ectronic imaging and microfiche process.

The fact that the various companies utilized different procedures and practices
relating to the elimination of ratings on policies originaly issued substandard.
The mere fact that such ratings may have been eliminated at some point was aso
problematical.

Substandard ratings for paid up policies were, in the mgority, 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.

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.



Details of Examination

Phase|

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.



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 |1

In an effort to assemble statistical information to support certain of the documented race based
pricing activities aleged 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 al 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 Il and other
sampling efforts represented only a cross section of the companies included in Attachment 4.
Not al 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.t

Oveadll, 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 isthe 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

! 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.

11



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 originaly
targeted companies in Phase |, 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 examinersin light of the 23
substandard pre-1966 originally issued GSL policies still in force as of 12/31/01. Accordingly,
when the examiners requested al 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 originaly 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
al available information in respect of a sample of substandard policy filesissued 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

generdly included the original application, underwriting data (including APS, credit report,

12



underwriting worksheet), death certificate (if applicable), administrative system coding shest,

and general correspondence.

For this Phase Il 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 policiesin 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 I 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 al 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 originaly 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 till 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 timesin
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 islikely that many of the system records acquired did not contain the original rating. Itisalso
possible that the ratings for paid up policies may have been purged over time in the course of

converting datafrom 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 Il sampling indicated that one of the originally targeted
companies from the examiners Phase | 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.

15



For al of the other originally targeted companies from Phase | 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 | investigation had turned up
no documentation to suggest this was the case for these additiona 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 11

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 naturaly 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,

especidly 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 || 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 111 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 |11 analysis of standard insureds (where race was determined), together
with a comparison to the Phase |1 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 |11 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 Il and Phase |11 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 Il and I11 of this exam,
the examiners decided to expand the sampling of pre-1966 substandard issues ill 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 1l sampling had previously sampled the vast mgjority (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 | and Il activities. For the companies
involved - BSLIC, Nationa Investors Life Insurance company (NILIC), Coasta States Life
Insurance Company (CSLIC), and VMLIC - the sampling included virtualy 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 Il analysis in respect
of BSLIC where about 57% of BSLIC substandard samples were non-white. Virtually no
BSLIC policyholders in the Phase Ill 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 || sampling for this company, where
al of the substandard issues were white and also with the Phase 111 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 |1 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 medica 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 “ Specid
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 Il and Phase |11 sampling strongly indicated that this company issued exclusively to
African-Americans. The Phase 1V 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 Il 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 Il 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 racia distribution for al of the substandard samples reviewed in Phases |1, 1V,
and V of thisexam isincluded 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 thein 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 previoudly 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 isidentifiable, 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 potentialy 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, athough 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 “lrregularity” 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.?

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 mgjority 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 previoudly 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 anaysis 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
initems 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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Vi.

Vii.

Establishing lower non-medical underwriting limits for non-white
insureds.

Establishing separate higher premium rates for comparable products for
white vs. non-white applicants.

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

Declining to issue coverage to non-white female applicants.

Restricting beneficiary selections for non-white applicants.

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.

The race based pricing activities typically involved al life insurance plan types

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

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 al 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 anaysis performed by TDI personnel, indicates the
top premium states based on areview 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

% 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.
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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.

'-JJohn A. MacBain, FSA, MAAA
Actuarial Resources Corporation
2753 State Road 580, Suite 101
Clearwater, FL. 33761
Phone: 727-726-3918
Fax: 727-791-4707
E-mail: john.macbain@arcga.com
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IN THE MATTER OF

THE LIFE INSURANCE COMPANIES OF AMERICO LIFE, INC.
Kansas City, Missouri

MULTI-STATE REGULATORY SETTLEMENT AGREEMENT

This Multi-State Regulatory Settlement Agreement (the “Agreement”) is
entered into as of this day of , 2007 (the “Effective Date”), by

and between the life insurance companies of Americo Life, Inc., the Texas Department of

Insurance (the "Lead Regulatory Negotiator"), the insurance regulators of the States of
Georgia, Florida, California, and Ohio (the “Lead Regulators”), and the insurance
regulators of each of the remaining states and of the District of Columbia that adopt,

approve, and agree to this Agreement. Signatories to this Agreement hereinafter are

“Participating Regulators.”
L BACKGROUND AND RECITALS
A." The named companies involved are listed below (the “Companies™) and

are all members of Americo Life, Inc. holding company group, a privately owned group
that owns directly all the capital stock of United Fidelity Life Insurance Company, which
itself owns directly or through wholly-owned subsidiaries all the capital stock of Great
Southern Life Insurance Company, National Farmers Union Life Insurance Company,
Americo Financial Life & Annuity Insurance Company (fk.a. The College Life
Insurance Company of America) and the Ohio State Life Insurance Company. At all
relevant times herein, the Companies have been licensed insurers in the State of Texas.
For purposes of this Agreement, the Companies shall be deemed to include their
respective predecessors in interest, who were acquired by or merged into one of the
Companies or one of their subsidiaries, or whose business was acquired by one of the

Companies through reinsurance.
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'B. Pursuant to concerns raised by the National Association of Insurance
Commissioners (“NAIC”), in 2000, Texas conducted a survey of race-based practices
that asked if the Companies had ever charged race-based premiums, if they had
discontinued issuing policies with race-based premiums, and if race-based premiums
were currently being collected. The responses of the Companies to the survey in 2000

indicated that some of the Companies may have engaged in race-based pricing activities.

C. Commencing in 2002, the Texas Department of Insurance conducted a
thorough market conduct examination of the Companies concerning the issues set forth
herein. A copy of the Target Market Conduct Examination Report (the “Examination
Réport”), with selected attachments is attached to this Agreement as Exhibit A. The
Examination Report indicated that while all race-based pricing activity related to new
issues had ceased by 1960, documentation and/or statistical evidence supporting the
conclusion that some of the Companies at some point in the past and for some period of
time may have engaged in race-based pricing activities. See Bxhibit A at 46-47. The
Examination Report made no finding that current ownership of the Companies or

management thereof had engaged in the alleged race-based pricing activities.

D. The Texas Department of Insurance alleges that the Companies or other
insurance companies acquired by the Companies sold certain life insurance policies to
non-white persons at higher premiums or with lesser benefits than policies sold to
otherwise similarly situated white persons (the “Alleged Practices”). The Texas

Department of Insurance contends that the Alleged Practices were discriminatory.

E. The Companies vigorously deny and do not admit to any wrongdoing or
violation of any insurance or other law or regulation of any state, but are foregoing their
rights to an administrative hearing under the applicable laws and regulations of any state
whose insurance regulatory official signs the Regulatory Settlement Agreement and/or
any Applicable Consent Order and is entering into this Agreement in exchange for the
releases granted herein. The Companies also agree to accept the Examination Report and

waive any and all rights to a hearing on the Examination Report.

F. The members of the NAIC, including the Participating Regulators, as the
chief regulatory officials of their respective jurisdictions, have jointly agreed to designate
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the Texas Department of Insurance as the Lead Regulatory Negotiator, in consultation
with other regulators, in order to negotiate this Regulatory Settlement Agreement on

behalf of and for the benefit of the Participating Regulators and the NAIC.

G. This Agreement was negotiated in an effort to conclude with finality all
regulatory allegations involving the impact of race on life insurance underwriting, sales,
pricing or policy benefits on policies that were issued, assumed, acquired or administered
by the Companies prior to the Effective Date of this Agreement. By virtue of the terms
and conditions set forth in this Regulatory Settlement Agreement, the Participating
Regulators and the Companies desire to resolve and have resolved all regulatory issues
arisiﬁg from or in any way relating to the subject matter herein described on the terms

and conditions set forth herein.
11. EXECUTION OF AGREEMENT

A. The Iead Regulatory Negotiator represents and warrants that he is
authorized to negotiate this Regulatory Settlement Agreement on behalf of the State of
Texas and on behalf of the insurance regulators of each of the other states of the United

States and of the District of Columbia.

B. William T. Marden, President, Americo Life, Inc., warrants that he 1s
authorized to agree to and execute this Regulatory Settlement Agreement on behalf of the

Companies.

C. By their signature and délivery of this Regulatory Settlement Agreement,
as described below, and by virtue of the execution of this Regulatory Settlement
Agreement by the Lead Regulatory Negotiator on behalf of and for the benefit of the
Participating Regulators, each Participating Regulator acknowledges and agrees that: (1)
they have read and understand the terms and conditions of the Regulatory Settlement
Agreement and (2) the Lead Regulatory Negotiator has been actively involved in the
evaluation and discussion of each form of relief which is included within the Regulatory
Settlement Agreement. By the signature and delivery of this Regulatory Settlement
Agreement, each Participating Regulator further acknowledges the sufficiency and
fairness of this Regulatory Settlement Agreement and agrees that the execution of said

documents fairly, reasonably and adequately addresses the concerns of holders and
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beneficiaries of Eligible Policies (as defined in the Regulatory Settlement Agreement),
including the past, present and future Eligible Policy owners, and any holders, insureds,
beneficiaries, payees and other parties in interest with respect to this Regulatory

Settlement Agreement.

D. Each Participating Regulator by way of signature below gives his/her
express assurance that under their applicable state laws, regulati'ons and judicial rulings,
they have the authority to enter into this Regulatory Settlement Agreement. Each
Participating Regulator shall execute and deliver this Regulatory Settlement Agreement
to the Lead Regulatory Negotiator within sixty (60) days following the receipt of this
Regillatdry Settlement Agreement from the Lead Regulétbry Negotiator. If a
Participating Regulator finds that, under state law, regulation or procedure, the
preparation and execution of a consent order is necessary to carry out the terms of this
Regulatory Settlement Agreement, such a consent order (the “Applicable Consent
Order”) shall be prepared by such Participating Regulator within sixty (60) days
following the receipt of this Regulatory Settlement Agreement from the Lead Regulatory
Negotiator.

E. For purposes of this Regulatory Settlement Agreement, an “Applicable
Consent Order” shall be satisfactory to the Company if it: (1) acknowledges the authority
of the Lead Regulatory Negotiator as described herein; (2) incorporates by reference and
attaches via exhibit a copy of this Regulatory Settlement Agreement; (3) expressly adopts
and agrees to the provisions of this Regulatory Settlement Agreement; and (4) includes
other terms that may be required under law or regulations applicable to such consent
orders generally in the state of the applicable Participating Regulator. However, nothing
in this Regulatory Settlement Agreement shall be construed to require any state to
execute and deliver an Applicable Consent Order if such State elects to sign this

Regulatory Settlement Agreement and not prepare a consent order.

F. If any changes in the terms of this Agreement are required by any
participating state to satisfy that state’s particular statutory and/or regulatory
requirements, such changes shall be incorporated into that state’s State Amendment page

and attached hereto and incorporated herein as to that state’s requirements upon
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acknowledgment and agrcement thereto by the Companies. Those amendments shall
have effect only for the amending state and shall have no effect on any other participating

state.

G. This Agreement and its attachments and/or any applicable Consent Order
constitute the entire agreement of the parties with respect to the matters referenced herein
and, except for state-specific requirements as provided for in Section ILD., may not be
amended or modified except by an amendment signed by all parties hereto; provided,
however, that the Companies and the insurance departments of the states that are parties
hereto may mutually agree to any reasonable extensions of time that might become

necessary in order to carry out the prbﬁsions of this Agreement.

H. This Regulatory Settlement Agreement may be signed in multiple
counterparts, each of which shall constitute a duplicate original, but which taken together

shall constitute but one and the same instrument.
IOI. GENERAL MATTERS

A In the event that any portion of this Regulatory Settlement Agreement is
held invalid under any particular state’s law as it is relevant to a Participating Regulator’s
state, such invalid portion shall be deemed to be severed only in that state and all
remaining provisions of this Regulatory Settlement Agreement shall be given full force

and effect and shall not in any way be affected thereby.

B. The Lead Regulatory Negotiator and the Companies may mutually agree
to any reasonable extensions of time that might become necessary to carry out the

provisions of this Regulatory Settlement Agreement.

C. Except for the provisions related to an order to enforce the terms of this
Regulatory Settlement Agreement by any of the Participating Regulators or by the Lead
Regulatory Negotiator, the terms of this Regulatory Settlement Agreement and/or any
related Applicable Consent Orders with each of the states shall be governed by and
interpreted accbrding to the laws of the State of Texas, without regard to existing

principles of conflicts of laws.
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D. The Companies enter into this Regulatory Settlement Agreement with the
Texas Department of Insurance acting as Lead Regulatory Negotiator. All of the terms of
the Regulatory Settlement Agreement shall be binding upon, and shall inure to the benefit
of, the Companies, each Participating Regulator, and the successors and assigns of each

of the foregoing.

E. The Companies shall maintain records of their progress in completing the
administrative acts required by this Agreement, and shall submit reports of such progress
to the Lead Regulatory Negotiator on a quarterly basis. The first such report shall be due
within 120 days after the Effective Date, and a Final Report shall be due within 60 days
after the expiration of the Claims r.nad,e. period speciﬁed in Section IV.F.5. The Final
Report, among other matters, will include: (1) the total amount of remediation paid; (2)
the total amount of remediation paid by cbmpany; including by the state of the owner or
beneficiary; (3) the total number of individuals who received remediation; (4) and the
total number of individuals who received remediation by éompany, including by state of

owner or beneficiary.

F. If the Companies default with any respect to any obligation under this
Agreement and such default is not remedied within 30 business days following the
Companies’ receipt of written notice specifying such default (during which period the
insurance regulator of the state in which such default occurred and the Companies shall
make reasonable efforts to resolve any disputes involving the default), the Lead
Regulatory Negotiator may seek judicial enforcement of this Agreement. Written notice
of any alleged default shall be sent to the following address: 300 West 11th Street,
Kansas City, MO 64105, Attn: William T. Marden, or may be faxed to him at (816) 391-
2165.

IV. REMEDIATION RELIEF

A Definitions
1. “Eligible Companies™ — Attachments 14 and 19 to the Examination
Report (Exhibit A) contain lists of the Companies identified with possible race-based
pricing activities. Upon further research and explanation, Americo, Inc. was unable to

confirm that either Maryland Life Insurance Company or National Masonic Life
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Insurance Company was ever owned by Americo, Inc., or wrote policies that were
acquired, directly or indirectly, by Americo, Inc. from any source. Thus, Maryland Life
Insurance Company and National Masonic Insurance Company shall not be included in
the “Eligible Companies.” All other companies in Attachments 14 and 19 shall be

“Eligible Companies.”

2. “Eligible Policy” means a policy: (a) issued by one of the “Eligible
Companies”; (b) with a “substandard™ rating; (¢) to a non-white individual; (d) which
was issued during the date ranges identified in the Examination Report; (¢) which has not
been previously remediated by the Company, and (f) which was in-force at any time after
December 31, 1959. | |

3. “Identifiable Person” means an individual holder or beneficiary of an
Eligible Policy that the conipany can identify from its electronic records. Where a
potential holder or beneficiary of an Eligible Policy is identified, but the race of such
person is “unknown,” the Companies will make a diligent inquiry to determine the race
of the individual. |

4. “Effective Date™ means the date the Regulatory Settlement Agreement
was executed by the Company and the Lead Regulatory Negotiator, the Texas
Department of Insurance. '

5. “Valid Claim” means any claim under an Eligible Policy by an
Identifiable Person who has complied with the requirements of this Agreement and
whose race is known to the Company, or whose race is unknown by the Company and
has completed and filed the claim form attached to this Agreement as Exhibit F in the

time frame established in Section IV.F.5.

B. All Premium Paying Policies: Premium Reduction Relief
There are no Eligible Policies in a premium paying status as of the
Effective Date.

C. Inforce Policies: Increased Death Benefit Relief

1. For each Identifiable Person who is a holder of an in force Eligible

Policy and whose race is known to the Companies, the appropriate Company shall, within
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120 days after the Effective Date, calculate a 25% increase in the face amount of each
such Eligible Policy for which the Companies have electronic records. The electronic
records of the Companies shall be adjusted to reflect the increases in the face amounts of

the adjusted in force Eligible Policies.

2. For each Identifiable Person who is a holder of a policy that may be an
Eligible Policy but whose race is unknown to the Companies, the appropriate Company
shall, within 120 days after the Effective Date, send a Claim form to such individual in
the form of Exhibit F to this Agreement. Upon receipt of a Valid Claim the appropriate
Company will calculate a 25% increase in the face amount of g‘:ach in force Elig_ible_
Policy for which the Companies have electronic records. The electronic records of the
Companies shall be adjusted to reflect the increases in the face amounts of the adjusted in

force Eligible Policies.

3. The Companies shall provide written notice to each Identifiable
Person, of any adjustment made to the face amount of any Eligible Policy within 120
days after the Effective Date (or within 30 days after the receipt of a Valid Claim in the -
case of any Identifiable Person whose race is unknown by the Companies), provided such
person owns an in force Eligible Policy that was adjusted by the Companies pursuant to
Section IV.C.1. or IV.C.2. The Notice, which has been approved by the Lead Regulatory
Negotiator and is attached hereto as Exhibit B, will be mailed to the last known address
of the Identifiable Person shown in the Companies’ Home Office records. If a particular
junsdiction requires changes in policy face amounts to be evidenced by, among other
things, a new certificate or endorsement, then the Companies, in addition to providing the
Exhibit B Notice, shall provide to the policy owner the documentation required by that
jurisdiction.

D. Terminated Life Policies

1. The Companies shall, within 180 days after the Effective Date,
calculate an additional surrender benefit for each Eligible Policy that terminated by
reason of cash surrender after December 31, 1959 for which the companies have
electronic records, except for those Eligible Policies for which enhanced surrender

benefits were previously paid. The additional surrender benefit shall be 25% of the
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surrender benefit paid plus compound interest at the rate of 4% per annum calculated

from the termination date to the Effective Date.

2. The Companies shall, within 180 days after the Effective Date, provide
written notice to each Identifiable Person (or his or her beneficiary) who owned a
terminated Eligible Policy for which an additional surrender benefit was calculated
pursuant to Section IV.D.1 of the additional surrender benefit, together with a check for
the payment of such additional benefit. The Notice, which has been approved by the
Lead Regulatory Negotiator and is attached hereto as Exhibit C, and the check will be

mailed to the last known address shown in the Companies’ Home Office records.

3. Each person (or his or her beneficiary) with a Valid Claim who owned
a life Eligible Policy which terminated by reason of surrender between January 1, 1960
and the Effective Date and for which an enhanced surrender benefit was not paid shall

receive an additional surrender benefit.

4. The Companies shall pay the additional surrender benefit within 30
days of receipt of a Valid Claim.

E. Estates and Matured Life Policies
1. The Companies shall, within 180 days after the Effective Date,
calculate the additional death or endowment benefit for each Eligible Policy that
terminated by reason of death or endowment after December 31, 1959 for which the
Companies have complete electronic records and for which an enhanced death or
endowment benefit was not previously paid. The additional death or endowment benefits
shall be 25% of the original face amount plus compound interest at the rate of 4% per

annum calculated from the termination date to the Effective Date.

2. The Companies shall, within 180 days after the Effective Date, provide
written notice to each Identifiable Person (or his or her beneficiary) who owned a
terminated Eligible Policy for which an additional death or endowment benefit was
calculated pursuant to Section IV.E.1 of the additional death or endowment benefit,
together with a check for the payment of such benefit. The Notice, which has been
approve.d by the Lead Regulatory Negotiator and is attached hereto as Exhibit D, will be
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mailed to the Identifiable Person at the last known address shown in the Companies’

Home Office records.

3. Each person (or his or her beneficiary) who owned an life Eligible
Policy which terminated by reason of death or endowment between January 1, 1960 and
- the Effective Date and for which an enhanced death or endowment benefit was not
previously paid and who timely files a Valid Claim pursuant to Section IV.F.5 of this

Agreement shall receive an additional death or endowment benefit.

4. The Companies shall pay to the claimant within 30 days of receipt of
- -proof of a Valid Claim an additional death or endowment benefit of 25% plus compound
interest at the rate of 4% per annum calculated from the termination date to the Effective
Date 4

5. Benefits pétyable under Section IV (E) will be paid to the last identified
individual beneficiary or beneficiaries as their interests may appear without regén‘d to

whether the policy was subsequently assigned to a funeral home or other artificial entity.

F. Companies’ Undertaking Concerning Address Searches And Claims

Process for Terminated, Estates and Matured Policies.

1. Delivery of Notices of Increased Face Value. The Companies will
make a thorough search of their Home Office records, and will mail notices to the last
known valid address of the policyholder. If the Companies are unable to find what
appears to be a valid address for a policyholder, or if a notice mailed to a poliéyholdcr 18
returned to the Companies as undeliverable, the Companies shall make a further effort to
find a current valid address through the use of Accurint, a software search program made
available to the Companies by an outside vendor, Lexis Nexis. If an apparent current
address is located by the vendor, the notice will be mailed or, in the case of a returned

notice, remailed to that address.

2. Delivéry of Checks for Additional Death, Endowment or Surrender
Benefits. The Companies will make a thorough search of their Home Office records in an
effort to obtain a valid current address. Before checks are issued and mailed, the
Companies shall attempt to verify addresses in the Companies’ records through Accurint.

If, despite a thorough review of its records and a search of Accurint’s data base, the
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Companies are unable to obtain a current valid address, no check will be issued but the
details of the additional death or surrender benefit will be entered into a log of unclaimed
benefits for use in future escheatment procedures. Similarly, if a check is issued and
mailed but is returned as undeliverable, the check Will be reversed and the details of the
additional benefit will be entered into the log of unclaimed benefits for use in future

escheatment procedures.

3. Claims Made Procedure For Individuals Not Presently Identified. The
Companies acknowledge that they do not have complete records for many of the Eligible
Policies, and the Companies may be unable to identify or locate all individuals that may
be due monies based on their Home Office records. Therefore, the Companies have
agreed to participate in the website project undertaken by Texas Department of
Insurance, notifying individuals who may be due monies under the Eligible Policies of

their potential right to an increased death or surrender benefit.

4. Texas Department of Insurance, Race-Based Pricing Website. On or
about the Effective Date, the Texas Department of Insurance shall launch its Race-Based
Pricing Website Project (“TDI Website Project™). Because the identity and location of
persons with terminated Eligible policies is largely unknown, an extensive public notice
campaign undertaken by the Companies would be inefficient and prohibitively expensive.
For these reasons, the Texas Department of Insurance has created the Race-Baéed Pricing
Website Project whose purpose is to provide notice to those persons who have Eligible
Polices under this Settlement Agreement of their potential right to an increased death or
surrender benefit. It is contemplated by the Department that this website feature will be
expanded to include future settlements with other companies where the idenﬁty and
location of persons with terminated Eligible policies is largely unknown. The Lead

‘Regulatory Negotiator will furnish the Company with a copy of any text referring to
Americo or any of the Companies prior to its being posted on the website n sufficient
time for the Company to review it and provide comments or corrections of fact to the

TDIL
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The TDI Website Project shall contain general information regarding this Regulatory
Settlement Agreement and Examination Report. In addition, the TDI Website Project
shall contain a drop-down menu of the Eligible Companies of Americo, Inc. The drop-
down menu will be an easy-to-understand way for potential claimants to associate the
Eligible Companies with Americo, Inc. and this Regulatory Settlement. The TDI

Website Project will also contain the following: -
(a) Link to Americo, Inc. Website;
(b) Contact information for toll-free number at Americo, Inc.;

(c) Specific details on the definition of an Eligible Policy and what
is required as proof. Such proof may include, but is not limited to a policy, policy
number, a policy application, correspondence related to a policy, and/or debit payment
books or receipts, and shall include a signed Claim form, a copy of which is attached
hereto as Exhibit F, or other written statement which evidences that the claimant was the

owner or beneficiary of an Eligible Policy:
(d) A copy of the Claim form, attached hereto as Exhibit F.

The Department agrees that it will use its best efforts to encourage the Lead Regulators to
create appropriate links from their respective Websites to the TDI site so that the notice
of this settlement can be disseminated as widely as possible, although their failure to do

so shall not constitute a breach of this agreement.

5. Claims Made Period. For a period of 48 months from the Effective
Date, the Companies shall honor all Valid Claims received, pro?iding the appropriate
level of additional death benefits or surrender benefits, for Eligible Policies terminated by
reason of a death claim or surrender between January 1, 1960 and the Effective Date.
The Companies shall pay all such legitimate claims within 30 days from the date of the

receipt of proof satisfactory to the Companies.

6. Escheat of Calculated Additional Surrender or Death Benefits. Any
additional surrender or death benefit calculated pursuant to Section IV (D) or (E) which

remains undeliverable at the end of the Claims Made Period shall escheat to the
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appropriate state (as determined by the Lead Regulatory Negotiator) or states in

accordance with their escheat procedures.

7. Handling of Telephone and/or Mail Inquiries. In order to respond to
telephone or mail inquiries generated by the TDI Website Project, the Companies will
assign experienced Customer Service Representatives (“CSRs”) within their Customer
Service Center to handle calls coming in on the toll-free number contained on the TDI
Website Project. The CSRs will be thoroughly versed in the terms of the settlement, and
will be prepared to assist callers by gathering information that will assist in determining if

the caller is eligible for additional death or surrender benefits.

8. Ongoing Review. Should the Companies in the normal course of
business of paying claims, including those claims made pursuant to Section IV.F, identify
additional policies where the race of the owner affected either premiums paid or benefits
received, then the Companies will timely remediate such policies according to the terms

of this Agreement.

9. Evidence of Good Faith. The use of the foregoing procedures will be
deemed to represent a diligent good faith effort to locate policyhdlde‘rs and beneficiaries

for the purpose of compliance with this Agreement.
V. UNCLAIMED BENEFIT SEARCH AND RELIEF

A When a policy is identified under a claim submitted under the Claims
Made provisions of this Regulatory Settlement Agreement, the Companies shall, within
30 days of receipt of a Valid Claim, conduct a search for other life insurance policies on
the life of the insured under the policy so identified, utilizing the protocols described in
Exhibit G.

B. If the Companies’ search reveals that the deceased insured was covered by
any other Eligible Companies’ life insurance policy that, at the time of the death of the
insured, was providing life insurance coverage (including without limitation pursuant to a
contractual non-forfeiture option), and with respect to which a death benefit was not paid,
the. Companies shall use their best efforts to notify the beneficiary or beneficiaries of the

life insurance policy and pay any death benefits due, plus any statutorily required interest,
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regardless of whether such benefits have already escheated to a state governmental
authority. If the benefits have escheated, the Lead Regulatory Negotiator will assist the
Companies in their efforts to recover amounts paid to policyholders who by receiving
such payments will be asked to subrogate to the appropriate Company their right to claim
the escheated funds.

C. If the Companies’ search reveals that the deceased insured was covered by
any other Eligible Companies’ life insurance policy that, at the time it reached
endowment, was premium paying, fully paid-up or providing insurance coverage
pursuant to a contractual non-forfeiture pro_vision, and with respect to which maturity
benefits became payable but have not been paid, the Companies shall use their best
efforts to notify the person or entity to whom the policy’s endowment benefits were
payable (or, if such person is deceased, his or her estate) and pay the endowment benefits
due, -plus any statutorily required interest, regardless of whether such benefits have
already escheated to a state governmental authority. If the benefits have escheated, the
TDI will assist the Companies in their efforts to recover amounts paid to policyholders
who by receiving such payments will be asked to subrogate to the appropriate Company
“their right to claim the escheated funds.

D. In addition, if the Companies’ search reveals that the deceased insured was
covered under any other Eligible Companies’ life insurance policy that was also an
Eligible Policy, then the Policy shall be eligible for the settlement benefits provided for
the Policy under this Regulatory Settlement Agreement. '

VI. GENERAL RELEASE AND RELEASE FROM FURTHER REGULATORY
EXAMINATION OR SANCTION.

A By the execution and delivery of this Regulatory Settlement Agteement
and/or any Applicable Consent Order and gxcept as necessary to enforce the terms

‘hereof, each Participating Regulator does hereby release and forever discharge the
Companies, and their past and present affiliated companies, and all past, present and
future officers, directors, employees, shareholders, attorneys, agents and representatives,
of and from all civil, admiﬁistrative, criminal, or quasi-criminal causes, actions, claims,

damages, fines, sanctions, losses, demands, or other liability that the States could pursue
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or seek based upon: (1) the A]léged Practices described in Section I; (2) the Examination
Report; or (3} distinctions in the terms or benefits of insurance policies based'upon the
race of the insured where such liability arises under the insurance and/or anti-
* discrimination laws and regulations of each state related or applicable to the marketing,
solicitation, application, underwriting, benefit payment, acceptance, sale, purchase,
operation, retention or administration of all life insurance poliqies-sold, issued, assumed
or administered by the Companies prior to the date that this Agreement is signed.

B. Each Participating Regulator on behalf of itself and its respective state of
authority also agrees to discentinue any further. questlomng, exa:mnatmn or analys15 of
the Companies that relates to the subject matter of this Regulatory Settlement Agreement
and that any examination, issue or information request posed by any state of a
Participating Regulator to the Compmﬂ&a with respect to any other life incurance policy E
‘that 1s the & 1b_|or't of this Regulator” Settlement Agreement shall be deemed null void,

L

and mthmawn. i
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AGREED TO this 12" 2ay of 1 \SLMMBU~ 2007

'LEAD REGULATORY NEGOTIATOR

Wilne Jeed)s,

J Mike Geeslin, as Insurance Commissioner for the
State of Texas and Lead Regulatory Negotiator

AMERICO LIFE, INC.
FOR EACH OF THE COMPANIES (THE "COMPANIES")

[/
By: Lo
ilam T. Marden K

President, Americo Life, Inc.

PARTICIPATING REGULATOR

By:

Steve Poizner
Commissioner for the State of Cahforma

PARTI;% REGULATOR %

Kevin M. McCal‘fy _
Commissioner for the State of Florida

PARTICIPATING

By:

. in
ommissiorer fc;:he State of Georgia

PARTICIPATING REGULATOR

oy Mcodld—

Mary J d Hudson
Director for thfe State of Ohio
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