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On January 28, 1999 our Board of Directors authorized development of a

plan for the company to convert from a mutual holdlng company to a

pubIicly traded stock company. The demutualizationprocess is expected ro

be completed by mid-year 2000.

Upon demutualization, eligible policyholdersand contract holders will receive

stock, cash, or enhanced policy valuesin exchange for their membership

interests in the former holdlng company.

FORTUNE magazine,in its April 27, 1998 edition, includesGenAmerica

Corporation in its listingof the top 500 U.S. corporations. Headquartersare in

St. Louis, Missouri. Our four major lines of businessare Individud Life

Insurance,Group Life and Health Insurance,AssetManagementand

Accumtiation, and ReinsuranceGroup of America, Incorporated(RGA). We

havetwelvemajor subsidiariesand more than fi@ Nlliated companiea.Through

thesecompani=, we conduct businessin fifty states,ten Canadianprovinces,

Puerto Mco, and tie District of Columbia. RGA conductsbusinessin Europe,

Latin America,and the PacificKm countriesm wellas in North America.



Den~ut~lalization
A Plan for the New Century

by Richard A. Liddy CLU
Chairman, President, and Chief Executive Oficer

I n this report I want to share with you news that will have a significant

. impact on GenAmerica Corj~oration and everyone who has a business

relationship with it. For much of 1998, your company’s Board of Directors and

senior management thoughtfully discl~ssed the best ways to organize

GenAmerica Co

discussion: the

rporation in today’s business environment. At the center of the

on.g-term growtJ~ and success of the enterprise.

After much deliberation, on January 28, 1999 the Board of Directors

asked senior management to develop a demutualization plan.

If approved by the board, eligible policyholders, and regulators, the plan

will convert the enterprise from a mutual holding company to a publicly

traded stock company. Let me explain why we’re doing this and outline

how we will go about it.
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As you may know, your company began more than

sixty years ago as General American Life Insurance

Company. The company was formed with a worthy

and important mission - to rescue the policyholders

of the failed Missouri State Life, a victim of the

Great Depression. General American began as a

shareholder-owned company but, in succeeding

years, converted to a mutual company.

Fast-Changing Environment

Two years ago, policyholders voted to create a new

structure, a mutual holding company, to give our

business greater operating flexibility. A result was

that General American Life reverted to a stock

company, entirely owned by the newly formed

mutual holding company. Given the circumstances

of the time, this organizational concept seemed an

ideal solution to address the fast-changing financial

services environment. —

The past several years have been very successful

for the company, as its net worth has increased

substantially and its businesses have grown: The

most remarkable growth has been by Reinsurapce _.

Group of America (RGA), today one of the most

highlyregarded businesses in our industry. __

Through this company and our other businesses,

we have built the enterprise to the point where it

has substantial market value. We are.toiay a

financially strong and well respected organization.

However, this success has resulted .in some

complications. To continue on-r progress, .we

must raise additional capital by selling equity

over the next several years. But if we were to

follow our traditional approach of selling

interests in our subsidiaries, we would ultimately

reduce our policyholders’ share in these

enterprises to a minority interest. It is

undesirable that our policyholders should

become minority shareholders in our most

rapidly growing businesses.

Different Rights

Also, policyholders have different rights from

shareholders, and those differences have become

troubling. Stockholders in publicly traded

companies have the right to buy, sell, or transfer

shares. But policyholders’ participations are

illiquid, in as much as they cannot be bought,
—.

sold, or transferred. When a policy ceases;

membership rights terminate entirely.

3_



Demutudlization continued

The substantial increase in the value of

GenAmerica has largely been driven by strategic

investments in new businesses. To be sure,

dividends paid from these businesses contribute

to policyholder dividends. But as the value of

the enterprise grows, dividends are a slow and

inefficient way to distribute value.

After months of studying these considerations,

management and the board concluded that a

demutualization was the proper solution to

unlocking the value of the enterprise for the

benefit of eligible policyholders. As a result, some

300,000 policyholders will share in a distribution

that may be the highest average distribution to

date of any U.S. insurer to demutualize.

Demutualization Plan

Eligible policyholders will become stockholders

or else receive cash or enhanced policy values.

Specific details of the demutualization plan are

now being developed for review by the board and

appropriate regulators. This process will take

approximately eighteen months and will

culminate in an initial public offering that will

list GenAmerica shareson a major national

exchange. The creation of a public market for

the stock will create the liquidity required for

policyholders to sell their shareswhenever they

choose or to hold them indefinitely and

participate in the future of GenAmerica as a

stockholder as well as a policyholder.

Existing policies will remain unchanged in every

respect. Safeguards will assure that contractual

terms and dividends will be applied in the same

manner as before the demutualization. Our Board

of Directors and regulatory agencies will review

these matters carefully.

Changing Times

The businessenvironment today is going through

rapid and dramatic change driven by demographics,

technology, vigorous competition, and heightened

consumer expectations of financial service

providers. Over the yearsGenAmerica has

addressedchanging times and the result is our

substantialsuccess. Now, as the need for capital

continues, we believe demutualization best serves

our policyholders’ interests.

This isan excitingtimefor GenArnericaand itspeople.

We areencouragedby our prospects.We believeour

strategicdirectionsaresoundand our associatestalented

andmotivated. Of course,we stillhaveour historical

principlesto guideus: “Productsto value...peopleto

trust”willalwaysbe a powerti expressionof our

culture.As we write a new chapterin the history of

theorganization,we’ll be guided furtherby our

objectivesto distributevalueto our policyholders

equitably,to createadditionalvalueand growthwithin

theenterprise,and to maintainour commitmentsto

our home communi~ of St. Louis and our associates

throughout the country and the world.



Iancial Highlights

!rthe past 25 years,General

ericanhas grown from a

l-sizedmutual lifeinsurer

h one subsidiaryand assets

$600 millionto a financial

vicesfamilyof twelve

?ratingcompanies and more

n fiftyaffiliatesowned by

lAmericaCorporation.Total

Isolidatedassetshave

reasedto $29 billion.

1998 totallifeinsurancein

:eincreased35 percentto a

ord $451 billioncompared

h $333 billionreportedin

)7. Assetsmeasured under

lerallyAccepted Accounting

lciplesincreased21 percent

$29 billion,compared with

ibillionin the same period

:heprioryear.

al revenue in 1998 was a

ord $3.9 billion,an

reaseof 24 percent over

)7. Totalbenefitsto

icyholderswere $2 billion,

h an additional$192

lionpaid to policyholders

the form of dividends.

lsolidatednet income totaled

13.5million,an increaseof

percentoverthe $96 million

ortedin 199i’. Policyholder

plusincreasedby 11 percent

ing 1998 to a record$1.3

ion from the closingsurplus

more than $1.1 billionat

lr-end1997.



~IVI: IEND/INTEREST CREDITING WTES SET FOR 1999

Each year, General American

Life Insurance Company’s Board

of Directors establishes a

dividend scale for traditional life

products. The board also sets

interest crediting rates on

universal life products and on

amounts allocated to our general

account from variable universal

life policies. The rates

established are applicable to

unborrowed policy finds.

Four Major Factors

Changesin the dividend scale

reflectthe currentmarket

environmentand areaffectedby

four major factors:expense

variances, mortality variances,

investment performance, and

persistency variances. With

participating life insurance

policies, in return for premiums

paid, policyholders receive

guaranteed death benefits and

cash values, and they share in

the company’s earnings through

these dividends. Decreases in

dividend and interest crediting

rates have a negative effect on

future policy performance. As

these rates fall, non-guaranteed

cash values will be less than

those shown on initial

illustrations, premium payment

streams may be altered, and

some policies will lapse in the

future if dividend/interest levels

do not subsequently rise.

General American has reduced

its dividend scale interest rate

on non-borrowed amounts for

1982 and later-series direct

recognition pension and non-

pension traditional products to

8.00 percent in 1999. Rates

for all other traditional

products remain unchanged

from their prior level. The

interest crediting rate for

UL(97) and American Vision

Series balances invested in the

company’s general account has

been reduced from 7.60

percent to 7.50 percent in

1999. The rate on all other

non-borrowed funds from

universal life policies and on

amounts allocated to our

general account from variable

universal life policies has

decreased from 7.10 percent to

7.00 percent in 1999.

Payouts Wdl Grow

These changesreflecta

continueddeclinein market

interestratessincethe middle of

1996. In 1998 General

Americanpaid roughly$181

million to individual

participatingpolicyholders. We

project thatin 1999 dividend

payoutswill grow to

approximately$190 million, a

5.0 percentincrease.We remain

committed to maximizing

dividendsto policyholderswhile

buildingthe company’sfinancial

strengthand surplusfinds. And

we arefirmlycommitted to the

principleof treatingall

policyholdersequitably.



MAKIING . I) INFERENCE
IN OUR COMMUNITY

F
t GenAmerica we measure success in more than financial terms. While the interests

of our policyholders always come first, we also recognize the importance of an
_-

ongoing commitment to our community and to organizations dedicated to
-—

serving those in need.
_=————

We are proud of the contributions our company and our associates have made
z

k“over a period of sixty-five years. We value ~nd”accept our role as a good

corporate citizen. Volunteerism has become a habit in our company as our
executives and associates have assumed leadership roles in a variety of

civic and charitable causes. More than 400 associates donate their time
and talents to numerous service-oriented groups. In addition, the GenAmerica Foundation

continues to fund many civic and cultural causes.

Involvement in United Way

In 1998 GenAmerica and its associates raised nearly $1.4 million for the Unitedway.This marks
the sixth consecutive year that the company has been a $1 million contributor. Contributions

come from a combination of associate, retiree, and corporate pledges.

Our foundation contributed another $700,000 to more than one hundred local and national
non-profit organizations, primarily groups involved in medical research and human services.

Among those receiving grants were the Arthritis Foundation, AMC Cancer Research, the

Cardinal Glennon Children’s Hospital, the Washington University School of Medicine, and

the Southwest Foundation for Medical Research. Local human services recipients include
organizations such as Doorways, an inter-faith AIDS residential program; the St. Patrick
Center, a homeless shelter, food kitchen, and job assistance program; and the Salvation Army
in its Tree of Lights campaign.

We continue to sponsor the LPGA Golf School in association with the Ladies Professional

Golf Association Heartland Classic to benefit women with cancer. Contributionsalsogo
to the American Heart Association, the American Paralysis Association, and the Cystic

Fibrosis Foundation.

Funding the arts and education

We also earmark funds for various educational programs and scholarships, including assistance
for minority students. We contribute to the Missouri Colleges Fund, a consortium of thirteen

small colleges that provides scholarships for deserving students; INROADS, a program
offering college students internships to prepare them for careers in business and industry; and

St. Joseph’s Institute for the Deafi a school for the hearing and speech impaired.

Recognizing the importance of the quality of life in our community, we support groups
dedicated to music, drama, dance, and fine arts. We provide funding to the Saint Louis

Symphony, the St. Louis Black Repertory Theatre, the St. Louis Art Museum, and other
cultural organizations in the St. Louis area.

Commitment to community involvement and service, by management and associates, has been
and will remain a high priority among all members of the GenAmerica family.



GENERAL ANI ER ICAN

INDIVIDUAL LINE

The IndividualLinetypicallyservesupper-income 1

individualssuch as professionalsand business

owners-executives
I



The Individual Line’s comprehensive product portfolio

consists of whole life, term, universal life, joint survivor, and

variable universal life policies. Sales representatives also offer

annuities and pension plans. Customers are typically upper-

income individuals, such as professionals and business owners-

executives, who are served through a network of about 325 sales

offices from coast to coast.

Two wholly owned subsidiaries, GenMark, a marketing

organization, and walnut Street Securities, a broker-

dealer, support the sales offices. iSecurity EquityLife,
another company-owned subsidiary, offers products for the New

York and corporate-owned life insurance (COLI) markets.

GeneraLife is a CCvirtua~insurance company (with a minimal

operating infrastructure) that

networks and non-traditional

sells life insurance through

channels like the Internet.

)rokerage

GenMark Business Advisors, a group of specially

trained agents and representatives, works with clients that have

complex financial needs. The objective is to provide a thorough

analysis of each individual situation, then recommend solutions

and products to help meet the client’s needs. Comprehensive

plans address liquidity,

wealth accumulation.

estate planning, business continuity, and

The Individual Li

banks, CPA firms

new markets.

le is

and

rapidly expanding distribution through

other non-traditional channels to reach

9_
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GENERAL AMERICAN

INDIVIDUAL LINE

● Total net income * Sales through the ● Net income from

improved by $1.5 general agency “insourced” products,

million, an increase of distribution system that is, other

142 percent increased 5.2 percent companies’ products

compared with the to $58.6 million, that complement

previous year’s results. General American’s

portfolio, grew by 92

percent. A new

partnership with

Ascensus, a

leadingbrokerage

agency,contributed to

this result.

* We launched the

American Vision

Series of Variable

Universal Life

products, designed

with an objective of

meeting the needs of

small businesses and

their owners as well

as individuals

concerned about

accumulating,

preserving, and

transferring wealth to

fiture generations.



The new

GenMark
Business
Advisor program

became the

cornerstone of a small

business market

initiative. This

nationwide network

of elite GenMark

representatives works

with closely held

companies and their

owners.

GENERAL AMERICAN

INDIVIDUAL LINE

GcnMarlk Incorporated
● Numerous programs

strengthened and

enhanced GenMark’s

partnership with the

general agency system:

the High Performance

Business Program, the

“target marketing”

program, theTOP

Flight Service
Center at our home

office, and computer-

oriented illustration

and communication

systems.
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GE N”ERAL AMERICAN

IND.LVIDUAL LINE.
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Sccuritics, In(:.

● Sales of $95.2

million, which

exceeded plans by 8

percent, were 24

percent ahead of the

previous year’s.

* The development of

three distinct business

units — Walnut
Street

Insurance
Group,

Walnut Street ~$:;’ree’
~erViCes, and

Walnut Street

Investment

Services –
enabled us to deliver

marketing and

sales support bY

product type.

● The introduction of

the Branch
Services
departmentimproved

our support of branch

managers,and the

creationof a new

Special

Markets
division helped us

identi~ new

distribution

opportunities.

● To strengthen our

position for

continued growth,

Walnut Street formed

an alliance with

Donaldson, Lufkin &

Jenrette Securities

Corporation’s

Pershing division, a

clearing firm for

stock, bond, and

mutual fund

transactions.



New life insurance

premiumsincreased

by 100 percent

compared with the

previousyear’s.

Since

GeneraLife’s
inception in 1995,

the company now has

more than 4,OOO sales

associates under

contract.

●

●

GENERAL AMERICAN

INDIVIDUAL LINE

With GeneraLife’s

technology, for the

first time in the life

insurance industry, the

policyholder can

access and change

information on his or

her policy via the

Internet.

An Internet site,

EPI Center,
enabled GeneraLife’s

sales force to conduct

and monitor

transactions.

GeneraLife gained

industry recognition

for its unique term,

universal life, and

survivorship products

in the ages fi@-to-

ninety market as well

as its marketing

program that involves

banks, credit unions,

and mortgage

companies.

Computer industry

leadersin the U.S.

recognizedGeneraLife

for its creativeuse of

technology,as did well

respectedbusiness

publicationsin Europe

and America.



GENERAL AMERICAN

GROUP LINE

GeneralAmerican’sGro[~pLifeand Health

Divisionspecializesin multi-siteemployee

groups of 300 or more.



General American’s Group Life and Health
Division concentrates on self-funded arrangements that

include complete administrative services and stop-loss

coverages as well as complementary or stand-alone life

insurance programs. Regional sales and service offices in

major cities throughout the country offer a comprehensive

portfolio of group life, health, and managed care products,

sold through brokers and consultants.

The Retirement Plan Group provides a full range of

retirement plan products and services to sponsors of401 (k),

defined benefit, profit sharing, and other tax-qualified

retirement plans for medium-sized and large organizations.

The Group Line includes three wholly owned

subsidiaries: Paragon Life, NaviSys
Incorporated, and Consultec, Inc.
paragon focuses on tax-advantaged group variable

universal life insurance products for high income
.

individuals. Navl Sys, formerly Genelco, offers an

array of software and services to other life and health

insurers and annuity companies. Consultec, Inc.
provides software as well as systems development and

administrative services, primarily to state government

agencies and managed care programs.

15—



GENERAL AMERICAN

GROUP LINE

Group Life and Health
0 Sales growth in

Group Life
and Health was

especially strong,

resulting in its second-

best sales year ever. El

Paso Energy, Baylor

College of Medicine,

and Thomson

Newspapers became

new clients.

● Persistency results,

that is, the number of

clients who stayed

with us, were also

strong. We continued

●

●

to add sales territories,

opening a new office

in San Francisco.

Group Life and

Health continued its

strong growth in

earnings.

To sharpen its focus

on the large employer

market, Group Life

and Health divested

itself of several

operations that did

not fit into this

strategy. Changes

included the

termination of a

Medicare Part B

contract, the sale of

Healthcare
Interchange,
Inc., transfer of

Technology
Solutions
Providers, and

the closure of

Provider
Ventures.

* New products and

services included the

addition of

l{eti.rement
Plans Group

Connection
Dental, one of the

Iargest national dental

networks; an

improved life

insurance product;

and introduction of a

Windows-based,

employer-focused

sotiare system.

Claim services

exceeded all goals for

timeliness and

accura~ of payments.

Managed care services

offered high customer

satisfaction results.

All mission-critical

systems were certified

as Year 2000 complimt.

● New salesresultedin

an additional$230

million in deposits.

Assetsunder

managementgrew to

I
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GENERAL AM ERJ CAN

GROUP LINE

~aviSys
● NaviSys, created

from the merger of

Genelco
Incorporated,
st. LOUiS; Beacon
Sobare
Development
Company
Edison, New Jersey

and ECTA
Corporation,
Ambler, Pennsylvania%

more than $2.2

billion. Salesofices

opened in

Philadelphiaand

Dallas. New services

became a top

competitor in the

insurancesoftware

and servicesmarket.

The new company

posted nearly$80

million in revenues,a

35 percent increase

since 1994.

NaviSysintroduced

the industry’sfirst

“straight-through

platform,” which

integratessales

illustrations,policy

administration,and

the Internet.

for participants

included an education

program and

RetireLink, an

interactive website.

~onsult~c
IDConsultec

achieved record sales

of $88.5 million. In

Florida it secured its

largest-ever Medicaid

fiscal agent contract,

valued over a six-year

term at $154 million.

At year-end, this ‘

subsidiary also won a

contract to supply a

decision support

system for Medicaid

in Florida. Consultec

version of its

Medicaid

management

information system

and assumedfiscal

agentresponsibilities

for the Medicaid

program in Colorado.

Data warehouse-

decision support

systemsbecame

operationalin North

Carolina,Vermont,

and West Virginia.

instaIled the latest

Paragon
@ In terms of in-force

business, ParagOn

is rapidly approaching

the top 10 percent of

all life insurance

companies in the

United States. In

1998 Paragon’s in-

force business went

over the $15 billion

mark for the first

time, a 22 percent

increase compared

with the previous

year’s results. New

paid life insurance

grew to an all-time

high, more than $4

billion in 1998,

compared with

approximately $3

billion in 1997.



ASSET MANAGEMENT

AND ~CCUMULATIoN

Conning Corporation,Cova Corporation,and Stable

ValueOperationsmi~keup the assetmanagement and

accumulationsegment of GenAmerica Corporation.



COnnin~ Corporation, a publicly traded

investment management company, provides asset

management services to insurance companies and

the pension community, manages private equity

funds, and conducts in-de~~th research for the

insurance industry.

Cova corporation provides its customers

with annuities, retirement products, and services

that support their need for asset accumulation and

retirement income. Companies that make up Cova

Corporation are Cova Financial Services

Life Insurance Company, Cova
Financial Life Insurance Company
(California), and First Cova Life
Insurance Company (New York). The

companies market a portfolio of fixed and variable

annuities as well as variable life insurance through

regional broker-dealers and financial institutions.

Stable Value Operations focuses on

its short-term variable rate product targeted

primarily to institutional investors. This product is

managed, underwritten, and marketed through the

joint efforts of Conning, General American, and

other insurance partners.



ASSET MANAGEMENT

AND ACCUMULATION

oConning
Corporation
exceededits

1998 growth goals,

increasingrevenueby

23 percent and net

income by 47 percent

compared with 1997

results.

o Three transactions

complemented and

enhanced its existing

business:

– Acquisition of

Schroder
Mortgage
Associates, an

asset manageme-nt

Conning Corporation
firm providing

commercial mortgages

and securitization

capabilitiesfor the

pension community.

– Acquisition of the

Noddings
Group, anasset

management firm

specializing in

managing convertible

securities for

institutional investors

and high net worth

individuals.

– Investment in the

Hales Group,
an advisor to

insurance agencies,

brokers, and

distributors.

● Total assets serviced

increased more than

$10 billion. At 1998

year-end, Conning

serviced a total of

more than $9o billion

in assets.

● Conning’s asset

management group

completed a $155

million collateralized

bond obligation

during the year,

leveraging asset

management

capabilities.

* The private equity

division successfully

closed Fund V, a $225

million capital equity

fund, Conning’s

largest fund to date.

o The research group

had significant growth

in its core

commission business

and now provides

investment research to

more than ninety

insurance and

insurance-related

companies.

* The mortgage loan

and real estate unit

reached a significant

milestone during

1998, originating

approximately $1

billion in commercial

mortgages, a

substantial increase

from approximately

$620 million in 1997.

* Connin/s Stable
Value investment

arm generated record

deposits during 1998.
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AND ACCUMULATION
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clients may choose a

death benefit that

offers a payment

equal to the highest

account value at any

anniversary dare of

their contract.

offer variableTeaming up witha

NaviSys, Cova annuities and life

products with featuresfinalized an

and investment

options specific to

arrangement to

establish its

their firm’s needs.operationsarm,

cova Life During the year Cova

Administra-
tion Services,
inDes Moines.

added funds to its

Arch Variable ● Cova launched a

SEP-IRAhnuity., the first

Cova program, directed atvariable annuity in

the Custom small businesses and
● We introduced the

Premier
Advisor
Variable
Annuity, tO

be sold through

sole proprietorships.Architectureprogram,

then, in cooperation

with \~ea.t

First Union,

. A new private

placement variable life

insurance capability

was designed to solve

complex tax and

estate planning

problems.

introduced the

Destiny Select

Variable

Annuity.

financial institutions

and certain national

wirehouses.

The new CUStOnl ● We upgradedthe●

Cova VariableArchitecture

Annuity contract

to include an annual

step-up death benefit

option. Both current

and prospective

program allows

broker-dealers,

financial institutions,

and financial planning

firms to create and
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REIN SURANCE GROUP

CA, INCORPORATED

Though most ofitsincome isfrom NorthAmerica,

salesfrom overseasoperationshave become

increasinglysignificantforRGA.



Reinsuran~:e Group of America,
Incorporated (RGA,) is considered the

largest facultative reinsurer ir~ the United States, one

of the leading reinsurers in Canada, and one of the

largest automatic reinsurers in North America. RGA

is also a leading global reinsurer.

The company also offers “asset.irltensive” reinsurance

and product development. RGA provides financial

reinsurance directly and through its alliance with

RGA/Swiss Financial Group, L.L.C.
Though most of its income comes from North

America, sales from overseas

particularly Asia Pacific and

operations —

Latin America — have

become increasingly significant. Expansion into

overseas operations continues, as more and more

countries liberalize their life insurance markets.

GenAmerica Corporation owns

approximately 64 percent of RGA’s outstanding

voting shares and approximately 53 percent of all

shares outstand.ing.



REIN SURANCE GROUP

OF AMERICA, INCORPORATED
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Rcinsurancc
Group of
herica(RGA)
9

●

Premium from

continuing operations

increased 36 percent

compared with 1997

results.

Shareholder value

increased significantly

price grew to $70 per

share,up from $42.56

per shareat year-end

1997. Following a

three– for – two

stock split, announced

January28, 1999 the

post-splitprice

became $46.67 at the

end of 1998 and

$28.37 at the end of

1997 for the voting

common stock.

It was anotherrecord-

breakingyearfor Ilew

facultativecasesaswe

underwrotemore

than 120,000 of them

during the year,

~ International

operationscontinued

to expand. We

opened an office in

Mexico City and

launched a life

reinsurance company

in South Afi-ica.

RGA
Reinsurance
Company of
South Mrica

Limited
establishedoffices in

Cape Town and

Johannesburg.

— I

. -—.—-.— —- --

~.,G._ . . . . . .“--

. . .
consolidated I

Risk
Mana~ementu

Solutions, Inc.
to form RGA

Financial

Products

Limited. The

new organization

marketsasset-liability

and financialrisk

management services.

o Through our alliance

●

with RGAfSwiss
Financial
Group, L. L.C.,
we made history by

completing the first

financial reinsurance

transaction in Japan.

RGA expanded the

scope of financial

services it offers to

clients when its

subsidiary, RGA
International
. .
Ltd., joined with

● RGA joined forces

with the School of

Medicine at

Washington

University in

St. Louis, a world

leader in medical

research, to cosponsor

The Longer Life

Foundation. It funds

research that analyzes

the effects of

changing medicd and

public health practices

on human longevity

and the rates of

disease in specific

populations. I



LNAMEWCACORPORATIONANI) SUBSIDWM

CONSOLIDATEDBMc~ ~HEETs ~. “‘““““~ ~
ollors in thollsands, except share data) . . .

AS of Decenrber.31

xed maturities:

Availa.ble-for-sde, at fair value
[ortgage loans, net

eal estate, net

qui~ securities, at fair value
olicy loans
tort-term investments

)ther invested. assets
Total investments “:

;ash and cash equivalents

.ccrued investment income

.einsurance recoveral}les
.,

,.
)&el contract deposits

)eferred policy acquisition cost:;
)ther assets

,eparate account assets.
Total assets

. -. $11,230,865
2,337,542
129,851

~~ 38>755.
2,151,028
.200,371
457,645-

16,546> 057
~~‘619,494

,,- -., 208,375

. 784,983
,’. .— ---- .- ,-4,0”94,777. .

776,261

- 631,752

9,212,539
2,140,262
140,145
24,211

2,073,152
194,610
243,921

14,028,840
382,288
170,067
718,717

3,336,328
695,253
496,844

,..,. 5;287,456
$ 28,949%~

4,118,860
23,947,197

1-

‘olicy and contract liabilities:
,,

Future policy benefits
$ 5,516,869

Policyholder account balances: . ~. ~ z 960940
Universal life

Annuities
3:714; 526

“7,581,276
pension finds and interest sensitive contract. liabilities ‘“’ ,.” .“ , . .591 ~88.

Policy and contract claims ,,l. .

Dividends payable tO policyholders-“-” “
121;740

Total policy and cc)ntract liabilities
.=Z5

Amounts payable to reinsurers
201,395

Long-term debt and notes payable
216,31.8

Other liabilities and accrued expenses

,.
892,408

Deferred tax liability, net
75,954

Separate account liabilities
- 5,267>553

,- 27,140,067
Total liabilities : . . ‘ .- 383,900

Minority interests

Company-ot]figated mandatorily redeemable capital
securities of subsidiary trust holding sorely
subordinated debentures of the company

.,, 125,000

4,933,787

2,534,744
4,161,946

4,732,400
458,606

113,525

16,935,008

247,679
214,477

835,076
87,485

4,112,666
22,432,391

216,555

125,000

Stockholder equiy ,,, .

Common stock, no par vatue, $1,000 stated value, 30,000 ~hares
authorized, 1,000 shares issued and outstanding

1,000 1>000

Retained earnings
1,245;403 1,064,640

Accumdated other comprehensive income
53,785 107,611

—.

Total stockholder equity
-“ l,300,1g 1,173,251

23,947,197
Total liabilities and stoc~older equity

$28,949,155

see accompanyingnotesto como[ihted~natjcialstatemc~ts. .

., :.
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G*ERIW CORPOP.ATIONAND SUR51DWW . . . I
CONSOLIDATEDSTATEMENTSOF (IIPERATIONS
(dolla~ in thousands)

.- ., ...,-+.~.. ..!.. ..—

Insumnce premiums and other considerations .

Net investment income ,.. . .. . . .

Ceded commissions : -.

Other income
Net realized investment gains

Total revenues
!..

,$ 2,2;4,73i 1,768,169 1,623,228 I. . ..
1,143,.553 “950,097 806,883

“41,163. 44>902 27,538 1
.430,729 362,296. . 280,803

2d,531
.,, --, , -x

Policy benefits
Interest credited to policyholder accottn.t balances

Total policyholder benefits
,.

2,032,352-
430,758,

2,463?,110

1,528,333
,345,937
1,874,270

1>379,803
26~,532

1,642,335

Dividends to policyholders

Policy acquisition costs

Other insurance and operating expenses —,

192,085
24ti,G40
810,919-

18:~,146

168;045
740,I34

171,904
143>094
642,636

Total benefits md expenses 3,706,75+ 2,96<i,595 2,599,969

163,014
Income before provision for income taxes 207,141 189,407

Income tax provision (benefit):
,.

Current .

Deferred
,. 6?,311

(118)

67,193.—

.37,433 45,902

13,992

59,894

19,939

-57,372Total provision for income taxes
Income before distributions on company-obligated

mandato~ily redeemable capital secu.rities 149,769

.,

122,214 103,120

Distributions c)n company-obl~ated mandatorily
L

redeemable capitaJ securities, net of applicable

income tax benefit of $3,730 a~ld $2, I 13, respective\~
Income before minority interest .. .

,,.,.-

6,926
142;8$3

3,925
.“-

(22,134)

96,155
.—

103,120
,,

Minority interest in earnings of consolidated subsidiaries

Net income ------- j:-

Seeacm?npat~yingnottvto consolidated$ntitzcialstarementi.
,,.

!., .,.

(19,888)

83,232

.. . .—

,. ..!

.

‘-. . : ..

,.

,.
., ...

.—
-----

... ..,
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GENAMERI(M @MORATION ANDSuBsl~IARm
. . ,.. . ..

CONSOL~DATEDSTATEMENTSOF CON~PMH~NS~ INCOME
(dollars in thousands)

BarsetidedDecember31

Net income

Other comprehensive (loss) income

Comprehensive income

See &companyiug notes to colfso[ihted)mncial statenzt,ttts.

,.—.

CONSOLIDATEDSTATEMENTS
(dollars in thousands)

Balance at December 31, 1995
Net income

Other comprehensive (loss) income

Other, net

Balance at December 31, 1996

Net income

Other comprehensive: income
Issuance of common stock

Other, net

Balance at Dt:cember 31, 1997
Net income

Other comprehensive (loss) income
Parent’s share of subsidiary’s

issuance of }Ion-voting stock
Other, net

Balance at December31 j 1998

.$”eaccompa?gi~zgn,)testo co)zsoli&t~,djnnncLzlstarcmcnis,

OF

,-.
$

$

113,477 9$,155 83,232

..

STOCI~Q)L~)EREQUITY

Accumulated
other Total

Cclmmon Retained comf)rehensive stockholder
sto(:k earnings (10ss) income equity——. ,

$-– 876,078 81,005 957,083
83,232 “’ 83,232

(49,705) (49,705)
7>177 ~ 7.177

‘— 966,487 31,300 997,787
96,155” 96,155

. 76,311. 76,311
1,000 (1,000)

2,998 2,998—.,

1,000 1,064> 640 107,GI 1 1,173,251
113,477 “- I13,477

(53,826) (53,826)

68,609 68,609
(1,323)-—., (1,323)

$ 1,000 1,245,403 53,785 1,300,188“—m,— —... ——.

;.

,.—
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GENAMERICACowomimoN WD SUBSIDIARIES ‘

CONSOLIDATEDSTATEMENTSOF C.MH ELOWS
(dollars in thousands)

,.

.,
l%arsendedDecember.31

Net income $ “’113>477., ,96; 155

Adjustments to reconcile net income to net cash
,-.

,..,
provided by (used in) operating activities: ‘ s

Change in: . . .

Accrued investment income
. .-.

(38;89~) (22,043)

Reinsurance recoverables and other contrai:t deposits (822,369) (838,390)

Deferred policy acqu.iiition costs . “(104;549) (i 13,040)
Other assets . ,. ~ .,. .: (91,292) (66,746)
Future policy benefits 57~,948 693,052. . . . . . .
Policy and contract claims .“ 132,4{i ~ ,“ 105,503”

Other liabilities and accrued expenses _. , 19,687 322,204

Defi:rred income tax provision 19,939 (118)

Poli,:yholder consider:ltions -- (219,295) (137,163)

Interest credited to policyholder account balances. ~,.--, .. . .. . .. 430,758 . 345>937

Amortization and depreciation 32,929
),.

Net realized investment gains !~., (:[1:; (28,538)

Other, net -.6,908 372

83,232

(16,275) “

(159,713)

(87,249)
(5 1,444)

330,511
14,652

.65,184.

13,992
(144,748)

262,532

28,375
(24,531)

~

Proceeds from investments sold or redeemed:
Freed maturities available-for-sale 2,067,595- 2,072>330 1,822,169,—.
Mortgage loans ,. 370,418 594,151 182,650

Equity securities 2,065 ‘“‘ 3 i ,6o2 13>427

Cost of investments purchased:. : - = ~~ --:. ~ --- ..
Freed maturities available-for-sale (4,463,43;] : (4,560,557) (3,428,943)-

Mortgage loan originations ‘- \;94,480) (438,959) (593,438)
Equity securities

. .
(8”,39@ “ ‘- (47,283) (39>553)

Maturity of fwed maturities av~la~e-fi)r-sale ;- -.. . 157,1,88 .. . . 281,736 225>087

Increase in pc)licy loans, net ,—. , 177,876) (153,399) (210>624)

Increase in short-term and other invested assets, net (21 1,910) (135,482) (12,678)
Investments in subsidiaries ..-. ‘(29,011) (1,763) (4,807)

._. .
Net cwh usecl in investing actitiities (2,727,845) (2,35;7,624) ~

--.=._.—_ .==7-- .- _ .— ..~s.--.”, >.-i~.&>-,, “T~:.*,?--~ . . ~,.,:v,~.~-:,..=Z=-’ -=--— ----
m$:%o.w$”!r~!n.fi.w!nc!!l~ ?!’*viti4$= =-:::>.-:l . .... ... ....&i.:::: :.: .;:.=;&;>:ffi;;:.<aG:.::&i ..’LL!:.i::::.....:.-....-:. .L. ..:.-.”.:-’.:::3

~. ,r------w -, -wy--—

Net policyholder account and contract deposits
:.

2,682:959 “ 2,12 ~,488 1,632,495

Issual~ce of cc)mpany-obligated mandatorily redeemable capitd_.securities — 125,000

Proceeds from subsidiary stock offering 221,837

Issua~ce of debt ., ... .2,281 1,857 106,903-;, ..
Repayment of debt (1,043) (80>668) (19,497)

Dividends .— —.—. (3;839) (2,112) (1,832)

Other, net .29>331 : 46,829 2~,770i -—–-

Net cash provided by financing activities . . . 2,931> 526 .. z,212,~94,.-. -.——.“. .,.-. —., 1>744,839
.,-”

Effect of excl~ange rate changes ,- (16,331j (5,320) (266)
Net increase (decrease) in cmh and cash equivalents ‘” 237,206” 239,564 (2,173)

Cash and cash equivalents at beginning of year 382,288 142,724 144,897
,.: . . .

Cash and casl~ equivalents at end of year $. 619,494 382>288 142>724
,, !. -.,.

Set accompanying notes to como[ihztrdjtifznciaf statemef2tr. ,.. -’
–, .,.

,. .“

,,-. . ...=..,-
,,

-——- — B



GENAMERICACOWJORATIONANDSUBSIDWM

~orw TO CONSOL~DATE.bFINANCIAL
(1) Basis of Prmentation and Summary of ~
Si~ificat~t Accouting Policies

In S~ptember 1996, the Board of Directors of General “herican

Life Insurance Company (General Americ:~) adopted the Plan’

which authorized the reorganization (Reorganization) of General

American into a mutual insurance holding company structure. The
Missouri Department of Insurance held a public hearing on the

Reorganization on December 19, 1996 and approved the Plan on
January 24, 1997. The policyholders cf General American

approved the Plan on January 28, ‘1997 m.d the Reorganization

became eflective c)n April 24, 1997 (effective date).. General

American was the first company to obtain approval and to form a .
mutual insurance holding company under the Missouri Mutual

Holding Company Statute.

Pursuant to the Reorganization, General American (i) formed General
American .Mutual Holding Company (GAMHC) “as a mutual

insurance holding company under the insurance laws of the State of
Missouri, (ii) formed GenAmerica Corporation (the Company) as an

intermediate stock holding company under the general laws of thq
State of Missouri, and (iii) amended and restated its Charter” and.

Articles of Incorporation to authorize he issuance of capital stock and.
the continuance of “its existence .* a stock Liie insurance company

under the same name. GAMHC may among other things, elec: all of
the directors of the Company and approve matters submitted foi

shareholder approvtal. As .of the effective date of the Reorganization,,
he membership interests and &e contractual rights of the

policyholders of General American were separated - the membership
interests automatically became, by operation of law, membership

interests in GMHC and the contractual rights remained wid!
General American. Each person who becomes the owner of a
designated policy or m.ntract oE. insurance or .mnui~ issued by

General American afier the effective date of the Reorganization

(subject to certain exceptions and conditions se~forth in the Articles
of Incorporation of GAMHC) will become a mernbe~ of ~HC

and have a membership inter~t in GAMHC by operation of law so
long as such policy or contract remains in force. The membership

inrerests in GAMHC follow, and are not severable, from. the insuranct:
or annuity policy or contract from which he ~mbershlp interest in

GAMHC is derived.

On the effective date, Generd.American issued three million sh~res
of its authorized shares of capital stock co G@~HC. GAMHC then

contributed dl of these to the Company in exchange for one

thousand shar~ of its cominon stock. As a resu!t,. the Company
directly owns General American, and .GAMHC indirectly owns
General American, through the Company. The Reorganization was

accounted for at historical cost in a manner similar to a pooling of

interests. Accordingly, the accompanying finmcial statements and
disclosure reflect the operations of the Company and General

American for all periods presented.

The Company’s principal lines of business%’conducted throu&
General Arne~can- or one of its subsidiaries, are: Individual Life

Insurance, Annuities, Group Life and Heath Insurance, Asset
Management, and Reinsurance. The Company distributes its

,,
..-,

STAx~MEGs
products and services primarily through a nationwide network of

general agencies, independent brokers, and group sales and claims

offices. The Company (through General American and irs
subsidiaries) is licensed to do business in all fifty states, ten, Cmadlan

provincm, Puerto Rico, and the District of Columbia. Through its
subsidiaries, the Company has operations in Europe, Pacific Rim

countrits, Lltin America, and Africa.
. .,

,lnitial ,,~ubli.cOffering
In December 1997, General American’s subsidiar~ Conning

Corporation (Conning) ‘successfully completed an Initial l?ubl~
Offering of 2.875 miuion shares of its common stock. Conning

received net proceeds of approximately $,34.5million from the
offerinf;. General American owned ,62.7 percent of the total shares
ou)cstanding of Conning’s common stock at December 31, 1998

and 1997. The publicly held stock of Conning is listed on the

N\iSD.AQ National Market System,

ti~ubsegs~entOffe~ing
At G.eI~eraIAmerican3 subsidi~y Reinsuralce Group of America’s

(RGA) annual stockholders’ meeting on May 27, 1998, a new CIMSof
non.voling Cbm.mon srock was authorized. In June 1998, RCIA,

completed a secondary public oflering in which it sold 4.945 million
shares of non-voting common stock traded on the New York Stock
Fxchm ge under &e symbol RGA.A. The offering provided net

proceeik of approximately $221.8 million which have been utiiied to
finance the continued growth of RGA’s operations domestically and

internahondly. ~er the subsequent offering, General American’s

owners[lip percentage decreased fi-om 63.80!0 to 53.30/o.

Significant Accounting Poli(cies
The accompanying consolidated finmcial statemenu are prepared on
the ba~;isof generdy accepted” accounting principles (G&) and

itu:lude the accounts of. Getierica Corporation and its majority
“o~,ned subsidi&ies. Less Am” majority-owned entities in which the

C\}mp(~lnyhas at least a 20 percent interest are reported on the equity
basis. AU significant intercompany accounts and transactions have

been e]kinated in consolidation. The preparation of financial
sta:temtmti requires the use of intimates by management which fiect

the amounts reflected it-ithe financial statements. Actual resuks could
d~+er from those estimates. Accounrs that the Company deems to be

sensitive to changes in estimates include fi.tture p(]li~ benefits and
pc,licy and contract claims, de~erred acquisition cost_s,and investment

and cleferred tax valuation allowances.–,

The signific~t accounting policies of the Cc)rnpany areas follows

Recob%lit;onofRevenue
Fc~r traditional life policies, incIudlng particip~ting businesses,

premiqms are recognized when dt~e, less allowances for =timated

uncollectible balances. For limited payment contracts, net premiums

are recorded as revenue, and the difference between the gross premium
mtd tbe net premium is deferred and recognized in income in a
cc,nstant relationship to insurance in force over the estimated policy life.

For universal Itie and annuity products, contract charges for mortali~,

surrender, “Md expense, other than front-end expense chargw, are

repo]~~das income when charged to policyholders’ accounts.

29—
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GEN*RICA CORPOM.~ON ANDSUBSIDIARIES

other income represents the fees ~generated from the Comparl~s
non-insurance operations, primarily service and contract fees relating

to concessions, asset management, system development, and third-

party administration. Amounts are recognized when earned. ~.”

. . .
InvestedAssets
Fiiecl ma~ities and equity securities: AII of the. Compa]ly’s

securities are classified as available-for-sale. Fixed maturities avail~ble-
for-sale are reported at f;tir value and are so classfied based on the

possibility that such securities could be sold prior to maturity if that
action enables TheCompany to execute its invesuent philosophy and

appropriately match investment results to operating and liquidity
needs. Equity securities are carried at ftir value.

Realized gains or losses on the sale of securities are determined on the

basis of speci]ic identification. Unrealized gains and losses are
recorded, net of related income tax effects, in accurmdated other

comprehensive income, a separate component of stockholder eql~ity.
.—

Mortgage loans: Mortgage loans on real estate are stated at’ ~
unpaid principal balance, net of unamortized discounts, ‘and

valuation allowances for possible impairment in value. ‘The
Comp~ny discontinues the accrual of interest on mortgage loans

which are more than 90 days delinquent. Interest receivecl. on
nonaccrual mortgage loans is generally reported as interest income.

Policy loans, rd ~te and other investid asse~ Policy loans are

carried at an unpaid principal balance and are generally secured by l~he
cash surrender value of the underlying contracts. Investment real estate

which the Company intends to hold for the production of income is

carried at depreciated cost, net of writedowni for orher than tempc}rary

declines in fir value and encumbrances. Properties held for’ sale

(primarily acquired through foreclosure) are carried at the lower of

depreciated cost (fair value at foreclosure plus capital additions less
accumulated depreciation and encumbrances) or fair va.h~e.

Adjustments to carrying value of properties held for sale are reco:rd.ed
in a valuation reservewhen the ftir value is below depreciated cost. The

accurrudated depreciation and encumbrances on real,estate arnou~ted
to $52.4 mfllon and $47.0 milIion at December 31, 1998 and 1997,

respectively. Direct valuation allowances amounted to $7.3 million
and $6.7 million atDecernbe.r31, 1.998 and 1997, respectively. Other
invested assets are principfly recorded at Ltir value.

Short-term hvestmenis: Short-term investments, consisting
primarily of money market instruments “and other debt issues

purchased with an original maturity of less than a year, are carried
at amortized cost, which approximates fair value.

Invested asset impairment and valuation allowances: Invested
assets are considered impaired when the Company determines that

collection of all amounts due under the contractual terms is
doubtfid. The Company adjusts invested assets to their estimated.—
net realizable value at the point at which it determines m
impairment is other than temporary. Irl addition, the company

has established valuation allowances for mortgage loans and .orh,er

‘ invested assets. Valuation allowances Gor other fi”an temporary
impairments in value are netted against the asset categories to
which they apply. Additions to valuation allowances are included

in realized gains and losses.
-., ..,.,

30— ;.,

.,

“The “Company recognizes its proportionate share of the resultant
gains or losses on the issuance or repurchase of its subsidiaries’ stock

as a direct credit or charge to rerained ~arnings.

Ca.s~ and cash eqtivden~ For purposes of reporting cash flows,

cuh and cash equivalents represent cash, demand deposits, and
highly liquid short-term investments, which include U.S. Treasury

bills, commercial paper, and repurchase agreements with original or
remaining maturities of 90 days or less when purchased.

hzi~estmentIncome

Fixed maturity premium and discounts are amortized into income
using the scientific yield method over the term of the security.

Amortization of the “premium or discount on mortgage-backed
securities is recognized using a scientific yield method which

considers the estimated timing and a.moum of prepayments of
underlying mortgage loans. Actual prepayment experience is

periodically reviewed and effective yields are adjusted when
differences arise between the prepayments originally anticipated

and the actual prepayments received and those prepayments
curren~ly anticipated. When such differences occur, the ner
investment in the mortgage-backed securi~ is adjusted to the
amount that would have existed had the new effective yield been

applied since the acquisition o! the security with a corresponding
charge or credit to interest income (the “retrospective method”).

Ibliq and Contract Li~bilities
For traditional l~e insurance policies, fiture policy benefits are
computed using a net level premium method taking into account

actuarial assumptions as to mortality, persisten~, and interest

estilblished at policy issue. Assumptions established at policy iwue as

to mortality and “persistencyare based otI industry standards and the

Co,mpany’s historical experience which, together with interest and

~~pense assumptions, provide a margin for adverse deviation. Interest
rate assumptions generally range from 2,5 percent to 11.0 percent.

Wlen the liabilities for kture policy benefits plus the present vahre of
.e~spected future gross premiums are insufflcient to provide for

e][pected’policy benefits and expenses, unrecoverable deferred policy
acquisition costs are written off and theretier a premium deficiency

reserve is established through a charge to earnin~s.

For participating policies, future policy benefits are computed

using a net level premium method based on the guaranteed cash
value basis for mortality and interest. Mortalitv rates are sinlilar to

those used for statutory valuation purposes. In~erest rates generally

rmge fi”om 2.5. percent to 6.o percent. Di\idend liabilities are

established when earned.

Policyholder account balances for universal life ~nd annuity policies
are equal to the poIiqholder account value before deduction of any

surrender charges. The policyholder account vahte represents an
accumulation of gross premium payments plus credited interest less

expense, mortdi~” charges, and withdrawals. These expense
charges are recognized in income as earned.
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The range of weighted average interest, crediting rates used by the

Company’s life insurance subsidiaries were as follows:
—-==== ——.-.----=~..=.=.=.-.==.- . ~@z .
s_-.i:=.~ ._:.’‘ : ,l-.}!~?- -. 1996,,.—... ,,., .. ,a=... L”.‘-.. ... . :.. .....
Universa[ life 5.25-7.1O”IO 6.0tl-7.lt)% 6.00-7.56”/0
Annuities 4.00-9.20”/. _ 5,70.-9 .30% ..5.70-13 .00%

—. —.-

Accident and health benefits for active lives are Aculated using t]le

net level prtmium method and assure [otions as to future morbidity,

withdrawals, and interest, which provide 2Lmargin for adverse

deviation. Benefit liabilities for disabled lives. are calculated using
the present value of future benefits and experience assumptions for,

claim termination, expense, and interest which also provide a

margin for :~dversedeviation.

Poliq and (Iontract Ckrims
The Company establishes a liability for unpaid claims based on
estimates of the ultimate cost of claims incurred, which is

comprised of aggregate case basis estimates, average claim costs.for
reported claims, and estimates of incurred but not reported losses

based on past exp~:rience. Policy and contract claims include a

provision for both life and accident and health claims.

Management believes the liabilities for unpaid claims are adequate
to cover the tthima{e liabili~ however, due to the’ underlying risks”

and the high degree of uncertainty associated with the
determination of the liability for unpaid claims, the amounts which

will ultimately be paid to settle these liabilities cannot be precisely
determined and may vary from the estimated amount included in

the consoliciated balance sheets. .,

Deferred Po[iq Acquisition Costs
The costs of acquiring new business, wllicl] vary with and are

primarily related tcj the production of new and renewal business, _
have been deferred to the extent that such. costs are deemed

recoverable from future profitability of the underlying business.

Such costs include commissions, premium taxes, as well as certain

other costs of policy issuance and underwrite ng.

For limited payment and other nonparticipating traditional life
insurance policies, &e deferred policy acquisition costs are amortized,
with interest, in proportion to the ratio of the expected annual premium
revenue to the expected total premium revenue. Expected fiture

premium revenue is estimated util.iziig the same assumptions used for

computing liabilities for future policy benefits E)r these policies.

For participating life, insurance, universal life, and annuity type

contracts, the deferred policy acquisition costs are amortized ~ver a

period of not more than thirty years ill relation to the present value
of estimated gross profits arising from interest margin, COSt Qf

insurance, policy administration, and surrender charges.

The range of average rates of assumed interest used by thg
Company’s insurance subsidiaries in estimated gross margins were

as follows:
~~. -~,-=~.- -. ~ fl~--”--”’~ti - ““ , _“l~~->. .-.. -— -~. ,.. . –— .—..—.,, -?. – . .,. .A. .>-- -.. —

Participating liie 8.25% 8.17ala 8.7~10
Universat life 6.25-7.500!. : 6.25:7.79”!. .6:00 -8.200/,
Annuities 7.00-7.830/. 7.00 -7.8Li% 7.83”[.

The estimates of expected gross margins are evaluated regularly and

are revised if actual experience or other evidence indicates that
revision is appropriate. Upon re}tision, total amortization recorded.

!. ..- ,.,

to date is adjusted by a charge or credit to current earnings.

D~ferred policy acquisition” costs” are adjusted “for the impact on
estimated gross margins as if the net unreali~ed gains and losses on

securities had actually been realized.
. .

Rri;wum!nceand Other Conwtiit Deposits
In the xlormal course of business, the Company seeks to limit ics

~:posurlt to loss on any single insured by ceding rislts to other
instira.n(;e enterprisei or reinsurers under various types of contracts

including coinsurance and excess coverage. The Company’s
retention level per individual life ranges between $50 thousand and

$2.5million depending on the entity writing the policy.

The Company assumes and retrocedes financial reinsurance
con tracrs which represent low mortality rislc reinsurance treati~.

These contracts are reported as deposits and are included in other
contract deposits in the consolidated balance sheets. The amount of

revenue reported on these contracrs represents fees and the cost of
insuran$e under the terms of the reinsurance agreement.

,.. .,-. -- .

Reinsurance activities are accounted for consistent with terms of the
underlying “contracts. Premiums ceded to other companies have

been re{>orted as a reduction of premiums. Amountsapplicableto
reinsuranceceded for future policy benefits and claim liabilities

have been reported as assets for ~hese items, and ccjmmissions and
expense allowances received in connection with reinsurance ceded

have been accounted for in income as earned, Reinsurance does not

relieve the Company from its primary responsibility to meet claim
obligatii~ns. The Company evaluates the financial conditions of its

reinsurers annually.

~t~lerul Income Taxes
The ‘Company and certain of its U.S. subsidiaries file consolidated

federal income tax returns, Any acquired life insurance company is

not included in the consolidated return until the acquired company
has beel~ a member of the consolidated group for five years. Prior
to ~atisfying the five-year requirement, the subsidia~y files a separate

federal return. RGA Barbados, a subsidiary of RGA, and Missouri

Reinsurance (Barbados) Inc., a subsidiary of the Company also file
U.S. tax returns. The Company’s foreign subsidiaries are taxed

under applicable. local statutes. No.cleferred tax liabilities have been
recognized for the foreign subsidiaries per Accounting Principles

Board (APB) Opinion 23, Accounting for Income T~es - Special
Area.r. ‘rhe Company uses the”asset and liability method to record

deferrecl income t~xes.
. . .

Accordingly, deferred tax assets and liabilities are ~ecognized for the
future tax consequences attributable to differences between the

financial statement carrying amounts of existing assets and

Iiabiliti(:s and their respective taz bases, using enacted tax rates,
expecte,d to apply to taxable income in the years in which those

tempora~differences are expected to be recovered or settled.

~q}ant~l?Account Bz~sinesx

.The assets and.liabilities of the separate account represent segregated
ti[ds administered and invested by the Company for purposes of
“fundllls variable life insurance and annuity cclntracts for the exclusive

benefit of the contractholders.

,.
,.—. ,
l-”
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The Company chtiges the s.eparareaccount for cost of insurance and

administrative expense associated with a contract and charges r~~lated
to early withdrawals by contractholders. The. assets and liabilities of
the separate account are carried at fair value,. The. Company’s

participation in the separate account (seed money) is carried a.t fair
value in the st:parate account, arid amounted to.$ 19.9 million and
$6.2 million at December 31, 1998.and 1997, respectively,

,--

Fair J’blue of Financial lnstrumerlts
i.

Fair value estimates are made at a specific point in time, based. on

relevant market information md inforination about. the finan ci~l.
instrument. These estimates do not reflect any premiuin or

discount d~at could result from offering for sale at one time the
Company’s entire holdings of a particular financial instrument.

Although fair value estimates are calculated using assumption!] that
management believes are appropriate, changes in assumptions

could significantly affect tlie estin;ates and such estimates sho~,l(i be
used with cart;. The following assumptions were used to estimate

the fair value of each class of financial instrulnent for which ir was
practicable to wtimate fair value ._ ~..

“–

Investment securiti-: F~ed maturities“’se valued using qu(]ted

marketprices, if available. For securities not actively. traded.. fair

vahres are estimated using values obtained from independent p]ticing

services or in he case of private placements are estimated by
discounting expected future cash flows using a current market rate

applicable to rhe yield, credit quality, ancl maturity of investments.
The fair values of equity securities are based on quoted market ptices.

Mortgage Ioas: The fair values of mortgage loans are ~timated

using discounted cash flow analyses :md interest rates. cur~et?~ly
being offered for similar loans to borrowers with similar .!:redit

rating:;. Lores with similar characteristics are aggregatel~. for

purposes of tile calculations..
.

,.

Policy loans: The fair value of policy loans approximates the

carrying value. The majority of these Ioms are indexed, with a,yiel~

tied to a.stated return.

Policyholder account balances on iuvestient type con~ralcts:
Fair values for the Company’s liabilities under investment-rype

contrs.cts are estimated using discounted cash flow calculations

based on interest rates currently being offered for similar contmcts
with maturities consistent with those remaining ‘for the contracts
being valued. For contracts with no defined maturity dats, the

carryi]lg value approximates fair value. ;---
;’. :

Separate accomt assets and liabilit;.es: The separate account
assets and liabilities ar~ carried at ftir value as determined. by the

market value of the underlying segregated invest_rnent:.
,,—

Short-term invatmenm ad cash md cash equivalents: The
carrying amount approximates fair value.

hngterm debt and.notespayable: The fair value of Iong-terrtl-clebt

and notes payable is esrimatcd using discounted cash flow calcr.d:~rions
based on inte~at rates currently being offered for similar instruments.

,.

. .

-. ... . . ,..

...- .“.
,. .<.

l<cfer to Note 3 for additional information on fair value of financial.
instruments.

Rec[assz>catiow
Tile Company has reclassified the presentation of certain prior
period information to conform to the 1998 presentation.

(~)I.nvestmen@

Fixed Maturities and Equiy Securities
‘rhe ~ortized cost and estimated fair value of fixed nlaturities md

equity securities at December 31, 19})8 and 1997 are as follows

(irl thousands):
.a~g~-...-*. * —-~.=,~.-.T.=*-.-==Y-;Y;Y --–-=-= n --= ..-.-...-.
~~!y-.+:.~~==.-... __ ._..=._,,._=. .=>- ...=..., >=-,..-L,_: , .-. :: 5Q*

Gross Gross””“- Estirnated-
Amortized Unrealized Unrealized Fair

cost Gains Losses Va[ue
“ -,

Avz!i[ab(e-for-sa le:
11. S. Treasury securities
Governrnent agency

ob-ligations,
Corporate securities -;
l!ortgage-backed securities
Asset-backed securities

Total fixed maturities
avai la b[e-for-sale

Equitv securities

-$ 20,708 424 21,132

1;162,502 122,687 (11,176) 1,274,013
7,000,355 381,458 (164,578) 7,217,235
1,845,123 34,242 (38,568) 1,840.797

868,781 13,093 (4,186) 877,688

$ i0,897,469 551,904 (218,508) 11,230,865

$ 29,246 9,509 38,755
——..

Amortized Unrealized Unrealized Fair
cost Gains Losses Va[ue

Avai!able-for-sal&
[J. S. Treascry securities $ 48,074 1,125 (27) 49,172
Government agency

obligations 378,002 84,425 (1,281) 461,146
“io~orate securities “ 5,551,699 320,549 (45,790) ““ 5,82C458
Iiortgage-backed securities 2,574,648 45,459 (17,832) 2,602,275
~isset-baiked” securities 270,728 3,386 (626) 273.488

- -—

Total fixed maturities
avai lab le-fo r-sa le $ 8,823,151 454:944 (65,556) 9,212,539. . . . ————

Eqljity securities -“ $ 23,558 653 - 24,2’11

The Company manages its credit risk associated with f~ed maturities
by diversifying its pcIMolio. At December 31,1998, the Company held

nc)corporate debt securities or foreign government debt securities of a
single issuer which had a Gwrying value in excess .of ten percent of

stockholder equi~.

:The amortized cost and estimated fair value of fixed maturity
investments” at December 31, 1998 are shown by contractual

maturity for all securities except, lJ.S. Government agencies
mortgage-backed securities. which are distributed by maturity

year based on the Company’s estimate of the rate of future
prepayments of pfincipd over the remaining lives of the securities

~ll”thousartds). ‘Thes~ estimates are cleveloped using prep~yment

speeds provided in broker consensus data. Such estimates are

d(~rivedfr~m prepayment speed experience at the interest rate levels
projected for the applicable underlying collateral and can be
expected to vary from actual experience.



Expected maturities may differ from contractual ‘maturities because

borrowers may have the right to call or pre]?ay obligations with or

without call or prepayment penalties.

Estimated

Amortized Fair
cost Vitue

Due in one year or less
,.

$ 211,928 21i,986
Due after one year through five years 1,847,659 l,875,b15
Due after five years through ten years’ 2,629;976 2,678,770”
Due after ten years through twenty years 4,362,783 .4,623,898
Mortgage-backed securities 1,845,123 1,840,796

Total $ 10,8’97,469 .- - 11;230,865

The sources of net ilivestment income follow (in thousands):
~--:~-’=’’=-a’-’ “:’:=? ’?~:’’:!’”’”’”’”””’”:-._,,: ~ggwr. 3UFa= - -

..—..,Lm_7YTY’”TG7E
Fixed maturities i 750,675- -. 565.258 - K64.512
Mortgage [oans

—,_——
188;775 i94;504 171.T8:t

Real estate 25,682 34,164 39,062
Equity securities 1,285 : “1;317 ‘- 755
Poticy loans 152,247 148,316 133;51:[
Short-term investments 23,677 17,605 13,979
Other .18,938—- 33,943 9,705

Investment re\,enue 1,161,279 -975:107 ‘“ -- 833,305
Investment expenses (17,726) (25,010) (26,422~

Net investment income $ 1,143,553- ....950.097 B06,881
., .

Net r~a[ized gains (losses) from sales of investments consist of the
foilowing (in-thousands):

Fixed maturities:
Rea[ized gains $ 19,104 23,969 27,928
Realized losses (13,982) (16,796) (10,398;,

Equity securities:
Realized gains 1,985 1,835 6,146
Realized losses (164) (1,457) (288!

Other investments, net 6,775 ‘2(S,987. i,l4j-

Net realized investment gains $ 13,718 28,538 24,531

Included in net realized losses are permanent write-downs of

approximately $5.5 million ancl $4.8 milfion during 1998 anc[
1997, respectively. .

A summary of the components of the net unrealized appreciation

(depreciation) on invested assets carried at fair value is as follow,;’
(in thousands):
TgF-’ ‘-<”“:=-?’‘“- “-’-Tic#g”
~nrealiz[d appreciation (depreciation):

. . . .. . . . . . . . -..—<- ,.,,, .- . . .

Fixed maturities availab[e.for-sale $ .333,396 389,388
Equity securities & short-term investments ..3,561 658
Derivatives (5,261)- _- 888,;

Effect of unrealized appreciation (depreciation) on:
Oeferred poliy acquisition costs (155,713) ~142,187)
Present value of future profits -(473) (2,901)

Oeferred income taxes (6g,619)
Other

(92,172)
(2,928) 139

Minority interest, net of taxes (19,561) (24,341)

Net unrealized appreciation $ 89.402 129.472 “-

The Company has securities on deposit with various state insuranc~

departments and regtdatory authorities with an amortized cost of
approximately $545.7 million and $346.6 million at December 31,

1998 and 1997, respectively

!’””””. “;-”
:.

.iWorzg,:zgeLoans

The Company originates mortgage loans on income-producing

propl~rties, such as apartments, retail and. office buildings, light
warehcluses, and light industrial facilities. Loan to value ratios at
the time of loan approval are 75 percent or less. The Company

n-tinimizes risk through _a thorough credit appr,]val process and
throtlgh geographic and property type diversification.

The Company’s mortgage loans were distributed as follows

(,in thousands):”-
m==l--w~-—”--”’” ==—_.-. —.-. . . .
.=--. !%+-=--. =.s, >-.-.=-=__>s:m-~ll~::::_T s. . .:.._ ..:- .=lg~~.“5

Carrying Percent of Carying Percent of
Value—. Total Value Total

Arijrona $“ 167,628 7.1 7; 156,453 7.2 %
California 395,329 16.6 35t3,443 16.5
Col,;iado “228,096 9.6 228,797 10.5 :
Fbrida - 171,608 7.2 153,174 7.0
Georgia 176,090 7.4 131,861 6.1
Illinois 162,168 6.8 155,184 7.1

- Maryland 102,915 4.3 104,567 4.8
hiissouri 93,528 3.9 100,815 4.6
Tex,ss .197,375 8.3 191,619 8.8
.Wasthirrgton 99,6’3.5 .4.2 84,140 3.9
Other 581,717. . 24.6 513,213 23.5

Subtotal 2,376,069 10~0 ’10 2,178,266 100.0 “L
Valuatir)n,reserve (38,527) (38,004)

~otal $ 2,337,542 2,140,262
-nl.—.—

e-~.:ss 5%:=:-2X=. .=.,:~.——-. . . !m... ..-s. ,., _~....~-~_. ==~~y77?- ‘y : ‘“:” -’ ‘195r “
., ..--=— ..—-. . .. ... .— _____ . ..:

Caryng Percent of Car~rrg Percent of
. Value Total Value Total

Prol]erty type:
Apartln,:nt
Retail
OfficI? I:lui[ding”
Industria[
Other commercia[

Subtotal -..
Palliation reserve -:

$ 77,069 3.2 ‘ye 101,038 4.6 %
8?2,205 ‘36,7 903,438 41.5
747,824 31.5 622,185 28.6
422,553 17.8 445,253 20.4
256,418 10.8 106,352 4.9

2,376,069 100.0. % 2,178.266 1“00.0 %
(38,527j (38,004)

Total $ 2.337,542 2,140.262

An im]]aired loan is measured at, the present value of expected
future cash flows or, alternatively the observable rn=ket price or the

fair val~le of the collateral.

h~origa,ge. loans which have been non-income ploducing for the
preceding twelve months were $20.1 million and $8.7 million at

December 31, 1998 and 1997,” respectively. At December 31, 1998
and. 1997, the recorded investment in mortgage loans that were

considered impaired was ,$100.7 million ~d $119.7 million,
reipectit~ely, with reIated allow&ces for credit losses of $12.6

rni]lion, and $12.7 million, respectively. The average recorded
investment in impaired loans during 1998 and 1997 was $110.2

mil[lion and $ 10S. I million, respectively.

For tht years ended Dece~nber 31, 1998, 1997, and 1996, the
Compa’ny recognized $6.9 million, $9.7 million, and $6.6 million,

respectively, of interest income on those impaired loans, which
included $T.O million, $9.9 million, and $6.7 million, respectively,

of intel:est income recognized using the cash basis method of

income recognition.

,. -,.
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The Company has outstanding mortgage loan commitments ti of

December 31, 1998 totdlng $429..5 million.
,.

SecuritiesLending
The Company participates in a securities lending program. The

,.

amount on loan at December 31, 1998 was $122.5 million and was

appropriately collateralized.
,- .

Derivafi’ves

The Company has a variety of reasons to use derivative instrurnents~

such as to attempt to protect the Company against possible chan,ges

in the market vahte of its portfolio as a result of interest rate changes
and to manage the portfcjlio’s effective yield, maturi~, and

duration. The Company does- not invesr in derivatives , for

speculative purposes. LTpon dimposition, a realized gain or IOSSis
recognized accordingly, except when exercising an option coneract

or t~lng delivery of a security underlying a futures contract. In

these instances, the recognition of gain or 10SSis postponed until ~:he
disposal of the security underlying the option of fitures contrac]:.

Summarized beIow are the speci~c types of derivative instrume~rrts
:., .

used by the Company ,’

Interest rate swaps: The Company manages interest rate risk on
certain contracts, primarily through the utilization of interest r~te,

swaps. Under interest rate swaps, the Company agrees with-
counterparties to, exchange, at specified intervals, the. payme]~ts

between floating and fixed-rate interest amounts calculated by
reference to notional amounts. Net interest payments are
recognized within net investment income in the consolidated

statements of operations. .

At December 31, 1998, the Company had 35 outstanding intecsst.
rate swap agreements which expire at various dates through 20;!5.

Under 15 of the agreements, th.c Company receives a fixed rate
ranging from 5.79 percent to 7.57 percent on a notional amount of

$80.5 million and paysa floatingratebasedon LondonInterbank
Offered Rate (1.IBOR). Under 19 outsttiding interest rate swap
agreements, the Company receives a floating rate based on LIB,CIR
on a notional amount of $116.0 million and pays a fixed rate

ranging from 3.13 percent to 8.56 percent. On the remaining s~lp

agreement, &e Company receives a floating rate based on LIBC)R

on a notional amount of $5 million and pays a floating rate based
on LIEOR. The estimated ftir value of the agreements at

December 31, 1998 was a net loss of approximately $4.7 millic,n,
which is recognized in accumulated other comprehensive income.

At December 31, 1997, the Company had 30 outstanding inter{:st

rate swap agreements which expire at various dates through 202,5:
Under 13 of the agreements, the Company receives a freed rate

ranging from 5.98 percent to 7.51 percent on a notional amount of

$68.6 million and pays a floating rate based on LIBOR. Under the
remaining 17 outstanding interest rate swap agreements, the
Company receives -a floating rate based on LIBOR on a notiorlaI

amount of $93 million and pays a frxed rate ranging fro”m C;.750
percent to 8.56 percent. The estimated fair value of the agreements

was a net loss of approximately $2.5 million, which is not
recognized in accumulated other comprehensive income. ,

,.

,’ -

,—. . . .
,. . . . . ...

,.

Cilrrency swaps tid cross currency swaps: Under foreign
currency swaps, the Company agrees with other parties to exchange
at ipecified intervals, the difference between two currencies on an
e~chtige rate basis the interest amounts calculated by reference to

an agreed notional principal amount. Under cross currency swaps,

the Company swaps the difference bt:tween two currencies and
between floating and fixed-rate interest amounts cdctdated by

refi:rence to notional amounts. The Company uses this technique
for foreign denominated assets to match dollar denominated

liat~ilities of various f~ed income products. Net interest payments

are recognized within ;let investment income in the consolidated

statement of operations.

~l; Company had one outsv~rtdingcurrency sw~p agreement and five
outstanding cross currency swaps at December 31, 1998 and 1997,

res~)ectively,which expire at various dates through 2016. The notiomd

amount was $34.2 million and $34.3 million, respectively. The 1998

estimated fair value of the agreements was a net loss of $5.5 million
and. is recognized in accumLdated other comprehensive income and

he, 1997 net loss of.. $1.3 million is not recognized in accumdated
other comprehensive income.

Tortalreturn swap: The Company uses the total return swap to
construct a structured product that resembles an equity linked note.

Thl~ total return swap is used to obtain the equity participation,
The Comp&y agrees “withother parties to pay zt specified intervals,

floating-rate interest amounts calculated by reference to an agreed
notional principal ‘mount. In return tkle company receives equity

participation, which is cdculated by reference to an agreed equity

market index and a notional principal amount. If the amount is

positive at the termination date, the Company receives such

amount. If the amount is negative at the termination date, the
Company paysout such amount to the counterpart.

At December 31, 1998, the Company had one outstanding total
rettun swa~ which expires in 2028. ‘The notional amount was

$ li.O millionand the estimatedfairvalueof the agreementwasa
net profit of $1.9 million, which is recognized in accumulated other

comprehensive income, At December31, 1997, the Compzny held
no return swap agreements.

Fnturea:A futures contract is an agreem,:nt involving the delivery of

a p:lrticLllar ~set on a specified future date at an agreed upon price.
The Company generally invests in futures on U.S. Treasury Bonds,

U.S. Treasury Notes,”ancl the S&P 500 Index and typically closes the
con tract prior to the delivery date. These contracts tie generally used

to nnmage the portfolio’s effective maturity and duration. The 1998
unre~ized @_n was recognized in accumulated other comprehensive

income and the’ 1997 unrealized loss was not recognized in
accurndated orher comprehensive incomf:.

Futures contracts outstanding as of December31, 1998 and 1997

w~re m follows (in tho~ands):
NetSold Notional. Fair Unrealized

Position Amount VaLue Gain (Loss)

December 31, 1998 (259) $ 33,117 $ 32,923 $ 194
December 31, 1997 (510)’ 51,000 60,940 (907)

-., . . . ..—
,, .
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Call options: Currently,the Company buysboth exchange-traded
and over-the-counteroptions based.on the S&P 500 Index to

support equity indexed annuity contracts. An equity indexed
annuity is a product under which cent ractholders receive a

minimum guaranteed value and also participate in stock market
appreciatio]l. Options are marked tc) market value quarterly. The

change in value is }:eflected in investment income to assure proper
matching of the hedge to changes in che liabili~. At December31,
1998 and 1997, the amounts involved were not material.

The C[)mpany is a reinsurer to the life ancl health industry. The

efl:ct of reinsurance on premiums and other considerations is as
follows (in thousands):

Assumed 1,422,262 996,861 827,171
Ced!?d (390,939) (348,861) (301,283)

Net insurance premiums
and other considerations $ .2,284,732 1,768,169 1,623,228

—-.,— ——.—Put optio~l: The Company uses a put option to construct a

structured product that resembles an equi~ linked note. A put
option is used to hedge equity exposure that is associated with the
total return swap. The put option helps ,protect the downside

exposure. A lump sum payment is made at the outset. The;

notional amount of the pLIt is based on the notional amount
associated wifi the total return swap: The termination date for the

put option is set to match the termination date of the.total return

swap. At December 31, 1998 and 1997, ihe amounts involved
were not material.

Reinsu~ance “assumed represented approximately $313.7 billion,

$212.5 billion, and .$160.0 billion, of insurance in force at
December 31, 1998, 199?,-and 1996, respectively, The amount of

ceded i~lsurance in force, including retrocession, was $31.4 billion,

$50.4 lbillion, and $53.2 billion, for 1998, 1997, and 1996,
respectively.

(5;)Federal Income T&es

I]lcomc tax expense (benefit) attributable to income from
opt~rati(}ns consists of the following (in thousands):

The Company is (exposed to credit related risk in ~e event of
nonperformance by counterparties to finar~cial instruments but

does not expect any counterparties to fail to rneet.their obligations.
Where appropriate, master netting agreements are arranged and

collateral is obtained in the form of rights to securities to lower the

Company’s exposure to credit risk. It is the Company’s policy to

deal only with high[y rated companies. AtDct.cember31, 1998 and
1997, there were not any significant concentrations with

counterparties.

DeFerred irlcome tax expense
(benefit) 19,939 (118) 13,992

,.
Provision Ior income taxes ‘$ 57.372 67,193 59,894

Income tax expense attribuvAble to income from operations differed

frolm the amounts computed by applying the U.S. federal income

tax rate of 35 percent to pre-tax income as a result of the following

(3) Fairl~due of Financial In,stium(;nts (in Lhottsands):
Ea*=p.:*&.=:. > >L+.+...:A:A. --:fig~- “--- - fgg7” ‘---”
q*._+q:g+ 1996:~.+. i.>- ...—.- .. . .. .. .... .-... _-—. .._ .— . . , . ___ ._ . .=
Computed “expected” tax expense $ 72,499 66,292 57,055
Increase (<iecrease) in income tax

resu[tilla from:

The following table. presents the carrying amounts and
estimated fair values of the Company’s financial instruments at
December .31, 1998 and 1997. SFAS 107, Disclosures about the

Fair Value of Financial I~lstruments, defines fair value of a

.
Surp[us tax (benefit) on mutual life

insurance companies (7,505) 5,325 4,777
Foreign tax rtie in excess

of U.S. tax rite 752 556 941
Tax prc:ferred investment

income (10,971) (6,583) (7,318)
State tax net of federal ‘benefit 1,845 748 971
Corpomte owned life insurance (3,574)
Foreigrl tax credit (1,297) (594;
Goodwill amoti”zation 2,357 956 895
Ilifference in book vs. tax.

financial instrument as the amount at which the instrument .”

could be exchanged in a current transaction between willing
parties (in thous~nds):

Carrying Fair Car~”ng Fair
Va[ue Va[ue Va[ue Value basis in domestic subsidiaries 2,711 2,166 2,230

flther, net 555 (1,673) 343
..-$” ,.

. . .Assets:
fixed maturities
Mortgage loans
Policy loans
Short-term investments
Other invested assets
Separate account assets

Liabilities:
Poliqholder account

batances relating to
investment contracts

Long-term debt and
notes payabie

Separate account
liabilities

,.. .
1-1,230,865 9,212,539 9,212.539 “

2,472,485 2,140,262 2,333’,895-
2,151,028 2,073,152. 2,073,152

200,371 194,610 194,610
457,64<- 243,921 243,921

5,287,456 = 4;118,860 4,118,860 -

$ 11,230,865
2,337,542
2,151,028

200,371
-457,645
5,287,456

Proyision for income taxes $ 57,372 67,193 59,894
—.,— - —c

Total income taxes were allocated as follows:

Into me tax from stockholder equi_ty:

Unrealized investment gain or loss
recognized for financial
reporting purposes (22,528) 56,315 (24,612)

Forefgn currency translation (9,370) (12,122)
Ott~er (1,439) (437) (l,023j

$ 6,675,466

216,318

6;781,053 6,696,690 6,608,068

260,770 .214,477 240,908’- “ -

5,267,553 5,267,553 4,112,666 4,112,666
Total income tax $ 24,035 110,949 34,259

--.1
Capital securities $ 125,000 ‘155,007 125,000 ‘- 147,154”

.—.—

–,
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The tax e~ectx of temporary differences that give rise to significtit

portions of deferied tax assets and liabilities at December 31, 1998
and 1997 are presented. below (in Aousands):

Deferred tax assefi:
Reselve for futllre poiicy benefi~
Deferred acquisition costs capitalized

for tax
Difference in basis of post retirement

belnefits
Net operating loss
Other, net

$ :;151132 ii;9,496

i28.830 1:10,418

7,773 6,911
49,719 40.915

129,494 134,,260
..—

Gross defemed tax assets 466,948 4~}2,.000
Less va~uation a[~owance 1,56~ 1,150

.—

Total deferred tax tissets after
valuation allowance $ 465.399 44.0.850

Unrealized gain on fnvestmenti $, 96,785 12~,3i3

Oeferred acquisition costs capitalized
for financia[ reporting 275,689 ..282,714

Other, net -168,879 121,258
. ..—

Total deferred tax liabilities 541,353 528,335

Net deferred tax liability $ “75,954 87,1%5
.—. ..,—

The Company has not recognized a deferred tax liability for he
undistributed earnings of its wholly owned foreign subsidla~ies

because the Company currently does not mpect those unremitted

earnings to become taxable to the Company in the foreseeable fi~ture.
This is because the unremitted earnings will not be repatriated in the
for=eeable fi.ttl~re,or because those unremitted earnings that maybe

repatriated will not be wable through the application of tax planlning
strategies that management would utilize. .—

As of December 31, 1998 and 1997, the Company has provided for
a 100 percent valuation allowance @nst the deferred. tax asset
related to tile net operating losses of, the Company’s foreign

subsidiaries; including RGA’s Australian, hgentine, and lJK
subsidiaries and NaviSys’ Mexican subsidiary. The Company has

provided for a 50 percent valuation allowance against the deferred ta~

asset related tcl International Underwriting Services’ net operating

losses which were incurred in separate reruri limitation year;. Basea

on income projections for futuie years, a 50 percent valuation

allowance is appropriate. Management believes that it is more likely

than not that results of future operation5 will generate suficisnt
taxable income to realize the remaining deferred tax assets.

‘..’

At December 31, 1998, the Company had capital loss
carryforwards of $.2 million. During 1998, 1997, and 1996 the

Company paid income taxes tot&Ing approximately $59.6 million,

$70.8 million, and $20.7 million, respectively. At December ~}1,
1998, the Company’s subsidiaries had recognized deferred tax assets

associated with net operating loss carryforwards of approximately
$131.8 million. The net operating loss and “capital Ioss=-are
expected to be utilized during the period allowed for carryforwar,ds.

,,.

.,.

,,.

((i) Deferred Policy Acquisition Costs

A summary of the policy acquisition costs dtferred and amortized

Balance at beginning of year $ 6<)5,253 652,251 526,939
Transfer of present vatue of future profits 19,279
Prior year adjustment due to change

in resem’ng methods (225)
PoUcy acquisition costs defetied 335,398 267,008 206,790
Pohcy acquisition costs amortized (280,061) (211,979) (182,038)
Interest credited 39,421 40,843 38,944
Deferred policy acquisition COSE re[ating

to change in unrealized (gain) Loss on
i nvestmenti available for sale (13,525) (72,149) 61,616

.-

Bal:~nce at end of year $ 776,261 695,253 652,251
UH, .—..C

(7) Associate Benefit Plans a.nclPostretirement
Bt:nefits

Tl].e Company has a defined benefit plan covering substantially all

associates. The benefits. are based on years of service- and each
associate’s compensation level. The Company’s kndlng poli~~ is to

contribute annuajly the maximum amount deductible for federal

income tax purposes. Contributions provide for benefits attributed
to service to date and for those expected to be earned in the fi,tture.

The Company also has several non-qualified, defined benefit, and
defined contribution plans for directors and management

associates. The plans are unfinded and are deductible for federal
income tw purposes when the benefits are paid,

, h .

In addition to pension benefits, the Company provides certain

health care and life insurance benefits for retired employees.
Substantially all employees may become eligible for these

benefits if they reach retirement age while working for the

Company. Alternatively, retirees may elect certain prepaid

health care benefit plans.

The Company uses the accrual method to account for the costs of
its retiree plans and amortizes its transition obligation for retirem

and fully eligible or vested employees over. 20 years. The

unamortized transition obligation was $14,4 million and $16.8
mfilion at December 31, 1998 and 1997, respectively.

Tht: Board of Directors has adopted an associate incentive plan

applicable to M-time salaried associates with at least one year of
service. Contributions to the p.tan are determined annually by the
Board of Directors and me basecl upon salaries of eligible associates.
FLdJ. vesting occurs &er five years of continuous service. The

Company’s contribution to the plan was $10.4 million, $10,4

million, and $8.8 million for 1998, 199T, and 199G respectively.

..-. .,
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The following tables summarize che Company’s associate benefit

plans and postretirement benefits (in thous~~ds):
. .

Pension t3erzefi*
gg~:”-””’”=”””: :: ““ ‘-~ “: “:, ~ ,,&%_..z:.4,&g.*,-:= ,.==::==-. .. .2.3 :“ +.?- s-’ 4~w*-

Other Benefits
=-” .- -zElZ:: .::.: .;. ,1;+::.::.:...;;:<;,,.=+;:;;?.$9$$.. _ ‘:. 29E ._:- - ::-...;

Change in ben;fitobl~ati~~ ~”- ‘- “---
Benefit obligation at beginning of year

,.

$ 129,830 . 122,551 “$, 37,678
Service cost

., 41,518
5,775-, 5,9”15 1,705 ,

Interest cost
1,665

9,269 8,5!37
Pati’cipant contributions

2,898 2,488
,.-

(423j
216

Plan amendments
207

(547) (1<317)
Curtailments (1{045)

.—

Benefits paid -- (6;640~ (5,903)

Actuarial (gain) or loss
(1,438; (1,577;

11,282 2fi4 5,962 (6,623)
- —.—.

Benefit obligation at end of year 149,093 ‘129;8:11 45,704 37,678
—- -.——.,

Change in plan assets:
Fair va[ue of p[an assets at beginning of year 150,498 125,74.2 ,.

Actual return on p[an assets “ 29,183 29,04.3
Employer contributions 1,703 1,616.
Benefits paid (6,640] (5,9a\) ‘

----
Fair value of p[an assets at end of year $ 174,744 150,498

.— ——..,.
$-

.m—m*mmml— —,—

Funded status
Unrecognized actuana[ (gain) or LOSS
Unrecognized transition obligation
Unrecognized prior sem’ce cost

Net amount recognized at end of year

Amounts recognized in the statement of
financiat position consist ofi

Prepaid benefit cost
Accrued benefit liabi[ity
Intangible asset

$ 25,652 20,665 (45,704)3,192 ... .”’$ (37,678) (41,518)
-(14,455) (8,237) 9,826 (i,862)

298
(7,824)

1,098
(1,361)

1,396 14,404 16,766 17,884
(779) (2,185) (580)

— . -——- ,
io,716 11,3414 13,834 (33,162) (28,736) “(24,995)

. -——.,

. . ..

: 37,921 35,850 35,335
(32,208) (28,1[\3) (26,377) (33,162; (28,736j

869
(24,995j

.- 86[1 1.608
Accumulated other comprehensive loss 4,133 2,810 3,268

— .-—-,

Net amount recognized at end of year
..

10,715 -11,345 - 13,834 (33,162)
Other comprehensive loss (income) attributable to -

(28,736) (24,995)
-’——-;

change in additional minimum liabi[ity recognition $ .- 1,324 (458) (84)” $

Additional year-end information for pension
plans m’th accumulated benefit obligations

in excess of p[an assets:
Projected benefit obligation
Accumulated benefit obligation
Fair vab,e of plan assets

Components of net periodic benefit cost:
Service cost
Interest cost
5xpected return on plan asseti
Amortization of prior service cost
Amoti”zation of transitional obligation
Recognized actuarial (gain) or loss

. . ..—’

.-
.:

36,587 -32,219 .29,077 .“.
32,078 - .28,01,9 26,~41

81 41

.- -58775 - .5,915 - 5,421
9,269 8,597 8,047

- (13,261) . (11,108), vof4~;j
:::- ‘-(71j (51,)

98 “-298- ‘“ 338
432 455 491

1,705
2,898

.
1,045

.- ..: .!937.

37,378

1,665
2,488

1,118
(160)

Other Benefits
li$6

41,518

1,921
2,729

1,118

— .,- ——
Net periodic benefit cost . . $ 2,242 4,106 - 3,908 $ 5,648” 5,111 5,768

—- -——.
Additional loss recognized due to: . —.

Curtailment $ 91 . . .— . -_ $-
Settlement .- . . .192 . .

,.
Weighted-averoge assumptions as of Oecember 31: . .. . . .

Oiscount rate 6.75°1. 7.25”[0 7.25°f. 6.7 5% 7 .25% 7 .25%
Expected long-term rate of return on pbn assets .9.00% 9.00T0 9.2$%
Rate of compensation inuease (qualified plan) 4.200/. 4.20% 4.50”/,

.—,m-, ——..—.-., .— .——
,,. .

-——.;
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.

Assumed hdfi carecosttiend: For measurement purposes, a 7,5%
annual rate Oi:increase in the per capita cost of covered health care
benefit8 was assumed for 199.8. The rate miumed to de,iretie

gradwtlly to 5 YOfor 2000 and remain at that level theretier. ,:,.

Assumed health care cosr tcend rates have a significant effect on the

amounts reported for the health care pl~n. A one percentage point

change in assumed health care cost trend. rates would l~dve,the
following effects:

One Percentage One Percentage
Point Increase Point Decrease

—.—. - .—

Effect on total service and interest cast
components for 1.998 -. .::$ ‘-834 . ((A3)

Effect on end of year 1998
postretirement bf:nefit obligation $ 6,608 (5,;! 72)

—— . mm—

(8) Debt ..

The (Jompany’s long-term debt and notes payable consists c,f the

following (in millions):
,“,

Face~alueat
&e-in$]r3~

mi%!@I:---
,.A-—-...—-.

‘:: :’:---’:: -::--” ““iaT-:YElfufi@__ -. !9Y8 igkfi,.
Long-term debti

General American
.-

surplus note 7.625% JanuaW–2024 $ 107.0 ,;137.0
RGA senior note 7.250”/, APril 2006 100.0 100:0

Notes payab[e:
RGA Australia Hlclgs. 5.1800/.’ Apri[ 1999 8.9 ~ %8 .-

.—. .—

Total lona-term debt and notes oavable $ ‘215.9 2’14.8

The d.ifferencf: between the fice value of debt.and.the carrying v~ue
per the consolidated balance sheets is unamortized discount.

General American’s surplus note pays interest on January 1~ and

July 15 of each year. The note is not subject to redemption }~or
to marurity. l?ayment of principal and interest on the note mqt be

made only with the approval of the Missouri .Director of Insura]~ce.
.-

The F[GA serlior note pays interest semiannually on April 1, and
October 1. The ability of RGA to make debt principal and inttrest

payments as well as make dividend p:~yments to shareholders is
tdtinl~tely dependent on the earnings and surplus of its subsidiaries

and the investment earnings on the undeployed debt proceeds. The
transfer of finds from tile insurance subsidiaries to RGA is stlbject

to applicable insurance laws and regulations.

Principal repayments are due in April 1999 and are expected to be

renewed under the terms of the line of credit. This agreetnent

contains varic)us restrictive covenants which primarily pertain to
limitations on the quality ancl types of investments, miili.rn.itm

requirements of net worth, and minimum rating requirements:
!..,.-.

Interest paid on debt during 1:)98, 1997, and 1996 amounted to

$17.0 million, $20.0 million, ~~d $19.9 million, respectively.r

As of December 31, 1998, the Conipany was in compliance with
all covenants under its debt agr<:ements. T

,-

(9))Comprehensive Il~come

In June 1997, The Financial Accounting Stmdards Board issued

SFAS No. 130, Reporting Comprehensive Incolne, effective for years
beginning after December ] 5, 1997. SFAS 130 establishes
sr:mdards for reporting and display of comprehensive income but
dc,es not a.ffect.results of operations. Effective January 1, 1998, the

Company adopted SFAS 130. The components of conlprehensive -
in,:orne, other ~ha.n net income, are as fo~ows (in thous~ds):

B=-?’L:.-S:SZ{:2-;;G,’. %:;;:”.;::. ‘ .:’::.;::::” :33$:
.— .-+— ,--. —

Before-Tax Tax (2xpense) Net-of-Tax
AMOLlnt Benefit--, Amount~

Foreign currency translation
- adjustments $ (20,62.1) 7,200 (13,421)

Unrealized gains (losses) on securities:
l(n~eatizedholding gains (losses)

arising during period (56,267) 19,210 (37,057)

Less: Reclassification_’
adjustment for gains (Losses)
realized in net income 4,726 “ (1,713) 3,013

- ——

Net unrealized gains (losses) on securities (60,993) 20,923 (40,070)

Mirlimtim benefit liability : (335) (335)
-———

Total other comprehensive
(Loss) income $ [81,94.9) 28,123 [53.826)

~*=.%?.s~-.,.y .,+..: -, - . ----- ~lm:
,“. . . . . ~.

Before-Tax. . . . Tax (Expense),, Net-of-Tax
Amount Benefit Amount.-

Foreign currency translation
adjustments $ (14,254) 10,583 (3,671)

Unrealized gains (Losses) on securities:
Unrealized ho[ding gains (losses)

arising during period 133,449 (49,532) 83,917
. .

less: Reclassification
adjustment for gains (losses)

reatized in net inccmie 7<432 (2,620) 4,812
.

Net unrealized gains (tosses) on securities 126,017 (46,912) 79,105

Mirlimum benefit liability 877 877
-—

Total other comprehensive

(Loss) income $ 112,640 (36,329) 76,311

Foreign currency translation
adjustments -. $ (1,543) (1,543)

Unrealized gains ([osses) on securities:
Unrealized holding gains (losses)

arising during period (48,303) 16,081 (32,222)

Less Reclassification
adjustment for gains ([osses)
realized in net income 23,033 (8,167) 14,866

Net unrealized gains (lossej on securities” (71,336) 24,248 (47,088)

h!irimum benefit tiabitity (1,074) (1,074”
-—

Total d.ther. comprehensive
(loss) income $ (73,953) 24,248 (49,705)

-.
. . ..
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The following schedule reflects the change irL net accurntdated
other com]?rehensive (loss) income for the periods ending

December 31, 1998 and 1997 (in thousands):
Balance Current Ba~ance

As of Period As of
12/31/97 Change 12/31/98

—..—

Foreign currency adjustments $ (19,481) ~13,421) (32,902)
Unrealized gains (losses) on securities 129,672 (40,070) 89,402
Minimum benefi’: Liabi[ity (2,380) ““ (335) (2,715)

——

Tota[ accumu[at(:d other
comprehensive (loss) income $ 107,611 (53,826) 53,785

8ali]nce Current Balance
As of Period k of.

12/31/96 Change 12/31/97 ,
— —.

Foreign currency adjustments $ (15,810) (3,.671) (19,481)
Unrealized gains on securities 50,367 79,105 129,472
Minimum benefit liability (3,257) 877 (2,380)

Total accumulated other
comprehensive income $ 3i;300 ~ -76,311-” 107,611

(10) Company-obligated Mandatorily Redeemable

Capital Securities of Subsidiary Trust Holding Solely

Subordinated Debentures of tile Company

In June 1997, the Company issued $125.0 million of 8.525 percent
Capital Securities through a wholly-owned subsidiary trust,

GenArnerica Capital I (the Trust). The Cotipany has fully and
unconditionally guaranteed, on a subordinated basis, the obligation
of the Trust under the Capital Securities and is obligated to
mandatorily redeem the securities on June 30, 2027. The Company

may prepay the securities at anytime after June 30, 2007.

(11) Re~datory Matters

The Company’s insurance subsidiaries are subject to financial

statement filing requirements in their respective state of domicile, as

well as the states in which they transact business. Such financial

statements, ,generally referred to as statutory finmcial statements, are

prepared on; basis if accounting which varies in some respects from

GW. Statutory accounting practices include: (1) charging of
policy acquisition costs to income as i.ocurred; (2) establishment of

a liability for future policy benefits computed using required
valuation standards; (3) nonprovision of dej?erred federal income

taxes resulting frc}m temporary differences between financial
reporting and tax bases of assets and. liabilities; (4) recognition of:

statutory liabilities for asset impairmertrs and yield stabilization on’. .
fixed maturity dispositions prior to maturi~ with asset valuation

reserves bas~:don statutorily dete~rnined forn~ulas; and (5) .vahration
of investments in bonds at amortized cost.

Combined net income and policyholders’ surplus of the. Company’s

consolidated insurance subsidiaries, for the years ended and at,..
December 31, 1998, 1997, and 1996, as de~errnined in acco~dance ...

with statutory accounting practices, are as follows (in thousands):

Policyholders’ surplus 1,147,411 844.110 636,260
—————fi—

l, –,-

,..

Uncier ~.isk-B&ed Capital (RBC) requirements, General hlerican
and its insuratLce subsidiarie.s are required to measure their solvency

ag~lnst cervain parameters. As of December 31, 1998, the

Compaily’s insurance subsidiaries exceeded the established RB(;
minimums. In addition, the Company’s insurance subsidiaries

exc<:eded the minimum statutory capital and surplus requirements

of their respective states of domicile.

The Company’s insurai-sce subsidiaries are subject to limitations on

the payment of dividends to the Company. Generally, dividends
during any year may-not be paid without prior regulatory approval,

in f:xcess of he lessor of (and with respect to life and health

subsidiakes in Missouri, in excess of the greater of): (a) ten percent

of the’ irlsurance subsidiaries’ statutory SUrplLISas OFthe preceding
December 31 or (b) the insurance subsidiaries’ sratutory gain from

operations for the preceding year.

(12!) Pwticipating Policies anld Dividends to

Poliqholders -

Over 22.8 percent and 27.5 percent of the Company’s business in

force relates to participating policies as of D{:cember 31, 1998 and
1997, respectively. These participating policies allow the

policyholders t~ receive dividends based on actual interest, mortdiry,

and exp(mse experience for the related policim. These dividends are
distributed to the policyholders tiough an annual dividend, using

current dividend scales which are approved by the Boud of Directors.

(13) Contingent Liabilities
,.

The Colmpany was named as a defendant in a lawsuit that was filed
in 1996 in Arizona State Court. The lawsuit claimed benefits

under a disability policy and damages for bad faith termination of
such berlefits. In November 1998, the jury entered a verdict against

the Company, awarding the plaintiff approximately $59 million in
danlages, in~luding $58 million in ]?unitive damages. In January

1999, the Company filed a motion for judgment notwithstanding
the ve~~ict, amo~ion for a new trial, and a r<:quest for reduction of

the punitive d~ages awarded. The Company intends to press

vigorously for the Co”urt to eliminate the bad faith claim, reduce the

punitive damage award, grant a new trial, and vigorously appeal the

verciicr if it “isallowed to stand.,.

Tht: Company was named as defendant in the following purported
CIWS action lawsuits: Chain v. .General America?l Lzfe “Iruz{runce

co~n~ar~~(filedin the U.S. District Court for. the Northern District of

Mississi])pi “in1996); Newbz~rgTmstV. GeneraI.Arnericlm LzYe r~~rance

CompaY~y (fded in the U.S. District Court for the District of
Massachusetts in 1996); and Lzzdzui~ SZ>}jL DZllesandro and

Ctmningham v. GeneralAmerican Ltfe Insurance Covnpany(fded in the
U.S. District Court for the Southern District of Illinois in 1997).

These lawsuits allege that the Company engaged in deceptive sales
prat:ticet in connection with the sde of certain life insurance polici=.

None of these lawsuits “hasbeen certified as a class action. Although
the claims asserted in each “lawsuitare not identid, &e plaintiffs seek

unspecifiedactualand punitivedi~mages undersimilarclaims,
inclludirlg breach of contract, fraud, intentional or negligent

misreprttsentation, breach of fiduciary duty, and unjust enrichment.

39
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The Company filed a motion to dismissJ Of the Cl+ms in each of marlagernent tlo~ not believe that the Company’s Iiability arising from

the lawsuits. Tile Court in each o[these lawsuiw has dismissed cer~{n pending or threatened litigation will hive a material adverse .flect on

of the plaintiffs’ claims while allowing others to proceed. These three the Company’s financial condition or results of operations.

cases have been consolidated With one individud case in the ‘U.S.

District Court for he Eastern District of Mlssottri. The Company (1A) Subsequent Events
intends to oppose these lawsuits vigorously.

. . ..

In addition to tie matters discussed above, the Co@pany is involved!in
‘ On January 28, 1999, the Board of Directors of GenAmerica

Corporation authorized tie development of a tienlutuaIization plan
pending and threatened litigation in the normal course of its business,
While rke outcome of these matters cannot.be predicted fith certai~lty,

for GAMHC to convert from a mutual holding company to a publicly
traded stock compan~ “The demutualization plan will be subject to

at the present time and based on’ information currently avai!al>le,
,- approval by the Board of Directors, regulators, and policyholders.

- ““.” .. .. ..-—~---.--— ------ -.-. -.. -..””..-.---—--- ..-—.. —-----

INDEPENDENT AV~DIXORS’ REPQRT.. . .

Board of Directors and Stockholder of GenAmerica Corporation:

We have audired the accompanying consolidated balance she~:ts.of
GenAmerica Corporation and subsidiaries as of December 3 Il...
1998 and 1997, and the related consolidated statements Of .=.,

operations, comprehensive income, stockholder equity, and ~tsh ~
flows for each of the years in_the three-year period ended
December 31, 1998. These consolidated financial statsrnents~tre .—.
the responsibili~ of the Compatly’s management. Our “:+ ‘
responsibility is to express an opinion on these consolidated ~ “
financial statements based on our audits.. ‘.

We cc)nducted our audits in accordance with generfly accepted

auditing standards. Those standardsrequirethat weplan ancl
performthe auditsto obtainreasonableassuranceabout.Whe!;!ex
the financialstatementsarefreeof materialmisstatement.An
auditinclud~ examinirrg,on a test basis, evidence supporting: the

amounts and disclosures in the financial statements. An audit.. . .. -,. ,,

also includes assessing the accounting princip~es used and

significant estimates made by managenlent> as well as ev~uating
the over’dl ~nancid statement presentation. We believe that our
audits provide a reasonable basis ‘fo<‘otlr opinion.

“In our opinion, the consolidated financial statements referred to
above_present filrly, in al material respects, the financial position
of GenAm~rica Corporarioil and subsidiaries as of December 31,
‘l~~s and 1997, and the “results of their operations and their cash

flc)ws for each of the years in, the three-year period ended
Decembir 31, 1998, in’ conformity with gencrdly accepted

accou”rtting principles.

St: Louis, Missou6

h!arch 4, 1999

-._.-! ., .- .,--- . . .. — -—--. -!------ -.’.- --—. - . . . . . . . . . ------ —.-.. .
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~ —L—. - . . . ..---- ...– - ..-e

Ge*eritia Corp4]ration and-’~tib~sid[iaries ‘
;

Five Year (20m~~ari:~on6f Significmit ResultsL i.-
,. i(inthousands)

~~-=-’:: :-=yy-: %?y=: T= .. . . “.J-. +. .
....Z=T.~,..,.~ ‘. ’”.... , F .--..,- .. . ..;g.=*+;.&_LK” ‘~~.-195{r%== T“’’:” ‘“’ir$~--”--”’. . ../-- .. ; ., -. .,,~;,.’:-. .. .. . .......- ,.,.. ...3 ,“,,.

~-:.s ,-. .

~:.$&?~$6-=e’’-~~”””-’.””” “-‘-’-’;~~ ~
~@~$#,ti:,::/’.!-.-,1 ..,: .* - ~“---A&J,;%*,. f.,.~,,,.. , ,. _.:,:.. ..... . .... .. . . .. ... .. -:. , ..:.-.,:,, .*.-’..... ..!.- .... ... , : : -“’-<- “u, ,*-—-‘. = , :4:1,:.:+.-r+,,1*--=---=.-~, -,-,, ---.-.~ - .,. ~

Benefits $ 2,463,110’ 1“,87<,270 i,642,335 1,342,710 1,500,586 ;... —.- . . . ..
Dividends 192,085”’-- = ‘182,146’ 171;904 264,658 141,546 :*P.--.-—-,
Total payrtlentsfor policyholders 2,655, 19!) 2>056,416 1,814,239 1,607,368 1>642,132 :

. .

Life insurance in force ~51,256,14f3” “: ~332,79”1,876 ““ ‘“’“279,~Ij0,(j00 255,332,902 234,998,475 ~. .....:,..; . -:. ,. ,_-..-<-. -. -. ..: ...-.,,..-.- -. ._ $. . . . . . i
28,949,155 :Total assets . ., -.- .’... . .. . . . . . 23!947-,177 18;897>110 1~,927,104 ~,$60,970

... ..- ;

Net premiums and other considerations:
1.. -.-,

Life 1,949,835. i,536,988 1;356,490 ‘[,229,0S2

Health

1,079,440 !
.’ ..”

Insured 334,897 ‘231,181 2ti6,738 268,931 518,374 -:

Premium equivalents* 1356,4631,451,477- , 1,290,623 1,201,896 1,085,981 :

Health total 1,786,374 1,587,644 1,577,361 1,470,827 1,604,355
}.. .’’-”... .>”.,–. -.~..,.. ,. i,,

Net inves[,mentincome
.$.

1,143,553 ,950,097 - 806;883 ‘ 676,404
.,

551,471 [
,, .. .. . . . .:-,> :. ,.” ~... . . . ..”’ ..

. . . . ..—..,L:,: - ;
* Heultbpremiumequiv~~?ntsareheu[ti~-insurance~en@ts dle”adm!ntsteljorf~(>$but ~o””~zo~~nju~e. .‘

I
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GLOSSMY OF LIFE INSURANCE TERMS

ACCELERATEDDEATHBENEFST.A deathbenefit
paidto thepolicyholderpriorto deathunder
clearlydefinedhealth-relatedcircumstmcea.

AGENT.A sales andservicerepresentativeof
an insurancecompany. Life insuranceagents
mayalso be calledlife underwritersor field
underwriters.

ANNUITANT.The personduringwhoselifean
annuityispayable,usuallythepersonto receive
theannuity.

ANNUITY. A contract that provides a periodic
income at regular intervxls for a specified period

of time, such as for a number of years or for life,

ASSIGWNT. The legaltrxnsferof oneperson’s
inrerestin an insurancepolicyto auorherperson.

BENEFICIARY.The personnamedin thepolicy
roreceive&e insumnceproceedsat thedeathof
an insured.

BROKERA salesandservicerepmsentarivewho
handlesinsurmceforclients,generallyselling
insurarrceof variouskinds.

CASH SURRENDF,RVALm. The amount available

in cash upon voltmtary termination of a policy

by its owner before it becomes payable by death

or maturity.

GER~CATE. A statement issued to individuals

insured under a group poli~, setting forth the

essential provisions relating to their coverage.

@mmB~ TErttvtINSWCE. Term

insurxoce, which mu be exchsnged, at the

option of the policyholder and without evidence

of insurabili~, for another plxn of insursuce.

DECLINATION. The rejection by a life insurance

company of an application for life insurarrce,

usually for reasons of the heahh or occupation of
the applicmr.

DEFERRED ANNUITY.An annuity providing

for the income payments to begin at some

future date.

DEFINED BF.NEFSTPLAN. A perraion plan stating

either (1) &e benefits to be received by employew

after reeiiement or (2) the method of determining

such benefits. The employer’s contributions mder

such aplan are actuarially determined.

DEFINED CONTRIBUTIONPLAN.A plan under

w,hich the contribution rate is freed aud benefits

to be received by employees xfrer retirement

depend to some extent upon the contributions

and their earnings.

DMDEND. A rerurn of part of the premium on

participating insurarrce to reflect the difference

beween the premium charged xrrd the

combination of actual mortJ1ry, expense, and

investment experience. Such premiums are

dctdated to provide some margin over the

anticipated cost of the insurance protection.

DMDENDADDITION. An amount of paid-up

insurxuce purchased with z policy dividend and

added to fie face amount of the poliq.

EMPLOYEESTOCK -RSHIP PLAN (~OP).

A defined contribution pension plan d=igned to
invest primarily in employer secccriries,

ENDOWMENT. Life insurance payable to rhe

policyholder, if living on the rm~turiry date stated

in the policy, or to a beneficiary if the insured
dies prior to that date.

FACEAMOUNT. The amount stated on the face

of the policy, to be paid in case of death or at the

mamriry of the policy.

-LB PWUM POLICY OR ANNMTY. A life
insurance policy or snnuiry under which the

policyholder or cortrractholder may vary the

amounts or timing of premium payments.

401(K) PLAN. A salary reduction plan tiat

allows employees to contribute a portion of their

salaries on a ru-deferred basis.

GRACE PERIOD. A period (usually 30 or31

days) foLlowing the premium due date, during

which an overdue premium may be paid without
penairy. The policy remains in force throughout

this period.

GROUP ~TY. A pensimr plarr providing

xnnuities at retirement to a group of people

under a master conrract. lr is usually issued to

an employer for the benefit of employees. The

individual members of the group hold

certificate= m evidence of rheir annuities.

GuARANTEEDtNTERESTCO~m. A vehiclefor

benefit plaR sponsors to invesr funds at a freed

inreresr rate for a f=ed duration.

IMMEDIATE~TY. Arrmnui~ pro},iding for

payment ro begin immediately.

INDMDUAL PoLrcY PWSION TRUST.A type of

pension plan, frequently used for small groups,

administered by trustees ~urhorized ro purchase

individual level premium policies or annuity

contracts for each member of the plan. The
policy usually provides both life insurance and

retirement benefits.

INDrvrDuALRE~ ACCOUNT ~RA). An

accmmt to which au individual MU make SUMIXI
contributions of 100 percent of earnings up to

$2,000 ($2,250 for a one-income married

couple). Three contributions are tax deductible

for workers not covered by an employer-sponsored

pension plan regardless of income or, if covered,

do not exceed certain taxable income levels.

KEOGH (HR 10)ACCOUNT. An accourlt to which

an indlvidtral cxn mxke annual tax deductible

contributions, subject to certain limit~rions.

LAPSED POLICY.A policy terminated for

nonpayment of premicrms. The term is sometimes

limited to a termirx~tion occtrrring before the

policy has a ah or oher surrender vahre.

LEVEL PREMIUM LIFEINSUnANCE.Life insurance

for which the premium remains the same from

year ro year. The premium is more than the

actual cost of protection during the earlier years
of the policy and less than the actual cost in the
later years. The building of a reserve is a

naturxl result of level premiums. The

overpayments in the early years, together with

the interest earned, serve to bxlarrce the
underpayment of rhe later years.

LIMITED P~ LtFE INSURANCE. Whole life

insursnce on which premiums are payable for a

specified number of yews or unril deach~ if dearh
occurs before he end of the specified period.

MORWTY TABLE.A smtistical table showing

the death rate at each age, usually expressed as so

mxuy per thousmd.

MUTUAL LIFEINSURANCE COMPANY. A life

insurance company without stockholders whose

management is directed by a board elected by
the policyholders.

NONFOWITURE OFTSON. One of the choicw

available if the policyholder discontinues

premium payments on a policy wirh a cRsh vahre.

This may be taken in cash, as extended term

insursrtce, or as redtlced paid-up insurance.

NONMEDICAL LIMIT.The maximum face

value of a policy that a given comparly will

issue without the applicant taking a

medical examination.

NONPARTtCIPATtNGPOUCY.A life insurance

policy in which the compmy does not distribute

to policyholders any part of its surplus.

ORDINARYLIFEINSURANCE.Life inSttr~Ce

usually issued in amounts of $2,OOO or more
with premiums payable on an annual,

semiannual, quarterly, or monthly basis,

PARTICIPATINGPOHCY. A life insurance policy

under which the company agrew to distribute to

policyholders the part of its surplus rhac its board

of directors determines is not needed at the end

of the business year. Such a distribution

serves to reduce the premium the policyholder

has paid.



PERMANENTLIFEtNSUWCE. A ph MSe used [o

cover any form of life insurance except term;

generally insurance that accrues cash value, such

as whole life.

POJ..ICYLOAN. A loan made by a life insurance

company from its general funds to a policyholder

on the security of caah value of a policy.

POLICYHOLDER. The person who owns a life
insurance policy. This is usually the insured

person, bLLtit may also be a relative of the

insured, a partnership, or a corporation.

PREMIUM. The payment, or one of the periodic

payments, a policyholder agrees to make for ao

insurance policy.

QUWIFIED PLAN. A plan which the Internal

Revenue Service approves as meeting the

requirements of the 1954 Internal Revenue

Code. Such plans receive rax advantages.

RATED POLtCV. Sometimes called an exrra-risk

policy, an insurance policy issued at a higher-

than-standard premium rate to cover the ext~a
risk where, for example, an insured has impaired

health or hazardous occupation.

RENEWABM TERM INSURANCE.Term insurance

}vhlch can be renewed at Ae end of Ae term, at
the option of the policyholder, and without

evidence of insurability for a limited number of

succasive terms. The rates intiease at each

renewal as the age of the insured increases.

RFSERVE. The amount required to be carried as

ADVISER. An organization employed by a

mutuai find to give professional advice on the

fund’s invmtments and asset management

practic~ (also called the investment adviser).

APPRECL4T10N.An increa,se in an

invatment’s value.

ASKED OR OFFERINGPRICE.The price at which

a mutual fund’s shares can be purchased. The

asked or offering price includes the current net

reset vahre per share plus any sales charge.

ASSETS. The current dollar value of the pool of
money shareholders have invested in a fund.

AUTOMTSC REINVESTMENT. A fund service

giving shareholders the option to purchase

additional shares using dividend and capital gain

distributions.

AVEWGE PORTFOLIO MATURITT. The average

maturity of all the bonds in a bond fund’s

portfolio.

a liabili~ in the finalcid statement of an

insurer, to provide for future commitments

under policies outstanding.

RtDER. A special policy provision or group of

provisions th,tt maybe added to a policy to

exp~d Orlimit the benefits otherwise payable.

RISK CLMSIFICAmON. The process by which a

company decides ho~~,its premium rates for life
insurance shodd differ accor~lng to the risk

characteristics of indi~~idualsinsured (e.g., age,

occupation, sex, state of health).

SE~ OPTIONS. The several ways, other

than immediate payment in cash, which a

policyholder or beneficiary may choose to have

policy benefits paid.

STOCK LIFE INSURANCECOMPANY. A life

insurance cornpmy owned by stockholders, who

elect a board ro direct he company’s

management.

TERM INSURANCE. Life insurance payable to a

beneficiary only when an insured dies within a

specified period.

UNDERWIUTING. The procms by which a life

insurance comp:rny determines whether or not it

can accepr an application for life insurance and,
if so, on what basis.

UWRSAL LIM lNSUKANCE.A flexible premium

life insurance policy under which the

policyholder may change the death benefit from

GLOSSWYOF INVESTMENTTERMS

BEAK-T. A period during which security

prices in a particular market (such as the stock

market) are generally falling.

BID OR SELLPRICE. The price at which a

mutual fund’s shares are redeemed, or bought

back, by the find. The bid or redemption price

is usually the current net reset value per share.

BOND. A debt security or IOU issued by a

company, municipality, or government agen~.

A bond investor lends money to the issuer and,

in exchange, the issuer promises to repay the

loan amount on a specified maturity date; the
issuer usually pays the bondholder periodic

interest payments over the life of the loan.

BROKER/D-R (OR DmR). A firm that

buys and sells mutual fund shares and other

securities from and to investors.

BULL ~T. .4 period during which security

pric~ in a particular market (such as the stock

market) are generally rising.

time to rime (with satisfactory evidence of

insurability for increases) and vary the amount of

timing of premium payments. Premiums (less

expense charges) are credited to the policy

account, from which mortality chargw are

deducted and to which interest is crediced at

rat= that may change from time to time.

VWU ANNUITY.An annuity contract in

which the amount of each periodic income
payment may fluctuate. The fluctuation may be

related to securities’ market values, a cost of

living index, or some other variable factor.

V~LE LIFE INSURANCE. ~lfe insurance

under which the benefits relate to the value of

assets behind the contract at the time the

benefit is paid.

W~R OF PmIUM. A p[-ovision tlrat, under

certain condkions, an insurmce policy tvill be

kept in full force by the company ~vithouc

firther payment of premiums. It is used most

often in the event of total and permanent

disability.

WHOLE LIFEINSURANCE.Life insurance payable

to a beneficiary at the death of the insured,
whenever that occurs. Premiums may be payable

for a specified number of years (limited payment

life) or for life (straight life).

Reprinted with pertnissionfiotn
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CAPITALGm DISTRSBUmON. Profits

distributed to shareholders resulting from the

sale of securitia held in the fund’s portfolio for

more than a year.

CLOSED-END FUND. A type of investment

company that has a fixed number of shares that

are publicly traded.

COMPOUNDING. Earnings on an investment’s

earnings.

CREDIT RISI{. The possibility that a bond

issuer may not be able to pJy interest and

repay its debt.

CUSTODm. An organization, usually a bank,

that holds the securities and orher assets of a

mutual find.

DWSMHON, A decline in an invearmenr’s value.



DISTRSBO’ITON. (1) The payment of clivideuds

and capital gains, or (2) a term traed to describe a

method of selling to the public.

DIVERSIFICATION.The practice of investing

broadly across a number of securities to

reduce risk.

DOLLAR-COSTAWGING. The practice of

investing a Freed amount of money at regular

intervals, regardless of whether the securities

markets are declining or rising.

EXCHANCEPRMLEGE. A fund option enabling

shareholders to transfer their invesrcnencs froln

one find to auorher within the same fund family

as their needs or objectives chauge.

EX-DMD~ DATE. Wkh regard to mutual

funds, this is the day on which declared

distributions (dividends or capital gains) are

deducted from the fund’s assets befo~e it

calculat~ its net asset vahre (NA~. The NAV

per share will drop by rhe amount of the

distribution per share.

@ENSE -O. A find’s cosc of doing business,

expressed as a percentage of its assets.

FACE VWUE. The amount that a bond’s issuer

must repay at the maturity date.

401(K) PLAN. Arremployer-sponsored
retirement plan that rmabl~ employees to make

tax-deferred contributions from their salaries to

the plan.

403(B) PLAN. An employer-sponsored

retirement plan rhar enables employe= of

universiti~, public schools, and non-profit

organizations ro make tax deferred contributions

from their salaries to the plan.

457 PLAN. An employer-sponsored retirement

plan that enables employees of state and local

governments and other rax-exempt employers to

make tax-deferred contributions from their

salarim ro the plan.

HEDGE FUND. A private investment pool for

wealthy investors that, unlike a mutual find, is

exempt frmn SEC readarions.

INCOME. Dividends, interest, and/or short term

~pir~ &ins paid rO a mutu~ fid’s sh~ehO1ders.

INTERF.STRATE RtsK.The possibility that a

bond’s or bond mutual fund’s value will decrease

due to rising interest rates.

INVF.S~ COMPANT. A corporation, t~ust, or

parrnecshlp that invests pooled shareholder

dollars in securities appropriate to the

organization’s objective.

LARGE CAP STOCKS. Stocks of large-

capitalization companies, generally considered to

be companies whose total oucstandlng shara are

vahted at $2 billion or more.

LIQUZDITY. The ability to have ready access to

invested money.

LONG-TESUVSFUNDS. A mutual fund industry

dmignation for all funds other than money

market funds.

MANAGEMENTFEE. The amouur paid by a

mutual fund to the investment adviser for its

services.

MATURITY. The date by which an issuer

promises to repay the bo~ld’s face value.

NATtONALASSOC~ON OF SECURITIES DSALSRS,

INC.(NASD). A self-regulatory organization

with authority over firms that distribute mutual

fund sharm as well as oher securities.

NET ASSETVWUE (NAV). The per-share value

of a mutual fund, found by subtmcting the

fund’s liabilities from its assers aud dividing by

the number of shares outstaudlng.

NO-LOAD FUND. A mutual fiud whose shares

are sold wifiout a salm commission and without

a 12b-1 fee of more than .25 percent per year.

OPEN-END INVESTMENTCOMPANY. The legal

name for a mutual fund, indic~ting that it

stands ready to redeem (buy back) its shares

from investors,

PORTFOLSO. A collection of securities owned

by an individual or an instittrtiou that nlay

include srocks, bonds, and money marker

securities.

PORTFOLIO TURNOVER. A measure of the

trading activity in a fund’s investment

portfolio. How often securities are boughr

and sold by a fund.

PREPAYMENT RISK. The possibility that a

bond owner will receive his or her principal

investment back from the issuer prior to the

bond’s maturity date.

PROSPE~S. The oficird document that

describes a mutual fund to prospective invators.

QUALCTT.The cred,rworthiness of a bond issuer,

indicating the likelihood rl~at it will be able to

repay its debt.

REDEEM. To cash in Inutud fund shares by
selling them back to rhe fund.

RS~TMENT PRIVILEGE. An oprion whereby

mutual fund dividend and capital gain

distributions automatically buy new fund shares.

RtSK/REWARDTRADEOFF. The principle that an

investment musr offer higher potenrial rerurns m

compensation for the likelihood of increased

volatility.

ROLLOmR. The shifiing of an investor’s assets

from one qualified retirement plan co anorhec

SALFS CHARGE OR LoAD. An amoumr charged

for the sale of sonle fttnd shares, usually those

sold by brokers or other sales professionals.

SECUSUTI=AND fiCHANGE COMMISSION

(SEC).The primary U.S. government agency

responsible for the regdacion of the day-to-day

OperatiOns and discIOsure ObligatiOns Of muru~
funds.

SHO~-TEBM FUNDS. Another term for money

market funds.

SMALL-CAPSTOCKS. Stocks of small-
cap imlization companies, generally considered co

be companies whose total outstanding shares are

valued at less thau $1 billion.

STOCK. A share of owuership or equity in a

corporation.

TOTW RETURN. A measure of a fund’s

performance that encompasses all elements of

returm dlvideuds, capiml gain distributions, and

changes in net asset value.

TRANSFER AGENT. The organization employed

by a mutual fund to prepare and nlaiutairr

records relating co shareholder accounts.

12B-1 FES.A mutual fund fee, named for the

SEC rtde that permits it, used to pay for

distribution cosrs such w advertising .rnd
commissions paid to dealers.

UNDERWRITER. The organization thar sells a

mutual fund’s shares to broker/deaIers and

investors.

UNIT INVESTMENTTRUST (UIT). An

investment company that buys and holds a fixed

number of shar= until the trust’s termination

dare. When the trust is dissolved, proceeds am

paid to shareholders.

WITHDRAWALPLAN. A fund service allowing

shareholders to receive income or principal

payments from their fund account at regular

intervals.

YtELD.A measure of net income (dividends aud

interest) earned by the securities in the fund’s

portfolio less the fcrud’s expenses during a

specified period.

Reprinted withpermissionfioni
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Bow OF DIRECTORS

AUGUSTA. BUSCHIII
Chairman of the board cmdpresident ofAnheuser-

Buscb Companies, Inc., a St. Louis-based, global

copomtion that inclwdesthe WOT[8Slargest brewing

organizdhcm, tbesecond-[argtst U.S.mamlfactirer

ofalziminum beuerage contairser~,andone oftbe

largest theme park operations in the countiy.

Mr. Busch plays amajorrole in his

company’s philanthropic activities. Anheuser-

-Busch is well known for its efforts on behalf of

alcohol awareness, environmental conservation,

education opportunities, anddisasterrelieE

His efforts have been recognized through

numerous awards from civic organizations,

ranging from the National Urban League, to

the Boy Scouts of America, co the United

States Olympic Committee.

Mr. Busch was educated at the UniversiV of

MIZOna and c.rained as a brewmzster at the Siebel

Institute of Technolo~, Chicago. After working

his way through the brewing znd operations

divisions, he joined the company’s boazd in 1963

and a.ssccrnedcompany leadership in 1975.

WILLIAM E. CORNELIUS

Retired chairman und chief executive oficer of

Union Electric Company St. Louis.

He joined Union Electric in 1962 as an

z.ssistznt controller znd rose through the ranks to

become president, chief executive oficer, then

chairman of the board, 2, post he held until his

retirement in 1994.

Mr. Cornelius is a director of the —-

Municipal Theatre Association of Missouri, a

trustee of Washington University, and

treasurer of che Episcopal Diocese of

Missouri. He has also served as president of

Civic Progress and as chairn~an of the United

Way of Greater St. Louis.

He holds a bachelor’s degree from the

University of Missouri, Cohrrnbia, and a master’s

degree from Washington University.

JOHN C. DANFORTH
Former United Stata senato~ now a partner

with the lawjrm of Bryan Cave LLR St. Louis

and tin.ras Ci~, and a clergman.

Mr. Danforth represented Missouri in

Washington D.C. for 18 yea~s. While a

member of the U.S. Senate, his major

legislative efforts focused on international

trade, telecommunications, health care policy,

research and development, transportation, and

civil rights.

Currently he is also president of InterACT-St.

Louis (Interfith Acrion for Children Today),

which creaces opportunities for church members

of all fziths to help inner city youths. Mr.

Dsuforeh is slso chairmm of St. Louis 2004, a

citizen-baaed effort to revitfllze the region, and

&airman of the board of the Danforth

Foundation. He is also a board member of Time

Warner, Inc. and the Dow Chelnical Company.

Ordained to the clergy of the Episcopal

Church, he is currently an associate primt at the

Church of the Holy Commuuion, University

City. Mz. Danforth has received countlas

awatds from prestigious organizations.

He received his degrees from Princeton

University, Yale Divinity School, and Yale

Law School.

BERNARDA. EDISON
Retiredpresident of Usoir Brothers Stores, Inc.,

St. Louis.

Mr. Edison joine~ the firm iu 1951, rose to

the position of direcror, then setved as president

until his retirement in 1987.

He has been a member of Civic..Progress

and a directo~of the United Way of Sr. Louis,

St. John’s Mercy Medical &ter, St. Louis

Jewi~h Hospital, BJC He~~ 5ystems, as well

w the director for the Harry Edison

Foundation and tbe Irving and Beatrice C.

Edison Foundation, Inc.

Mr. Edison served as a lieutenant in the U.S.

Air Force.

He received his bachelor’s degree from Harvard

College and a ms.ster’s degree from Harvazd

Graduate S&crol of Business Adrniuiarmtion. As

a student, he worked one summer w an actuarial

intern for Geneml American.

RICHARDA. LIDDY
Chairman, president, and chief execrttiueoficer of

Genera[American Lc~eInsurance Compa?y,

St. Louis.

Mr. Liddy joined General American in 1988

Z.Spresident and chief operating officer, assumed
CEO responsibilities in 1992, and in 1995

became chairman. He begau his insurance

career with CIGNA, rising to the post of

marketing vice president ad chairman of its

securities subsidiary. After moving to

Continental Insurance, ar executive vice

pr~ident he assumed responsibility for that

company’s life insurance operations and dso

sezved as president of Continental’s Financial

Services Group.

Active in insurance industry organizations,

Mr. Liddy is past chairman of the College of

Financial Planning aud has sesved on the boards

of LIMRA-International and the American

Council of Life Insurance.

Taking an active role in the St. Louis

community, Mr. Llddy has been chairman of the

board of Webster UniversiT znd currencly sezvti

as chairmau of the United Way and as president

of Civic Progress, an organization composed of

the leading CEOS in St. Louis.

He easned his bachelor’s degree from Iowa

State University.

WILLIAM E. WTZ
Chairman ofMariti, Inc., a St. Lottis based

communication company.

He joined the organization as a salwman, rose

through the ranks, md beme chairman and

CEO in 1983. Mr. Mariez has been with the

privately held firm for more than forty years.

He has served on the boards of numerous

civic organizations, ranging from the Missouri

Botanical Garden to the American Youth

Foundation. He’s received many awards for

civic leadership thar include involvement with

St. Louis’s V.P. Fair, the redevelopment of

Laclede’s Landing, and rhe development of the

area’s light rail system.

During the Koressr Wac, he served in the U.S.

Navy as operations oficer on a rocket launcher

off the coast of Korea.

Mr. Marirz received a bachelor’s degree from

the Woodro\v Wilson School at Princeton

University and has served on chat university’s

board of trustees.



CRAIG D. SCHNUCK
Chairman of the board and chief exemti”ve oficefi

Scbnucks Marketr, Inc., St. Louis.

Mr. Schnuck worked in virtually every store-

Ievel position, ranging from bagger to meat

cutter to store manager, within the Schnucks

organization. He dso served in a variety of

systems and merchandising positions before

taking the lead in developing the company’s

combination food and drug store concept.

Mr. Schnuck is a member of the board of

directors of Mercanriie Bancorporation, the Food

Marketing Institute, Wwhington Universi~, the

United Way of St. Louis, and the St. Louis Area

Council of Boy Scours of America, among many

other organizations.

He has a bachelor’s and master’s degree from

Cornell University.

WILLIAM ~ STIRITZ
Chairman of Ralrton Purina Compan> St. Louis

since 1981 and of Ralcop Holdings, Inc., St. Louis

since 19.94. He is aho chairman, CEO, and

president ofAgribmndr International.

Mr. Stiritz joined Wston Purina in 1964. He

W= promoted to Ralston Purina pr=ident, chief

executive oficer, and chairman in 1981 and

served until 1997 aschief executive officer.

He is a vetemn U.S. Navy aviator.

Mr. Stiritz holds a bachelor’s degree fronl

Northwestern University and a master’s degree

from St. Louis Universi~.

ANDREW C. TAYLOR
Chiefexerutive oficer ofEnteprise Rent-A-Car

Conrpan~ St. Louis.

He joined Enterprise Rent-A-Car in 1973,
was promoted to general manager of the St.

Louis Group OffIces, became president and

chief operating officer, then in 1991 was

promoted to chief executive officer. The

organization now has the largest renml car fleet

in the United States. Previously, Mr. Taylor

worked for RLM Leasing, a Ford Motor

Company affiliate, in San Francisco.

Among the numerous boards he serves on or

h= served on are the Missouri Botanical Garden,

Washington University, and the United Way of

St. Louis.

He received his bachelor’s degree from the

University of Denver.

H. EDWIN TRUSHEIM
Retired chairman, General American Lzfe Insurance

Company St. Louis.

Mr. Trusheim joined General American as a

trainee in the mortgage loan department in 1955

and rose to the top position in the company, the

only Geneml American associate to achieve this

distinction. He retired w chairman in 1995.

BOARD OF DIMCTORS

Previously his career was in education, having

taught Klstory and social studies at private

second~ schools.

Very much involved in the life of the

community, Mr. Trusheim is p~st president of

the Saint Louis Symphony’s board of trustees,

past chairman of Civic Progress, past chairman of

the Federal Reserve Bank of St. Louis, and past

chairman of the W=hington University

investment committee.

He has a bachelor’s degree from Concordla

University as well as a master’s degree from

Northwestern University and undertook further

graduate studies at Washington University.

ROBERT L. VIRGIL
Gerseralprinc@al of Edu!ardJones & Co.,

St. Louis, he is responsiblefor management

development.

Previously, Dr. Virgil was with Washington

University in St. Louis, where his career

spanned thtee decades. He served as a faculty

member and administrator, rising ro the

position of dean of the Olin School of

Business. He has also taught atDartnlouth

College, Hanover, N.H. and the Israel Institute

of Technolo~, Haifa, Israel.

Among his many civic and professional

accomplishments are serving as chair of a

consortium to attract minority students to

M.B.A. programs and as director of the

Salvation Army Midland Division. He has

also been chairman of the Federal Reserve

Bank of St. Louis.

Dr. Virgil served in the U.S. Army from 1956

[o 1958.

He earned his bachelor’s degree from Beloit

College and his master’s and doctorate degrees

from Washington Universi~.

VIRGINIA V WELDON, M.D.
Director of the Center for the Study ofAmerican

Bu.rinessat Wasbin@on lrrriversip a public poliq

researchcenter in St. Lot{is.

From 1989 to 1999, she was senior vice

president for public policy at Monsanto

Company. Previously, she was professor of

pediatrim, deputy vice chancellor for medical

affairs, md vice president of the Medicd Center

at Washington University.

Dr. Weldon has received recognition from

numerous medical, scientific, and educatiomd

organizations, among them the Association of

American Medical Colleges, which she served as

chairman. In 1994 Dr. Weldon was one of 18

individuals appointed by President Clinton to

the Prtiident’s Committee of Advisors on Science

and Technolo~. More recently, she became a

member of the California Institute of Technology

board of trustees.

She has a bachelor’s degree from Smith

College and a medicd doctor’s degree from the

State University of New York at BuWO. She

also completed post-doctoml studies at The

Johns Hnpkins University.

TED C. WETTERAU
Retired chaiman of the board and chief executive

oficer of Wetterau, Incorporated, St. Louis.

During his forty-year career with the firm,

which served approximately 2,750

supermarkets in twenty-nine srates, he worked

in nearly every capacity.

A respected leader in the nation’s food

indust~, he is a former chairman of the

Natiorral-Arnerican Wholesaler Grocers’

Association, which presented him its highwt

award. He is also a director of the Food

Marketing Institute, the country’s largest rerail

organization.

Mr. Wetterau is an active supporter of

numerous civic and charitable organizations.

The long lisr includes rerms as chairman of the

St. Louis Regiomd Commerce and Growth

Associating, the Arts and Education Council of

St. Louis, Goodwill Industries, and the Saint

Louis Symphony. Currently, he is on the boards

of Westminster College and the University of

Missouri at St. Louis.

He earned his bachelor’s degree From

Westminster College.

DONALD E. LASATER

(Director Emeritus)

Retired chairman of the board ofMercantile

Bancoporah”ors, Inc., St. Louis.

A St. Louis native, Mr. Lasater practiced law

in KIS home community for eleven years,

including three years as assistant prosecuting

attorney for St. Louis Coun~. In 1959he joined

the trust department of Mercantile Bank, becme

president in 1967, then chairman and chief

executive officer in 1970. He retired in 1989.

Among his many leadership roles in the

communi~, he has served as president of Civic

Progress, chairrn~n of the board of the St. Louis

Art Museum, chairman of the United Way

annual fund drive, and board member of

Washington University, Barnes Hospird, and the

Iocd chapter of the Boy Scouts of America.

He earned his bachelor of laws degree from

the University of Southern California.
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CORPO~ON

RichardLiddyCLU
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Robert J. Bansterrer, J.D.
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General Counsel, and Secretary

John W. Barber, CPA, FLMI

Vice President and Controller

Bruce B. Bmdie

Chief Technology Oficer

David L. Herzog, CPA, FLMI

Chief Financial Oficer
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Vice President

Corporate Relations
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Kevin Elchner
Executive Vice President

and Chairman -

GenMark Incorporated and
Walnut Street Securities
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Mark M. Hopfinger, FSA
Vice President-
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Vice President –
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Group Operations

Debor& J. Walters
Vice President –
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President and
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Kevin Eichner
President
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President
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President and
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President and
Chief Executive Officer
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President
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Robert A. Shaffer
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Norbert Feluop

Regional Sales Vice President

ILLINO15

Chicago
Michael J. Larrgford
Regional Sales Vice President

MISSOUN
St. Louis
Gerald J. Clark

Regional Sales Vice President

NORTH CAROLINA
Charlotte
Stuart B. Stout

Regional Salti Manager

OH1O

Columbus
Gerald R. Kucan
Regional Sales Vice Pr=ident

O~HO~
Tulsa

Daniel Berman

Employee Benefits Manager
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PENNSYLVANIA

Philadelphia

Steve E. LaCasse
Regional Sales Vice Pr=ident

TEXAS

Dalkis

Patrick E. Fairchild

Regional Sal= Vice P~esident

HOUSTON

Robert C. Slie, CLU

Regional Sales Vice President

Group Ciaim O@ces

GEORGIA

Atkmm
Sue Hertlein

Regiomd Claim Director

ILLINOJS

Rockford

Doreen Taylor
Regiomd Calim Director

MISSOUIU

St. Louis
Pam Hager
Director of National Accounts

Lisa Roseland

Director of Preferred Accounts

Dave Toben
Director of Home Ofice Accounes

Christine Tdlpana

Director of Custom Accounts

OHIO
Columbus

Carl Myers
Regiomd Claim Director

TEXAS

Dallx
Gary Carmichael
Regional Claim Director

Retir~nent Phm Saks O@ces

CALIFORNIA
Los Arrgelm
Thomas L. Burner

Regional Vice Prtiident

FLORIDA
Tampa

Dan G. Edwards

RegionsJ Vice President

ILLINOIS
Chicago

Mark D. Fatdds

Regional Vice President

James P. Lenihm
Regional Vice Prtiident

CURREN1-OFFICERS

Massachusetts
Boston

Jeanne D. Herz
Account Manager

MISSOUW
St. Louis
FrankJ. TOCCO

Senior Regional V[ce President

James V. Walleri.s

Regional Vice President

NORTH CAROLINA

Charlotte
Kenneth W. Hungate, CLU, ChFC

Regional Vice Prmident

PENNSYLVANIA

Philadelphia
Parrick R. McAllister

Regiomd Vice President

TSXAS
Dallas
Douglas A. Adams, CFR MSFS

Senior Regional Vice President

Cova Financial Services
Life Insurance Company

Philip Haley

Executive Vice President
Sales and Marketing

CALIPOWL4
Napa

Lori Powell
Vice Presidenr
Western Sales Director

Roseville
John Schaus
First Vice President and Wholesaler

San Diego
Renee DuBerger
vice president and Wholesaler

FLORIDA
Tarpon Springs
M.H. Sandberg

Vice President and Wholesaler

ILLINOIS
Granite City
John Krekovich

First Vice President and Wholmaler

Oakbrook Terrace
Bill Boscow
First Vice President

National Sales Manager

Ken M. DiFrancesca
First Vice President
National Sales Manager

Sarah Mulloy

Regional lManager

Wheaton

Richard Russell
Vice President and Wholesaler

1NDL4NA

Columbus

Cmig Kessler

Vice Prwident and Wholesaler

ZiOrrsvilIe
Phil Cramer

Firsr Vice Prwident and Wholesaler

KENTUCKY
Louisville

Robert Lotze

Regional Manager

MASSACHUSETTS
Meti,eld
Doug Ikenberry
Vice Praident and Wholesaler

MINNSSOTA
Shorewood
David Gunter

Vice President and who[~aler

White Bear Lake
Gary Keller

Regional Manager

MARWD

Crofmn
Dan Murphy

Vice President and Wholesaler

Mrssc)uRI
St. Charles
Bill Rader
Vice President and Wholesaler

Sr. Louis
John Gilliam
Regional Manager

PENNSVLVANm

Pittsburgh
Nick Bellino
Vice Presidenr

Eastern Sales Director

TW
Leander
Jim Frarddin

Vice President and ~olesaler

Cnnroe
Stuarr Taylor
Vice President and Wholesaler

WASHINGTON

Vancouver
Doug Jacobs

Vice Presidenr and wholesaler

Connimg Asset
Management Company

Real Etate and Mortguge
Loan O#ces
ARL20NA

Phoenix
Robert Long, CRA

District Vice President

CALIFORNIA

Anaheim
Thomas E. Nleman, CPM, FLMI

District Vice President

San Ramon
M,chael D. Fisk, CFA
District Vice President

COLORADO

Denver

Rance K. Nakama, CFA
District Vice President

William R. McClure, MAI, CCIM

Vice Pr~ident

FLORIDA

Orlando
Robert M. Poole

District Vice President

GEORGU

Atlanta

Joe T. Komsec
District Vice President

ILLINOIS

Chicago
Roy L. Bierschenk

District Vice President

MISSOURI
St. Lnuis
Fred H. Helfrich

District Vice President

NEW YORK
New York Cky
Gregory Wlte

Senior Vice President

TW

Dallas
J. Ken Scoggins, SRPA, CPM
District Vice President

WASHINGTON,D.C.

Gary M. Burris, CCIM
District Vice President
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WmT THEIMSA LOGOMEANS

INSURANCE

MARKETPLACE

STANDARDS

ASSOCIATION

Five GenAmerica companies –

General American, Cova, GeneraLife,

Paragon, and Security Equity — have

become charter members in the

Insurance Marketplace Standards

Association, which allows them to use

the IMSA symbol with their marketing

and communication material.

IMSA is an independent, voluntary

organization created by the life

insurance industry. Its purpose is to

help ensure that member companies

meet and maintain high standards of

ethical conduct in their dealings

with consumers. In 1998 the

Get-LAmerica companies completed a

vigorous self assessment — plus an

assessment by an independent

examiner — before they could be

admitted to IMSA membership.

The IMSA standards include:

● Maintaining policies and

procedures that demonstrate a

commitment to honesty, fairness,

and integrity in all client contacts

involving the sales and

.

.

.

●

service of individual life and

annuity products.

Emphasizing to all associates and

distributors the concept of ethical

market conduct through ongoing

communication projects.

Reviewing our advertising

materials regulatly for

clarity, honesty, and fairness.

Examining our sales material

continually to ensure they are up-to-

date, accurate, and in accordance

with current laws and regulations.

Monitoring the sales process

carefully, on a regular basis, to obtain

and respond to client feedback.

Engaging in fair and active

competition, consistent with state

and federal laws, and

communic~ting this practice to

distributors and sales associates.

The GenAmerica companies have in

place a system to review all new

product materials through both the

Law Division and the

Communications Division. For

equity-linked products, there’s

further review by Walnut Street

Securities, our broker-dealer, as well

as by the National Association of

Securities Dealers. And we have

undertaken a special review of

materials already in use.

There is a written code of ethics. We

expect all home office associates to

know it and abide by it. If the need

should arise, we have a quick

response system for client concerns.

We maintain constant vigilance

because we understand that our

consumers’ perception of reality is as

important as the reality itself.

At GenAmerica Corporation we have

always tried to do everything possible

to earn and retain our customers’

confidence. Our dedication to these

principles continues. We believe that

everyone who has a business

relationship with us has every right

to expect the highest ethical

standards in the marketplace.






