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VIA EMAIL AND FIRST CLASS MAIL

Ms. Kelly Cairns

Office of Insurance Cominissioner
Hearings Unit

I O. Box 40255

Olympia, WA 98504-0255

Re:  Inthe Matter of the Acquisition of Control of Western United Life Assurance
Company by Central United Life Insurance Company, Case No. 13-0033

Dear Ms. Cairns:

Enclosed for filing on behalf of Central United Life Insurance Company, please find the
Notice of Appearance, Applicant’s Opening Statement, Applicant’s Closing Siatemeni and the
Pre-Filed Testimony of Daniel George in the above-styled case.

By copy of tlus letter I have forwarded copies of same to all counsel of record, Thank
you for your assistance in this matter. '

MITCHEIT., WILI, S, )SELIG,
GATES & WOORYARD, P.L.L.C.

By

Ay

Burnie Bume

BB/dp
Enclosures

cc:  (via H-mail w/enclosures)
Mr, Alex Cochran
“Mr. Don Kelley
Ms, Robin Aronsen
Mz, Ronald Pastuch

Mitchell, Williams, Selig, Gates & Woodyard, P.L.L.C. | Altortieys at Law

Arkansas- Texas- New York | MirtcheltWilliamsbLaw.com




BEFORE THE STATE OF WASHINGTONFl LED
OFFICE, OF THE INSURANCE COMMISSIONER
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In the Matter of the )
Acquisition of Control of: )
) sings Unll, DIC
WESTERN UNITED LIFE ) B atanian 5
ASSURANCE COMPANY, ) NO. 13-0035 st = maarany il *
) _ :
) .
By: ); NOTICE OF APPEARANCE
)
CENTRAL UNITED LIFE )
INSURANCE COMPANY. )
)
)
TO: OFFICE OF THE INSURANCE COMMISSIONER

AND TO: ALL PARTIES AND THEIR COUNSEL
Mitchell, Williams, Selig, Gates & Woodyard, P.I..1..C. hereby enters this Notice of
Appearance as counsel for Central United Life Insurance Company, the Applicant in the above-

entitled action relating to the acquisition of Western United Life Assurance Company and

requests that all further notices, motions, papers and pleadings, except original process, be served

upon the undersigned attorneys at the address stated below:

Burnie Burner Ark Monroe

MITCHELL, WILLIAMS, SELIG, MITCHELL, WILLIAMS, SELIG,

GATES & WOODYARD, P.LL.L.C. GATES & WOODYARD, P.L.L.C.

106 E. Sixth Street 425 West Capitol Avenue, Suite 1800
Suite 300 Little Rock, AR 72201

Austin, TX 78701-3661 Phone: 501-688-8800

Telephone: 512-480-5100 Fax: 501-688-8807

Fax: 512-322-0301 amonroc(@mwlaw.com

bburner@mwlaw.com

2572150.3



DATED: March {4 , 2013

NOTICE OF APPEARANCE - 2

MIFCHE ,Wél}-ﬁ@&?, SELIG, GATES &
P

/' OODYARD,E.I..
“

{ g . \ N

Bum‘ic'ﬁ-umcr, Texas State Bar # 03425700
Ark Monroe, Arkansas State Bar #67041
Altorneys for Western United Life Assurance
Company




CERTIFICATE OF SERVICE

I, Burnie Burner, do hereby certify that a copy of the foregoing was sent via email and

U.S. Mail on this (f.ﬁ”’day of March 2013, to the following:

Alex Cochran

DEBEVOISE & PLIMPTON LLP
919 Third Avenue

New York, NY 10022
arcochra(@debeyoise.com

Don Kelley

WosTERN UNITED LIFE ASSURANCE COMPANY

929 W. Sprague Avenue
Spokane, WA 99201-4014
donk@wula.com

Robin Aronson

OFFICE OF INSURANCE COMMISSIONER
Legal Affairs Division

P.O. Box 40255

Olympia, WA 98504-0255
robina(@oic.wa.govy

Kelly Caims

Orrici or INSURANCE COMMISSIONER
Hearings Unit

P.O. Box 40255

Olympta, WA 98504-0255
kellve(@oic.wa.gav

Ronald [, Pastuch

OFFICE OF INSURANCE COMMISSIONER
Company Supetvision Division

P.O. Box 40255

Olympia, WA 98504-0255
ronpE@oic. wa. gov

NOTICE OF APPEARANCE - 3
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BEFORE THE STATE OF WASHING TO]‘}“’l LED
OFFICE OF THE INSURANCE COMMISSIONER
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[n the Matter of the 3
Acquisition of Control of: )
) Hecrings Unl, DIC
WESTERN UNITED LIFE ) Paatleong Lr Pobstson
ASSURANCE COMPANY, ) NO. 13-0083 " rwvuiiiviner
)
)
By: ) APPLICANT’S OPENING
) STATEMENT
CENTRAL UNITED LIFE )
INSURANCE COMPANY. )
)
)

1. INTRODUCTION

Your Honor, my name 18 Burnie Burner, 1am an attorney with the Austin, Texas office
of the law firm of Mitchell Willtams, Sclig, Gates & Woodyard, P.L.L.C,, and it is my privilege
to appear this morning on behalf of the Applicant, Central United Life Insurance Company.

H. EVIDENCE

This is a hearing to consider the Form A application which was submitted to the Office of
the Insurance Commissioner on December 14, 2012, requesting approval of the proposed
acquisition of Western United T.ife Assurance Company (“Western United”) by Central United
Life Insurance Company (“Central United™).

The Form A filed with the Office of the Insurance Commissioner, {ogether with
supplemental information provided to the Commissioner, included all information required by
applicable statute and regulation, The Form A identified the parties and fully described the

proposed transaction, The Office of the Insurance Commissioner carefully reviewed the Form A
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and determined that it is a complete filing within the mcaning of RCW 48,31B.015 and all other
Icgal requirements.
II. RELIEF REQUESTED

The standards for the review of this application are contained in RCW 48.31B.015(4).
Central United has submitied the Pre-filed Direct Written Testimony of Daniel George, President
of Central United, to address those standards, the transaction and the additional information
provided in the Form A and supplemcntal information.

Mr, George’s testimony describes the operations of Central United, and its alfiliates, the
financial condition of Central United and the future plans for Western United,

Mr. George’s testimony also specifically addresses each of the six standards contained in
RCW 48.31B.015(4). In short, this testimony establishes that the proposed transaction docs not
violate any of the six standards for review outlined in RCS 48,31B.015(4),

We anticipate that testimony offered on behalf of the OIC will attest to the completeness
of the Form A and the supplemental response and the absence of any statutory or other basis for
disapproval.

Pre-filed writicn testimony from Western United also supports a conelusion that the
cvidence docs not supporl a determination that the proposcd {ransaction violates any ol the six

statutory standards [or review contained in RCW 48.31B.015(4).

1v. CONCLUSION

We believe the testimony and documentary evidence from the Office of the Insurance
Commissionct, Central United and Wostern United will demonstrate, without oxcoption, that the

evidence does nol support a determination that proposed transaction violates any of the six

APPLICANT’S OPENING STATEMENT - 2



statutory standards for review conlained in RCW 48.31B.,015(4), and the acquisition of control of

Western United should be approved.

DATED: March {5, 2013

APPLICANT’S QPENING STATEMENT - 3

MITCBELL/WILLI
WOODYARD, P.LY.C.

S, SELIG, GATES &

BurnickBurncr, Texas Statc Bar # 03425700

Ark Monroe, Arkansas State Bar #67041 : ?
Attorneys for Central United Life Inusrance '
Company



CERTIFICATE OF SERVICE

1, Burnie Bur‘;@‘«, do hereby certify that a copy of the foregoing was sent via email and
U.S. Mail on this {# day of March 2013, to the following;

Alex Cochran

DEBEVOISE & PLIMPTON LLP
919 Third Avenue

New Yorlk, NY 10022
arcochraf@debevoise.com

Don Kelley

‘WRESTERN UNITED LIFE ASSURANCE COMPANY
929 W, Sprague Avenuc

Spokane, WA 99201-4014

donk({@wula,com

Robin Aronson

OFFICE OF INSURANCE COMMISSIONER
Legal Affairs Division

P.O. Box 40255

Olympia, WA 98504-0255
robina@oic. wa.gov

Kelly Cairns

OFFICE OF INSURANCE COMMISSIONER
Hearings Unit

P.O. Box 40255

Olympia, WA 98504-0255
kellvet@oic.wa.gov

Ronald J, Pastuch
OFFICE OF INSURANCE COMMISSIONER

Company Supervision Division -
P.O. Box 40255 o
Olympia, WA 98504-0255 e

ronp@oic, Wil gov (

Burnie Burner
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BEFORE THE STATE OF WASHINGTON E“i EJ:D
OFFICE OF THE INSURANCE COMMISSIONER

In the Matter of the ) MIHAR 19 A B 25
Acquisition of Control of: ) _
) , o
WESTERN UNITED LIFE ) Heaings Unit, bIC,
ASSURANCE COMPANY, ) NO. 13-0033 Chis = cseaid « bmr
)
)
By: ) APPLICANT’S CLOSING
) STATEMENT
CENTRAIL UNITED LIFE )
INSURANCE COMPANY, )
)
Applicant. )
)

As the testimony and documentary evidence introduced al the hearing demonstraices, the
Applicant, Central United Life Insurance Company (“Central United”) has met all due
requitements of Chapter 48.31B, Revised Code of Washington. Central United submitted a
detailed and verified Form A application to the Washington State Office of the Insurance
Commissioner. The Insurance Commissioner’s staff requested additional information to which
CUL provided timely responses.  Mr. Pastuch, of the Company Supervision Division of the
Office of Insurance Commissioner, testified the Applicant’s Form A, together with its exhibits
and the supplemental information provided, is complete, and the OIC requested a hearing to be
scheduled to consider the Form A application.

The Hearings Officer conducled thc hearing, taking testimony -aﬁd accepting
documentary evidence in support of the Form A application. RCW 48.31B.015(4)(a) provides
that “the commissioner shall approve a merger or other acquisition of control . . . unless, after a
public hearing thercon, he or she finds” that any of the six identificd bases for disapproval set

forth in that statule exists.
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In addressing these provisions, Mr, Daniel George, who testified on behalf of Central
United, and Mr, Dalc Whitncy, who testificd on behalf of Western United, demonstrated that the
proposed transaction does not violate any of the six standards for review outlined in RCW
48.31B.015(4).

Thus, the hearing testimony and other evidence offered at the hearing by Central United,
Western United and the Office of the Insurance Commissioncr cstablishes, without exception,
that none of the statuiory bases for disapproval exist. The evidence also establishes that there
have been no objections to the proposed acquisition.

On behalf of Central United, we respectfully request that the Hearing Officer approve the
acquisition on behalf of the Office of the Insurance Commissioner.

DATED: March G , 2013

MITC/HEL \ W]LLIA{QS, SELIG, GATES &
?’OODY RD,P.L.LE,

- 4~
Bumic\Bujmcr, Texas State Bar # 03425700
Ark Monroe, Arkansas State Bar #67041
Attorneys for Central United Life Insurance
Company
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CERTIFICATE OF SKRVICE

1, Burnic Burnge-do hereby certify that a copy of the forcgoing was sent via ematil and !
17.8. Mail on this _ff&ay of March 2013, to the following: =
Alex Cochran
DEBEVOISE & PLivPTON LLP
919 Third Avenue
New York, NY 10022

Don Kelley

WESTERN UNITED LIFE ASSURANCE COMPANY
929 W. Sprague Avenue

Spokane, WA 99201-4014

donk@wula.com

Robin Aronson

OrrFiCE OF INSURANCE COMMISSIONLER
Legal Affairs Division

P.O. Box 40255

Otympia, WA 98504-0255
robinafuoic. wa.gov

Kelly Cairns

OFFICE OF INSURANCE COMMISSIONER
Hearings Unit |
P.O. Box 40255

Olympia, WA 98504-0255
kellyet@oic.wa.gov

Ronald J. Pastuch

OFFICE OF INSURANCE COMMISSIONER
Company Supervision Diviston

P.O. Box 40255

Olympia, WA 98504-0255
ronp@oic.wa.gov

N

0../_\"'"
Burnie Burner
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BEFORE TIIE STATE OF WASHINGTON FBLED
OFFICE OF THE INSURANCE COMMISSIONER

In the Matter of the ) B/ HAR 19 A G Zb
Acquisition of Contro] of: )
) ) et "
WESTERN UNITED LIFE ) f,!if;i—j_’fj‘ﬁ:j I
ASSURANCE COMPANYg ) NO. 13'9933 Ch'i:‘f R NIRRT
)
)
By: )
)
CENTRAL UNITED LIFE )
INSURANCE COMPANY, )
)
Applicant, )
)
PRE-FILED TESTIMONY OF DANIEL GEORGE,
Introduction

1. Pleasc state your name for the record.
ANSWER: Daniel George
2. Can you state for the record your purpose for being here today?

ANSWER: I appear today as the President of the Applicant to testify in support of
the Form A application which is the subject of this hearing,

3. What company filed the Form A Statement?

ANSWER: Central United Life Insurance Company, an Arkansas domiciled life
insurance company, with ifs administrative offices in Housfon, Texas.

4. Please describe your educational background.

ANSWER: I hold a Bachclor of Arts degree in Economics from the University of
Houston and the insurance industry designations of FLMI, CLU, and ChFC.

5. How long have you been employed by your current employer?
ANSWER: 27 years.

6. Please describe your previous employment positions.

2672434 5



ANSWER: My career-level employment began with my current employer, and I
have no material previous employment.

7. What is the basis for your information and knowledge about the Proposed Acquisition
that is described in the Form A Statement?

ANSWER: 1 am the President of Central United and its affiliated insurance
companies, and I am familiar with its operation and financial conditions. 1
participated in the negotiation of the terms of the Stock Purchasc Agreement and
participated in the due diligence review of Western United.

8. As part of this involvement, have you reviewed the Form A Statement as supplemented
and the supplemental information and materials provided to the Washington State Office
of the Insurance Commissioner relating to the Proposed Acquisition, as already admitted
into evidence as exhibits to this hearing?

ANSWER: As President of Central United T directed the preparation of the Form A
Statement and signed it for filing with the Office of Insurance Commissioner, }
prepared and/or reviewed all of the information contained in the Form A and in our
supplemental responses.

9. Do you believe that the Form A Statement and the supplemental information and
materials provided to the Department are complele, {rue and current in all material
respects?

ANSWER: YES.

Corporate Structure of CUL and Affiliates

10. Plcase describe the corporate structurc of Central United.

ANSWER: Central United is a stock life insurance company owned by Harris
Insurance Holdings. Central United owns Manhattan Life Insurance Company
{NY) and Investors Consolidated Life Insurance Company (NH). Manhattan Life
owns Family Life Insurance Company (TX),

11. Plcasc describe the operations of Central United.

ANSWEIR: Central United is operated with the other members of the group from
administrative offices in Houston, Texas. The company insures and services life,
annuity and health insurance policies on company-owned systems using commercial
and custom administrative software,

12, Please provide information regarding any subsequent material change in the financial
condition, management, organization or operations of any person who was acquired by
Central United over the past 5 years.

ANSWER: Ccatral United has not made an acquisition in the past § vears.

Pre-FILeD TESTIMONY OF DANIEL GEORGE - 2



Operations of WHILA

13. Please hriefly describe WULA.

ANSWER: Western United is a Washington-domiciled annuity company with its
home office and administrative office in Spokane, Washingten.

Description of the Proposed Acquisition

14. Please provide a brief description of the principal components of the Proposed
Acquisition.

ANSWER: If approved, the acquisition will be accomplished through a Stock :
Purchase Agreement in which Central United will acquire all of the issued and i
outstanding sharcs of Westerm United from the current ewner, Global Life ;
Iloldings, LL.C. The purchase price is $30 million to be paid in cash at closing. Also ‘
at closing, Global will repay Western United the existing $8.3 million subordinated
note, adding $8.3 million to Western United’s policyholder surplus.

Immediately after closing, Central United will contribute to Western United al} of
the issued and outstanding stock of Investors Consolidated Insurance Company, a
New Hampshire company. This contribution will increase the policyholder surplus
of Western United by the surplus of Investors Consolidated which was
approximately §7.4 million as of December 31, 2012,

The cash to consummate the transaction is all internally generated by Central
United and is currently available for closing,

The current officers and directors of Western United will be replaced by individuals
currently involved in the successful operation of Central United and its affiliates.
The majority of the current management of Western United and its other employees
will be retained.

There are no plans to move the company from its current location; however, certain
administrative functions will be consolidated with the operations of the other
insurance companies in the group in Houston upon the Department’s approvat of
the appropriate Administrative Services Agreement,

The Business Plan is for Western United to continue ifs current annuity business
with its current staff and a gradunal expansion into additional states.

15. What prompted Central United to pursue the acquisition of Western United?

ANSWER: Central United currently has a good and diversified set of product lines i
including lifc insurance and health insurance. Central United docs not have a
presence in the annuity business and the acquisition of Western United would allow
Central United (o diversily ils product lines with the addition of annuities.

PRE-FILED TESTIMONY OF DANIEEL GEORGE - 3 !



i6.

17.

18.

19.

Financial Condition of Central United

What entities will own or control Western United following the Proposed Acquisition?

ANSWER: Central United will own 100% of Western United stock following the
acquisition.

What is the total consideration to be paid in connection with the Proposed Acquisition?
ANSWER: $30 million in cash,
How will the purchasc price be funded?

ANSWER: Ceniral United has accumulated the $30 million in cash necessary to
fund the purchase price.

How wecre the terms of the Proposced Acquisition reachcd?

ANSWER: The terms of Stock Purchase Agreement were negotiated with the Seller
in arms length negotiations.

20, Describe gencrally the financial condition of Central United.

21,

22,

Bencfits of the Proposcd Acquisition and Future Plans for Western United

ANSWER: Central United has $59.7 million of capital and surplus as of December
31, 2012 and has had pesitive net income and surplus growth in each year of the
past 5 year period,

Will the Proposed Acquisilion have a direct impact on {he financial condition of Western
United?

ANSWER: The acquisition will improve the financial condition of Western United.
'The policyholder surplus of Western United will increase by over $15 million as a
result of the acquisition. The Seller, Global, will repay the outstanding
subordinated note at closing, infusing $8.3 millien in cash to Western United, and
Central United will eontribute the stock of Investor Consolidated Life to Western
United, increasing its surplus by an additional $7.4 millien.

Does Central United’s future plans for Western United include any anticipated dividend
payments?

ANSWER: Central United does net have any plans for fulure dividends from
Western United.

23.

Pre-FILED TESTIMONY OF DANIEL GEORGE - 4
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24.

25.

26.

27.

28.

29.

30.

ANSWER: The primary benefit is that Western United’s surplus is increased by
more than $15 millien as a result of the Proposed Acquisition which improves the
financial security of the company. Secondarily, Western United will be able to
expand its policyholder base with the additional capital which will ensare that
Western United remains strong into the future,

Would you please summarize what is contemplated in terms of your future plans for
Western United?

ANSWER: Central United plans to continue to operate Western United from its
Spokane Home Office and to continue to write annuities in the states in which
Western United has an existing sales force. Furthermore, we expect to expand
Western United’s distribution of annuities into additional states.

What actions does Central United plan to take with respect to the handling of customer
complaints?

ANSWIER: Western United has not had a complaint profile and Central United
intends to keep the current service staff in place in Spokane, Washington in order to
maintain a high level of service. Any complaints that are received will continue to
be handled in a prompt and professional manner.

In view of your role in the transaction on behalf of Central United, would you normally
be aware of any objections or concerns that would have been reecived by Western United
with respect to the transaction?

ANSWER: YES

Have any objections or concerns been received by Central United or Western United with
respect to the transaction’?

ANSWER: NO

Will Western United honor ils commitment to all its policy and other contract rights and
obligations?

ANSWER: YES

Statutery Questions

Following the acquisition, is there any reason Western United will not be ablc to satisfy
the requirements for the issuance of a license to write the line or lines of insurance for
which it is presently licensed?

ANSWER: NO

Will the effect of the acquisition substantially lessen competition or tend to create a
monopoly in insurance in Wagshingion?

PRE-FI1.F1Y TESTIMONY OF DANIEL GEORGE - 5



ANSWER: NO. Central United and its affiliates write no annuities in Washington
or ¢lsewhere,

31. Is the financial condition of Central United and its affiliates such as might jeopardize the
financial stability of Western United?

ANSWER: NO

32. Are the plans or proposals of Central United to liquidate Western United, scll its asscts,
consolidate or merge it with any person, or to make any other material change in its
business ot corporate struchire or management, unfair and unreasonable to the
policyholders of Western United and not in the public interest?

ANSWER: NO

33. Are the competence, experience and integrity of thosc persons who would control the
opcration of the insurer such it would not be in the interest of the policyholders of
Weslern United and of the public fo permil the merger or other acquisition of control?

ANSWER: NO

34. Is the acquisition likely 10 hazardous to prejudicial to the insurance buying public?
ANSWER: NO

Conclusion

35. Assuming approval by the Washington Statc Office of the Insurance Commissioner,
when do you anticipate closing the Proposcd Acquisition?

ANSWER: On or before March 31, 2013

The above testimony is frue, correct and complere fo the best of my knowledge and given

subject 1o the laws of perjury of the state of Wadhington

Name: Daniel George
Title: President of Central Umted Life Insurance
Company

Date: March !_'i_, 2013
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