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Type: Mutual S&P: AA-/Stable

Business Description

OneAmerica Financial Partners, Inc. is 100% owned by American United Mutual Insurance Holding Co. OneAmerica has three primary
operating insurance subsidiaries: American United Life Insurance Co., State Life Insurance Co., and Pioneer Mutual Life Insurance Co.
In 2015 OneAmerica acquired BMO Retirement Services, Bank of Montreal’s U.S. retirement services business and in 2014 OneAmerica
acquired City National Bank Retirement Services.

Operating Segments
OneAmerica operates in three core business segments: Individual Life and Financial Services (ILFS) contributing 75% of GAAP pre-tax
operating earnings, Retirement Services (RS) contributing 22% of earnings and Employee Benefits contributing 3% of earnings.

Individual Life and Financial Services segment comprises of life insurance, annuities and asset-based long-term care products. Life-
based long term care products contributed 43% of in-force reserves, while traditional life contributed 26% of reserves, annuity-based
long term care was 16% of reserves and 15% of reserves was in other annuities, mostly fixed and indexed products. OneAmerica has the
second-largest market share in life-based and annuity-based long term care market.

Retirement Services segment includes defined contribution, defined benefit and employee stock ownership plan businesses.
OneAmerica is a premier provider of defined contribution plans in a small to midsize market. Pension risk transfer business is a new
strategic focus for the company with the focus on smaller pension plans of $5-100 mn and potential expansion into $200 mn+ plan
market. PRT business has grown from startup in 2015 to $2.4 bn in reserves in 2020. OneAmerica entered stable value wrap business in
4Q2017 with a plan to issue $1.6 bn in assets under administration.

Employee Benefits segment includes group life and disability insurance offered primarily to small and medium-sized employer groups
and their employees. Group products are offered at the workplace which provides distribution platform for individual products.
Employee Benefits segment targets underserved middle-America market. The business had 1.1 mn+ in-force covered lives as of YE2020.

OneAmerica has a growing career agency force and diversified distribution network. The company’s sales force is productive and the
company has high customer retention rates. OneAmerica’s product risk profile is well diversified with lower risk products, such as
traditional life insurance and defined contribution products complemented by moderate risk products such as Asset-Care (whole life
and long term care combo) and Annuity Care (annuity and long term care combo). In 2017 Care Solutions closed two reinsurance deals
with Hannover Re and London Life, which provides capital relief for future growth, as well as additional risk protection for the product.

Financial Performance

During 2020 OneAmerica reported total sales of $3.4 bn, down 12% y/y and statutory premiums and trust deposits of $7.95 bn, down
2% y/y due to disruptions caused by COVID-19. In 2020 OneAmerica reported GAAP adjusted revenues of $2.2 bn, up 4% y/y and core
pre-tax operating income of $158 mn, up 23% y/y and net income of $129 mn, up 12% y/y. Core pre-tax operating income exceeded
plan by $3.2 mn driven by strong results in Institutional Markets and ILFS businesses and management actions, which offset COVID-19
and equity market headwinds. Adjusted revenues were below plan by 8% due to lower than expected sales but better than prior year by
4%. Sales results were impacted by COVID-19 ending 18% below plan. During 2020 assets under administration increased 13% to $98
bn, with a compounded annual growth rate of 6% over the past five years. Customer retention has remained consistently high over time
and was at 94% in 2020.
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2020 sales by segment were as follows: ILFS (unweighted) sales of $556 mn, down 49% from 2019; Employee Benefits sales of $52 mn,
down 40% from 2019 and Retirement Services of $2.8 bn (including PRT), up 3% from 2019. Over the past three years, annual adjusted
revenue growth rate was 9%, led by 19% in Employee Benefits, 9.6% growth rate in ILFS and 2.1% in Retirement Services. GAAP pretax
earnings were as follows: $124 mn in ILFS, $42 mn in Retirement Services and ($9) mn in Employee Benefits.

OneAmerica targets core GAAP pre-tax operating income of $160 and $170 mn in 2021 and 2022, respectively. Despite continued
interest rate pressure the insurer expects to be able to grow earnings over the period driven by strong retention, business growth
primarily from less interest sensitive products, investment account actions, in particular alternative assets, disciplined expense
management and decrease in COVID-19 claims.

Capital and Liquidity

As of 12/31/2020 OneAmerica had total statutory assets of $46 bn and statutory capital of $1.9 bn. Capitalization benefited from
retained earnings. As of YE2020 Enterprise Risk-Based Capital ratio was 467%, above 400% RBC target. American United Life
Insurance had Risk-Based Capital Ratio of 461% as of YE2020. GAAP Adjusted Equity was $2.5 bn at YE2020, up from $2.4 bn a year
ago. At YE2020 financial leverage was 15.8%, an increase from a year ago due to issuance of senior unsecured debt in 2020.

OneAmerica maintains strong liquidity with majority of liabilities with a low liquidity risk profile. The company has a solid framework
defining governance and reporting for Asset Liability Management. American United Life and State Life are members of Federal Home
Loan Bank of Indianapolis with funds used for operational cash flow management and as emergency liquidity source.

Investment Portfolio

OneAmerica maintains a diversified and conservative investment portfolio with total invested assets of $29.7 bn as of YE2020. Invested
assets were broken down as follows: 42% in public bonds, 16% in private placements, 19% in MBS/ABS, 14% in mortgage loans and 9%
in other assets (policy loans, stocks, cash, real estate, other). In 2018 the insurer increased allocation to high quality structured products
in lieu of corporates due to weakening market quality and credit metrics and decreased allocation to high yield bonds. OneAmerica has
below industry average allocation to high yield bonds with 4.3% of the bond portfolio. The company also has small allocations to
equities and alternative investments and larger than industry average allocation to bonds. The company’s bond portfolio is well
diversified across sectors and is concentrated in public bonds. Private placement bond portfolio provides diversity to the company’s
fixed income investments with strong covenant protection and historically higher recovery values. MBS/ABS securities portfolio is high
quality with average rating of AA+. Majority of ABS portfolio was invested in Collateralized Loan Obligations (CLOs) which is a new
asset class for OneAmerica. $1.9 bn CLO portfolio had weighted average quality of AA as it is invested in higher quality tranches of the
CLO structure and 89% of the portfolio was floating rate based. Commercial mortgage loan portfolio of 745 loans and an average loan
size of $5 mn was well diversified across sectors (retail 34%, industrial 28%, apartment 24%, office/medical 12% and other 2%).
Commercial mortgage loan portfolio has a strong credit quality with weighted average LTV of 42%, minimal loss history, and the
company is committed to maintaining high underwriting standards on new loans. OneAmerica emphasizes strong risk management
with expectation for better-than-industry loss experience, as well as focuses on actively managing portfolio concentrations and
maintaining considerable excess liquidity.

Strengths:
e Good competitive positions in its business lines, particularly in its niche care solutions business.
e  Consistent sales growth across product lines.
e  Strong capital levels and conservative investment portfolio.

Weaknesses:
e Relatively smaller scale vs. competitors.
e  Concentration of combination insurance/annuity and long-term care products.
e  Longevity risk in pension risk transfer business.
e Low interest rates pressuring margins.
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Key Statistics — OneAmerica Financial Partners, Inc.

($ millions) 2020 2019 2018 2017 2016
Total Assets without Separate Account $30,006 $24,857 $23,409 $22,396 $19,346
Separate Account Assets $16,377 $16,377 $13,588 $14,755 $12,858
Total Assets $46,382 $41,234 $36,997 $37,151 $32,203
Capital & Surplus $1,911 $1,613 $1,595 $1,502 $1,467
Net Gain from Operations before Tax $40 $98 $113 $114 $118
Net Realized Capital Gains (Losses) $5 ($4) $10 $4 ($1)
Net Income $18 $57 $111 $75 $68
Return on Average Assets (Stat.) 0.04% 0.14% 0.30% 0.22% 0.22%
Return on Average Equity (Stat.) 1.00% 3.53% 7.18% 5.04% 4.72%
RBC Ratio (ACL) 924.86% 892.96% 864.40% 822.65% 909.32%

Sources: Company Statutory Filings

Mellon Investments Corporation (“Mellon”) is a registered investment advisor and subsidiary of The Bank of New York Mellon Corporation ("BNY Mellon"). The Firm
also includes assets managed by Mellon personnel acting as dual officers of affiliated companies. AUM, client and employee counts are as of the most recent quarter
end, unless noted otherwise. Where applicable, assets include discretionary and non-discretionary assets, the notional value of overlay strategies, and assets managed
by investment personnel acting in their capacity as officers of affiliated entities. ESG assets include assets managed in fundamental active strategies, custom ESG
strategies, and assets managed in accordance with client directed SRI guidelines. BNY Mellon Investment Management is one of the world’s leading investment
management organizations and one of the top U.S. wealth managers, encompassing BNY Mellon’s affiliated investment management firms, wealth management
organization and global distribution companies. BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may also be used as a generic
term to reference the Corporation as a whole or its various subsidiaries generally.

Mellon’s investment capabilities in fixed income, equities and multi-asset, and liquidity will be realigned with Insight Investment (Insight), Newton Investment
Management (Newton) and Dreyfus Cash Investment Strategies (the “Reorganization”). The Reorganization is expected to occur in August 2021. As part of the
Reorganization, Mellon’s fixed income capabilities will transition to Insight, Mellon’s equity and multi-asset capabilities will be transitioned to Newton, and Mellon will
continue to operate its cash and liquidity business under the brand of Dreyfus Cash Investment Strategies. There will be no change to the firms’ investment processes
or philosophies during the transition period as a result of the change. Following the transition period, Mellon will continue to deliver institutional equity and fixed
income index management.

The Bank of New York Mellon, a New York state chartered banking institution, is the discretionary trustee for its bank-maintained collective investment funds which
include any funds presented. The Bank of New York Mellon is responsible for the management of the Funds, including the custody of Fund assets. Employees of Mellon
Investments Corporation (“Mellon”) manage the assets of the Funds in their capacity as dual officers of The Bank of New York Mellon. The Bank of New York Mellon
and Mellon are subsidiaries of The Bank of New York Mellon Corporation. Any collective investment funds presented are not deposits of, and are not insured or
guaranteed by, any bank, the FDIC or any other government agency. Please refer to the fund’s Schedule A for important additional information.

This document may not be used for the purpose of an offer or solicitation in any jurisdiction or in any circumstances in which such offer or solicitation is unlawful or
not authorized. This material (or any portion thereof) may not be copied or distributed without Mellon’s prior written approval.

Statements are current as of the date of the material only.

The following provides a simplified example of the cumulative effect of management fees on investment performance: An annual management fee of 0.80% applied
over a five-year period to a $100 million portfolio with an annualized gross return of 10% would reduce the value of the portfolio from $161,051,000 to $154,783,041.
The actual investment advisory fees incurred by clients may vary depending on account size, structure, cash flow and other account-specific factors. Mellon’s standard
fees are shown in Part 2A of its Form ADV.

No investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment. Past results are not indicative of future
performance and are no guarantee that losses will not occur in the future. Future returns are not guaranteed and a loss of principal may occur.

Performance is expressed in U.S. dollars unless noted otherwise. Performance results for one year and less are not annualized. Many factors affect performance
including changes in market conditions and interest rates and in response to other economic, political, or financial developments.

To derive Ten Largest Holdings, Characteristics, Economic Sector Weightings, Country Weightings and Portfolio Holdings for presentation purposes, a representative
institutional account (“Account”) has been identified to be used as a proxy for the strategy. The information provided in this document should not be considered a
recommendation to purchase or sell any particular security. There is no assurance that any securities discussed herein will remain in an account’s portfolio at the time
you receive this report or that securities sold have not been repurchased. The securities discussed do not represent an Account’s entire portfolio and in the aggregate
may represent only a small percentage of an Account’s portfolio holdings. It should not be assumed that any of the securities transactions or holdings discussed were
or will prove to be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will equal the investment performance
of the securities discussed herein.

Some information contained herein has been obtained from third-party sources that are believed to be reliable, but the information has not been independently verified
by Mellon. Mellon makes no representations as to the accuracy or the completeness of such information and has no obligation to revise or update any statement herein
for any reason.
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Charts and graphs herein are provided as illustrations only and are not meant to be guarantees of any return. The illustrations are based upon certain assumptions that
may or may not turn out to be true.

The use of corporate names or logos in this presentation, other than those of Mellon or its affiliates, is for illustrative purposes only and rights to any logos, trademarks
or servicemarks are owned by their respective entities. It is not known whether the listed companies endorse or disapprove of Mellon or any advisory services provided.

Mellon claims compliance with the CFA Institute Asset Manager Code of Professional Conduct. This claim has not been verified by CFA Institute.

The indices referred to herein are used for comparative and informational purposes only and have been selected because they are generally considered to be
representative of certain markets. Comparisons to indices as benchmarks have limitations because indices have volatility and other material characteristics that may
differ from the portfolio, investment or hedge to which they are compared. The providers of the indices referred to herein are not affiliated with Mellon, do not endorse,
sponsor, sell or promote the investment strategies or products mentioned herein and they make no representation regarding the advisability of investing in the products
and strategies described herein. Please see Mellon.com for important index licensing information.
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