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Unknown

From: RN
Sent:  Tuesday, October 19, 2004 9:02 AM
To: Reid Buerger; iGN

Cc: SRR
Subject: RE: Meeting Summary - 10/11 - 10/15

Yes, | informed him that (NN did not shop cases to CF and that we are the mkt leader (50%+ mkt share).
The other cases were declined for various reasons (too much cash, not enough change in health).

He could be BIG.

Regional Vice President
Coventry First

7111 Valley Green Road
Fort Washington, PA 19034
TEL

FAX
SR S coventryfirst.com

www.coventryfirst.com

This transmission contains proprietary, confidential and/or privileged information which may be read and/or used
only if received by the intended recipient. Any dissemination, distribution or copying of this e-mail, and any
attachments thereto by unauthorized users is strictly prohibited. If you have received this email in error, please
respond to the sender or call us at

---—-Original Message--—-

From: Reid Buerger

Sent: Monday, October 18, 2004 10:03 PM

To: D

Cc: m Reid Buerger; (NG

Subject: RE: Meeting Summary - 10/11 - 10/15

- i assume you made the point that il does not have a deal with us. What
happened to the 4 cases he did not place? Are there any more policies on the 2 insureds he did place?

----- Original Message-----
From:

Sent: Manday, October 18, 2004 9:45 PM
To:

Cc: AR Reid Buerger; UGN

Subject: Meeting Summary - 10/11 - 10/15

Monday, October 11th

1/10/2006

COV - 1029983
Confidential / Trade Secrets
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Unknown

From: Neal Jacobs

Sent:  Friday, April 30, 2004 9:49 AM

To: Accounting; Analysts; CASE MANAGERS
Subject: case update - az

SRR GNP - total gross offer of $1.473M contingent on receipt of letter signed by insured
stating they are currently a Cigarette smoker and how many cigarettes they smoke per day and pohcy 255 is past
contestability period — sec Sl before sending offer letter

Neal Jacobs

Director, Financial Underwriting
Coventry First

7111 Valley Green Road

Fort Washington, PA 19034
TEL S

FAX S
wcoventwﬁrst.com

www.coventryfirst.com

This transmission contains proprietary, confidential and/or privileged information which may be read and/or used
only if received by the intended recipient. Any dissemination, distribution or copying of this e-mail, and any
attachments thereto by unauthorized users is strictly prohibited. If you have received this emalil in error, please
respond to the sender or call us collect at

12/18/2005
COV ~ 1139212
Confidential / Trade Secrets
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uneet Kamath, CFA « kamaths|@bemstein.com » +1-212-756-4587
imothy Sledge, CFA » sledgetg @bemstein.com  +1-212-823-2697

Life Insurance Long View - Life Settlements Need Not Be
Unsettling

3/3/2005 YTD EPS PE
Closing Target Rel.
Ticker Rating CUR Price Price Pert. 2004A 2005E 2006E  2004A 2005E 2006E Yield

AFL O UuUsD 39.00 46.00 -2.0% 2.29 2.63 3.03 17.0 14.8 129 1.1%
PFG -0 UsD 38.71 46.00 -5.3% 2.43 270 3.10 15.9 143 12.5 1.4%
PRU O UsD 57.30 66.00 4.4% 3.61 4.40 4.95 15.9 13.0 1.6 1.1%
NFS O UuUsD 37.07 43.00 -2.9% 3.45 3.60 3.90 10.7 10.3 9.5 1.9%
MET M USD 41.10 43.00 1.6% 3.51 3.60 3.95 11.7 11.4 104 1‘.1%
LNC M USD 46.75 49.00 0.3% 4.05 4.20 4.60 115 1.1 10.2 3.1%
JP M USD 48.87 49.00 -5.9% 3.85 410 4.45 127 1.9 11.0 3.1%
SPX 1210.47 66.00 70.00 74.50 183 173 16.2 2.0%

O - Outperform, M — Market-Perform, U - Underperform

Highlights

We expect the life settlement business, an emerging secondary market for life insurance, will grow more
than ten-fold to $160 billion over the next several years. Settlement companies purchase unwanted or
unneeded life insurance policies from individuals and ultimately collect the death benefits. These payments
are passed on to third-party institutional investors who are looking for returns that are not correlated with
existing portfolios. A key component to this growth expectation is that business is conducted in a
responsible manner. Poor sales practices by settlement firms could hamper growth and spark a new wave

of litigation.

At present, there is roughly $13 billion of total in force settlement business. While small compared to the
$9 trillion of individual life business on the industry’s books, the settlement market has grown about 8x
faster than non-traditional life insurance. We expect this growth rate differential will continue and could
expand over the next few decades, which will draw more attention to the settlement business.

In terms of this business’ near-term potential impact on the life insurance industry, conversations with
industry participants indicate a mixed picture. On the one hand, the American Council of Life Insurers, one
of the industry’s main trade groups, has stated their primary concern with settlements relates to proper
regulation and licensing of agents, which seems relatively innocuous in terms of profitability. In contrast,
other industry insiders have suggested rapid expansion of settlements could alter some of the assumptions
on which insurers base their profitability models, including lapse rates and mortality experience. As such,
life insurers could see lower returns on certain existing blocks, but we expect the impact on consolidated
profitability should be modest. That said, over the long-term, we feel the settlement business, if
conducted in a responsible manner, could have favorable ramifications for policyholders and the life

US. Insurance/l

See Disclosure Appendix of this report for important disclosures and analyst certifications.
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insurance industry. As such, we feel investors should closely monitor the development of this market.
We would summarize our thoughts in the following points:

¢ Sizing the Market: Small but Meaningful Growth Drivers Exist — Industry sources estimate that the
life settlement market has grown from $0 in the mid-1990s to around $13 billion today. While still small
within the context of the $9 trillion of individual life insurance in force, we see numerous drivers of
growth going forward. The first is the fact that individuals in the US are living longer. As such, they
may outlive the usefulness of their life insurance policies. We note that the target market for life
settlements (i.e., individuals above the age of 65) should grow by 90% over the next 25 years, more than
3x the 23% growth rate of the total US population. Second is the fact that the decline in interest rates
over the past several years could result in lower cash values within existing policies relative to prior
expectations. Third is the potential elimination of the estate tax, which may render many survivorship
policies obsolete. Lastly, the development of this market could result in a new fiduciary duty on the part
of financial planners to highlight this alternative to their clients. We feel these trends, coupled with low
current penetration of the target market (i.e., 3%), suggest the life settlement market has ample room to
grow, and we estimate that the total market could reach $160 billion over the next several years.

o Settlement Business Could Alter Assumptions Used in Policy Pricing — On the surface, the threat
posed by any expansion of the life settlement market may not be apparent. The fact that a settlement
company has assumed an individual’s policy means the insurer will continue to collect premiums.
Moreover, the ACLI has stated its primary concern of the settlement business relates to appropriate
legislation and licensing of agents, which seems relatively innocuous in terms of industry profitability.
That said, rapid expansion of the settlement business could adversely alter some of the experience
embedded in existing blocks of insurance business relative to prior expectations. Specifically, the
industry prices its products using long-term averages for lapse rates and mortality. To the extent that the
life settlement business causes adverse change in these assumptions, the industry could see lower retumns
on certain existing blocks of business, but we expect the impact on consolidated profitability should be

modest.

o Assessing the Long-Term Impact on Life Insurers — It’s Not All Bad — Despite the impact on pricing
assumptions discussed above, expansion of the settlement market may not be all bad for primary insurers.
A critical assumption here is that the business is conducted in a responsible manner. The increased
liquidity provided by a secondary market for life insurance might make individuals more willing to
purchase cash value life insurance policies. Moreover, insurers may conclude that having lapse
supported pricing is not in their best interests or those of their clients. Therefore, they may encourage
persistency by offering features such as accelerated death benefits or guarantees on cash value
performance that could also increase the appeal of their products. Second, greater familiarity on the part
of institutional investors with respect to the life insurance market could serve as a catalyst for
securitizations, which could mitigate some of the capital pressures facing the industry. Lastly, life
companies may themselves begin to offer settlement options for their clients, particularly if they can roll
the cash proceeds into payout annuities, which play into the trend of increasing longevity. In summary,
we feel that expansion of the settlement business could ultimately benefit all parties involved, again,
assuming business is conducted in a responsible manner.
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Investment Conclusion

What to do with the Stocks — Given the size differential between the life settlement business and the
overall life insurance market, we do not expect the industry will be meaningfully impacted by settlements in
the near-term. That said, the combined impact of life settlements and other challenges such as low interest
rates, increasing capital requirements, the potential elimination of the estate tax and rising reinsurance costs
does raise concerns over the profitability of the protection business.

In our opinion, insurers that are less diversified and have a significant eamings contribution from individual
life could see the largest negative impact from all of these issues. In our coverage, such names include JP,
LNC and NFS, which generate about 30-60% of total earnings from individual life. More diversified
insurers with large earnings contributions from international insurance (e.g., AFL and PRU) as well as
retirement savings (e.g., PFG) should have lower exposure. MET is also well diversified and has a low
earnings contribution from individual life.

We recommend investors market-weight the US life insurance sector. Reasons include valuations that are
close to long-term averages, a lack of a strong catalyst in terms of core product trends and various
regulatory and political pressures. Our top picks for 2005 are those insurers with unique business mixes
that yield strong growth prospects and justify premium valuations (i.e., AFL, PFG and PRU). We feel NFS
represents an interesting and rare value opportunity. The stock is discounting an 9% ROE versus our
expectations for 11%.

Please see page 14 for our price targets and valuation methodology.

Details
Setting the Stage — Background on Life Settlements

A life settlement is a transaction in which policyholders sell the rights to the death benefits associated with
their insurance policies to third party settlement companies. In other words, this process creates a
secondary market for life insurance products. The typical market for these products includes individuals
over the age of 65 with life expectancies of 4-10 years. Exhibits 1 and 2 illustrate and describe how life
settlement transactions work. A settlement firm, representing third-party investors, will provide a cash
payment to the policyholder that exceeds the cash surrender value embedded in the policy. From that point
on, the original policyholder will have no further involvement or association with the policy. The life
settlement firm will continue to make premium payments on the policy to the life insurer, until a death
benefit is claimed. The death benefit will be collected by the settlement company and passed on to third
party investors, who are likely interested in returns that are not highly correlated with their other assets.
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Exhibit 1 Exhibit 2 .
How the Life Settlement Process Works (Flowchart) . How the Life Settlement Process Works (Description)

Steps  Discussion
Institutional investor supplics capital w lifc settiement firm

R
2. Agent or broker refers an exisiting client for s
Life Insurance 3. Client case is reviewed: life sculemens firm makes cash offer for policy
Companies 4. Client reassigns beneficial ownership of the policy 1o the life scitiemens firm
5. Life settlement pays agent / broker a commission
6 7 6. Life settlement firm continues 1o make ongoing premium payments 10 the primary
B Policyhoide life insurance compaay .
Agents / Brokens icyholders 7. Life insurer pays benefit laim upan the death of the original policyholder to
the sexdement firm
s{ |2 34 .
8. Returns are passed on o 3rd party investors
Life S ! 3rd Party
C R lnvestors
8
Source: Corporate reports and Bemnstein estimates Source: Corporate reports and Bemstein estimates

In making the case that policyholders should consider selling their policies, life settlement companies are
banking on the possibility that an individual no longer needs or wants it. For example, the circumstances
that drove the original purchase may no longer be relevant. Exhibit 3 shows the results of a survey
conducted by The Hartford as to the rationale behind life insurance purchases. By far the most frequently
cited reason is income protection. Clearly, to the extent that such protection is no longer needed, an
individual may consider surrendering a policy or selling it to a settlement company. Alternatively, an
individual’s economic circumstance may also change later in life. As such, the policyholder may no longer
be able to meet premium payments. In addition, as cash values decline, cost of insurance charges increase.
Therefore, the fact that interest rates have generally been falling over the past several years has likely
limited cash value growth and could potentially increase cost of insurance charges going forward, putting a
greater strain on an individual’s ability to pay premiums.

Exhibit 4 highlights other reasons that policyholders may no longer want to maintain their policies. To
make the settlement option more compelling, settlement companies offer cash payments that exceed the
surrender value embedded in the contract but are below the death benefit. In doing so, they are making the
bet that the net present value of the death benefit they will ultimately receive is above the settlement offer.
To the extent it is, the settlement company and its investors pocket the difference less related any

COmMissions Or expenses.
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Exhibit 3 - Exhibit 4
Drivers Behind Life Insurance Purchases Policyholder Rationales for Selling Llfe Policies
Seller Rationzle / Reason
Business Individual _
Retirement Planning 1. Needs cash for major exp (c.g., medical )
Planning 4% 2. Outlived need for coverage (i-e., all major expenses are pmd for)

3. Needs different coverage / different features
4.  Financial distress / unable to meet future premium payments

Family / Estate

Esiate Planning
9% 1. Change in beneficiaries (e.g., divorce, death of dependents)
2. Second-to-die policyholder (i.e., spouse) has passed away
3. Material change in the value of esuaie
Business

1 Change in key executives / pantners
2.  Change in succession plan (e.g., family business)
3. Need cash / seek 10 monetize assets

Source: The Harttord (2003 Consumer Survey) Source: Corporate reports and Bemstein estimates

Exhibit 5 summarizes the primary inputs and cash flows included in a life settlement transaction, while
exhibit 6 details the IRR of the settlement transactions based on different assumptions for life expectancy
(i.e., post settlement). Inputs include the settlement offer as a percentage of the death benefit, the agent’s
commission, the ongoing premiums the settlement company must pay and some discount factor. As would
be expected, the settlement company’s offer exceeds the cash surrender value embedded in the contract.
Depending on the prevailing crediting rate and whether or not the policy has a secondary guarantee, the
cash surrender value may be lower and may increase the return on the settlement transaction as a result.
Based on an average holding period of 7-8 years, we estimate that the expected return on a settlement is 9-
13%. Industry players have confirmed this expectation is reasonable. We note that the ultimate return to
third-party investors may be higher or lower, depending on issues such as transaction costs.

Exhibit 5 ) Exhibit 6
Life Settlement Model - Inputs and Cash Flows Life Settlement Model — IRR of Settiement Transaction
e —
‘Seticnest Ofer (% Death Boncfn) 0.0% 120%
Agest Cormssipe 10.0%
Answal Premiven S (1.53D) 101%
Discoum Ruse 10.0% (Used for exhibit 6)
Age Cash Life Settlement vy, Congninsion
o Surrender  Settiemest Surreader Vatme [T} Asmma| Desth
Insuced Value Ofler S 0xUy oS Agemt Premium Bewelit I3
65 $121386 $S200000 S T7B6M4 643% S (20,000) $ (7.532) $1,000,000 E
o6 nen 200000 N073 55.1% (20.000) (1.532) 1.000,000 z
3] 136377 200.000 63,623 %1% 20000) (7.532) 1.000.000 S
o 143694 200,000 56,306 391%  ©0000) (7.532) 1000000 £
P 150813 20.000 ®.187 326% (200000 (7.53)  1.000ANO 3
k] 157383 a0 000 41417 26.9% (20.000} (1.531) 1,000,000 [}
] 16375 200,000 36242 nie (20000)  (7.532)  1.000000
n 109.147 200,000 30233 12% (20.000} .33y 1000000
7 173546 200.000 26,454 152% (20.000) (1.532) 1.000.0n0
14 116,752 200 000 24 133% {20.000) .33 .00 0n0
1 175,569 20.000 21431 i20% (20,000) 1.3} 1,000 000
% 707188 200.000 21212 11.9% (20,000} 1.53) 1,000,000
Now:
1) Cash surrender velues based oa semple UL policy illwtration for 45-year old malke. using “preferred ben” rme,
ioacrest rate of 3,109 for st 30 years and 5.43% theveaker, and Corress (Le.. Wo0-marimum) charges.
Noue: Exchudes year | expecied IRR of 351 %,
Source: UL Policy lustration and Bemstein estimates Source: Bermnstein estimates
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Sizing the Market: Small, but Meaningful Growth Drivers Exist

Industry sources estimate that the life settlement market has grown from $0 in the mid-1990s to around $13
billion today. While still small within the context of the $9 trillion of life insurance in force, we see
numerous drivers of growth going forward. The first is the fact that individuals in the US are living longer.
As such, they may outlive the usefulness of their life insurance contracts. The target market for life
settlements (i.e., individuals above the age of 65) should grow 3x faster than the total population over the
next 25 years (see exhibit 7). In addition, exhibit 8 shows that life expectancy of these same individuals has
increased over the past several decades. Assuming these individuals are living beyond the years where they
must provide financial support for their dependents, they may not have the same need for life insurance as
when the policy was originally purchased. In other words, the importance of income protection likely
declines as individuals get older. Considering the settlement company’s returns decline as life expectancy
increases, this business requires careful underwriting, which we discuss below.

Exhibit 7 Exhibit 8
Trends in US Population Growth ~ 65 & Older vs. Rest of Life Expectancy of Individuals Over the Age of 656
Population

) 90.4% s
N Over 65 Pop.
Growing 3x — ~
o W% i Faster E 20 n 2 o«
= b 9 = = =
& 1% H > = ’
= H <] :
[ %15 1 “
= < o~
i son = . e
[<] E 7 il
2 40% EARLRE - :
g o 233% = 2
O 204 3 18 z 4
0% b
. ' g = 5 = $ § 28 8 8 § ¥
Total US Popalation Over 65 g &2 & & & & & & & =z g §
Source: US Census Bureau and Bernstein estimates Source: CDC and National Vital Statistics System

A second catalyst is the fact that the decline in interest rates over the past several years could result in lower
cash values within previously purchased life policies relative to prior expectations. Part of the appeal on the
part of individuals for purchasing non-traditional life insurance policies (e.g., universal life) is the fact that
if they live beyond the protection period, they can still collect cash surrender values. Said another way, this
policy feature provides an incremental benefit over “use it or lose it” term insurance. Milliman, a life
insurance consulting firm, has estimated that the industry pays death benefits on only 20% of universal life
business. Given the rate of interest credited on such policies is likely running below levels assumed when
they were originally purchased increases the possibility that cash surrender values will be lower than prior
expectations. Assuming life settlement companies can offer individuals more up front cash for their "
policies, policyholders may find such transactions more appealing relative to policy surrenders.

A third driver is the potential elimination of the estate tax. The Bush Administration appears committed to
repealing this tax (see exhibit 9). In the past, individuals may have purchased survivorship life insurance to
help their heirs fund this tax payment. Referring back to exhibit 3, estate planning was the second most
commonly cited reason for life insurance purchases. If we assume that wealth individuals have a greater
need for such policies, then it is logical to conclude that the related policies would have higher face values,
meaning they could represent a larger share of in force life insurance relative to what would be implied by
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exhibit 4. If this tax is indeed repealed, we feel in force survivorship policies will be fertile grounds for life
settlement companies. ,

Exhibit 9 . Exhibit 10 .
Statement of Administration Policy Regarding Estate Life Insurance ~ Trends in 3™ Party Distribution
Tax :

B Cauplive Agenis_ O Thind Party & Other

"Eliminating the death tax is a matter of basic fairness. The 1oo%
death tax results in the double taxation of many family assets while 0% 1
hurting the sources of most new jobs in this country - America's so%
small businesses and farms. Unfortunately, the provision of the %
2001 Act to repeal the death tax expires at the end of 2010, 0%
50%
0%
0%
20%

creating significant uncentainty for family estate planning. Its
permanent elimination today would relieve thousands of family
businesses, farms and ranches of the excessive costs of tax
compliance. The permanent repeal of the death tax would
mean that many more family businesses would be preserved

and could thrive as a source of continuing job creation and

economic growth.” 0% A

10% 4

1990 2003
Executive Office of the President
Office of Management and Budget
6/18/03
Source: Office of Management and Budget Source: Corporate reports and Bernstein estimates

In our opinion, the fourth driver of industry growth that we cite may prove to be the most influential. The
development of the settlement market could result in a new fiduciary duty on the part of financial planners.
Specifically, we feel insurance agents and other producers (e.g., brokers and estate planners) will feel an
increasing responsibility to present life settlements as an option to their clients. The alternative today is
simply to take the path of least resistance and let customers surrender their policies. It is clear that the
overall financial services industry faces a heightened level of regulatory scrutiny today than in years past.
Within the life insurance industry, examples include investigations life and annuity sales practices. Given
that life settlements typically offer payments that exceed policy cash surrender values, regulaters in the
future may perceive that it is part of a financial advisor’s fiduciary duty to investigate life settlement
options on behalf of clients. An article in the Banking Law Journal (2002) suggests that the role of any
fiduciary, including insurance agents and estate trustees, will evolve so that life settlements will be another

financial planning tool.

A corollary is the reality that life insurance distribution has been moving away from the captive agency
channel in favor of independent distributors over the past several years (see exhibit 10). The importance of
this trend is our view that independent agents and advisors likely have a greater allegiance to their
customers rather than the insurance carriers. Conversations with industry sources suggest primary writers
often prevent their captive agents from offering life settlement options to their customers. To the extent that
the trend shown in exhibit 10 continues, these writers will lose some of their influence on the overall
business.

We feel these trends suggest the life settlement market has ample room to grow, and we estimate that the
total market could reach $160 billion over the next several years. We arrive at this forecast by using
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estimates for the growth in the target market for settlements (i.e., individuals over the age of 65) and
increases in the penetration of this market.

Exhibit 11 Exhibit 12
Size and Growth of the Life Settiement Business Age Distribution of Life Settlement Clients
Tr dons (Face Valug) Annual Growth
Life Cash Yaloe Settlements
Settlements  Life® Life Cash Valve sa %ol
$ Billion__ _$ Trillion Settlements Life Life Sales
1998 0.2 1.1 : 0.0%
199 1.0 1.1 400.0% L1% 0.1%
2000 1.1 12 10.0% 11.0% 0.1%
2001 1.3 13 18.2% 3.0% 0.1%)
2002 1.4 14 7.1% 1% 0.1%
2003 25 14 78.6% 0.2% 0.2%
2004 5.0 15 100.0% 6.6% 0.3%
200004 Average 42.9% 5. 7% 0.2%

Notes: (1) Excludes term life sales

Source: ACLI and Bernstein estimates Source: National Underwriter

To dimension the potential size of this market, we start with some statistics from the life settlement
business. According to industry representatives, settlement companies have written about $13 billion of
business over the past 7 years (see exhibit 11). Exhibit 12 shows that individuals over the age of 65
represent 96% of all settlement cases. An industry survey of consumer ownership of life insurance
indicates that roughly 47% of individuals over the age of 65 have policies. Moreover, this same study
suggests average coverage for this age bracket is $23,600. Given that there are currently 37 million
individuals over the age of 65, these statistics suggest this group controls roughly $416 billion of life
insurance. Assuming that all of the $13 billion of in force settlement business relates to this population
segment, we arrive at a penetration rate of 3%. Based on the growth statistics shown in exhibit 7 above, the
over 65 segment of the population should increase to 72 million by 2030. Using the same percent
ownership of 47% and average coverage statistic of $23,600 against this new base, we estimate that this
segment will control $800 billion of insurance by 2030. Applying the current 3% life settlement
penetration rate, we estimate population growth alone could add $12 billion of settlement business.

Industry sources also indicate that the 3% penetration rate is understated and the true potential is closer to
20%, which reflects expectations in terms of the proportion of policies with low cash values and the number
of people willing to settle. If we assume the settlement business achieves this penetration rate, the industry
could add another $137 billion of business. Based on these assumptions, the settlement business could
increase from $13 billion currently to as much as $160 billion over the next few decades (see exhibit 13).
Our estimate could prove conservative to the extent that increased awareness of the settlement option drives
penetration above 20%, which we feel is possible. ‘In addition, given that increasing penetration represents
the more significant catalyst for growth, the settlement industry could exceed $160 billion well before 2030.
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Exhibit 13
Dimensioning the Size of the Life Settlement

Opportunity

s1g0
s161

Face Value of Trunsactions (BB)

Current Market Growth of Pop. Increased Total Potential
Over Age 65 Penetration Rate Market

Source: US Census Bureau and Bemstein estimates

Like any new business, the path to growth may not be smooth as aggressive players as well as third party
capital enter and exit the market. That said, we feel exhibit 13 suggests there is a long-term growth
opportunity in the settlement business.

Settlement Business Could Alter Assumptions Used in Policy Pricing

On the surface, the threat posed by any expansion of the life settlement market may not be apparent. After
all, the fact that a settlement company has assumed an individual’s policy means the life company will
continue to collect premiums (i.e., no change a primary writer’s cash flows). That said, our research
suggests the impact could initially be negative on certain blocks of insurance business.

At present, the American Council of Life Insurers (ACLI) has stated its primary concem with respect to the
settlement business relates to appropriate legislation and licensing of agents, which seems relatively
innocuous in terms of industry profitability.

That said, rapid expansion of the settlement business could adversely alter some of the expected experience
embedded in existing blocks of insurance business. The primary reason is the fact that the industry prices
its products using assumptions based on long-term averages. Therefore, to the extent that an external
factor, such as the emergence of the life settlement business, alters actual experience relative to these
averages, pricing assumptions may not be met.

For example, lapse rates are a key variable in life insurance product pricing. In fact, of the three primary
economic drivers underlying life contracts (i.e., lapses, interest rates and mortality), lapse rates are perhaps
the most difficult to predict given they are tied to consumer behavior. Several writers of long-term care
insurance have already felt the adverse impact of lower than expected lapse rates and have had to raise
pricing on in force business.




< BERNSTEIN RESEARCH CALL o arch 4, 2005

Suneet Kamath, CFA « kamathsi @ bernstein.com * +1-212-756-4587

We feel universal life with secondary guarantees represents a product that may be negatively impacted by
higher than normal lapse rates. Exhibit 14 shows that this product was a key driver of 2004 life insurance
sales for several carriers. The idea behind these policies is that as long as individuals pay a minimum
premium, their policies will remain in force regardless of the underlying performance of the contract. In
our opinion, the most likely customer for these products is an individual that is primarily concerned with the
death benefit as opposed to cash value accumulation but also likes the flexibility provided by UL relative to
term insurance. In addition, some insurers offer products that provide secondary guarantees for a specific
period of time. Given that in UL products with secondary guarantees, cash value accumulation takes a
backseat to death benefits, life insurers may be assuming that a portion of related policyholders may decide
to lapse their contracts once the death benefit is no longer needed. If true, they could use some of the
related reserve building to help support benefits on policies that remain in force. That said, the low cash
values of these policies could render them more attractive to life settlement companies as it would be easier
for them to offer a more compelling value. So, given the influence of the settlement companies, the average
lapse rate could be lower relative to the primary writer’s original assumptions.

Exhibit 14 Exhibit 15
Life Insurance — Percentage of 2004 UL Sales with Hlustration of the impact of Settlements on Life
Secondary Guarantees Insurance Assumptions
Scenario #1 Scenario 12
0% With Out Life Settiements With Life Settlements
T8% % Total Totsl
80% 1 - ! Pool Healthy  Unhesithy _ Pool Healthy  Unhealthy
: Policies 100 50 50 100 50 50
0% 4 4%
0% - r 0% : % Lapsed 20.0% 20.0% 20.0% 50%)
1 L “% 2% o Force %o 40 © 88 4 s
40% 4 ]
Actua) Lapses 20.0% 125%
| i
Mix of Unhealth; 0% 54%
20% -
10%
o% ] _ _ s
NFS MET PRU P PFG LNC
Note: Percemage for PFG neay be dibaed by fect 1 the conipaay inciudes VUL with UL sades.
Source: Corporate reports Source: Bernslein estimates

Compounding the impact of lower lapse rates is the potential impact on morality experience. While
mortality expectations clearly vary by individual, life insurers typically assume average mortality for a large
pool of policies. Therefore, any trend that would cause actual experience to differ from prior estimates
could adversely impact life companies. In our opinion, life settlement companies have an advantage over
primary carriers with respect to underwriting. Specifically, life companies underwrite a policy only once
(i.e., when it is written). To the extent an individual’s health circumstances change, the carrier cannot
change product pricing. That said, the life settlement company’s underwriting process starts later in life, at
which time a new health condition may have surfaced. In other words, they are working with more current
data. As noted above, life settlement returns are tied to life expectancy. As such, this underwriting
advantage is critical to identifying the most appropriate policies for settlements.

fe

.

Exhibit 15 provides an illustration of how life settlements can impact the lapse and mortality experience of
a primary carrier. Scenario 1 shows our base case in terms of pricing assumptions. We are assuming an
insurance company has 100 policies in force of which half represent healthy individuals. Moreover, we

U.S. Insurance/Li
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assume that 20% of the pool lapses before the death benefit is paid. As a result, even with these lapses, the
balance of risk in the pool is largely unchanged (i.e., 50/50 blend of healthy and unhealthy). Scenario 2
shows the impact that the settlement business can have on this pool. Here, we have assumed that the
settlement company lowers the lapse rate on the unhealthy pool to 5% by purchasing several policies that
would have otherwise surrendered. As a result, the overall lapse rate declines from 20% to 12.5% and the
health profile of the pool has changed, potentially lead to sooner death benefit payments relative to
assumptions embedded in pricing.

Clearly, one advantage for the life company from scenario 2 is that it continues to collect premiums from
business that would have otherwise lapsed. That said, if the product pricing had assumed that some of the
reserves building on the policies that should have lapsed would fund the remaining in force business, there
could be a mismatch in terms of the timing of cash flows (i.e., the additional premiums collected may not be
sufficient to compensate for lower lapses). Again, we feel the fact that life settlement companies can in
effect cherry pick the most attractive cases with more current underwriting knowledge creates a competitive
advantage relative to primary writers.

Assessing the Long-Term Impact on Life Insurers — It’s Not All Bad

As noted above, growth in the life settlement market could force life insurance companies to alter some of
their practices. One example is the potential that life insurers would have to lower lapse rate assumptions
built into their product pricing. That said, assuming business is conducted in a responsible manner, we feel
the development of this market could have positive long-term ramifications for policyholders and the life

insurance industry (see exhibit 16).

Exhibit 16
Potential Benefits of Life Settlements to Policyholders and Life Insurers

Benefits to Policyholders

|. Drive insurers to increase the value proposition of life insurance products to consumers (i.e., similar to VA living benefits)
2. Increase the liquidity of policies that are no longer needed

Benefits to Life Insurers

1. Drive increased demand for non-traditional insurance (i.e., excluding term)
2. Increase institutional investor interest in life insurance securitizations (i.e., mitigating capital pressures)

3. Encourage life insurers to participate in life settlement business (e.g., roll funds into payout annuities)

Source: Bernstein estimates

For example, insurers may conclude that having lapse supported pricing is not in their best interests or those
of their clients. Therefore, insurers may encourage persistency by offering features such as accelerated
death benefits or guarantees on cash value performance that could also increase the appeal of their products.
The latter would be consistent with recent trends in the variable annuity business. For years, VA’s were
sold at least in part on their advantage relative to mutual funds related to tax-deferred growth. It was argued
that this growth more than compensated for their higher fees. The market declines from 2000 to 2002
coupled with a favorable tax change related to dividends lowered this value proposition. In response, the
industry has focused on offering living benefit guarantees, which has reinvigorated variable annuity demand
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in recent periods. Enhancing the value proposition of life insurance products could do the same for the
protection business.

A related benefit is the possibility that a secondary market for life insurance might make individuals more
willing to purchase cash value life policies. Even though term insurance tends to be a “use it or lose it”
proposition, individuals may prefer term polices given they are generally cheaper than variable and
universal life insurance. Said another way, individuals may be reluctant to lock in a stream of high
premiums and policy charges that are typically associated with non-traditional insurance. Moreover, the
increased liquidity provided by the settlement market could make non-traditional life policies more

attractive.

In terms of the insurance industry, clearly, features that add to the appeal of such products could lift overall
growth rates, persistency and profitability. In addition, the settlement business could serve as a means
through which institutional investors can get more familiar with the life insurance market. As such, we
would argue that expansion of the settlement industry might be a catalyst for securitizations, which could
mitigate some of the capital pressures facing the industry (e.g., A-XXX).

Lastly, life companies may themselves offer settlement options for their clients, particularly if they can roll
the cash proceeds into payout annuities, which play into the trend of increasing longevity. The Retirement
Security for Life Act was recently introduced in Congress. This act would shelter the first $20,000 in
annual payments from annuities from all taxes assuming the lifetime payout option is selected. Given that
only life insurance can offer lifetime contingent annuities, the lump sum of cash received from settlements
could in effect be reinvested in payout annuities, which would mitigate the impact on life insurance

companies.

Other Issues to Consider — Where There Could be Drama

While we feel the settlement business has meaningful growth opportunities going forward, we would note
that players in this market will need to contend with some hurdles along the way. Perhaps the most
important issue relates to sales practices. Given that life settlement returns are tied to life expectancy,
settlement firms must be careful that the solutions they provide are appropriate for each client. In addition,
we feel disclosure that a third party will benefit from an individual’s death may be a key issue. The life
insurance industry’s recent experience with “janitor insurance” shows that a lack of appropriate disclosure
can create meaningful headline and potential litigation risk. Therefore, if this small business is to realize its
growth potential, it is critical that business is conducted in a responsible manner.

Another frequently discussed challenge is a natural comparison to the rather ugly history of the viaticals
industry. In the 1980s, a number of firms began offering financially-distressed AIDS patients cash for their
life insurance policies. These viatical companies (i.e., based on the Latin phrase for “traveling money”)
purchased policies at a discount to their face values and sold them as retail investments. The practice was
controversial for two reasons: 1) the public was generally leery about any practice that appeared to prey on
the terminally ill; and 2) viatical investments skirted SEC regulations, given that they did not meet the pure
definition of securities, and were often sold with promises of high returns. As medical treatments for AIDS
became more effective, patients began living longer. As such, investors in these settlements, whose returns
were largely tied to the timing of death benefit payments, did not achieve their promised returns. State
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regulators closed down many viatical firms as a result of their aggressive marketing practices. Moreover,

- some high profile cases involved outright fraud and misuse of investor assets. A notable case in Florida

involves Mutual Benefit Corp, which is now the target of a class action lawsuit and an SEC investigation.

A third issue for the settlement industry is regulation. While the NAIC has issued model regulation for life
settlements, not all states have adopted the recommended statutes. At the current time, 36 states have some
form of regulation for life settlements, including minimum payouts (as a % of face value). Stll, the issue of
agent licensing remains, with about 15 states allowing agents with standard life insurance licenses to “sell”
life settlements to clients. According to industry insiders, the lack of licensing in other states does not
prevent life settlements from taking place. Rather, it could give rise to poor quality transactions that may or
may not benefit policyholders, which could have a detrimental impact on market growth. Another issue is
whether underwriters need to be registered with insurance regulators, which again appears to vary by state.

Given that the settlement market is so new, we would expect that regulatory issues may crop up over the
next few years as this business receives more attention. While uncertainty related to these and other issues
may alter the industry’s glide path with respect to growth, we do not expect it will meaningfully impact its

long-term prospects.

What to do with the Stocks

Given the size differential between the life settlement business and the overall life insurance market, we do
not expect the industry will be meaningfully impacted by settlements in the near-term. That said, the
combined impact of life settlements and other challenges such as low interest rates, increasing capital
requirements, the potential elimination of the estate tax and rising reinsurance costs does raise concerns
over the profitability of the protection business.

In our opinion, insurers that are less diversified and have a significant earnings contribution from individual
life could see the largest negative impact from all of these issues. In our coverage, such names include JP,
LNC and NFS, which generate about 30-60% of total earnings from individual life (see exhibit 17). More
diversified insurers with large earnings contributions from international insurance (e.g., AFL and PRU) as
well as retirement savings (e.g., PFG) should have lower exposure. MET is also well diversified and has a
low earnings contribution from individual life.

We recommend investors market-weight the US life insurance sector. Reasons include valuations that are
close to long-term averages, a lack of a strong catalyst in terms of core product trends and varicus
regulatory and political pressures. Our top picks for 2005 are those insurers with unique business mixes
that yield strong growth prospects and justify premium valuations (i.e., AFL, PFG and PRU). We feel NFS
represents an interesting and rare value opportunity. The stock is discounting an 9% ROE versus our

expectations for 11%.
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Exhibit 17 Exhibit 18
Life Insurance — 2005E Earnings Contribution from SCB Price Targets
Individual Life
— Price Price . Appreciation
3/3/05 Target Potential Rating
oow | SB% PFG $ 3871 § 4600 18.8% o
sox AFL 39.00 46.00 17.9% (o}
NFS 37.07 ©43.00 16.0% 0
40% 1 PRU 57.30 66.00 152% (o}
LNC 46.75 49.00 48% M
30% MET 41.10 43.00 4.6% M
JP 48.86 49.00 0.3% M
6% 14% 13% Median 152%
’ H I-_] Average 11.1%
”» LNC NFS MET PRU PFG
Source: Corporate reports and Bemstein estimates Source: Bernstein estimates

Valuation Methodology

Exhibit 18 shows our price targets. For stocks other than AFL, we employ an equal-weight valuation
framework that considers each company’s: '

« relative price to earnings multiple versus an industry target (with exceptions for JP and PFG),
e relative price to book multiple versus an industry target (with exceptions for JP and PFG), and

e the historical relationship we have identified between price / book and risk adjusted ROE (i.e., ROE/
cost of equity)

We value AFL based on absolute and relative P/E targets of 18x and 100% respectively.

Consistent with past years, we expect to revise our price targets in 1Q:05 based on use of our 2006 earnings
estimates rather than our 2005 forecasts. When we made similar adjustments in the past, our price targets
generally increased, particularly for companies with high EPS growth, such as AFL, PFG and PRU. We
would expect the same pattern will repeat later this year, which would add to the upside shown in exhibit

18.

Risks

We feel the biggest risks to our Jong-term growth forecast for life settlements are improper sales practice
issues, which could lead to regulatory investigations and litigation and limit the potential for this market.
Moreover, any instances or allegations of fraud, similar to cases in the viaticals market, could also
significantly limit the growth of life seitlements. In addition, to the extent the Bush Administration does
not achieve a full repeal of the estate tax, the life settlement business may not see incremental upside from
the survivorship life market. Furthermore, aggressive pricing by inexperienced life-settlement players could
ultimately lower the potential returns and make life settlements a less attractive option to third-party,
institutional investors.
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In terms of our market-weight recommendation for the sector, upside risks include further improvements in
the operating environment, led by a gradual increase in new money rates. In addition, product innovation in
asset accumulation and insurance segments could drive higher growth in product sales. Third, M&A
activity that includes high takeover multiples could result in outperformance. In particular, to the extent
that the Euro continues to strengthen against the dollar, European insurers may get a second chance to
increase their presence in the US retirement market by acquiring US insurers, which tend to be smaller in
terms of market capitalization. Lastly, favorable legislation out of Washington, such as the passage of tax
reductions on annuity distributions could result in renewed interest in annuity products.

Downside risks to our market-weight recommendation include continued headline risk from various
investigations of the sector. In addition, stocks could be adversely impacted by an increase in corporate
credit losses, higher capital requirements on insurance and annuity products, lower equity markets and wide
swings in interest rates, either up or down.
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Sent: Wednesday, February 02, 2005 6:57:58 AM

To: GHENNENENNS _
Subject: RE: Competitive Offers Information - SN

| haven't talked to Advanced in the last 2 months. Eileen talks to them about their cases and
Reid about co-brokers.

—~—0riginal Message—

From: CREENNNNED

Sent: Wednesday, February 02, 2005 11:57 AM

To: Jim Dodaro

Subject: FW: Competitive Offers Information -SRI

have you talked to advanced about htis case at all?

This is the one | was just working on, but we can't get close to the 300K range — our max
with the reduced @il would be only 200K.

"do you want to tlak to them or just et it go??
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Life settlements, which
are usually undertaken
for the purposes of estate
or financial planning, put
choice in the hands of
American consumers

Americans have an
extraordinary amount of
choice in most products
and services, and have
come to expect the same
freedoms to maximize
value in the realm of life
insurance

Cashing in on Unneeded
Life Insurance Policies

How Seniors Are Benefiting
From Life Settlements

Many American seniors—typically those 70 years of age or older—are
discovering that life insurance policies that once seemed appropriate no
longer meet their needs. Unfortunately, the life insurance companies that
sold them the policies in question may not offer real advice or solutions.

The insurance companies do allow their customers to “surrender” their
policies, which means the policyholder will be offered a mere fraction
(typically 3-5%) of the policy’s face value. However, they often discourage
their personne! from telling customers that they can realize far better cash
outcomes thus obtaining far greater payoffs on their existing policies —
through life settlements.

A life settlement is the sale of an existing life insurance policy for more than
its cash surrender value but less than its net death benefit. Such
transactions, usually undertaken for the purposes of estate or financial
planning, put choice in the hands of American consumers.

As this paper will show, life settlements represent an important option for a
growing number of people who thought they had no options. Rather than
continuing to pay premiums on a policy that no longer serves its original
purpose, life settlements offer payoffs that can be significantly greater than
surrendering a policy. Life settlements offer a reasonable and profitable exit
strategy that addresses the financial objectives of policyholders.

In Search of Options and Opportunities

Changing priorities or dissatisfaction with life insurance policies have driven
many policyholders to discontinue their existing life insurance policies. While
policy owners have had a legally protected right to sell (or “assign”) a life
insurance policy for almost a century, very few have taken advantage of this
opportunity until recently.

Here are some of the factors encouraging insured individuals to reconsider
the value and necessity of their current policies:

e Paradigm shift in consumer thinking. Amencans have an
extraordinary amount of choice in most products and services.
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Similarly, they have come to expect the same amount.of freedom to
maximize value in the realm of life insurance. They are recognizing
that life insurance is merely one asset within an estate or financial
portfolio that should be managed for optimum outcomes. They are
no longer willing to treat life insurance as an “untouchabie® product
that must always be held until death.

Guidance from their financial advisors. As the poor performance
or under-performance of certain life insurance (particularly universal
life) policies becomes increasingly clear over time, financial advisors
— and even independent agents who originally sold the policies — are
exploring options with their clients. Financial advisors, who are
increasingly &ttuned to the changing needs and priorities of their
customers over time, may suggest alternatives. Many independent
insurance agents, who have an inside perspective on how individual -
pclicies have performed, also are beginning to discuss options with
clients. Most insurance companies, in contrast, do not fully advise
their clients about their choices.

Feathering the empty nest. As Americans enter their senior years,
they often experience unexpected changes that alter their priorities.
Policies that once made sense no longer do under new
circumstances. For instance, decisions that seemed appropriate
when policyholders had children in the house may no longer seem
appropriate. These life changes may drive some seniors to decide
that a given life insurance policy is no longer relevant and that other
steps should be taken to achieve full financial empowerment.

Dissatisfaction with existing policies. Whether the motivation is
changing circumstances, better financial options or the availability of
superior policies that render old cnes obsolete, many seniors may
find themselves dissatisfied with existing policies. Indeed, quality
improvements in insurance policies over the years are driving
individuals to abandon policies they consider to be outdated.

Escalating policy premiums. Many people are not prepared for the
steep escalation in premiums that accompanies ownership of many
policies. Moreover, they may be hit with these policy increases right
at the time when they are experiencing mounting health care costs
and other financial concerns. Under such circumstances, a policy
may seem to be a lower priority than it might have been in the past.

These factors have created demand for alternatives among many who now
hold life insurance policies. Such alternatives are now becoming visible to
consumers.
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Is it possible to recover
money necessary to make
new invesiments and
more effectively manage
the financial estate?

Policyholders may
determine that they can
obtain better, more
expansive coverage with
lower premium payments
in the current market

Policyholders Have Unanswered Questions

Increasingly, policyholders have questions for their life insurance companies:
Are there more attractive alternatives than to surrender a policy? Is it
possible to recover money necessary to make new investments and more
effectively manage the financial estate? If new policies that offer lower
premiums and better guarantees are now available, is there a way to
transition to a new policy without incurring financial punishment? If life
circumstances change, is there a way to sell the policy and still realize a fair
settlement? What are the available options?

Unfortunately, the life insurance companies offer no real answers to these
questions. Customers do have the option to *surrender” their policies, which
means the policyholder will be offered a mere fraction of the policy’s face
value. Insurance companies are requiring life settiement companies to inform
seniors about the accelerated death benefit option. However, they are not
informing seniors of the option for a life settiement.

Often, policyholders let policies lapse, in which case they receive nothing —
not even a minor surrender payment — for their years of premium payments.
Their contracts are simply null and void.

There are even cases where a spouse, who previously was responsible for
the bills, has died and the life insurance policy goes unrecognized. There are
others where family members take responsibility for an individual who suffers
from Alzheimer's or some other serious debilitation late in life, but are
unaware of - and, thus, neglect to pay — a life insurance bill. Such cases are
simply and coldly classified as “lapsed policies,” but there's obviously a
severe cost to consumers.

Reasons for Abandoning a Life Insurance Policy

There are many reasons that life insurance policyholders might begin to
guestion whether it is prudent to continue to hold and pay premiums on
existing policies. Among them:

e The policy is no longer needed or wanted. As the circumstances
of life change over time, so do insurance needs. Policies that may
have made sense at one point may no longer serve a useful
purpose at a later date. Perhaps a spouse or another beneficiary
for whom the policy was purchased is now deceased. Maybe other
policies prove adequate to cover the original goals and provide
necessary protection.

e Opportunities to obtain a superior insurance policy. There
have been dramatic changes in the insurance market in recent
years. As a result, policyholders may determine that they can
obtain better, more expansive coverage with lower premium
payments in the current market.

¢ Premium payments have become unaffordable. In many cases,
large or escalating premium payments can prove to be a
tremendous financial burden for policyholders, particularly in their
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Insurance companies
have built their
businesses with an
anticipation of high lapse
and surrender rates

elder years. They may need to get out from under the burden of
making these payments in order to sustain a good quality of life.

» Changes in estate planning needs. The financial markets have
created powerful new opportunities for smart investors in recent
years. As financially adept consumers seek to maximize the value
of their assets and estates, they may find investment vehicles that
offer a superior return to existing life insurance policies.

* Rising healthcare costs or mounting financial concerns. Health
problems and other unforeseen difficulties can create
circumstances that increase financial burdens and needs. Under
such circumstances, existing life insurance policies may not be
considered as relevant as more immediate concemns.

Whether policyholders possess term policies, universal life policies or whole
life policies, they can easily find themselves in circumstances where their
existing policies no longer make sense. Indeed, a growing number of
individuals have come to that conclusion. Unfortunately, their insurance.
companies tend to be less than helpful at that point.

Life Insurance Companies Offer No Viable Exit Strategy

There are countless scenarios that might encourage a policyholder to seek
alternatives to existing life insurance arrangements. The problem is that
insurance companies merely offer their customers two choices: lapse or
surrender. If the policy lapses, then the contract becomes null and void and
the customer loses all of their investment. If the customer chooses to
surrender the policy, then the payout is typically only 3-5% of the policy’s
face value.

Considering the high and often escalating premiums that policyholders often
pay over time to keep their policies in force, it's an unfair and unacceptable
outcome. In trying to abandon their policies, consumers lose the cash value
buildup in them - the element that makes them an asset.

There is absolutely no reason to hold onto an unattractive policy when higher
guarantees and higher coverage at lower premiums are a market option.
Why accept highly invasive surgery — and months of rehabilitation — when
you can have a high-tech, minimally invasive procedure performed instead?
Why rent an old phone from Ma Bell — and pay $3 a minute to call your
grandchildren — when you can own a wireless phone and pay 10 cents a
minute?

Obviously, markets drive innovation, change and quality improvements. They
offer us all an endless parade of choice.
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Ina 1911 case, the U.S.
Supreme Court found
that a life insurance
policy is a form of
property and that policy
owners are free to sell
and transfer ownership to
other parties

Life settlements are a
relatively new product
that provides an exit
strategy for individuals
holding expensive or
under-performing life
insurance- policies

Historical Overview: The Evolution of a Secondary Market

In 1911, the U.S. Supreme Court decided that life insurance policies are
freely assignable for value. The court found that a life insurance policy is a
form of property and that policy owners are free to sell and transfer
ownership to other parties.

After World War I, the American economy and the insurance industry
boomed. New forms of policies, such as universal life, became popular. Life
insurance policies became a familiar consumer product — often purchased
outright or incorporated into a corporate benefits package.

It wasn't until the 1990s that a market for viatical settlements arose. Such
settlements ‘became a popular option for terminally or chronically ill policy
owners who wanted to sell their policies to third-party investors. These policy
owners often had HIV and needed the money for costly medication and
treatment. However, numerous cases of fraud and abuse were uncovered
during the period - ieading to calls for greater state regulation.

In the late 1990s, life settlements emerged from the viatical industry. Since
then, the value and the volume of the life settiement industry have increased
dramatically. A secondary market for life insurance has provided consumers
with financial empowerment to manage their life insurance assets more
effectively, providing an alternative to lapse or surrender. Policy owners
receive, on average, three times the cash surrender value for the sale of their
policy. In 2004 alone, life settlements provided seniors with $1 billion in
purchasing power — $660 million in excess of cash surrender value,
according to the Life Insurance Settlement Association (LISA).

In recent years, the secondary market has continued to grow. Recognized
financial leaders have provided capital funding and the number of
experienced brokers and service providers has grown.

Over the past decade, regulatory and legal statutes have afforded
consumers new protections in most states ~ though not all. Some states
have enacted statutes addressing the sale of life insurance policies for all
policyholders and some have only enacted laws that regulate the sale of life
insurance policies for terminally ill individuals. Still other states do neot
regulate the transaction at all. Of those states that regulate the transaction,
most require that both the settlement broker (representing the seller) and
settiement provider {purchaser of the policy) be licensed.

The Life Settlement Solution

Consumers have an alternative to lapsed or surrendered policies.
Pclicyholders have a choice available to them that will help them realize the
full market value of their existing policies, should they decide to abandon
them. When concerns about the value or relevance of an existing life
insurance policy arise, it may be time to explore /ife seftlements — an option
and an opportunity enabling a policyholder to receive a fair and reasonable
settlement when selling a life insurance asset.
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Considering that there is

more capital committed -

1o life setilements than
policies to sell, sellers
are in a very sirong
position

Significantly Higher Value

‘What makes life settlements so attractive to the policy seller — the consumer
— is that the proceeds from the policy sale are always greater than the cash
surrender value that would otherwise be offered by the insurance company.

- In fact, they can produce returns that are three to four times an insurance

carrier's cash surrender value.
When to Sell?

When should one consider engaging in a life settlement? While there are
many situations in which a life settlement might prove a sensible option, it is
mos! useful in situations where an individual is thinking of letting a policy
lapse or surrendering the policy back to the original insurance company.

Changing circumstances — such as the retirement of someone who held a
“key-man” policy or shifting financial portfolio — can lead a policyholder to
seek a life settlement. The death of a beneficiary, which takes away a
policy's initial purpose, might be another reason. Sometimes, the key reason
for abandoning a policy and seeking a life settlement is the escalation of
policy premiums, which might diminish the policyholder's quality of life.
However, the single most common reason for seeking a life settlement -
representing 40% of all such transactions — is tied to the desire to obtain a
different policy on more attractive terms,

The Secondary Market

Life settlement providers competitively bid on the purchase of an existing
policy, taking into account the insured’s current age, state of health, and the
overall economic environment. In other words, if they qualify, those wishing
to cash in their policies can now get a competitive market quote based on
several bids —~ creating superior outcomes for the policy seller.

Life settlements are typically supported by solid and recognized institutional
funding sources. Financial capital presently is supercharging the
development of the life settlement industry. Brokers, who represent the policy
sellers, solicit multiple bids from life settlement providers, who derive their
financial backing from institutional funders such as prominent investment
banks and hedge funds.

Such players make up what is known as the “secondary market." Most
substantial consumer products actually lend themselves to secondary
markets. Houses, for instance, are purchased and resold on secondary
markets. One other example is the secondary market for theater tickets. In
the state of New York, ticket holders now can resell their tickets — though for
less than the original sale price. This adds value to the original ticket
because ticket holders are now able to recover some portion of their money
should their plans change. In fact, a great deal of an insurance policy's initial
value in a primary market rests on the knowledge that it can always be resold
in a secondary market.

As a maturing industry, life insurance has opened the door to life settlements
as a secondary market. Life insurance, after all, is recognized by law as an
“assignable,” or transferable, asset. Like other consumer products, it can be
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purchzsed, owned, and thus sold on the open market. As in other markets, a
variety of companies — funders, providers and brokers — compete for the right
to serve the customer and provide a valued service.

Market value — as opposed to the insurance company's valuation of a policy
~ is the ultimate determinant of how policyholders are compensated on the
secondary market. Competition enables consumers to receive a fair and
aftractive settlement as more and more institutional investors are attracted to
the strong returns that the life settlement market represents. Indeed, today’s
market could be considered a “seller's market,” exceedingly favorable to
policyholders. They can easily “shop” their policies for multiple, competing
bids.

The existence of this increasingly competitive secondary market also enables
the streamlined transfer of the product from seller to buyer. When the
transaction is completed, policy ownership is transferred to the life settlement
provider (typically a licensed entity) — who assumes premium payments. The
policy seller receives a lump-sum cash payment within a matter of days and
is free to begin taking the steps that encouraged the individual to engage in a
life settlement in the first place.

The life settiement industry is a highly funded, highly capitalized industry with
money from dozens of companies that represent the capital markets. The
buyers aggressively compete to provide the policy seller with the best
possible offer. And considering that there is more capital committed to life
settlements than policies to sell, sellers are in a very strong position.

The Benefits of a Life Settlement

The reluctance of life Life settlements provide a host of benefits to consumers. They also address
insurance companies to the key challenges that now lead to dissatisfaction and disappointment
change with their ameng life insurance policyholders. Here are some of the key benefits to

customers has created a
vacuum in the
marketplace that life
settlements have emerged
to fill

consider:

Provides an Exit Strategy for Unwanted Policies

Life settlements give policyholders an opportunity to generate returns that
can be three to four times cash surrender value. The cash payments they
receive enable them to abandon existing policies and make decisions that
would otherwise not be open to them.

Imagine you were holding a 10-year, $1 million life insurance policy. You can
now recapture some of the value you invested in the policy. You purchased it
when you were 65 and now you are 75, but you have no interest in paying
the rising premiums.

Now, you can sell the policy for $200,000 in the secondary market that would
otherwise have yielded $50,000 in cash surrender from your life insurance
carrier. It's clear that a life settiement generates a better cash outcome for
you, the policyholder.
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Having received a life
settlement offer of
5779,000, one 75-year-
old woman used the
proceeds 1o purchase a
new policy witha
$1,300,000 death benefit.
As a resull, this
individual was able to
completely eliminate
annual premiums —
saving $85,130 a year.

Addresses Life Changes

Lives, expectations, priorities, concerns and needs all tend to change over
time. The National Association of Insurance Commissioners (NAIC)
acknowledges this truth on its website when it encourages policyholders for
home, auto and health to annually review their policies to ensure that their
coverage matches their family and personal needs. Such life changes may
also have implications for owners of life insurance products. Life settlements
enable consumers to address the changes in their lives = moving monies
from unwanted life insurance policies to more valued investments or
activities.

Enables Individuals to Purchase Better Performing Policies

Life settlements enable policyholders to obtain the cash payments necessary
to purchase replacement policies. In some cases, they may even be able to
purchase policies with their life settlement payments that eliminate the
necessity of making premium payments thereafter. Others choose to
purchase replacement policies and “cash out® part of the value of their
existing policies and use the money for other purposes.

Provides Freedom and Flexibility

Consumers now have the freedom and flexibility to take the proceeds from a
life settlement-and use them as they see most appropriate. They may want to
give cash gifts to family members. They may want to use the money to
engage in charitable giving. Some may even want to remove a policy from an
estate due to a reduction in size of their assets.

More and more people are discovering that they do have choices in the
realm of life insurance. By enabling policyholders to seek the highest bid
available in the secondary market, life settlements typically yield three to four
times the surrender value. As a result, policy owners are not tied to the
decisions of the past. They have the freedom and the flexibility to go forward.

Life Settlement Scenarios

To gain a better understanding of the experiences that might encourage
someone to abandon a life insurance policy and the benefits that one might
derive from a life settlement, it's useful to consider some common scenarios.
These examples demonstrate the changes and choices that people face
when they engage in a life settlement, but also some of the opportunities
they are able to seize. Here are some typical scenarios based on real-life
cases and experiences: .

Replacing Multiple Insurance Policies to Realize Big Savings. One 80-
year-old retired business owner held multiple insurance policies with $5
million in death benefits. His annual premiums were $426,113. His objective
was to obtain the same death benefit while reducing his substantial annual
premiums. Through a life settlement, he sought the money to fund a single
$5 million policy. Based on the highest offers available to him, he was able to
obtain life settlement proceeds of $950,000. Those proceeds enabled him to
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One 78-year-old man
was unable to keep up
with his premiums for a
$250,000 policy and was
in danger of losing his
home due to mounting
bills and unpaid loans.
His life settlement
enabled him to pay off his
bills and keep his home

fund a new po(icy with the same coverage; however, annual savings in
premium payments will total $125,312.

Eliminating Premiums through a New Policy. A 75-year-old woman held a
life policy for $2.5 million. However, her annual premiums of $85,130 were
becoming far too costly. Moreover, one of the beneficiaries for which she had
held the policy preceded her in death. Considering the changing
circumstances in her life, she sought a different policy. Having received a life
settlement offer of $779,000, she used the proceeds to purchase a new
single premium policy with a $1,300,000 death benefit. As a result, this
individual was able to completely eliminate annual premiums — saving
$85,130 a year.

Enabling a Comfortable Retirement with $1.1 Million Settlement. One
73-year-old business owner wanted to sell his company, but was unable to
solicit an offer that he considered sufficient for his retirement needs. Working
with his financial advisor, he realized he could sell his business-owned policy
on the secondary market. The term policy, which had a face amount of $5
million, had no cash value. The life settlement transaction, however, yielded
him $1.1 million — enabling him to take the proceeds and fund a comfortable
retirement. ’ '

Salvaging a Policy from Lapse to Protect a Home. One 78-year-old man
was unable to keep up with his premiums for a $250,000 policy and was in
danger of losing his home due to mounting bills and unpaid loans. He had
experienced unexpected health problems that were not covered by Medicare.
He had also provided money to a grandchild for college tuition. Now, he
found himself in difficult financial straits. He was unable to pay his escalating
life insurance premiums and was prepared to let the policy lapse. He was
even facing foreclosure on his house. Then a friend told him about life
settlements and he asked a financial advisor. As a result, the $70,000
payment he received within a week of seeking bids and a day of selling his
policy has helped him pay off some troubling debts and keep his home.

Funding Replacement Coverage with Lower Premiums. This case
involved an 83-year-old woman with a $1 million universal life policy with
premium payments of $42,321. However, her insurance carrier offered a
cash surrender value of only $46,567. She wanted to maintain her coverage,
but needed to lower her monthly premiums to reduce expenses and maintain
her quality of life. Through a life settlement she was able to obtain $310,000.
The proceeds were then used to purchase a new $1 million policy with
significantly lower premiums.

Creating Financial Security and Peace of Mind. One 76-year-old man
developed financial problems after his wife passed away and realized he
could no longer afford to pay the premiums for a $2.5 million survivorship
universal life policy. He was prepared to cash it in for just $55,544 when his
broker referred him to a specialist in life settlements. Having received
$785,000 as a top bid, he was able to secure his future years and told his
broker that this had changed his life.

As these scenarios suggest, there are far-reaching — even life-changing —
benefits to be realized through life settlements. They represent smart money
management in many cases — a financial tool to maximize the value of one’s
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life insurance zssets. In other cases, they represent a means of addressing
mounting problems and gaining financial security. In every case, life
settiements offer superior value to the |nd|v1duals who choose to take
advantage of them.

The Life Settlement Process

Companies will As discussed, a vibrant and highly regulated secondary market for life
competitively bid on the insurance policies has emerged in recent years as companies have raised
purchase of an existing pools of capital. These companies competitively bid on the purchase of an
policy based on the " existing policy based on the insured's current age, state of health and the

insured's current age, . . . At
. w W ti
state of health and the overall economic environment. Those who qualify can now get a competitive

overall economic market quote based on several bids. Here are the nine key steps associated
environment with the life settlement process.

1. Need Realized. Consumer realizes a need or an advisor signais the
option that he can sell his policy to the consumer.

2. Application. Policy owner completes settiement application and
provides necessary documentation.,

3. Documentation.  Settlement provider acquires supporting
documentation, verifying insurance and medical status. Settlement
companies can work with either the advisor or directly with the
policy-owner. :

4. Review. Settlement provider's insurance and medical experts review
the file, determining its ultimate vnabnllty including a review for
potential fraud.

5. Policy Match. Settiement provider determines suitability for sale,
and matches policy for appropriate funding. At this point, the
settlement company may also determine that the settlement does not
qualify, which ends the process.

6. Offer. Settlement provider relays the offer to client advisor or
ultimate buyer. If the offer is declined, the policyholder can-seek
other offers with other settlement providers,

7. Closing Package. If the offer’'is accepted, a closing package is
delivered to the advisor or client for review and signatures.

8. Notification. Signed documents are returned and the insurance
carrier is notified.

9. Funds Transfer. Upon written verification of change of ownership,
settlement funds are transferred to the selling policy owner from
Trustee's Escrow Account.

When the transaction is complete, the buyer — or life settlement provider —
becomes the new owner of the life insurance policy, pays future premiums
and collects the death benefit when the insured dies. The proceeds of the
sale can be used in any manner the seller sees fit.

LISA White Paper August 22, 2006 www lisassociation.org



Page 12

dvisor signals N
Upon writien Opt rot
verification of change
of ownership, scitlement
funds arc transferred
1o the setlor from

cICTOwW

Policy owner
and insured complete
scttlement application
and provide necessary
documentation

Scttiement
Signed company
documents are ) acquires
rewrned. the I'he Lifi c supporting
insurance carricr Jdocumentation,
s notified.... verifying
Settlement insarance and
medical status
Process ctemes
IF the offer Is ) company’s
accepted,a mfurmcc and
closing package is - medical experts
delivered 1o the

b ’ review the file,
advisor or client determining its

for review and : ultimate viabilicy,
signaturcs including review
for porential
fraud

Sculement
company dctermines
suitability for funding,

Sculement company retays
offer 10 advisor
or ultimatwe clienr®

matches policy/ scutlement
IF the offer o0 appropriate funding
is declined,
the casc is
closed

*Scitlerncnt corrpastics Can
work with the advisee o

directly with the wltimeate
Copyright 2006, Habersham Fandimt, LLC.

. cliert (tiw policy holder ov
Dctermines scttlement iy anaodi, depending on
. Habersiampunding.com docs not qualify the wishes of tiwe advisor,

LISA White Paper

August 22, 2006 www.lisassociation.org



Page 13

Life settlements are a
smart money
management tool, a key
consideration in estate
and financial planning
efforts. Therefore, you
should assess them in
association with your
financial advisors and
estate planners

What to Look for in a Life Settlement

When considering 2 life settlement, policy owners have several issues they
should keep in mind. The first point to remember is that any steps in this
direction should be discussed and examined in association with a financial
advisor. Whether you turn to an accountant, an attorney, a financial planner
or some combination, it's critical to seek professional advice in order to
ensure the best possible outcomes.

Life settlements are a smart money management tool; a key consideration in
estate and financial planning efforts. Therefore, you should assess them in
association with your financial advisors and estate planners. While much
information is readily aveileble through trade associations such as LISA,
financial advisors should be able to provide relevant referrals.

Also, recognize that regulations will vary by state. You should find out what
regulations — if any — apply to your state with regard to life settlements. The
key regulations tend to concern licensing rules and whether brokers and
providers must provide certain legal “disclosures” — information, guarantees
and protections — during the life settlement process. While some states do
not mandate these disclosures, policy owners can demand that they be
provided by brokers and providers.

Evaluating Brokers and Providers

The next consideration — assuming life settlements remain a compelling
option — is whether to work with a life settlement broker or a life settiement
provider. It is possible to engage in a life settlement in either fashion.
However, most settlements are conducted through a broker, who can then
solicit multiple, competitive bids on the insured's behalf. The advantage of
working directly with the provider — which is only responsible for its own bid —
is that intermediaries are eliminated in the process. When possible, it's best
to seek guidance from a financial advisor on this decision.

Whether you choose to work with a broker or provider, the ultimate goal is to
obtain the best possible settlement on the best terms. Once a decision is
made about the type of settiement broker or-provider that will be employed,
several criteria should help guide you - the policy owner — in deciding which
particular firm (or individual) to engage.

When assessing a life settiement broker (or a provider with whom you will
work directly), key criteria to consider are professional reputation, years of
experience in the industry and past performance with settlements.

Professional reputation is a mark of how a particular individual broker or firm
is perceived within the industry. Are their customers satisfied? Are they
licensed in a significant number of jurisdictions? Have they obtained
references and testimonials? Do they belong to a recognized industry trade

" association such as LISA and holds them in good standing? Has any

insurance department taken any adverse regulatory action against the
individual or firm?
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Whatever the particular
state's regulations, there
are certain industry-
standard practices that
all brokers should follow
and certain disclosures
that should be made

When judging years of experience, take into account that the life settlement
industry is relatively young. An individual with four-or five years of solid
experience can be a very appropriate service provider.

The most critical element is past performance. How many settlements
handled in a typical year and, more importantly, what amounts have been
acquired for clients. Ask the broker to walk you through past cases that are
similar to your own and show the results. And ask the broker for client
references.

Relevant Disclosures

Finally, it is important to ensure that relevant disclosures are presented for
mutual consideration and signature. Whatever the particular state’'s
regulations on such matters, there are certain industry-standard practices
that all brokers should follow and certain disclosures that should be made to
the policy seller.

Among the key disclosures pertaining to the life settlement application
process that might be drawn from the model regulations of the National
Association of Insurance Commissioners (NAIC) are:

e The policy seller has the right to rescind a life settlement contract for
fifteen (15) calendar days after the receipt of the of the life settlement
proceeds from the provider.

e Funds will be sent to the policy seller within three (3) business days
after the life settlement provider has received the insurer or group
administrator’s acknowledgement that ownership of the policy or
interest in the certificate has been transferred and the beneficiary
has been designated.

However, it's also important to note that disclosures should sufficiently wam
policy sellers ebout other factors of concern. One relevant disclosure: “Some
or all of the proceeds of a life settlement may be taxable under federal
income tax and state franchise and income taxes. Assistance should be
sought from a professional tax advisor.” Ancther: “Proceeds of the life
settlement could be subject to the claims of creditors.” If the seller is within
two years of death, there is also the possibility of obtaining “accelerated
death benefits” from a life insurance company.

Ctearly, policy owners should engage in life settlements with their eyes wide
open. Understanding all the implications of making a life settiement will
ensure the most satisfactory and successful outcomes. Ensuring that all the
relevant disclosures are provided by the firms with which one works is an
important part of this equation.

After a life settlement provider's bid has been accepted, one should expect a
different set of disclosures at the time of contract in the closing package.
Among the key disclosures:

e State the &ffiliation, if any, between the life settlement provider and
the issuer of the insurance policy that is being settled.
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Jt’s important to
recognize that the broker
has a fiduciary role to
represent the seller by
law. The broker s job is
1o fully represent the
interests of the policy
seller

LISA membership
indicates a company has
spent time, money and
effort ta comply with

_government and public
standards

e The life settlement provider shall disclose to a prospective seller the
amount and method of calculating the broker’'s compensation. The
term “compensation” includes anything of value paid or given to a life
settlement provider for the placement of a policy.

o State the name, business address and telephone number of the
independent third-party escrow agent, and the fact that the policy
seller may inspect or receive copies of the relevant escrow or trust
agreements or documents.

Such disclosures ensure the policy seller is protected should any problems
occur in the final process of policy transfer or the handling of escrowed
funds. In some cases, errors and omissions insurance may also be offered to
cover these possibilities.

It's important to recognize that the broker has a fiduciary role to represent the
seller by law. While the broker is most likely to receive a commission based
on the amount of the life settlement (and it's perfectly acceptable to ask the
broker to clarify those arrangements), the bottom line is that the brokel’s job
is to fully represent the interests of the policy seller.

As mentioned, one key way to ensure that brokers and providers are
reputable is to check their affiliation with recognized trade groups such as
LISA. In defense of the interests of consumers, LISA requires all its members
to sign a code of ethics and follow its Standard Operating
Practices. .

About LISA ( Life Insurance Settlement Association )

LISA was founded in 1995 as a non-profit trade association for members of
the viatical and life settlement industry and associated businesses. It is the
oldest and largest association in the business with more than 120 company
members. LISA's core mission is to actively represent the interests of -
consumers, ensuring they have a full range of choice and protectlon with
respect to life insurance settlements.

Since its inception, LISA has been a leader in promoting responsible
legislation and regulation of the industry. It has contributed conceptual and
detailed language to actual laws governing the industry in most states.

These efforts have resulted in improved public information and awareness.
They also have helped create a competitive marketplace for the purpose of
providing the consumer a valuable financial service.

Trade zssociation membership indicates a company has spent time, money

and effort to comply with government and public standards. Members of
LISA are kept abreast of the latest activity in the areas of securities

legislation and regulation of the business.
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What LISA Can Do for You:

LISA is a non-profit trade association dedicated to serving the public with
the highest degree of standards. It is a valuable source of information for
the consumer, member companies, regulators, legislators and all interested
parties. It is regarded as the most comprehensive authority in the life
settlement and viatical business.

The association offers many benefits and services to the public, including:

e Referral Services: LISA Member companies are - experienced,
knowledgeable and held to the highest ethical standards. You can
refer to its member company section at lisassociation.org for a
list of companies.

e Licensing: Many states regulate the life settlement and viatical
business. LISA will identify whether or not your life settlement is a
regulated transaction in your state.

e Legislation and Regulation: There are laws or pending rules in
many states. LISA can provide you with specific rules in your state
or assist you in determining where to find the information.

e Questions and Answers; The association’s website was designed
to provide you with the information necessary to be informed
regarding the life setllement and viatical settlement business. Feel
free to call LISA's home office with any questions or assistance you
may need.

LISA is dedicated to serving the public.

Any questions or comments are welcome.
Feel free to e-mail LISA at
support@lisassociation.org
or call (407) 894-3797,
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SELLER'S GUIDE
HOW A LIFE SETTLEMENT WORKS

Important Information You Need to Know Before Entering Into a Life
Settlement

What are life settlements?

. A life settlement is the sale of a life insurance policy or certificate (hereafier referred to
» malenais as policy) issued on the life of a person, who does not have a catastrophic or life-
threatening illness or condition that is likely to result in death within 24 months, for a

. dollar amount that is less than the policy's face value, The person who is insured under
» seminars the policy is called a life settlor. This person may or may not be owner of the poficy.
Only the owner of the policy has the right tc sell the policy. If you do not own the policy,
the owner cannot sell the policy without the insured’s consent. The entity that buys the
policy is called a life settiement provider (hereafter referred tc as provider.) allsettled
Group, Inc. affiliates act a funders (they buy the policy). Additionally, there are persons
called brokers or provider representatives, who help with the sale of the policy.

» downloads

A life settlement offers you the opportunity to receive a portion of your policy’s death
benefit while you are still alive.

How do life settlements work?

Most providers, provider representatives or brokers will ask you to complete an
application, along with policy and medical release forms so that they can gather
information from you life insurance company and your doctors. Al information gathered
must be kept confidential and cannot be given to anyone without your written approval.
If you guatify, the provider will make you an offer for your policy. The amount offered for
your policy will be based on facts such as how long you are expected to live, the
amount you pay for premiums, the rating of your insurance company, and your policy's
provisions (e.g., a waiver of premium). If you accept the offer, you will be asked to sign
a life settiement contract.

Do | have to sell all of my policy?

No. You can sell all of your policy or you can sell only a part of your policy. If you sell
only a part, you will be required to assign or transfer only the part being sold. if you sell
the entire policy, the provider will hecome the new owner of the policy.

Is there a difference between a broker and a provider representative?

Yes. Although both a broker and a provider representative will help you with the sale of
your policy, there are imporiant differences between them. A broker works for you. A
broker will check with several providers to find the best offer for you. A provider
representative works for a provider. A provider representative will only check with the
provider that he or she works with 1o get you their offer. If you use someone to help
with the sale of your policy, you may want to ask whether they are a broker or a
provider representative. ’

hitp://www.allsettled.com/sellerguide.himi (1 of 4)4/27/2006 10:29:18 AM
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is the provider, provider representative or broker required to keep my
information confidential?

Yes. Any financial, medical or personal information obtained by a provider, provider
representative or broker about you, including your family members, a spouse or a
significant other, may not be shared with anyone unless you have given written
approval thal the information may be shared. Any written approval for the sharing of
this information must show who may get the information and why it is to be released.

If | enter a life settlement contract, when will I get my money and who
from?

The answer to this question depends on how the provider runs its business. Some
providers use an escrow agent or trustee to handle the money that will be paid to you.
If an escrow agent or trustee is used, the escrow agent or trustee will send you the
money within three business days of the date the insurance company confirms to the
provider that the transfer of ownership has been completed. If an escrow agent or
trustee is not used, the provider wifl send you the money within three business days
from the date you signed both the contract and the papers needed to transfer or assign
you policy to them.

What if | change my mind?

if you change your mind about selling your policy, you can cancel the life settlement
contract at any time up to the 15th day after you receive the money form the provider.
To cancel the life settlement contract, you will have to return any money the provider
paid to you for the purchase of your policy along with any premiums the provider paid
to keep the policy in force. If you change your mind, remember to arrange with the
provider to have the insurance company transfer the ownership of the policy back to
you.

What if | die shortly after selling my policy?

If the insured dies at any time up to the 15th day after you receive the money from the
provider, the settiement contract will automatically cancel. The provider will pay the
owner of the policy or beneficiaries designated by the owner in the life settlement
contract any proceeds it receives from the policy, minus any money it already paid for
purchase of the policy and any premiums it paid to the insurance company to keep the
policy current. The insurance company or the provider should refund any unearned
premiums paid.

What happens after | get my money?

After the provider had paid the owner for the sale of the policy, they may begin calling
to check on the health status of the life settlor.

What if | don’t want to be contacted about my health status?

If you do not want to be contacted about your health status, you may appoint an adult
person or persens to be contacted on your behalf. That person must be in regular
contact with you and you must give the provider their name, address and phone
number. Once you give the provider this information, they may not contact you unless
they have tried and have not been able to reach your contact person for more than 30
days. If you need to, you can change your contact person at any time by sending a
written notice to the provider.

How will | know who will be calling me or my contact person about my
health status and how often can they call?

The provider must give you the name, address, and phone number of the person who
will be contacting you or your contact person(s) about your health status. Contacting is
limited to no more frequently than once every three months.

Will the provider be calling my doctor to check on my health status?

Some providers will use ycur signed medical release form to check with your doctor for
updates on your health status. The medical release form tells your doctor that you want
your doctors to give your medical information to the provider, broker or provider
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representative. If you decide you do not want the provider to contact your doctor, you
have the right to withdraw your medical consent in accordance with faw.

Does anyone make money or commissions from the sale of my policy?

You have the right to ask for and receive the names of all the people who have or will
receive some type of payment from the sale of your policy, along with the amount and
terms of the payment. You may ask for this information at any time.

How will | know if my policy includes extra coverage like accidental death,
future increases in the death benefit, or covers other family member? Do
these affect my settlement?

Some policies contain extra coverages. You may want to contact your insurance
company or agent to see if your policy contains a provision or rider providing extra
coverages

If your policy.includes a benefit for accidental death, the additional death benefit may
not be included as part of your settiement. The additional death benefit will remain
payable to your beneficiaries or your estate.

If your policy provides future increases in the death benefit, you may want to ask how
much the provider is paying you for the purchase of this benefit.

if your policy is a joint policy, or provides coverage on the lives of other family members
or anyone other than yourself, there may be a possible loss of caverage.

Are there other options available besides selling my policy? You insurance
company may offer options, such as accelerated death benefits, loans and surrender of
the policy for its cash value. Before entering into a life settlement, you should contact
your insurance company or agent to see what options are available.

What other things should | know about a life settlement contract?

Some things that may be affected if you enter a life settlement are:

> there may be a loss of life insurance coverage on your spouse or other family
members, if the policy (or any riders attached to it) covers their lives;

> the amount of premiums you pay;

> policy cash values or dividends, if provided for in the policy;

> aloss of other rights or benefits, including conversion rights and waiver of premium
benefits that may exist under the policy;

> you may incur tax consequences;

> your ability to receive supplemental social security income, public assistance, and
public medical services including Medicaid; and

> the money you receive for your life settlement could be taken away from you by
creditors, personal representatives, trustees in bankruptcy and receivers in state or
federal court.

Because of the above, you should contact an attorney, accountant, estate planner,
financial planning advisor, tax advisor, social services agency, your insurance
company, or agent, as applicable, to find out what effect seiling you policy will have on
you.
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Advanced Settlements — Leaders in the Life Setilement Industry

N About Us

Company Background

Advanced Setllements, Inc. is one of the Iargest life settlement companies in
the nztion, Having developed relationships with more than 20 funding
institutions, the company works with financial professionals, attorneys and
charitable organizations to obtain multiple offers on the secondary market in
pursuit of the highest possible settlement for the client. The company is
commitied to educating the financial marketplace about life settlements and

" to steering the course of prudent regulatory activity through its

representation on the Board of the Life lnsurance Settlement Association
(LISA).

" Corporate Vision

Recognizing that many senior individuals over the age of 70 experience
lifestyle changes where lerge life policies may no longer be necessary,
Advanced Settlements saw an opportunity to create a forum for these
individusls to tum their policies into cash. This service has become
extremely valusble to seniors with estate planning issues and to date the

“company has placed more than $2 billion in Life Settlement transactions.

Management Team

Our management team is leed by Sean McNealy, Scott Klrby and Matt
Ganovsky, co-presidents of Advanced Settlements, Inc. Our seasoned group
of executives (comprised of the three co-presidents and senior meanagement
team) have more than 40 years combined experience in the industry, several
of whom were among the first to handle life setflement transactions in the
J21e1990s, Click here to review professmnal bios of our corporate

executives.

Fundmg Relatlonehnps
Advanced Settlements has developed relatnonshlps with the Nation’s leading

" institutional investors in the Life Settlemnent industry. Similar to underwriting

a life insurance policy, each case is introduced to various funding companies
— thereby broadening the opportunity for muttiple offers in pursuit of the -
highest possible cash setllement for each policy.

‘Multiple Channel Marketing

in order to educate the marketplace about the availability of this financial
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Advanced S_en]emeﬁts — Leaders in the Life Settlement Industry

product end to identifylcenior pclicyholders interested in a Life Settlement,

©Advanced Settlements markels it services through a variety of channels as

explained below.

. . ] . .
We believe that selling one’s life insurance policy as part ofa broader
financial planning stretegy is cften & prudent financial decision, but
nonetheless a significant step for the policyholder. That's why we encourage
seniors 1o seek professional guidance when considering this transaction.

Although in many csses Advanced Settiements works directly with the
policyholder, the company is eble to broaden its reach in marketing this new
financial product by working with the financial and legal advisors of the -
policyholder, including 1he follownng professnonals and other centers of
influence: .

.+ CPAs

» Estate Attorneys
« Insurance Agents/Brokers
» Financial Planners/Registered Reps -

Educating the Marketplace

Because insurance agents and brokers often have a business practice that
sllows them to readily identify candidates for Life Setilement transachons,
Advanced Settlements offers markeling assistance to established insurance
zgencies and brokers in order to zssist them in educatnng seniors about the
avallablhty of Life Settlements.

AS-2
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From: Jim Dodaro
Sent: Friday, May 06, 2005 8:54:02 AM
To: BN

Subject: FW: Competitive Offers Information - ([ RuRe

Can you price for I1B?

----- Qriginal Message—--

From: Sl

Sent: fFriday, May 06, 2005 12:51 PM

To: Jim Dodaro

Cc: SN

Subject: RE: Competitive Offers Information -

Initially they had an offer of 100k DB from a competitor...If we had an |E that was significantly better than $200k
($300- 350k 1B?) perhaps | could push the fiduciary duty button and force him into presenting the offer to the
client. The agent likes working w/ us but just doesn’t why he should give up the excess comp.

Regional Vice President
Coventry First

7111 Valley Green Road
Fort Washington, PA 19034
Toll-Free 800-442-1181
Direct MNGEGNEND

Fax GHESMINAD
SR @ coventryfirst.com
www.coventryfirst.com

This transmission contains proprietary, confidential and/or privileged information which may be read and/or used
only if received by the intended recipient. Any dissemination, distribution or copying of this e-mail, and any
attachments thereto by unauthorized users is strictly prohibited. If you have received this email in error, please

respond to the sender or call us at (ENGCNGGRAN

----- Original Message-----

From: Jim Dodaro

Sent: Friday, May 06, 2005 12:48 PM

To: NG

Cc: .

Subject: RE: Competitive Offers Information -

if he is not willing to give up comp why would an 1B offer with 60K work?
----- Original Message-----

From: Sl

Sent: Friday, May 06, 2005 12:44 PM
To: Jim Dodaro

Cc: i

COVJD 00031940
Confidential/Trade Secrets




Subject: FW: Competitive Offers Information -§§

Jim,

We were working w/ Bl on this and ) understand he is out this afternoon. We are in competition
w/ a funder that is permitting a ridulous amount of comp ($100k on $1m policy). The agentis
planning cn giving the client $200k cash...what would an |B offer look like if we assume $60k
comp? The agentis NOT willing to give us the case and take a $40k hit in his pocketbook (1 love

the greed).

) _
Regional Vice President
Coventry First '
7111 Vealley Green Road
Fort Washington, PA 19034
Toll-Free G
Direct U EG—_—

Fax SRS

SR & coventryfirst.com

www.coventryfirst.com

This transmission contains proprietary, confidential and/or privileged information which may be
read and/or used only if received by the intended recipient. Any dissemination, distribution or
copying of this e-mail, and any attachments thereto by unauthorized users is strictly prohibited. If
you have received this email in error, please respond to the sender or call us at (ENG_GGGA

----- Original Message-----

From: (RN
Sent: Friday, May 06, 2005 11:46 AM

To:

NN
Subject: RE: Competitive Offers Information - Sy S NENGGGE_n

} don't think there is any way we would let anyone take 100K of comp on a 1M policy.

----- Original Message-—--
From: -
Sent:rFriday, May 06, 2005 11:14 AM

To: NNMRANOENN
Subject: RE: Competitive Offers Information - _

Importance: High

It looks like we are going to lose this one. | think @ 330K-340K we have the highest offer,
but we are too far off on comp. | am under the impression that the funder is a German
Group and il said that in the event something falls through with them the case is ours.

From: DN
Sent: Thursday, May 05, 2005 1:53 PM
To:

A
Subject: RE: Competitive Offers Information - (TGN

CcovJdD 00031941
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Yes, | believe deferring comp would be the only way he cecudid take more with us. There is
some leeway 1o go above E% on a czse-by-cese basis, but 10% would definitely be too

high.

----- Original Message---—
From: SN

Sent: Thursday, May 05, 2005 12:25 PM

i ] o
Subject: RE: Competitive Offers Information - SGESNNING

He will do the case if we can get there, but the issue is now becoming comp. He is
getting offered 10% of face, is deferring comp the only way we can do above 6%?
Are there any other options? Let me know. Thanks.

From: (SRR

Sent: Thursday, May 05, 2005 12:16 PM

To: JNERN—

Cc: S

Subject: RE; Competitive Offers Information - [ N ENGGGG_

Please also request an LE from Jill Thanks.

----- Original Message-----
From: i
Sent: Thursday, May 05, 2005 11:43 AM

To: RN Competitive Intelligence

Cc:

SRR ,
Subject: RE: Competitive Offers Information -“

Who is this offer from? What are the splits? WIIl he keep shopping if we beat
300K oris it ours?

COVJD 00031942
Confidential/Trade Secrets
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From: Jim Dodaro
Sent: Tuesday, January 25, 2005 11:49:27 AM
To: Reid Buerger

Subject: FW: D

| think pn'cihg will get better. 1 am matching the 425K and we are trying to get contracts out
tonight.

-—-Original Message—

From: (NG

Cent: Tuesday, January 25, 2005 4:.38 PM

Tos: Jim Dodaro

Cc: AHB; Reid Buerger; GSiENAE IR
Subject: FW: Sl

Importance: High

QIR just received an increased offer of $425k gross from MR (! will complete the
competitive offer form). 1should be receiving an email momentarily as supporting documentation
of this offer, do we want to compete?

Regional Vice President
Coventry First

7111 Valley Green Road
Fort Washington, PA 19034

SR @ coventryfirst.com

www.coventryfirst.com

This transmission contains proprietary, confidential and/or privileged information which may be
read and/or used only if received by the intended recipient. Any dissemination, distribution or
copying of this e-mail, and any attachments thereto by unauthorized users is strictly prohibited. If
you have received this email in error, please respond to the sender or call us at (NGNGG_—GGG

-—-Original Message——

From:

Sent: Tuesday, January 25, 2005 4:32 PM

To: AHB -

Cc: Reid Buerger; (i NNNNGNGNENNNANRNND

Subject: RE: (P

ﬂ agreed to reopen the case and we are currently the high offer at $418k gross for the
£2.5m policy. They are still planning to conduct a meeting at 9:30am tomomow with the attomey
and insured to sign the cp from the highest bidder. We will likely be in hot competition with
S On this case as they have already communicated to iR that they can "name”
their price as they claim to be closing out a portfolio.

COVJD 00021725
Confidential/Trade Secrets



Regional Vice President
Coventry First

7111 Valley Green Road
Fort Washington, PA 19034
TEL

FAX R,
WO coventryfirst.com

www.coventryfirst.com

This transmission contains proprietary, confidential and/or privileged information which may be
read and/or used only if received by the intended recipient. Any dissemination, distribution or
copying of this e-mail, and any attachments thereto by unauthorized users is strictly prohibited. If
you have received this email in error, please respond to the sender or call us at NINISNFNNN

-—---0Original Message-—--
From: AHB
Sent: Tuesday, January 25, 2005 12 14 PM

To:
Cc: Reid Buerger; AHB
Subject: RE:\G_

Send an email referencing the Ohio law that says the broker || NN is to
act as a fiduciary for the client and we would be both disappointed and surprised
if they chose not to act as a fiduciary in accordance with the statute. This is all the
more relavant given all Coventry's recent conversations with | NSl 2bout
Spitzer, disclosure and liability. i} you may quote me!

Alan

he client-----Original Message——-

From: Sy
Sent: Tue 1/25/2005 11:45 AM

To: Reid Buerger

Cc: Jim Dodaro; Ul AHB; SENEENANND
Subject: RE: -—

Current Yl Offer breakdown:

Gross: $381k
OTC: 8256k
Agent comp: $100k

W comp: $25k

COVJID 00021726
Confidential/Trade Secrets



| spcke w/ agent egeain and he is zero help. He is afraid of jeopardizing his
relationship with \Uilemam heme office employees as well as risking the
reletionship with the atlorney (he expressed his discomfort going back to the atty
a third time w/ more money but will do so if Wil agrees to relay a higher offer
as the enlire increase would go to the client). They have the mig scheduled
tomorrow (at (NI office) w/ the client & atty to sign closing documents.

| had WM send the offer sheet to MM w/ the $418k gross offer and | will call
them to follow-up momentarily. | am doing everything in my power 1o persuade

SN (0 =ccept our offer but | am not overly optimistic given our prevnous

conversations,

Regional Vice President
Coventry First

7111 Valley Green Road
Fort Washington, PA 19034
TEL ]

FAX

; coventryfirst.com
www.coventryfirst.com-

This transmission contains proprietary, confidential and/or privileged information
which may be read and/or used only if received by the intended recipient. Any
dissemination, distribution or copying of this e-mail, and any attachments thereto
by unauthorized users is strictly prohibited. If you have received this email in
error, please respond to the sender or call us at INGGGGN_—GE

—---Original Message-—-—

From: Reid Buerger

Sent: Tuesday, January 25, 2005 10:07 AM
To: )

Cc: Jim Dodaro; (ENER AHB
Subject: RE: D

what is the comp they pulled out?

----- Original Message—~—-

From: \Unisag

Sent: Tue 1/25/2005 9:53 AM

To: Reid Buerger

Ce: Jim Dodaro; (SR AHB
Subject: RE: il

Regarding the OTC, the agent is dictating the amount of comp
being carved out (not a full comp case). How do you suggest we
arrive at our OTC for the purpose of the letters?

COVJD 00021727
Confidential/Trade Secrets



Relzetive to contact with the atty, | have not had any direct follow-
up with the atty as the zgent requested that | leave this in his
hands (it was his relationship from the onset).

Regional Vice President
Coventry First

7111 Valley Green Road’
Fort Washington, PA 19034

P © coventryfirst. com
www . coventryfirst.com

This transmission contains proprietary, confidential and/or
privileged information which may be read and/or used only if
received by the intended recipient. Any dissemination,
distribution or copying of this e-mail, and any attachments
thereto by unauthorized users is strictly prohibited. If you have
received this email in eror, please respond to the sender or call

us at TN

-----Original Message—-

From: Reid Buerger

Sent: Tuesday, January 25, 2005 9:47 AM
To:

Cc: Jim Dodaro; SR, AHB
Subject: RE: (D

I think we should draft a letter making the following
points:

1. Confirm the client is aware of the highest
offer (i think we should send an OTC to
both SN and the agent)

2. Remind them this case came from your
meeting with the attn (do you still have a
any contact with the attn)

--—---Original Message——
From:

Sent: Tue 1/25/2005 9:38 AM
To: Reid Buerger

Cc: Jim Dodaro; (i G
Subject: RE: (B

COVJD 00021728
Cenfidential/Trade Secrets




Yes, he is not the personzlity type to ruffle
feathers of (IR and risk disciplinary
action... NN had advised him of their
bidding system prior to the case receiving offers
and he just went along w/ their lead (I don’t think
he ever expected the case to be bid on so
aggressively). He claims to have requested
S to reopen the case for individual bids
but they squashed the idea stating that they had
committed to (il 2nd QMM had complied w/
their bidding system. | think they may have
given him a guilt tip relative to W potentially
yanking their contract w/

I will contact the agent and discuss the amount
of money being left on the table and | will clearly
outline his options. How do you feel about
teking this case direct if the agent agrees to tell
W that the trustee decided not to sell?

Regional Vice President
Coventry First

7111 Valley Green Road
Fort Washington, PA 19034
TEL G

FAX U

B & coventryfirst.com

www.coventryfirst.com

This transmission contains proprietary,
confidential and/or privileged information which
may be read and/or used only if received by the
intended recipient. Any dissemination,
distribution or copying of this e-mail, and any
attachments thereto by unauthorized users is
strictly prohibited. If you have received this
email in error, please respond to the sender or

call us at HEEEENGANg

----- Original Message~—-

From: Reid Buerger

Sent: Tuesday, January 25, 2005 9:31 AM
To:
Dodaro; Yisitaaiaens
Subject: RE: (iGN

i Jim

COVJD 00021729
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Did you talk to the agent?

-----Original Message—-

From: SR

Sent: Tue 1/25/2005 8:08 AM

To: Reid Buerger

Co: ARSI /im
Dodaro; GERNSENENA

Subject: FW: (D

See the email below. 1spoke w/ SR
yesterday on this and they claim that Sl
was making individual policy offers
throughout the entire process and therefore
they were not going to reopen the case.

Regional Vice President

Coventry First

7111 Valley Green Road

Fort Washington, PA 19034

TEL M-

FAX I
SR &) coventryfirst.com

www.coventryfirst.com

This transmission contains proprietary,

- confidential and/or privileged information
which may be read and/or used only if
received by the intended recipient. Any
dissemination, disuibution or copying of this
e-mail, and any attachments thereto by
unauthorized users is strictly prohibited. If
you have received this email in error, please
respond to the sender or call us at

-----Original Message-—
From: SN ,
[mailio: Sum—— - S

.com]
Sent: Monday, January 24, 2005 7:01 PM

To: RIS
Subject: RE: (B

CcovJgD 00021730
Confidential/Trade Secrets



Just wanted to confirm what was going on
with this case - {je® has closed bidding
on these policies - and we are going with our
offer from YRR on the $2.5M policy.
Since the second policy will likely not be
available for a month or so - we will likely
re-open that case for bidding. We hope to
have our new bidding process in place at
that time, and I think it will be something we
" can all agree to.

1 would like to discuss this process with you,
as well as plans for our upcoming Member
Forum, which I would like Coventry to
participate in.

Talk to you in the morning}

-----Original Message—-

From: B @ coventryfirst.com
[mailto: Nl Z:coventryfirst.com]
Sent: Friday, Janvary 21, 2005 7:44 AM
To: ENNER

Cc: U a coventryfirst.com
Subject: (D

1 accompanied UWINEg on two meetings
yesterday and he mentioned that the one
owner was not as motivated to sell (Im
contract). He indicated that this may
compromise his position a bit, especially as
it relates to his comp on the case.

1 think you should reconsider reopening the
case to acheive the highest offer on a per
policy basis. We would offer $390k for the
2.5m policy by itself. |l is 2 unique
situation as this is his first case and he really
wants 1o show his contemporaries at his firm
that this market can be profitable. Iknow
that the other execs at (NG were
not exactly embacing the secondary market
and the more revenue he can show on this
case the better off he will be.

COVJD 00021731
Confidential/Trade Secrets



As an aside, are you requiring comp
disclosure on all life settlment cases at this
point intime? 1f not, this seller very well
could be an accredited investor which would
allow us to use generic documents that
would NOT require comp disclosure.

What are your thoughts?

Call my cell if you get this before 8am

Regional Vice President
Coventry First

7111 Valley Green Road
Fort Washington, PA 19034
TEL S—

FAX NS

I G coventryfirst.com

www.coventryfirst.com

This transmission contains proprietary,
confidential and/or privileged information
which may be read and/or used only if
received by the intended recipient. Any
dissemination, distribution or copying of this
e-mail, and any attachments thereto by
unauthorized users is strictly prohibited. If

vou have received this email in error, please
respond to the sender or call us al&_ I

CoOvJD 00021732
Confidential/Trade Secrets



EXHIBIT 12



Page 1 of 1

From: Neal Jacobs
Sent: Tuesday, February 22, 2005 8:16:53 AM
To: Jim Dodaro

Subject: RE—

1 don't think they are big fan of co-broker but they only have 40k so if for couple thousand, I can buy
some insurance, I would do that. ----- Onginal Message----- From: Jim Dodaro Sent: Tuesday, February
22,2005 1:10 PM To: Neal Jacobs Subject: Re: {umwstsem | think so. Chk with Gl Question is
what do we do with Jlil8. Jim Dodaro Senior Vice President, Financial Underwntmg Coventry
First 7111 Valley Green Road Fort Washington, PA 19034 TEL SN FAX
PR ) coventryfirst.com www.coventryfirst.com

This transmission contains proprietary,
confidential and/or privileged information which may be read and/or used only if received by the
intended recipient. Any dissemination, distribution or copying of this e-mail, and any attachments
thereto by unauthorized users is strictly prohibited. If you have received this email in error, please
respond to the sender or call us at IR -----Original Message--—-- From: Neal Jacobs To: Jim
Dodaro Sent: Tue Feb 22 12:50:19 2005 Subject: RE: Wy they have 40k gross. do we want to
go after this one? From Jim Dodaro Sent: Tuesday, February 22, 2005 11:12 AM To: Neal
Jacobs Subject: FW: Wi 3 Importance: High Where are we with Wi’ -----Original
Message----- From: (JMSSNENRR Scnt: Tuesday, February 22, 2005 10:54 AM To: Jim Dodaro;
k Cc: SNESREENSE Subjcct: SUmImE Importance High They have an offer from
SRR {or 35K . (M <ays 40K will get this done... I will fill out a competitive offer form,
but can we compete? ISSSSNINEER Regional Director Coventry First 7111 Valley Green Road Fort
Washington, PA 19034 TEL uummeagsil T A X (NS gul o) coventryfirst.com

www.coventryfirst.com

This transmission contains proprietary, confidential and/or privileged
information which may be read and/or used only if received by the intended recipient. Any
dissemination, distribution or copying of this e-mail, and any attachments thereto by unauthorized users
is strictly prohibited. If you have received this email in error, please respond to the sender or call us at

COVNJ 00012957
Confidential/Trade Secrets
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Unknown

From: Jim Dodaro -

Sent: . Wecdnesday, March 05, 2003 10:27 AM

To: . " Reid Buerger

Subject: S - LSA

Importance: ~ High |

Telked to Jim Nut. He seid he spoke with you a while back about co-brokering the QiR case. He is frustrated that
we have not gotlen it accepted. He ssid he is sitting on a 7% gross offer from Mutual and can probably get more. If we

czn'l close he szid he could and pay us a co-broker fee.

James J. Dodaro

Vice President,; Financial Analysis
Coveniry First ’

7111 Velley Green Road

Fort Washinglon, PA 19034

=y

FAX Sehaeny

MG coventryfirst.com

www.coventryfirst.com -

COV - 1136766

- - - DL Y 4 ~”__ . Lo SIS S
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. - EXBIBITA
~ TRANSACTION TERMS
SELLER: K em—— C
INSURED: .- -
POLICY NO: - .
INSURER: ° B

Scller(s)
o Se]ler(s) SSN/Tax lD Number(s)

| ’[,s,exl_er(s)_Adqre_ss(es)f -

- _': 'ln?n‘ed(s)
: Insurcr/]nsurance Cémpany‘
- ':'Ai‘Pohcy/Cemf cate Number
? Pohcy ]ssue Date | :
s Pobcy Cash Value

: ;Net Death Beneft:

Cunenl Pohcy Benefcwnes

Purchase Pncc.

'_ Rmmbursement of Premmm. ‘

""‘Ac,credned Inveslor Represent_a_hon

CONFIDENTIAL
TRADE SECRETS

: | l

30,00

|l|“'

g

" on
-
(=]

- £78,000

Seller represents that Seller is

an accredited investor and meets

at least one of the definitions -~~~
specified by the Federal Securities
Act 0f 1933 Rule 501 Regulation D.

'gYes E]Nb B

Seller Initial

COV2-0006025
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Unknown

From: Neal Jacobs
Sent: Wednesday, September 22, 2004 10:36 AM
To: Accounting; Analysts; CASE MANAGERS

Subject: case update

seanes D B - oross offer of $705K

Do JNPRRRNENE; W - total gross offer of $2,605,000
DUNSIMEMEIRRINE (sl — o' Oss offer of $353,000
ARSI Gl — increase gross offer to $285K contingent on receipt signed contract by September 30,

2004 (cb) please make offer EXplrcthH September 24, 2004

SRS Y - gross offer of $51K

- new tota! gross offer of $100K contingent on receipt of signed contract by

GRS OV
September 27, 2004 @ only)
Siiainitinietngt — total gross offer of $484K (now offering on 2 policies)

[
QeI W— new total gross offer of $945K;
please note we are now offering on 11 policies - seel before relaying offer to producer

— verbal only increase gross offer to $150K (MR only) contingent on total
premiums pd to date of $44,130 as illustrated.

— Peadd® - gross offer of $535K
— PN - increase total gross offer of $£300K contingent on converting policy §il per

zttached illustration (attach illus §iBR) at select preferred rates; we will reimburse the payment of 15 quaﬂerly
premium for converted policy

Neal Jacobs

Director, Financial Underwriting
Coventry First

7111 Valley Green Road

Fort Washington, PA 19034
TEL el

FAX Sauieyens
Wmne @ coventryfirst.com

www.coventryfirst.com

This transmission contains proprietary, confidential and/or privileged information which may be read and/or used
only if received by the intended recipient. Any dissemination, distribution or copying of this e-mail, and any
sttachments thereto by unauthorized users is strictly prohibited. If you have received this email in error, please
respond to the sender or call us collect at W IENGgG

12/18/2005
COV - 1142334

Confidential / Trade Secrets
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From: Neal Jacobs
Sent: Thursday, October 28, 2004 7:49:23 AM

To: Jim Dodaro

Subject: RE: NS

4.9m and 10% is just over $1m.

From: Jim Dodaro
Sent: Thursday, October 28,2004 11:47 AM

To: Neal Jacobs

Subject: RE: N
What's the face?

-----Original Message—--

From: Neal Jacobs

Sent: Thursday, October 28, 2004 11:44 AM
To: Jim Dodaro

Subject: RE: iR

he did make that offer. his own $$. he doesn't have anything significant from other funders. he claims he
would go well over $1M. he asked for 1.5 pts. I offered .5 pt. do we want to do that much?

From: Jim Dodaro
Sent: Tuesday, October 26, 2004 1:33 PM

To: Neal Jacobs
Subject: RE: SHllND

Did you reach out to MK?

—---Original Message--—-
From: Jim Dodaro
Sent: Monday, October 25, 2004 10:50 AM

To: Neal Jacobs
Subject: RE: R

Per LSA, Allsettled offered 880K.

—---Original Message—-—-

From: Neal Jacobs

Sent: Thursday, October 07, 2004 3:58 PM
To: Jim Dodaro

Subject: RE: 1SR

MK doesn't have [ yet but expects it to be 10-12 years. He claims to have W@l model and thinks
they will be offenng around 23% face. Problem for him is he didn't get it to gy Advanced hasit -
there. MK is going after this w/ his own $$. He was planning to start at 20% face b/c agent said that

COVNJ 00027506
Confidential/Trade Secrets




would beat S ofTer (didn't give exact number) but now may go in for closer to 15%. I told him I
thought 20% face big offer on hezlthy survivorship. Agent is waiting on Advanced offer so we may -
want to touch base w/ them. MK is prepared to offer over 20% face is need be.

1 don't think we should go to $1m yet.

neal

From: Jim Dodaro

Sent: Tuesday, October 05, 2004 2:03 PM
To: Neal Jacobs

Subject: FW: Sl

Importance: High

Can you do some recon with Krasnerman?

-----Original Message-——-

From: James Camper

Sent: Tuesday, October 05, 2004 12:01 PM
To: Jim Dodaro

Ce: GNNRNERANy
Subject: SN

Importance: High

He has offer from both AllSettled & UE__ (both are in excess of our number but he would not
disclose exact number). He stated that $1m gross and we get case, plan on him taking full compensation
(6/30).

He needs to move quickly as his life offer is on the verge of expiring and he is buying time with the
carrier at this point.

Coventry First

Regional Vice President

Regional Director

TEL S
FAX Beatusnst

www.coventryfirst.com

This transmission contains proprietary, confidential and/or privileged information which may be read

COVNJ 00027507
Confidential/Trade Secrets



and/or used only if received by the intended recipient. Any dissemination, distribution or copying of this
e-mail, and any attachments thereto by unauthorized users is strictly prclnbned If you have received this
email in error, please respond to the sender or call us collect at m

COVNJ 00027508
Confidential/Trade Secrets
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From: Neal Jacobs
Sent: Tuesday, November 02, 2004 9:11:11 AM

To: @ @allsettled.com; NGNS
Subject: RE: 1

for M the number is 49

Neal Jacobs

Director, Financial Underwriting
Coventry First

7111 Valley Green Road

Fort Washington, PA 19034
TEL

FAX IR

S coventryfirst.com
www .coventryfirst.com

This transmission contains proprietary, confidential and/or privileged information which may be
read and/or used only if received by the intended recipient. Any dissemination, distribution or
copying of this e-mail, and any attachments thereto by unauthorized users is strictly prohibited. If
you have received this email in error, please respond to the sender or call us collect a! NN

COVNJ 00008934
Confidential/Trade Secrets
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Form y - Status Report Form

1of1

Status Report ="E""‘

http://dbscw;r/pﬁ_int_;tzfusxeporﬁaﬁp ‘

dsiwrln lalr market wluo

10/8/2004 NN on @R - over 15 years

— #: G . Agent: VNN
' Tel., Fax: NS
Age: 80 78 State: New York Case Manager: (IR '— .
Checklist Medluh
Signed Application: [ Yes § Date Orderedi: Date Receivedt:
Copy of ID: No | Date Ordered2: Date Received2:
VvOC: Fl No Date Ordered3: Date Recelved3;
cal Records: Date Ordered4: Date Received4:
Update Medical Records: [¥] Yes || pate Ordereds: Dete ReceivedS:
HNlustration: , B Yes || Dr. Name # 1: Phone #:
Copy of Original Policy: B No | Dr-Name #2: Phone ¥.
opy e ) B Dr. Name # 3; Phone #
|nsurance Company Dr. Neme # 4: Phone
Name:
Policy #: _ Status of Policy: Out to Funders
Amount:  $4,500,000.00 In-House Rep.: Lenore Saracino
Phone #: GRS v
VOC Request Jllustration Request
] Yes No _
Date Ordered: Flyes FlNo _
Date Received: Date Orderedt: Date Received1: o -
LE Request ’ ) Date Ordered2: Date Recelved2: AN
' ’ " Date Ordered3: . .Date Receivedd: e
E] Yes No Dete Ordered4: / W Receivezlf: wa
- £ ﬂ
Comments A -V w
10/8/2004 MK made offer of $980,000 - 20% of $4.9 to agen V4

: RequestiAccepted Gross
_Fu_ﬁdera e(:o b; ' SF‘:I': . {Reason for Decline g‘:g Cgf‘::: ﬁf:ﬁrrzg Pc:g;:’f:zr Offer to’
| . T Funder | Funder . : j Producer
Coventry First - - - - - - - L
. s - T B B K o - B F
b= o e = b e - = r-
o of = - o - - P~ o
E o o o o - - - » b
L - - b L e - N =3 =5
- o ) F - o p= d o I~ 5
- o o - - = - - f r— -
- - - - - - - - -
e 3 - 3 - - = o -
- o - - - - o - - | .
o e - o = o - - - -

AS NN1166

10/14/2004 1:38 PM
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EXBIBIT A

TRANSACTION TERMS
SELLER: e —
INSURED: SRR -, SN
POLICY NO: ] -
INSURER: ]
Seller(s):

Seller(s) SSN/Tax ID Number(s):

Seller(s) Address(es):

Insured(s):

Insurer/Insurance Company: .
Policy/Certificate Number:
Policy Issue Date:

Policy Face Amount:

Policy Cash Value:.

Net Death Benefit:

Current Policy Beneficiaries:
Purchase Price:
Reimbursement of Premium:

Lozns Outstanding:

Withdrawazls taken by Seller(s):

Accredited Investor Representation:

ml“ll',

L%
.y
Ne
(=]
<
<
8

b4 b4

|

L5l
o0
(=
]
[
(=4
o

?

A &
(=T <]

L d

0

Seller represents that Seller is

an accredited investor and meets
at least one of the definitions
specified by the Federal Securities

The policy being purchased
subject to such loans. .

The policy being purchased
subject to such withdrawals.

O Yes f8 No

Act of 1933 Rule 501 Regulation D.

Seller Initia-

] COVNY 00013466
Confidential/Trade Secrets
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L will fax a formal offer sheet tomorrow mormng

Page 1 of 1

Urknown
o Fro-m:_‘_'-f. . Neal Jacobs ‘ -
Sent: -~ Wednesday, December 15, 2004 6:04 PM
. To: .~ Reid Buerger

Subject:  FW: SNINSE_

lmponance High -

_see below for what he says is hls lstest offer on . ¥ cgem told us they were signing tomorrow and didn't "
want to deal w/ MK. MK claims cgent not gomg to sign b/c wamng to see what he wili do.

' neal .

From: Lénore Saracino [mailto: ltballséttled com]
Sent: Wednesday, December 15, 2004 6:01 PM : :
To: Neal Jacobs : - R

: SubJect. FW. —

As per your request

E CGH Mlchael Krasnerman on Thursday

From: M '[ma""tof_@-"com]
Sent: Wednesday, December 15, 2004 5:22 PM
To: 'Lenore Saracmo ; -@allsettled com

o SubJect. “:

This is to confrm that our Gross cffer for them P°|'CY nurnber “
"~ We mil offer S 3, 525 000 00 for this pollcy ;

'Please Iet me know the <phts and l W||l issue’ contracts

12/18/2005
COV - 441616

ConfidentiallTrade Secrets



