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About the Early Duration Claims Survey

Specifics of 2017 EDC Survey

. gggglast EDC Survey Conducted by the SOA Survey Subcommittee was in December

e Current Survey conducted from October 2016 — February 2017. Twelve companies
responded to the survey.

e Survey Focused on:
* Causes of Death Studies within the contestable and early duration period
* Underwriting Processes
e Post Issue and Post Claim Underwriting performed

* Caveats
* Preliminary results of a Survey Pending approval by the SOA




Section 1 Scope and Data

* This Section focused on claims reported and a breakdown of
those claims within the contestable period

* [t also focused on the respondents claims committee (if
available) and the types of cases that would potentially be
referred to the claims committee




Breakdown of Claims Within the Contestable Period

% of Claims Paid without Contest Policy Count Amount

2014 2015 2014 2015
1 2 3 2
4 1 3 1
2 6 4 6

90.01%-100% 5 3 2 3

Total # of Respondents 12 12 12 12

% of Claims Contested Policy Count Amount

2014 2015 2014 2015
| o%10% G 3 3 4
3 6 4 5
2 3 3 1
1 0 2 2
2 2 12 D
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Breakdown of Amount Ultimately Paid for those
contested

e 7 of the 12 respondents paid out the full face amount over 50% of the time

* 4 of the 12 respondents paid out the minimum required by the contract over 50%
of the time




Factors Affecting Claims Investigation Practices

Cause of Death 11

Factors Affecting Claims Investigation Practices

Duration from Underwriting

Geographic Location at Death (local country or foreign risk)

, O O O O r P Fk O O

Face Amount

Policy Status (e.g., Limited Pay, Paid Up)
Reinsured status

Underwriting Method (Fully, SI)

Age at Death

Age at Issue

Distribution Channel
Producer/Producer group

Other*

[EEN
N

Total # of Respondents
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Face Limitation and Claims Committee

* All 12 respondents stated their company had no Maximum Face Amount below
which their company would not contest

» 7 of the 12 respondents stated their company did not have a claims committee

Regularly As Required ~ Total
1

Disciplines

w

Claims
Legal
Actuarial
Underwriting
Compliance
Medical
Administration/Policy Owner Service
CFO
Sales/Marketing
CEO
C00
CRO
Other
Total # of Respondents
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Claim Study Frequency and Across what Dimensions
Studied

Claims Experience Study _ Do Not Study by
Claim Study Frequenc # of Responses Dimensions Study by Duration Duration

At Least Annually 6 Duration from Underwriting
Every 2 Years

At Least Once Every 5 Years Age at Death
Cause of Death

w1

As Needed
Do Not Study
Total # of Respondents 12

11
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Section 2 Causes of Death

* This Section focused on the various causes of death in the
contestable and early duration periods and the experience
studies performed during those periods




Cause of Death Study

* 4 of the 12 respondents performed studies for cause of death focusing on either
the contestable or early duration period

 Cardiovascular and Cancer combined resulted in over 39% of all contestable
claims, over 54% of all early duration claims and over 38% of all claims. None of
the other causes of death was over 10% for any of the respondents for the
contestable, early duration and all claims periods.

3 3 3

Alzheimer’s
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Departments Reviewing the Studies

* 2 respondents performed studies on an annual basis, while the other 2
performed the studies more frequently

* Department Reviewing the Studies:

4
0
0
2

Senior Management
2
2

o
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Section 3 Underwriting Practices

* This Section focused on the aspects of the respondents’
underwriting processes that may identify potential early
death claims resulting from accidental death, suicide or
homicide.




[ ] [ ] [ ]
Application Questions
Topics to Identify Accidental,
Suicide or Homicide Risk 11

Alcohol Abuse -1 10
Aviation 11 9
Avocations 11 Total # of Respondents 11

Depression 11
Driving 11
Foreign Travel 11
Illicit Drug Use 11
Occupation 11
Criminal Activity 10
Alcohol Use 9
Dementia/Alzheimer’s 8
Military 8
Bankruptcy 7

Total # of Respondents 11
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Tests and Data used or Under Consideration for Use
in Underwriting Process

10 10

10 10

10 10

10 10

5 10

4 9

4 7

4 7

10 5
4
1

10

10

10

9

8

3

10
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Tests and Data used or Under Consideration for Use
in Underwriting Process
Third Party Information

Application Questions

| Application Questions ____| __Third Party Information__|

10 10
10 9
10 8
10 6
10 5
9 5
9 5
9 4
8 3
8 2
8 1
7 10
6

5

10
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How Collected

Form # of Responses

Agent collected 10

Paramed 7
Teleinterview 7
Online 1

Total # of Respondents 10
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Section 4 Post Issue Underwriting (Prior to Claim)

* This section of the survey looks at underwriting practices
after the initial underwriting and policy issue before a claim
has occurred.

* The purpose of post-issue underwriting may include quality
control, assessment of routine underwriting practices, fraud
prevention or identify cases of material misrepresentation.




Routine Post-Issue Underwriting Prior to Claim

Program to perform routine post- Routine post issue underwriting
issue underwriting time-frame

6

5

Total # of Respondents 11

I = N O N

4
1
1
1
0
1
6
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Policies Referred to Underwriting for Review

Estimation of the percentage of contestable period | # of Responses
policies referred to underwriting or the medical
department

Total # of Respondents

Number of policies rescinded prior to claim during | # of Responses
2014 and 2015

o 0000000000000
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Total # of Respondents 10
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Section 5 Post Claim Underwriting

* This section of the survey looks at underwriting practices
after the initial underwriting and policy issue and after a
claim has occurred.

* The purpose of post claim underwriting may include quality
control, assessment of routine underwriting practices, fraud
prevention or identify cases of material misrepresentation.




V)
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Practices performed on contestable claims

Re-run MIB checking service and/or IAl # of Responses
on contestable claims

4
7
Total # of Respondents 11
Run a pharmacy record check on
contestable claims
Yes 9
2
Total # of Respondents 11

22



% of Claims referred to Various Departments

Percentage of contestable claims # of
referred to underwriting or medical Responses
department

90 ]
_9Lo
1-25% it f’
26-50% 2050
51-75% L/
= 0

Percentage of contestable claims # of
obtain attending physician Responses
tatements

_QQo,
76-99% 7160?;;6
100% -
Total # of Respondents

Total # of Respondents

Percentage of contestable claims # of Responses
referred to legal department

0

1-25% 5

26-50% 2
51-75% 2
76-99% 2

100% 0
Total # of Respondents 11
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V)
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Resources Utilized on Contestable Claims and Cases
Suspected of Fraud

# of Responses

Dedicated resources, an individual or a unit,
focused only on contestable claims

2|

4
Total # of Respondents 11

Company resources involved in cases

suspected of fraud

il
10
6
5
5
4
3
2
4
11

24



Section 6 — Miscellaneous Questions

* This section of the survey contained a further breakdown of
contestable claims by age, gender and face




Contestable Claims by Demographic Mix

Contestable Claim % by Age Group Contestable Claim % by Gender
: : ]
7 7
n 6 )
c =
25 35
s 5
a 4 a4
v 0
1] ]
=3 €3
] S
x 2 =2
1 1
0 0
30and under 31-40 41-50 51-69 70and older Male Female
m0-10% ®™1001-20% m20.01-30% ®30.01-40% ®40.01-50% M 50.01-60% m20-30% ®30.0140% W400150% ®50.0160% W60.01-70% m70.01-80%
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Contestable Claims by Demographic Mix

Contestable Claim % by Face Amount

0 - <100K 100K-<250K 250K - <500K 500K-<1M 1M and greater

# of Respondents
©C = N W B U NN

m0-10% m 10.01-20% m 20.01-30% m 30.01-40% m 40.01-50%

m 50.01-60% m 60.01-70% m 70.01-80% m 80.01-90%

27



