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ANALYSIS OF THE SERVICEMEMBERS’ GROUP LIFE
INSURANCE (SGLI) PROGRAM: HISTORY, CURRENT ISSUES
AND FUTURE IMPLICATIONS

ABSTRACT

The SGLI program is the military life insurance program overseen by the Department of
Veterans’ Affairs (VA) but managed and administered by The Prudential Insurance
Company of America. Recently, a series of news stories by Bloomberg News reported
that the program might not be following the law, and that Prudential was profiting from
the deaths of servicemen and women. The primary purpose of this paper was to analyze
the news articles for factual content and determine whether the journalistic writing style
of the author’s research distorted the SGLI program. What we found was that Prudential
ran the SGLI in a manner that was actually beneficial to both Prudential and
policyholders. We also discovered that Bloomberg used a sensationalist journalistic
style, which distorted the facts. This would have the effect of misleading the public and

casting Prudential in a negative light.
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l. INTRODUCTION

A. PURPOSE

Each servicemember?! is automatically eligible for the Department of Veterans
Affairs (VA) supported Servicemembers’ Group Life Insurance (SGLI) program. These
members include active and reserve within the Department of Defense (DoD), as well as
commissioned officers of the Public Health Service (PHS) and the National Oceanic and
Atmospheric Administration (NOAA), and cadets and midshipmen of the service
academies. Our research focuses on analyzing the DoD-sponsored, VVA-supervised and
the Prudential-managed SGLI program, and compares the SGLI program to the portrayal
by recent Bloomberg Markets Magazine (or referred to as Bloomberg News or

Bloomberg.com) articles regarding a change to Retained Asset Accounts.
B. BACKGROUND

David Evans, a reporter for Bloomberg News, has reported extensively on the
SGLI program and how the military life insurance program is administered. Through the
course of many articles written over several months in 2010, David Evans reported on
what he perceived to be numerous problems with the Department of Veterans Affairs-
supervised and Prudential Life Insurance Company-managed military life insurance

program.
C. RESEARCH QUESTIONS

The following questions were used to direct and focus the research in this project.
1. What is the SGLI program?

2. How has the program developed and changed?

1 For the purposes of this project, “servicemember,” vice “service member” or “service-member,” is
being utilized in order to provide consistency and uniformity with its usage in existing government
literature and programs; such as the Servicemembers’ Group Life Insurance program..
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3. What are the political and financial issues relating to these changes?
4. Are the claims correct?

5. Did Prudential and the VA fail to notify servicemembers of a change in its
policy, from one of writing a check to beneficiaries, to one of issuing a “Check book” or

Alliance Account? Was the change still a Lump Sum payment?

6. Interest paid to beneficiaries in the Alliance Account is less than what is earned
by Prudential on the Alliance Accounts. Is Prudential making a profit off deceased

servicemembers or their beneficiaries, and is there something inherently wrong with that?

7. If Alliance Accounts are not FDIC insured, do they need to be? Is Prudential

acting like a bank, and is it allowed to do so?

8. If the Alliance Account Change was verbal between Prudential and the VA,

was it legal?

9. Is Prudential withholding money from servicemembers?

D. METHODOLOGY

After the SGLI history and operations, we analyzed the Bloomberg news articles’
portrayal of the SGLI program and researched the accuracy of the claims. We then used
our research methodology to compare our findings to the Bloomberg articles.

To address these questions and issues, in writing this report we looked at
Government Accountability Office (GAO), Congressional Budget Office (CBO),
Congressional Research Service (CRS), Department of Defense (DoD), Defense
Manpower Data Center (DMDC) and Department of Veterans Affairs (VA) sources and
reports addressing the SGLI program and DoD deaths since 2001. We also utilized the
Dudley Knox library, its search functions, and online search engines such as LexisNexis,
ProQuest and EBSCO.



E. SCOPE AND LIMITATIONS

1. Scope

The scope of our analysis includes:

1. Introduction and Background.

2. History and Summary of Death Benefits Payments and SGLI Program.

3. Analysis of charges and reporting from Bloomberg News on SGLI program.

4. Summary, conclusions and recommendations.
2. Limitations

The primary limitation to this project is that the data used are from reports given
from Prudential to the VA, which are not formal financial statements. Financial
statements from Prudential were not specifically available for the SGLI program due to

their being proprietary records of the Prudential Insurance Company of America.

F. BENEFITS OF THE STUDY

The first potential benefit of this study is determining if the SGLI program is fair,
both legally and ethically, to the policyholders (servicemembers), the beneficiaries, and
the insurer (Prudential). A second benefit of our research is its addressing of ways the
administration of the SGLI program by the DoD, VA and Prudential could be improved.
A third potential benefit of the study is to increase public awareness of the SGLI

program.
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Il. THESGLI PROGRAM

A INTRODUCTION

This chapter gives a basic overview of the SGLI program by analyzing the
program’s origins and historic changes in order to provide a basic understanding of what
the SGLI program accomplishes, what it provides, and how it is administered. An
overview of the program is necessary in order to identify the various rules and policies
within the program as well as what the program is designed to do. Federal Law (38 USC
1965 et seq.) governs the SGLI program and mandates certain requirements that the

Department of Veterans Affairs must abide by.
B. HISTORY/ORIGINS OF THE SGLI PROGRAM

The U.S. government insurance business began in 1914 during World War 1.
With the war in Europe, Congress passed the War Risk Act on September 2, 1914, to
provide marine insurance coverage for merchant vessels that supplied European countries
fighting the Germans. Then, in 1919, the United States Government Life Insurance
program (USGLI — 1919-1951) took the place of War Risk policies (United States
Department of Veterans Affairs, 2009b). Because the U.S. armed forces suffered
significant casualties in wars, private life insurance companies were not willing to
provide coverage for servicemembers. Even though insurance actuaries are fairly reliable
in predicting deaths in the armed services during peacetime, it is exponentially more
difficult to estimate how many deaths will occur during a war. The U.S. government
needed to offset the disadvantages created in time of war. In order to do this, a
government sponsored life insurance program was needed to cover servicemembers
placed in harm’s way. Thus, the current program that we now know of as
Servicemembers’ Group Life Insurance (SGLI) was then called Servicemens’ Group Life
Insurance. The modern day Servicemens’ Group Life Insurance was born on September
29, 1965, under Public Law 89-214. At this time, SGLI provided up to $10,000 of group
term life insurance to members on active duty (USDVA, 2010b).

5



When the United States became involved in the Vietham War in 1965, Congress
concluded that a new program of life insurance was needed. Commercial insurance
companies lobbied for a role in providing coverage to servicemembers, even though they
were unable to provide the coverage themselves. The commercial insurance companies’
lobbying was to prevent the government from providing coverage indefinitely after
servicemembers separated from the service. As a result of successful lobbying, SGLI
provided for group coverage and the program would be administered by the commercial
insurance industry and not the government. The establishment of SGLI in 1965 resulted
in the Department of Veterans Affairs (VA) purchasing a group life insurance policy
from the Prudential Insurance Company of America. Prudential established the Office of
Servicemens' Group Life Insurance (OSGLI) to administer the policies. This office is
still called OSGLI, although it is now under the name of the Office of Servicemembers’
Group Life Insurance, currently located in Roseland, New Jersey, and is administered by
Prudential Insurance Company of America some forty-five plus years later (USDVA,
2010b).

SGLI expanded over the years to cover the uniformed services of the Army,
Navy, Air Force, Marine Corps, and Coast Guard, as well as Reservists, National Guard
members and several other government groups such as the Public Health Service (PHS)
and National Oceanic and Atmospheric Administration (NOAA). As applicants are
processed into the uniformed services, they are automatically enrolled in the SGLI
program and are entitled to decline the coverage in writing. The coverage was limited to
$10,000 at first and has gradually increased over the years to its current maximum
amount of $400,000 (USDVA, 2010b) (Figure 1). After the terrorist attacks of
September 11, 2001 and the subsequent wars in Irag and Afghanistan, Congress passed
Public Law 109-13 increasing SGLI’s maximum amount from $250,000 to $400,000. On
September 30, 2005, Public Law 109-80 made permanent the previously maximum
coverage of $400,000 that was authorized under P.L. 109-13 (USDVA, 2010d).



Table 1.  Historical SGLI Maximum Coverage Amounts by Year

Year 1965 1970 1974 1981 1986 1991 1996 2001 2005

Coverage Amount | $10,000 | $15,000 | $20,000 | $35,000 | $50,000 | $100,000 | $200,000 | $250,000 | $400,000

Source: The Department of Veterans Affairs: 5 May 2011
http://www.insurance.va.gov/saglisite/legislation/legislation.htm

C. SGLI SPECIFIC PROGRAM DESCRIPTION

For the purposes of this study, our analysis looks at an active duty servicemember
who elects to have the full SGLI coverage amount authorized by law, which is $400,000.

1. Deciding Coverage

The SGLI program begins on the first day of active duty and the member is
automatically covered. In order to complete the process, the member must complete
form SGLV-8286, Servicemembers’ Group Life Insurance Election and Certificate (See
Appendix A). The member is automatically enrolled for the maximum $400,000 policy
unless he or she decides for lesser coverage. Lesser coverage is allowed only in
decrements of $50,000. If a servicemember does not desire any life insurance coverage
the member must decline coverage altogether by writing on the SGLV-8286 form, “I do
not want Insurance at this time (USDVA, 2009a).” If a member does not choose
coverage when first entering the service, but decides to add the SGLI benefit or if the
member chooses to increase the coverage amount, he would be required to provide proof
of good health (USDVA, 2009c).

According to LT Nathan Kaspar (personal communication, December 8, 2010), at
the Navy’s Personnel Command, Navy Casualty Assistance, in his capacity as the Head
of Navy Casualty Operations and Navy/USMC Mortuary Division Officer, 98-99 percent
of the Navy casualties that he sees have full SGLI coverage in the amount of $400,000.

He stated “Very few sailors do not have coverage.”




Table 2. SGLI Servicemember Coverage Facts — March 2011.

SGLI Program — Servicemember Coverage Facts

Opened September 29, 1965
Number of Members Covered 2,433,500
Total Amount of Insurance in Force $913,345,223,000
Average Coverage Per Member $375,322
Average Attained Age 29.9
Average Annual Death Rate 0.96 per 1,000

Source: Department of Veterans Affairs Website.

2. Designating a Beneficiary or Beneficiaries

The next step in completing the form is to designate a beneficiary or beneficiaries
and select the amount that each beneficiary would receive, either as a percentage, a dollar
amount or a fraction of the $400,000. For example, if two beneficiaries are listed, a
member could specify 50% to Beneficiary A and 50% to Beneficiary B, or could
designate $300,000 to Beneficiary X and $100,000 to Beneficiary Y. The final step in
completing the SGLI Election and Certificate form is with regard to the payment option
for the beneficiary(ies). Per the Department of Veterans Affairs form SGLV-8286
(original form prior to the change made in November 2010 and March 2011) (See
Appendix B), the law requires a servicemember to have two and only two options for
payout: (1) in a lump sum or (2) in 36 equal monthly installments (USDVA, 2009b).

Once the member has made his selection on coverage, the member must sign and
date the SGLV-8286 and have it witnessed by a command representative. Once the form
is completed, it is submitted to the command’s personnel office for entry into the official
record of the member and is forwarded to the service branch personnel headquarters for
archival and for reference should the servicemember die. It is the responsibility of each
service to retain the original copy should it be required by Prudential for a policy payout.
A copy is neither filed nor retained by the Department of Veterans Affairs, or
Prudential’s Office of Servicemembers’ Group Life Insurance (OSGLI). When
completing the SGLV-8286, the command assisting the servicemember with the

completion of the form is required to inform the member that he may seek the advice of a



military attorney (Judge Advocate General — JAG) at no expense to the member with
regard to any legal questions about the form (USDVA, 2009a).

3. Period of Coverage

The servicemember’s SGLI coverage remains in effect until the member leaves
the service, cancels the policy or dies. The life insurance covers the member whether the
member is in a duty status (at work) or off duty (at home or on leave from the service),
and is covered 365 days a year, no matter what activity he or she is engaged in. The
policy will be paid to the beneficiary(ies) regardless of whether the member’s death is
caused by war or by accident or natural causes and regardless of whether he is killed on
or off military duty. The servicemember is also covered by SGLI for 120 days after
leaving the service (USDVA, 2009c).

4. SGLI Premiums

The maximum premium for an active duty member with $400,000 coverage
regardless of gender, age or health, is $26.00. Also, there is a $1.00 premium for
Traumatic SGLI coverage, bringing the total monthly premium to $27.00 (See Fig. 3).
The $27.00 is collected every month by the Defense Finance and Accounting Service
(DFAS) directly from the servicemembers’ pay and transferred to the Department of
Veterans Affairs, which in turn transfers the funds to Prudential via a revolving account.
The actual breakdown of SGLI coverage is $6.50 per every $100,000 in coverage or
$0.65 per every $1,000 of coverage for a total of $400,000 (USDVA, 2009c). In policy
years ending June 30, 2009 and June 30, 2010, premiums collected were $677 million
and $682 million respectively (USDVA, 2009b, 2010d).



Table 3.

OLD SGLI Premium Rate

Current and Old SGLI Premium Rates as of July 1, 2008.

CURRENT SGLI Premium Rate
Effective July 1, 2008

Monthly U Basic UoEL
. TSGLI | Monthly . TSGLI | Monthly
COYETEE PremiuMis o mium| Premium CIDEIELE FEMINT Premium| Premium
Amount rate . |Amount| Rate .
[Deduction Deduction
50,000 $3.50 | $1.00 $4.50 | 50,000 | $3.25 | $1.00 $4.25
100,000 $7.00 | $1.00 $8.00 | 100,000 | $6.50 | $1.00 $7.50
150,000 $10.50 | $1.00 | $11.50 | 150,000 | $9.75 | $1.00 | $10.75
200,000 $14.00 | $1.00 | $15.00 | 200,000 | $13.00 | $1.00 | $14.00
250,000 $17.50 | $1.00 | $18.50 | 250,000 | $16.25 | $1.00 | $17.25
300,000 $21.00 | $1.00 | $22.00 | 300,000 ] $19.50 | $1.00 | $20.50
350,000 $24.50 | $1.00 | $25.50 | 350,000 ] $22.75 | $1.00 | $23.75
400,000 $28.00 | $1.00 | $29.00 | 400,000 | $26.00 | $1.00 | $27.00
Source: Department of Veterans Affairs Website.
Table 4.  SGLI Historical Insurance Coverage and Premiums
Year | Coverage Amount | Monthly Premium Per $1,000 Premium Amount
1965 $10,000 $0.20 $2.00
1972 $15,000 $0.17 $2.55
1978 $20,000 $0.15 $3.00
1982 $35,000 $0.116 $4.06
1984 $35,000 $0.08 $2.80
1986 $50,000 $0.08 $4.00
1991 $100,000 $0.08 $8.00
1996 $200,000 $0.08 $16.00
1997 $200,000 $0.085 $17.00
1998 $200,000 $0.080 $16.00
2003 $250,000 $0.065 $16.25
2005 $400,000 $0.065 $26.00
2006 $400,000 $0.07 $28.00
2008 $400,000 $0.065 $26.00

Retrieved from the Department of Veterans Affairs Website: 5 May 2011
http://www.insurance.va.gov/sglisite/legislation/legislation.htm
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5. Policy Proceeds/Payout Options

When the servicemember completes the SGLI enrollment form, he has the option
to select ether the lump sum or the installment method for the listed beneficiaries. If the
Lump sum option is chosen, the method of payment will be made to the beneficiary
through a Prudential managed Alliance Account. An Alliance Account is Prudential’s
trademark name for a Retained Asset Account (RAA). According to the Federal Deposit
Insurance Corporation (FDIC), “A Retained Asset Account is an insurance company
product in which the beneficiary of a life insurance policy receives proceeds in the form
of an account provided by the insurance company in lieu of a lump sum payment (FDIC,
2010).” This is not a bank account and is not FDIC protected, since it is an insurance
product. Normally, the payout action will take place within 1-2 weeks after the
servicemember has died. How long depends on how quickly the insurance company
received an official military or state death certificate confirming that the servicemember
has died. The full SGLI policy amount will be placed in the Alliance Account for the
beneficiaries’ use. For example, if a servicemember dies with a $400,000 policy and has
the lump sum option on his SGLI form, within a short time after OSGLI receives all the
official paperwork and death certificate, the beneficiary will receive a package and a
“check book” which he can use to write a check from the Alliance Account for the full
$400,000 and deposit it in his personal checking account (or any other financial account)
or keep it in the Alliance Account at no cost to the beneficiary. The Alliance Account
acts like a “checking account.” The money in the account earns interest (currently
reported to be .5 to 1% annually), backed by Prudential the strength of Prudential’s
financial portfolio. The interest and the proceeds are both tax free (USDVA, 2009c).

If the installments option were selected, 36 equal monthly installments starting at
the date of death will be sent to the listed beneficiaries. Once the completed claim forms
and an official State or Military death certificate are filed and the claim is approved, the
first installment is sent upon receipt, which could be a few months after the official date
of death. The amount of each monthly instaliment would be calculated to include interest
on the unpaid balance (USDVA, 2009c).
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The last way proceeds can be received is through an Accelerated Benefit Option
(ABO). This is where the policyholder is terminally ill and would be given partial access
to his death benefits. If this option is selected, the terminally ill policyholder will have
access to 50% of the face value of the policy in his lifetime, where the money will be
available in $5,000 dollar increments. The insured must have a medical prognosis of a

life expectancy of nine months or less (USDVA, 2009c).

D. FINANCIAL ROLE OF THE DEPARTMENT OF DEFENSE AND
DEPARTMENT OF VETERANS AFFAIRS

1. Trail of Premiums

After the servicemember completes the SGLI enrollment form, the form is then
processed and the member would begin paying the monthly premium via an allotment
from his military pay from DFAS. The premiums collected by DFAS are then transferred
to the VA Insurance Service Center in Philadelphia, PA. According to Mr. Stephen
Wurtz, the Deputy Assistant Director for Insurance at the Department of Veterans
Affairs, the VA receives 15 separate payments during the course of the month (from
Army active duty, Army Reserve, Navy active duty, Navy Reserve etc.). Each payment
is reviewed by the VA Insurance staff, and then sent to an independent Internal Control
Unit which checks that the voucher matches the amount of money, etc. The Insurance
staff then records the payments, and electronically forwards the payment to Prudential the
same day, unless it is received from DoD late in the afternoon. This is important because
it allows the money to begin earning interest quickly — and all interest is paid into the
SGLI account that Prudential manages. The VA forwards the premiums to Prudential’s
OSGLI account. When an SGLI enrolled servicemember dies, the proceeds are then
credited from Prudential’s OSGLI account either to an Alliance Account for the
beneficiary or to the beneficiary via the installment method of payment (S. Wurtz,
personal communication, May, 4, 2011).

Prudential manages the day-to-day payouts of SGLI and reports to the VA’s
Regional Office and Insurance Center in Philadelphia, PA. Since 1999, Prudential has

opened and managed approximately 60,000 Alliance Accounts (Congressional Research
12



Service, 2010). Prudential currently uses 20 additional insurance companies as reinsurers
and converters, and an additional six act as converters only (USDVA, 2010d).
Reinsurance takes on the risk profile of the insurers that they reinsure. Put simply,
reinsurers pay a portion of the claims reinsured in excess of a threshold, in exchange for a
premium paid to assume the risk. According to Title 38 of the U.S. Code, under
Pensions, Bonuses, and Veterans’ Relief, Part 9—Servicemembers’ Group Life Insurance
and Veterans’ Group Life Insurance:

The allocation of insurance to the insurer and each reinsurer will be based

upon an amount of the total life insurance in force under the policy in

proportion to the company's total life insurance in force in the United

States where the first $100 million in force is counted in full, the second

$100 million in force is counted at 75 percent, the third $100 million in

force is counted at 50 percent, the fourth $100 million in force is counted

at 25 percent, and any amount above $400 million in force is counted at 5
percent (GPO Access. 2010).

Conversion occurs when a term insurance policy, such as an SGLI policy, is
converted to a renewable term insurance policy such at Veterans Group Life Insurance
(VGLI) when a servicemember leaves the service and chooses to transition the SGLI
policy to a veteran’s policy (VGLI). According to Mr. Stephen Waurtz, the Deputy
Assistant Director for Insurance at the Department of Veterans Affairs, “’Conversion’ is
a word of art in the insurance industry. It refers to the privilege an individual sometimes
has when going from one insurance situation to another, often when ‘converting’ from
term insurance to permanent plan insurance, or in our case, when ‘converting’ one's SGLI
coverage to VGLI, or to a commercial policy. It's the guaranteed right to get the
successor policy WITH NO UNDERWRITING (no health questions),” (S. Wurtz,
personal communication, March 31, 2011).

Mr. Wurtz also states,

So in the SGLI program, for example, it's a very valuable benefit for those
who have been injured in service to their country and would not be able to
buy life insurance on the commercial market, or could do so only by
paying a ‘rated’ (higher) premium, because their injuries or illness have
made them uninsurable at ‘standard’ premium rates (S. Wurtz, personal
communication, March 31, 2011).
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Mr. Wurtz is referring to the fact that an injured servicemember who leaves active duty
and has a disability can still get coverage through the VA’s VGLI insurance program,
whereas other insurance companies would charge the servicemember higher premiums
due to his or her injuries or disability. Mr. Wurtz continues:
The SGLI program has insurance companies that have agreed to be
"converters.” When an insured wants to convert they are given a "dual
application” package which they submitto any of the participating
insurance companies they choose. If they are healthy enough for standard
coverage, that's what they buy. If they are not, they are sold a policy, and
that policy is placed in the "conversion pool.” The conversion pool is a
financial mechanism that ensures the company that sells the policy neither
profits nor loses money from the policy. The Conversion Pool is managed
by Conversion Pool Managers, a group of [usually five] individuals,
generally actuaries, from the participating companies. These individuals

receive no additional compensation for their participation (S. Wurtz,
personal communication, March 31, 2011).

According to the VA’s Forty-Fifth Annual report on SGLI, servicemembers’
premiums totaled over $682 million ending June 30, 2010, and, overall, 2.4 million
covered servicemembers were insured for $908 billion of life insurance coverage
(USDVA, 2010d).

2. Extra Hazard of Duty Cost

Prudential also receives money called the Extra Hazard Payment from the
Department of Defense, which is first sent directly to the VA. The Extra Hazard
Payments are paid by each branch of service as required by law, to pay for the claims due
to extra “hazards” or deaths caused by military service, typically combat related deaths
(USDVA, 2010d). These are deaths that would otherwise exceed the normal actuarially
expected number of peacetime deaths and, therefore, the DoD pays the full cost for the
death. The Extra Hazard Payment is then sent to Prudential and deposited in Prudential’s
OSGLI account. The amount to be paid is determined by the VA actuaries after they
have studied the mortality rate of servicemembers for the most recent three years (CRS,
2010). According to Christine Scott, Specialist in Social Policy for the Congressional

Research Service, “If the actual death claims exceeds the estimated deaths claims, the
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excess claims are multiplied by the average amount of insurance per member to
determine the extra hazard cost for each uniformed service” (CRS, 2010, p.6).

The Extra Hazard Payments are included under the Department of the Navy’s
yearly budget submission to Congress under Navy Military Personnel, Budget Activity 6:
Other Military Personnel Costs, SGLI Extra Hazard Payments. In FY 2009, actual
payments from the Navy to the VA for Extra Hazard totaled $55 million (U. S.
Department of the Navy, Comptroller, 2011).
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1. EVALUATION OF CHARGES

A INTRODUCTION

This chapter gives an overview of some of the charges laid against Prudential and
the Department of Veterans Affairs SGLI program in recent media reports. In particular,
more than twenty articles written mainly for Bloomberg Markets Magazine and posted
online at Bloomberg.com are the sources of discussion and conflict in the Department of
Veterans Affairs, the Department of Defense, Congress, Prudential and various veterans’
groups. Of the series of SGLI articles, which henceforth will be referred to as the
“Bloomberg articles,” all were written by David Evans of Bloomberg News and his
colleagues with the majority written by Evans himself. We analyzed these charges to

determine whether they were valid, and accurately portrayed the SGLI program and VA
policy.

B. NEWS ARTICLE CHARGES VS. SGLI FACTS

1. Prudential Profiting from Deaths of Servicemembers

A July 28, 2010 article by David Evans from Bloomberg Markets Magazine sent
shock waves through the Department of Defense, Department of Veterans Affairs, and
Congress—as well as many veterans groups. The article, entitled “Fallen Soldiers'
Families Denied Cash as Insurers Profit,” was the first in a series of roughly twenty
articles written by Evans and colleagues at Bloomberg News. The series portrayed the
SGLI Program—which is supervised by the Department of Veterans Affairs and
managed by Prudential Life Insurance—as a scheme or fleecing of beneficiaries while
insurers profit. The article title alone made it sound as though insurance companies were
making money from insurance policies while fallen servicemembers’ families (or other
beneficiaries) were denied access to the insurance policy payouts, or in the article’s
words, “denied cash” (Evans, 2010a).
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This section of the thesis discusses various sides of the issue. The material is
organized as follows: First, several claims or allegations made by Evans and colleagues
are presented, in the form of quotes attributed to deceased servicemembers’ families, as
well as legal and insurance experts. Each quote is then followed by the major claim the
article made, which is then followed by the findings of our research and analysis. From
time to time, we also present questions that we think need to be answered in order to
provide balanced coverage of the issue.

Throughout many of the Bloomberg articles (among them Evans, 2010a &
2010d), opinions from individuals were quoted with regard to the use of Retained Asset
Accounts (RAAs). One such interviewee was Cindy Lohman, the mother of a deceased
servicemember, who was quoted as saying, “It’s a betrayal. It saddens me as an American
that a company would stoop so low as to make a profit on the death of a soldier. Is there
anything lower than that?”(Evans, 2010a) The use of this quote suggests that insurance
companies are earning money from the death of servicemembers, and that doing so is
morally repugnant. Here is how the quotation was placed in the published article:

“I’m shocked,” says Lohman, breaking into tears as she learns how the

Alliance Account works. “It’s a betrayal. It saddens me as an American

that a company would stoop so low as to make a profit on the death of a
soldier. Is there anything lower than that?” (Evans, 2010a)

Millions of bereaved Americans have unwittingly been placed in the same
position by their insurance companies. The practice of issuing what they
call “checkbooks” to survivors, instead of paying them lump sums,
extends well beyond the military. Other major insurance companies such
as MetL.ife have also been using RAAs. MetLife has a RAA program like
Prudential’s, and calls it a “Total Control Account” (Evans, 2010a).

After stating that Ms. Lohman is saddened by the insurance company’s profiting
from an insurance policy for a dead soldier, author David Evans used the words of Ms.
Lohman to make it sound like a terribly unethical situation in which an insurance
company, in business to provide a service as well as make a profit, is doing just that—
making a profit. The Bloomberg article continued by quoting insurance law professor
Jeffrey Stempel, at the William S. Boyd School of Law at the University of Nevada, Las
Vegas. Professor Stempel was quoted as saying:
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It’s institutionalized bad faith... In my view, this is a scheme to defraud
by inducing the policyholder’s beneficiary to let the life insurance
company retain assets they’re not entitled to. It’s turning death claims into
a profit center [emphasis added] (Evans, 2010a).

Bloomberg’s use of this quote from Professor Stempel implies that Prudential is
defrauding beneficiaries of their rightful money and profiting where the company would

otherwise not.

Bloomberg also took issue with what it implied was a low rate of return provided
by the Retained Asset Accounts (Evans, 2010c). Evans wrote that Prudential paid one
percent interest on the Retained Asset Accounts in July of 2008 (Evans, 2010c). By
comparison, in July 2008 the average interest rate paid on an interest-bearing checking
account was approximately 1.48%, according to Bankrate.com (Bankrate.com, April
2011). However, Prudential claimed that its interest rates on Alliance Accounts were
competitive and—even with the use of the Retained Asset Accounts—that Prudential was
losing money on the program. In a letter dated September 23, 2010, entitled “An Open
Letter to the Military Community from Prudential Financial,” and published in
newspapers across the country, Prudential wrote, “In fact, we have lost money under the
SGLI contract over the last 10 years” (See Appendix C) (Jowers, 2010). Note, though,

that Prudential did not say that it was losing money in the most recent years.
The Prudential letter also stated, regarding reporting by the Bloomberg articles:

The articles have been inaccurate and reckless because they fail to point
out that beneficiaries have always been able to get all of their money when
they want it by using the Alliance Account. Prudential does not withhold
a penny of the money that belongs to beneficiaries. In fact, we pay interest
on it from day one. This information is clearly explained to beneficiaries
(Prudential Letter, September 23, 2010).

The letter also stated:

Finally, much has been said about the Alliance Accounts being some
elaborate scheme to make money from the deaths of fallen
Servicemembers—an allegation we deeply resent. In fact, we have lost
money under the SGLI contract over the last 10 years (Prudential Letter,
September 23, 2010).
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This statement from Prudential directly asserts that the Alliance Accounts are not
making Prudential a profit on the SGLI contract (Jowers, 2010). This seems to be a very
important assertion by the second largest U.S. insurance company in the nation (second
behind MetL.ife) that they are in fact losing money on the military’s SGLI program. Why
would a major insurance company readily admit that it is losing money unless that was
really true? The fact is that Prudential took out a full-page advertisement in newspapers
across the country to refute the Bloomberg news stories that were stirring up negative

media attention and questions about its business practices and profit.

Once Prudential receives the required paperwork to pay the beneficiary, the funds
are classified as a Retained Asset Account and are actually held in Prudential’s general
corporate account. According to a website provided as a public service by Advocate Law
Group P.C:

Most insurance companies began paying death claims through Retained

Asset Accounts to earn “spread” -- a profit between the "short term rate"”

that is paid by banks and money market funds and the typically higher

interest rates life insurers earn from their long term bond and mortgage

investments. Depending on prevailing interest rates, "spread" will
typically range from 1% to 3% of the money on deposit in the Retained

Asset Accounts. Even after the insurance company pays all the expenses

of providing beneficiaries with the Retained Asset Accounts, the net result
can be a decent extra profit (Retainedassetaccounts.com, 2011).

Prudential’s Retained Asset Accounts do create revenue (but not necessarily
profit) off interest earned in the general corporate account. Due to lack of information, we
cannot determine whether Prudential in fact makes a profit off the entire SGLI program
in conjunction with the Retained Asset Accounts. This is due to Prudential’s financial
statements not being detailed enough to differentiate between interest earned in the
general account with the Alliance Accounts and interest earned in the general account
without the Alliance accounts. It should be noted that revenue and profit are two
distinctly different financial terms and to the average reader can be construed as meaning

the same.

The issue over Retained Asset Accounts sparked several lawsuits including one

by plaintiffs Kevin and Joyce Lucey, whose son Kevin served in Irag and committed
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suicide in 2004. In Lucey v. Prudential, 10-30163, U.S. District Court, District of
Massachusetts (Springfield), the plaintiffs sought the difference between the profit that
Prudential made on these accounts and what they paid to the beneficiaries, claiming that
all the profits made on the accounts belong to beneficiaries, not Prudential (Kevin and
Joyce Lucey and Tracy Lynn Reece Eiswert v. Prudential Insurance Company of
America, Class Action Complaint, 2010).

In another case, Garcia v. Prudential, a plaintiff made these same charges. Mrs.
Kathryn Garcia argued that Prudential breached the terms of her husbhand’s contract (life
insurance policy) and that Prudential delayed paying her life insurance benefits was so
that the company could invest the benefits and make a profit from those investments from
the death of her husband Nick. Nick Garcia had three life insurance policies with
Prudential and Mrs. Garcia was paid via an Alliance Account. The case against
Prudential claimed that the insurance company had “engaged in a practice of delaying the
payment of life insurance benefits due to beneficiaries so that it could (a) invest the
benefits, in a manner not disclosed to the beneficiaries, and (b) make a profit from the
earnings resulting from those investments during the period of delay.” (Garcia v.
Prudential) On that point the judge ruled that unless the contract states otherwise, there is
“no duty to segregate (a beneficiary’s) funds from an institution’s general assets”
(Kathryn Garcia v. The Prudential Life Insurance Company of America, Civil Action No.
08-5756, 2009).

According to Prudential’s letter to the military community, “Several federal
judges have rejected claims against accounts like the Alliance Account, concluding that
beneficiaries are in virtually the same position they would be in had the insurer sent them
a check, because consumers can immediately withdraw the full proceeds” (Prudential
Letter, September 23, 2010). Prudential also argued that on September 10, 2010, MetL.ife
won a victory when a federal judge in Nevada threw out a lawsuit against them alleging
that MetLife “misled beneficiaries over the use of such an account.” In December 2009,
the Honorable Joseph Greenaway Jr., in federal court in Newark, New Jersey, asked a
plaintiff’s lawyer, “What am | missing here? Your client has the ability to get all of her
money from day one.” Judge Greenaway dismissed the case (Prudential Letter, 2010).
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In the Bloomberg article dated September 14, 2010 titled, “How Prudential Cut a
Deal with the VA,” David Evans paraphrases law professor Stempel, *...that regardless
of the outcome of that lawsuit, it’s clear that Prudential and the VA wrongly manipulated
a federal contract at the expense of military members and their relatives.” Then Evans
quotes Professor Stempel directly, “At a minimum, survivors ought to be made whole
with their missed interest.” “The VA really seems to have had the best interests of the
insurance company at heart, instead of those of the soldiers and their families” (Evans,
2010c).

The Bloomberg article of July 28, 2010 and subsequent Bloomberg articles
suggest that it is “low” or a “betrayal” for insurance companies to profit from the payout
of a policyholder’s contract. It is very easy to suggest that actions are shameful when
they occur by for-profit organizations that deal with the death of servicemembers.
Interestingly, though, the article does not mention the fact that beneficiaries are free to
withdraw all of the RAA funds or just receive a lump sum check from Prudential and to

deposit that money in another financial institution.

In assessing the merits of Bloomberg’s allegations, a few questions should be

considered. Among them are:

1) Once a beneficiary puts the death payout in his own personal bank, is not
that bank profiting off the death of the servicemember? Investment companies or
financial institutions who accept life insurance checks from the death of a servicemember
are also in the business of loaning out that money that they receive as a deposit. They
pay the beneficiary interest on the funds and also create new loans and generate interest

on those news loans as well.

2) Is this shameful or unethical? In other words, if Cindy Lohman or another
beneficiary received a lump sum check for her son’s death and deposited that check into a
bank, then one could argue that the bank would be profiting from the death of her son, if
it profitably re-invested the money that was deposited. Is there anything wrong with
that?
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3) Is the fact that the life insurance company gets to keep the payout in its
own accounts illegal? One could argue that is not illegal because for more than twenty
years, insurance companies have been doing just that, using Retained Asset Accounts to
generate revenue for the firms, and no court has ruled that it is illegal or violates any

specific laws.

When servicemembers pay Prudential to provide them life insurance, and they
then die, it’s easy to mix the emotions concerning the death of the servicemember with
the issues around the beneficiary payout. It appears that, while grieving, Ms. Lohman
(and many others) may have done this. She was quoted as saying, “It’s like you’re
paying me off because my child was killed . . . It was a consolation prize that | didn’t
want” (Evans, 2010a). The fact is that Ryan Lohman, Cindy Lohman’s son, wanted to
provide his beneficiary, his mother, money in the event that he died. In essence, the
“consolation prize” Cindy Lohman calls her beneficiary payout, is from her son, not
Prudential.  Prudential was fulfilling its contractual obligation to Ryan Lohman
“because” he died, not because of “how or why” he died. Whatever Prudential’s

responsibility, it had no role in her son’s death.

The average six-year interest rate on checking accounts, obtained from
Bankrate.com from April 2006 to April 2011, was 1.13%. This average is more
comprehensive than the 0.50% Bloomberg uses. The difference is 0.63%. When one
examines the yearly rates in Figure 5, it looks as if Bloomberg picked one of the highest

differences between interest rates paid by banks and interest rates paid by Prudential.
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Average Checking Account Interest Rates
from 2006 to 2011
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Figure 1. Average Checking Account Interest Rates from 2006 to 2011

The Bloomberg News articles fail to mention two aspects of the Alliance
Accounts. The first is that the Alliance Accounts are very small compared to the General
Account; the second is that it fails to mention how it earns interest from its General

Corporate Account.

Marlene Satter, writing about an interview with Bob DeFillippo, Chief
Communications Officer for Prudential Life Insurance Company of America, for

AdvisorOne.com, an online investment publication states:

It’s not that simple. He points out that there are different types of
investments in that general account—both short- and long-term vehicles
that pay different rates of interest. Some are very short-term, so that the
company has the ability to pay out to beneficiaries on demand. “To pay
interest to beneficiaries on demand,” he says, “we have to invest money in
short-term interest-bearing investments. It’s comparing apples and oranges
to compare the total return on the general fund to the interest rate we pay
on the Alliance Account. It’s more accurate to look at the portion of the
general account invested in short-term assets so that we have liquidity”
(Satter, 2010).
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In a column written about insurance payouts, CBS/Moneywatch’s Jane Bryant
Quinn had this to say about RAAS:

Currently, Pru pays 0.5 percent. That’s the same as my bank pays on

money market accounts of at least $50,000. Some banks and credit unions

pay more (yes, | should change my bank). Money market mutual funds

yield about 0.2 percent today. So for cash you can tap at any time, the
insurance company looks okay (Quinn, 2010).

2. Prudential Beneficiaries Denied Cash

As previously discussed, the first part of the title of “Fallen Soldiers' Families
Denied Cash as Insurers Profit” implies that servicemembers’ beneficiaries are denied
their benefits. The article references Cindy Lohman’s inability to use the checks on two
separate occasions, and places blame on the use of Retained Asset Account checks.

“The “checks” that Cindy Lohman wrote, the ones rejected by retailers,

were actually drafts, or 10Us, issued by Prudential. Even though the

“checks” had the name of JPMorgan Chase & Co. on them, Lohman’s
funds weren’t in that bank; they were held by Prudential” (Evans, 2010a).

This quote implies that the checks Lohman used were not really checks at all and
therefore operate differently somehow. The article goes on to explain that before a check
could clear, Prudential would have to send money to JPMorgan. This is listed as
evidence that these accounts were not what they seemed, and were part of a “scheme” to

deny funds to beneficiaries.

Prudential claims that the beneficiary was not denied her money at all and, in fact,
had already accessed most of it. “In a letter on August 4, answering a request from New
Jersey insurance regulators, Prudential explained that 25 checks from the mother's (Cindy
Lohman) account were cleared from October of 2008 to April of 2010, at which point
most of the benefits were withdrawn” (Roth, 2010). This fact was left out of the

Bloomberg articles.

As a matter of law, a ruling has been issued on the matter of whether or not

Retained Asset Accounts serve to deny insurance benefits. As discussed earlier, in
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Garcia v. Prudential, filed in New Jersey on November 21, 2008, the widow Nick Garcia
sued the insurance company, claiming that she was denied her benefits (Kathryn Garcia
v. The Prudential Life Insurance Company of America, 2009). Specifically, her
complaint stated that Prudential engaged in a practice of delaying the payment of benefits
so that the company could invest the money and make a profit from the earnings resulting
from those investments during the period of delay. In December 2009, the judge in the
case disagreed and in his ruling against Mrs. Garcia, Judge Greenaway, Jr. stated, “The
benefits remained accessible to Plaintiff at all times, and she could choose to withdraw
any portion of funds greater than $250 -- up to and including the entirety of her benefits -
- at any time, at no charge” (Kathryn Garcia v. The Prudential Life Insurance Company
of America, 2009). Parenthetically, Judge Greenaway has since risen to preside on the
U.S. Third Circuit Court of Appeals.
An article published in 11 August 2011 by Insurancerate.com states:

During an interview with The Wall Street Journal, the soldier's mother,
Cindy Lohman of Maryland, said she believes the fact that additional
checks cleared should not be sufficient evidence of the propriety of
insurers' payout practices. She claimed checks that actually cleared did
not always do so "in a timely fashion™ or as efficiently as she thinks they
might have if they money had been deposited at a traditional bank. She
said those setbacks did not prompt her to move the funds from Prudential
initially because "your focus isn't on how you're going to manage the bank
account™ when mourning a child (Roth, 2010).

Because Lohman admits that she was not denied money, it lessens the credibility
of the Bloomberg article. She was not denied money at all, and she says she just wanted
the checks to clear more quickly. It is unclear why this would be important to Lohman,
as she would promptly receive the goods or services she paid for with the checks. In fact,
she would increasingly benefit—if only slightly —the longer it took the checks to clear,

as she would be earning interest on that money until they did.

Several sources have reported conflicting information regarding the ability to use
checks only as drafts, to deposit money from the Alliance Account to the beneficiary’s
checking account. In an October 18, 2010 Congressional Research Service (CRS) report

Christine Scott, Specialist in Social Policy, states, “However, unlike checks, drafts may
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not be used to make purchases at the point of sale. Instead, the beneficiary must write the
draft and deposit it into his or her checking account where the money will be transferred
from the beneficiary’s Alliance Account” (CRS, 2010). However, according to the
Prudential’s Alliance Account introduction letter to beneficiaries, this claim is false:

The funds in your Alliance Account are available immediately. Simply use

the enclosed drafts (“checks™) to access the account at any time you wish.

You can write a check to yourself (which you can cash or deposit at your

own bank) or write a check to another person or to any business as you

need your funds (Prudential Alliance Account Kit to Beneficiaries, Pg 5).
(See Appendix D).

The original July 28, 2010, Bloomberg article mentions that Lohman used the
check at two stores but did not mention whether she was able to use the checks at other
stores. Nor did Evans mention whether there were other reasons the two checks were not
cashed, such as the stores requiring two identifications to cash a check, or if they didn’t
accept checks at all (Evans, 2010a).

By using the title, Fallen Soldiers’ Families Denied Cash as Insurers Profit, the
article implies that beneficiaries attempted to access their money but were not allowed to
receive it, and the insurance company profited from the funds being denied. In Cindy
Lohman’s case, it appears the beneficiary may have already used the majority of the
funds in a manner consistent with the way Retained Asset Accounts were designed to be
used, and the “denial” could very well have been an error on the beneficiary’s part. The
beneficiary was never really denied her money, though Bloomberg makes it seem as
though the insurance company withheld the SGLI funds that were due her and somehow

profited from this denial of funds at the beneficiary’s expense.

3. Retained Asset Accounts Not FDIC Insured

As Bloomberg notes in the article, Fallen Soldiers’ Families Denied Cash as
Insurers Profit, Retained Asset Accounts are not FDIC insured. The article goes on to
claim that the company intentionally deceived policyholders about the lack of FDIC
insurance, and then also suggests that the lack of the insurance could cause a bank run

(Evans, 2010a).
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This lack of disclosure is unconscionable,” says Harvey Goldschmid, a
commissioner of the U.S. Securities and Exchange Commission from
2002 to 2005. “I can’t imagine why bank regulators haven’t been
requiring a prominent ‘no FDIC insurance’ disclosure,” says Goldschmid,
who’s now a law professor at Columbia University in New York. “This
system works very badly for the bereaved. It takes unfair advantage of
people at their time of weakness (Evans, 2010a).

In the article “How Prudential Cut a Deal With the VA,” published on September
14, 2010, David Evans writes, “Funds in the Alliance Account are direct obligations of
The Prudential Insurance Company of America and are not insured by the Federal
Deposit Insurance Corporation” (Evans, 2010c). This is true: the Alliance Accounts are
not FDIC insured. However, Prudential has always disclosed this information in survivor
benefit packets that beneficiaries receive, albeit in fine print, which Evans admits later in
the article. Although, The Department of Veterans Affairs Life Insurance Handbook
published in 2002 and Revised in 2009 (USDVA, 2009c), does not mention that Alliance
Accounts are not FDIC-insured (See Appendix E). In February 2011 the VA published
an updated version of the SGLI Handbook specifically spelling out in bold letters that the
Prudential Alliance Accounts are NOT FDIC insured (See Appendix F).

The Bloomberg article goes on to quote Lawrence Baxter, a professor at Duke
University of Law, who says: “There’s more than $25 billion out there in these accounts,”
Baxter says. “A run could be triggered immediately by one insurance company not being
able to honor its payout. The whole point of creating the FDIC was to put an end to bank
runs” (Evans, 2010c). Baxter is referring to the run on banks during the Great
Depression of 1929-33 but fails to mention that there are several layers of protection
against such events from reoccurring. Specifically, the article never states that the
Retained Asset Accounts are insured by the National Organization of Life and Health
Insurance Guaranty Associations (NOLHGA) (See Figure 6). This non-profit guaranty
program operates in all 50 states, Washington, D.C., Puerto Rico and the Virgin Islands.
It was designed to pay claims in the event of insolvency of an insurance company, and
has covered all of its claims since its creation. Such claims have totaled more than $5
billion (NOLHGA, 2011a). Guaranty funds are limited to the lesser of the amount of

coverage provided by the policy or the state-specific cap (commonly $300,000), so in the
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event of a catastrophic failure of Prudential, beneficiaries would still receive the bulk of
their benefits (NOLHGA, 2011b). Insurance companies are prohibited by law in most
states from advertising the existence of the guaranty association system as an inducement
to buy insurance, which is probably why they are not more widely known. These state
guaranty associations do not have the same security as if covered by the FDIC; however,

they do add another layer of protection for the accounts.

National Organization of Life & Health Insurance Guaranty Associations
(NOLHGA) Facts & Figures

The National Organization of Life and Health Insurance Guaranty Associations
(NOLHGA) is a voluntary association composed of the life and health insurance
guaranty associations of all 50 states, the District of Columbia, and Puerto Rico.

When an insolvency involves multiple states, NOLHGA assists its state guaranty
association members in quickly and cost-effectively fulfilling their statutory
obligations to policyholders.

Since NOLHGA was created in 1983, state guaranty associations have:

e Provided protection to more than 2.6 million policyholders in more than 100
multi-state insolvencies

o Guaranteed more than $24.5 billion in coverage benefits

o Contributed $5.3 billion to ensure that policyholders received their benefits

Source; http://www.nolhga.com/factsandfigures/main.cfm

Figure 2. NOLGHA Facts and Figures

In the very first article, published on July 28, 2010, Bloomberg failed to mention
that there were two levels of protection for Retained Asset Accounts. The first is the
financial strength of the insurance company; the second is the earlier-noted guaranty
funds. Bloomberg thus might lead readers to believe that the beneficiary’s money in
Alliance Accounts is at significant risk. The only statement Bloomberg made about the
protection of Alliance Accounts was that such accounts are not backed by the FDIC. But

the state guaranty programs provide a significant amount of protection for these accounts.
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As discussed previously, however, the full amount of the beneficiaries’ money is
available to do with whatever they wish. This includes transferring it to a different
institution. If beneficiaries want their money FDIC insured, they can move their money
to an account that is backed by the FDIC.

4. Legal

a. Is It Legal to Use Retained Asset Accounts (RAA)?

In the original July 28, 2010, Bloomberg article, Evans writes, “Absent
regulatory or legal intervention, bereaved family members like Cindy Lohman will
continue to find death benefits going into retained-asset accounts. Her son, Ryan,
posthumously received a Purple Heart and Bronze Star Medal for sacrificing his life to

save fellow soldiers in Afghanistan in August 2008 (Evans, 2010a).

Here Evans essentially states that without regulatory or legal action
against Prudential and for that matter, all insurance companies who use RAA’s, death
benefits would continue to be placed in these accounts. He seems to be suggesting that
legal action should be taken to correct the use of Retained Asset Accounts. Evans does
not talk about the fact that RAAs have been around for 20 plus years, or the fact that Ms.
Lohman had the choice of receiving a Lump Sum check, the Alliance Account or the

Installment Method of payment.

The following paragraphs discuss the legality of RAAs as well as the 1999
contract change and how according to Bloomberg’s reporting, Prudential is acting like a
bank. First, Evans claims Prudential may be violating banking law. Then, he
paraphrases George Washington University Law Professor Arthur Wilmarth:

If a prosecutor pressed an insurance company, retained-asset accounts
could be outlawed because insurers say they deposit money into these
accounts and don’t have bank charters or banking regulation, Wilmarth
says. MetL.ife also offers its own version of certificates of deposit. “If it
swims, quacks and flies like a duck, the court could decide that it is indeed
a duck,” he says. “You then potentially could have a criminal violation”
(Evans, 2010a).
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Evans believes that the VA and Prudential have set-up a sweetheart deal in
which Prudential is making lots of money off the death of servicemembers. In his
September 14, 2010 article titled “How Prudential Cut a Deal with the VA,” he claims
that officials within the VA and Prudential violated the terms of the contract when they
agreed to set up the Alliance Account option in 1999. In Evans’ opening sentence to this
article he states, “The agency secretly amended the insurer’s contract, allowing it to
withhold payments to survivors of fallen soldiers” (Evans, 2010c).

Although Evans claims that "[VA] secretly amended the insurer's contract,
allowing it to withhold payments to survivors of fallen soldiers,” in fact, no secret deal
was made. The insurance policy was amended by mutual agreement between the
Department of Veterans Affairs and Prudential officials in 1998 and the change had been
used since, until the official written change effective September 1, 2009 (See Appendix
G) and signed by VA and Prudential officials on Sept 24, 2009 (Prudential Insurance
Company of America, 2009). The Department of Veterans Affairs authorized a change
that permitted Prudential to establish retained-asset accounts, called Alliance Accounts,
and this was reported to the SGLI Advisory Council in 1998 and in 1999. The Advisory
Council at the time was made up of the Secretaries of the Treasury, Defense, Commerce,
Health and Human Services, and Transportation and the Director, Office of Management
and Budget. Since then the Secretary of Transportation has been replaced by the
Secretary of Homeland Security. VA officials who oversee the insurance program are the
Secretary of Veterans Affairs; the Undersecretary of Veterans Affairs for Benefits;
Director, VA Regional Office and Insurance Center, Philadelphia, PA; and Chief,
Actuarial Staff, VA Regional Office and Insurance Center, Philadelphia, PA. A copy of
the 1998 (Thursday, December 17, 1998) and 1999 (Thursday, December 9, 1999)
minutes of the SGLI Advisory Council Meeting that took place was requested through
our research using a Freedom of Information Act Request (FOIA) (USDVA, 1998,1999).
This FOIA request was received verifying that indeed these meetings took place and
listed the Advisory Council, VA staff, Prudential representatives as well as several
representatives from both the House Veterans Affairs Subcommittee and Senate and
Senate Veterans Affairs Committee.
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The change was also described as an initiative in the Fiscal Year (FY)
2000 President’s Budget, submitted to Congress by the VA in February 1999
(Congressional Budget Submission, Page 2-200-2-201, 2000). Furthermore, it was also
reported as a highlight of progress to date in the FY 2001 President’s Budget, submitted
to Congress in February 2000 (Congressional Budget Submission, Page 2F-4, 2001).

Then on September 25, 2003, VA Insurance Director, Thomas M.
Lastowka included a description of the Alliance Account in his testimony before the
Subcommittee on Benefits of the House Committee on Veterans’ Affairs. During his
testimony he stated the following regarding Alliance Accounts:
In June 1999, SGLI and VGLI beneficiaries began receiving their
proceeds through a checking account rather than by the traditional single
check for the full amount of the insurance proceeds. This checking
account is called an “Alliance Account.” The beneficiary receives a
checkbook for an interest bearing account from which the beneficiary can
write a check for any amount of $250 or more, up to the full amount of the
proceeds. Alliance Accounts earn interest at a competitive rate, are
guaranteed by Prudential Insurance Company of America, and, most
importantly, give the beneficiary time to make financial decisions while

his or her funds are secure, earning interest, and providing immediate
access to money at all times (USDVA, 2003).

The Alliance Account information is also provided in the SGLI/VGLI
Handbook (See Appendix G), which explains all VA Insurance programs mission, vision,
and goals (USDVA, 2009c). It gives program information and program descriptions as
well as how the programs are administered and gives policy provisions and points of
contact within the VA Insurance Department. It has also been part of the training for
military casualty officers, who explain it to the beneficiaries when making the

notification to the deceased servicemembers’ beneficiaries.

In the Open Letter to the Military Community from Prudential Financial
dated September 23, 2010, Prudential says, “Consumer advocates and the courts have
recognized our Alliance Account as a fair way to settle claims for beneficiaries” (Jowers,
2010). Prudential is conveying that the use is accepted and therefore implying that the

use is legal.
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The issue of Retained Asset Accounts has sparked several lawsuits
including one by plaintiffs Kevin and Joyce Lucey whose son Kevin served in Iraq and
committed suicide in 2004. In Lucey v. Prudential, 10-30163, U.S. District Court,
District of Massachusetts (Springfield), the plaintiffs seek the difference between the
profit that Prudential made on these accounts and what they paid to the beneficiaries,
claiming that all the profits made on these accounts belongs to beneficiaries, not
Prudential (Kevin and Joyce Lucey and Tracy Lynn Reece Eiswert v. Prudential
Insurance Company of America, 2010). Again, Garcia v. Prudential made these same
charges. Garcia argued that the reason Prudential delayed paying her life insurance
benefits was so that the company could invest the benefits and make a profit from those
investments. However on that point the judge ruled that unless the contract states
otherwise, there is “no duty to segregate (a beneficiary’s) funds from an institution’s
general assets” (Kathryn Garcia v. The Prudential Life Insurance Company of America,
2009).

The American Legion states that Retained Asset Accounts are “unlawful
and dishonest.” In a request to file a legal brief in support of the case Lucey v.
Prudential, the largest American veterans advocacy group with over 2.5 million members,
stated in its court filing that, “It is especially objectionable because sophisticated money
managers are making an unwarranted and unlawful profit from the deaths of those who
have given the most to preserve our nation’s way of life.” (Evans, 20101) The reason the
American Legion claims the use of Retained Asset Accounts is unlawful is because they
believe it violates the contract that the beneficiary needs to be paid as originally requested
by the policyholder in the form of a lump sum or 36 installments. The American Legion
also believes that Prudential strongly encourages beneficiaries to keep the funds in its
Alliance Accounts, paying them a small amount of interest (Evans, 2010l).

Prudential’s letter to the military community also stated, “Several federal
judges have rejected claims against accounts like the Alliance Account, concluding that
beneficiaries are in virtually the same position they would be in had the insurer sent them
a check, because consumers can immediately withdraw the full proceeds” (Prudential
Letter, 2010). Prudential also argues that on September 10, 2010, MetLife won a victory
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when a federal judge in Nevada threw out a lawsuit against it alleging that MetLife
“misled beneficiaries over the use of such an account” (Rosenblatt, 2010). In December
2009, the Honorable Joseph Greenaway Jr., in federal court in Newark, New Jersey,
asked a plaintiff’s lawyer, “What am | missing here? Your client has the ability to get all
of her money from day one.” Judge Greenaway dismissed the case (Prudential Letter,
2010).

According to the American Council of Life Insurers (ACLI)

Retained Asset Accounts have existed since 1982. They were developed in
response to requests from policyholders who wanted their life insurer to
provide a service that would allow them to delay major financial decisions
during an emotional and vulnerable time. Today, many insurers provide
beneficiaries with this service for both group and individual life insurance
policies. According to the National Association of Insurance
Commissioners, there have been few if any complaints with regard to
these accounts (See Appendix H) (American Council of Life Insurers,
2011).

Jane L. Cline, the National Association of Insurance Commissioners
(NAIC) President and also the state of West Virginia Insurance Commissioner, issued the

following response with respect to Retained Asset Accounts:

Retained Asset Accounts (RAAs) are life insurance claims settlement
mechanisms that have been available to consumers for at least two
decades. The accounts were initially created at the request of consumers to
provide options for receiving benefits from a life insurance policy, and
with proper disclosure, consumers have generally been happy with this
flexibility. Traditionally, consumers earn interest under these accounts,
allowing their benefit to grow without the need to make impulsive
decisions about how to manage the benefit (See Appendix I) (National
Association of Insurance Commissioners, 2010).

As noted, Retained Asset Accounts have been in use for several decades
(ACLI, 2010). Currently, no federal or state attorney general has taken any insurance
company to court to challenge it on this issue, though then Attorney General Andrew
Cuomo of New York issued a fraud investigation two days after the original Bloomberg
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article was published into Prudential’s practices (New York State Attorney General,
2010). State insurance commissioners in New Jersey and Pennsylvania have opened
investigations into Bloomberg’s allegations, though no charges have been filed to date.
(Evans, 2010h).

b. Was the Contract Change Legal?

In 1999, the Department of Veterans Affairs (policyholder) and Prudential
made a verbal agreement to change the SGLI program from issuing single checks to
beneficiaries to a new method using the Retained Asset Account model. Prudential’s
RAA method is called the Alliance Account. The article quotes many experts in
insurance and law and one insurance lawyer Brendan Bridgeland, who runs the non-profit

Center for Insurance Research in Cambridge, Massachusetts states:

“For a decade, until the contract was formally changed, Prudential wasn’t
fulfilling its obligations to survivors of fallen service members.” Bridgeland, who is also
retained by the National Association of Insurance Commissioners (NAIC) to represent
consumers, continues by saying, “It’s very clear they violated the original terms of the
contract” (Evans, 2010c).

David Evans further states that the VA violated its original 1965 contract
that states that any changes to the SGLI program must be made in writing. He further
states that when the VA and Prudential agreed to stop issuing checks to beneficiaries and
started issuing Alliance Accounts, it was done so via a verbal agreement between the VA

and Prudential officials.

Dennis Foley, a VA attorney says, “The 1999 changes to the 1965 contract
were valid, even if they weren’t in writing, because they were made by mutual agreement
by people empowered to make such decisions” (Evans, 2010c). The verbal agreement
was announced on September 25, 2003, where the VA Director of Insurance Thomas
Lastowka stated before the U.S. House Committee on Veterans’ Affairs Subcommittee

on Benefits:
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Alliance Accounts

In June 1999, SGLI and VGLI beneficiaries began receiving their
proceeds through a checking account rather than by the traditional single
check for the full amount of the insurance proceeds. This checking
account is called an "Alliance Account.” The beneficiary receives a
checkbook for an interest bearing account from which the beneficiary can
write a check for any amount of $250 or more, up to the full amount of the
proceeds. Alliance Accounts earn interest at a competitive rate, are
guaranteed by Prudential Insurance Company of America, and, most
importantly, give the beneficiary time to make financial decisions while
his or her funds are secure, earning interest, and providing immediate
access to money at all times (See Appendix J for an Alliance Account
Statement) (USDVA, 2003).

The original contract (See Appendix K) that Prudential and the VA signed
in 1965 states under Section 19, The Contract: “No change in the Group Policy shall be
valid unless evidenced by an amendment thereto signed by the Policyholder (VA) and by
the President, a Vice President, the Secretary, the Actuary, Associate Actuary, and
Assistant Secretary or an Assistant Actuary of the Insurance Company.” (Parentheses
added) (Prudential, 1965) These modifications were agreed to by both the VA and
Prudential officials at the time of the changes in 1999, but not placed in writing until
2009. It is unclear what the legal ramifications of this verbal agreement may be, but it
seems to have violated the principle of the original contract. However, the VA and
Prudential agreed to and authorized the changes made to the contract, and, according to
the authors on Administration of Government Contracts Third Edition, John Cibinic, Jr.
and Ralph C. Nash, Jr., “All changes need not be in writing. Federal procurement law
widely recognizes ‘constructive’ changes whereby the parties’ effect a change to a
contract but do not follow the procedures of the Changes clause of the contract, such as
recording the change in writing.” Also according to the authors, “A constructive change
occurs when the contract work is actually changed but the procedures of the ‘Change’
clause have not been followed” (Cibinic & Nash, Administration, 1995).
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Bloomberg seems to imply that the verbal rather than written change was
unethical or devious. This is done cleverly with quotes of the opinions of various people
who do not know all the facts. One article by Bloomberg, for example, states the
following:

‘Every veteran I’ve spoken with is appalled at the brazen war profiteering
by Prudential,” says Paul Sullivan, who served in the 1991 Gulf War as an
Army cavalry scout and is now executive director of Veterans for

Common Sense, a nonprofit advocacy group based in Washington (Evans,
2010c).

This quote implies without any evidence that Prudential is war
profiteering, and the Bloomberg article continues with another quote by Sullivan: “Now
vets are upset at the VA’s inability to stop Prudential’s bad behavior.” This quote implies
that the VA was unable to stop Prudential’s action when, in fact, the VA was quoted as
acknowledging, in the same July, 28, 2010, article, that it knew and agreed to the change
(Prudential, 1965). At other times, the author uses what seem to be “expert” opinions by
listing their experience and titles to add legitimacy to their quoted opinion, thus making

the reader believe what they are saying to be valid.
C. Is It Legal to Act Like a Bank?

In the very first Bloomberg article dated July 28, 2010, David Evans
specifically states after interviewing Cindy Lohman about the death of her son Ryan,
“Inside was a letter from Prudential about Ryan’s $400,000 policy. And there was
something else, which looked like a checkbook. The letter told Lohman that the full
amount of her payout would be placed in a convenient interest-bearing account, allowing

her time to decide how to use the benefit” (Evans, 2010a).

In this quote is the term “checkbook,” and “interest-bearing account,”
another term for Retained Asset Account (RAA) or what Prudential calls its Alliance

Account. This is where the complexity of the issue arises.

In this section of his article titled “Federal Bank Law,” Evans states his

claim that Prudential may be violating federal bank law and goes on to quote law
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professor Wilmarth from George Washington University School of Law, who has also
testified regarding banking regulations before Congress. Wilmarth states that only banks
and/or credit unions can accept deposits. Evans paraphrases Professor Wilmarth by
saying, “If a prosecutor pressed an insurance company, retained- asset accounts could be
outlawed because insurers say they deposit money into these accounts and don’t have

bank charters or banking regulation” (Evans, 2010a).

In determining whether it is legal for an insurer to act like a bank
concerning how a bank invests money, we see two perspectives. The first perspective is

that when the beneficiary is due benefits, it is no longer the insurers’ money; therefore,
the money is now considered a deposit. In this sense, the Alliance account is performing
both aspects of accepting the deposit and acting as a deposit account in which the account
holder can withdraw the money and write checks on the account. In this sense,
Prudential could be considered as acting as a bank, and therefore the accounts would be
illegal. However, because of a lack of court precedent in the use of Retained Asset
Accounts, as well as the limitations of our research, determining whether an insurance

company’s use of alliance accounts is legal or not is impossible.

The second perspective raises the question of whether an insurance
company can invest the beneficiaries’ money. To answer that question, we first have to
determine whether the beneficiary has received the policy payout or if it is withheld by
the insurer. The Bloomberg articles imply a payout is only when the cash is in the hands
of the beneficiary; however, according to Prudential, it is when the beneficiary has
received full control and access of the money. According to a website provided as a
public service by Advocate Law Group P.C., “The concept behind Retained Asset
Account was based upon extensive research and dozens of research sessions conducted
nationwide with hundreds of beneficiaries, policyholders, lawyers, bankers, employee
benefits managers, insurance agents and grief counselors (including physicians,
psychologists,  clergy, social workers and  funeral home  directors)”
(Retainedassetaccounts.com, 2011). Thousands of widows and widowers were surveyed
to determine their needs and wants. The first Retained Asset Account was launched in
1984 under the name MetLife, trademarked: the "Total Control Account." Retained
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Asset Accounts quickly won the approval of “major labor unions (such as the UAW),
large employers in the corporate sector (such as GM, IBM and Alcoa) and the
government sector (such as the U.S. Office of Personnel and Management and the New
York  State  Civil  Service Commission) and the financial media”
(Retainedassetaccounts.com, 2011). Although this does not determine whether Retained
Asset Accounts are legal, it does convey that they are accepted by civil and government
agencies.

A Depression-era banking law, the Banking Act of 1933 (P.L.73-
66,48STAT.162, also known as the Glass-Steagall Act) established the FDIC as a
temporary agency, later to become a permanent corporation (Federal Deposit Insurance
Corporation or agency) with the Banking Act of 1935. It also separated commercial
banking from investment banking and established them as separate lines of commerce
(FDIC, 2010b). This statute was created to minimize financial speculation and to instill
consumer faith in our banking system. The reason why there is debate whether
Prudential is acting like a bank is because Prudential is “not” accepting deposits from
beneficiaries; they have modified how the beneficiary receives their money. From the
perspective of bank operations, Prudential is mimicking the investing and financial
security aspect of a bank but is not providing any other bank services. Prudential uses
Open Solutions as a “service provider” (a clearing house) as well as J.P. Morgan Chase
as the “check clearing” institution. Both companies provide Prudential with services that
seem like banking functions (or financial management aspects) of its Alliance Accounts
(Retained Asset Accounts). The following is quoted from an Alliance Account kit (See
Appendix D):

Open Solutions BIS, Inc. is the Administrator of the Prudential Alliance
Account Settlement Option, a contractual obligation of The Prudential
Insurance Company of America, located at 751 Broad Street, Newark, NJ
07102-3777. Check clearing is provided by JPMorgan Chase Bank, N.A.
and processing support is provided by Integrated Payment Systems, Inc.
Alliance Account balances are not insured by the Federal Deposit
Insurance Corporation (FDIC). Open Solutions BIS, Inc., JPMorgan Chase

Bank, N.A., and Integrated Payment Systems, Inc. are not Prudential
Financial companies.
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Prudential, Prudential Financial, the Rock Logo, and the Rock Prudential
Logo are registered service marks of The Prudential Insurance Company
of America, Newark, NJ and its affiliates.

Ed. 03/2008 [Source: (Appendix D, Alliance Account Kit, March 2008)]

C. WELFARE AND THE PARETO EFFICIENCY OF ALLIANCE
ACCOUNTS

1. Interest Rates Paid on RAAs Vs. Interest Rates on Alternative
Financial Products

In analyzing whether beneficiaries have gained from the use of RAAs, we
compared the interest earned on RAAs to both the interest earned before their use, and
then also compared it to competing products. Since the checks that were sent to
beneficiaries before the use of RAAs didn’t earn interest, the beneficiaries unequivocally
gain from the use of RAAs. If, using the rates quoted in the original Evans article, the
RAAs are compared to FDIC insured money market accounts, they don’t earn as much
interest as those accounts do, on average. However, if they are compared to a more
analogous money market mutual fund, the beneficiary tends to earn a higher interest rate
and is therefore better off.

Since Prudential is earning interest on the Retained Asset Account where it would
otherwise not be, they are also better off as a company. Since both parties are better off

from the use of RAAs, then it was a Pareto efficient event.
2. Check Vs. Checkbook

In the change from *“check to check book”, the beneficiary is better off because he
is earning interest on money in the Retained Asset Account from day one whereas in the
form of a check, he would not. Also, the beneficiary is able to use the “check book” right

away whereas in the form of a check, the beneficiary would need to deposit it first.

Although Prudential gains from the use of the Retained Asset Account, it is not

better or worse off from the change from “check to check book”
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3. FDIC Vs. State Guaranty Funds

If the beneficiary normally uses an FDIC insured institution (and many credit
unions are not FDIC insured), then in this aspect he is not better off by the switch to
Retained Asset Accounts because although the Retained Asset Account is backed by
Prudential and insured with state guaranty funds, it is not as secure as deposits backed by
the FDIC. However, the beneficiary can easily transfer his funds from the Retained Asset

Account to his personal, FDIC insured, bank account.

When Prudential and the VA changed to the use of Retained Asset Accounts,
Prudential did not change the method of insuring its general corporate account (including

Retained Asset Accounts). Therefore, Prudential is not better or worse off.
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IV. CONCLUSION AND RECOMMENDATIONS

A. CONCLUSION

1. Pareto Efficiency Favors Alliance Accounts

When looking at the advantages and disadvantages from the perspective of both
the beneficiaries and Prudential, we found that both parties gain from the use of Retained
Asset Accounts. The beneficiaries gain from the Retained Asset Accounts because in the
time that it would take for the funds to be deposited in to their personal checking account
that money is gaining tax free interest comparable to that of a savings account, whereas if
it was in the form of a ‘lump sum’ check, it would have only its “face value.” Prudential
also gains from the use of Retained Asset Accounts because it earns a higher interest rate
on the funds until the money is completely withdrawn. Economic value is created for
both parties. If the beneficiary would rather have FDIC insurance, then he can transfer

the funds to an FDIC insured bank account.
2. The Use of Sensational Journalism

The author of the Bloomberg articles used quotes and headlines that were not
objective, bordered on slander, and, in some cases, were false. These Bloomberg articles
mislead the reader about the purpose of life insurance. Life insurance companies are easy
targets for critics because they provide a service for policyholders in the event of an
untimely death and the Bloomberg articles are proof of that. However, in general people
who want life insurance choose the company and pay for the companies’ services. In the
case of SGLI, the Department of Veterans Affairs chose Prudential for all DoD
servicemembers. Life insurance companies like Prudential provide a service to people
seeking life insurance, including Servicemembers, not because it’s an easy or hard
service to provide, but because it’s an important service that people have sought for
decades. The do so to compensate people for their loss and in doing so must maintain a

profit in their endeavor to stay solvent and in the best interest of the company and
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shareholders. Failure to earn a profit could ultimately cause the company, its employees,
shareholders and ultimately beneficiaries of these policies to not see any monies from
anyone’s perspective due to the company failing and going into bankruptcy, to the

detriment of all parties.
3. Poor Disclosure from Prudential and the VA

When Prudential made the transition to Retained Asset Accounts, very little was
done to notify policyholders and beneficiaries about these accounts. In our research, we
were able to find only one public announcement and one news article from that time
period that discussed the change. By not making sure policyholders were aware of the
changes to the payment of benefits, Prudential withheld information that policyholders
might have wanted in order to decide whether they wanted to continue with the life
insurance options they had initially chosen. Policyholders might have wanted to change
their policy in light of the switch to RAAs. Prudential and the VA both should have been
more forthcoming about the benefits and drawbacks of these accounts, such as
competitive interest rates paid to the beneficiary, the lack of FDIC insurance and how

each states insurance guaranty compared to the FDIC.

B. RECOMMENDATIONS

1. Bloomberg News

Bloomberg News journalist David Evans was nominated for a Pulitzer Prize in
National Reporting, “for his revelations of how life insurance companies retained death
benefits owed to families of military veterans and other Americans, leading to
government investigations and remedial changes” (Columbia University News, 2011).
Although Bloomberg News did bring to light a poorly understood issue and the publicity
resulted in changes to the way Prudential manages the SGLI enrollment form as well as
more open disclosure on VA and Prudential forms, documents and publications,
Bloomberg should not have distorted the truth, and should have maintained objectivity in

its reporting.
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2. Prudential—Documentation and Disclosure

Many issues with the Alliance Accounts could have been avoided if, as soon as
Prudential and the VA agreed on the Alliance Account changes, they had done so
formally in writing. After that, the VA and/or Prudential should have clarified to
policyholders how the changes would affect them and the options the policyholder has.
Prudential’s new application forms make more clear what options for payment the
policyholder has.

When changes affect the policyholder and beneficiaries, disclosure of the changes
needs to be made to all those affected. In particular, Prudential should have disclosed that
the Alliance Accounts are not FDIC insured in big bold letters and not in fine print as
Prudential and the VA did for over a decade. Also, Prudential should have explained in
the application form that the Alliance Account or Retained Asset Accounts are insured by

each State’s Guaranty Fund and what that means to the policyholders/beneficiaries.

Appendix L (Old SGLV 8283 — July 1994) and Appendix M (New SGLV 8283 -
January 2011) show changes the Department of Veterans Affairs and Prudential made
with the Claim for Death Benefits form (SGLV 8283), since the original Bloomberg
article was written on July 28, 2010. The changes that occurred are very much improved
and provide more open disclosure regarding the Alliance Accounts and provide better
information for the policyholder and the beneficiary to make an informed decision with

regards to his or her SGLI policy and payout.
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APPENDIX A. SGLV 8286, SERVICEMEMBERS’ GROUP LIFE
INSURANCE ELECTION AND CERTIFICATE, DECEMBER 2007

Directions To Personnel Clerks Of The Uniformed Services

1. Complete all appropriate items on this form. All entries except the signature and those
requested to be in the service member’s own handwriting, must be typed or printed in ink.

2. Include the name, address, and social security number (if available) of the beneficiary(ies),
and the relationship of the beneficiary(ies) to the service member (e.g. father, sister).

3. If a service member wants to designate a beneficiary other than would be normal under his
or her family circumstances, see “Unclear or Unusual Beneficiary Designations” (section
6.03) in the Servicemembers’ Group Life Insurance Handbook, Handbook 29-75-1
(WWW.insurance.va.gov).

4. A representative of the Uniformed Services must sign his or her name below that of the
service member to indicate that he/she received the form from the member (whether in
person, by mail or electronically) and should include the date he/she received it.

5. This form, properly completed, is authority to a payroll office to initiate or change the
deductions for insurance premiums if the amount of insurance is changed or cancelled.

6. If this form is being used to decline SGLI coverage, inform the service member that this
action will mean that he/she will no longer have Family SGLI coverage - both spousal
coverage and dependent child coverage — or Traumatic Injury Protection (TSGLI). Have
the service member complete SGLV 8286A and take action to end payment of Family
spousal premiums. No additional forms need to be completed to end payment of TSGLI
premiums.

7. Inform the service member that if he/she is married or gets married after completing this
form, his/her spouse is automatically covered under Family SGLI and premiums are due for
this coverage and will be deducted from his/her pay if his/her spouse is registered in
DEERS. If his/her spouse is not registered in DEERS, premiums cannot be deducted and
the member will owe a debt for unpaid premiums.

8. Inform the service member that if he/she has questions about this form, he/she may obtain
the advice of a military attorney at no expense to the service member.

9. After the form is completed in its entirety, you should:
« File a copy of pages 2 and 4 in the member’s official personnel file.
s Provide a copy of pages 2-5 to the service member.

s Provide a copy of pages 2 and 4 to the Active or Reserve component of the
Uniformed Services.

Remember: If this form is used to decline SGLI coverage and the service member has
Spousal Family SGLI coverage, you should take action to discontinue payment of spousal
Family SGLI premiums.

Note: Please do NOT send any of the forms or copies to the Office of Servicemembers’
Group Life Insurance or to the Department of Veterans Affairs.

SGLV 8286, December 2007 p.1
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Directions To Service Member

What You Should Know
This insurance is granted under the Servicemembers' Group Life Insurance provisions of title 38, Urnited States Code, and is subject to the provisions of that
title and its amendments, and title 38 Code of Federal Regulations.

This form must be correctly completed, signed and received by your Uniformed Service before your death in order for this designation to be valid.

Marriage and SGLI Coverage
If you are married or you get married after completing this form, your spouse is automatically covered under Family SGLI and premiums will be
deducted from your pay, unless you decline Family SGLI coverage by completing SGLV 8286A. You must register your spouse in DEERS for Family

SGLI premiums to be deducted from your pay. Ifyou do not register your spouse in DEERS, premiums cannot be deducted. This will result you owing
a debt for back premiums.

Periods of Coverage
SGLI is in effect throughout the period of full-time active duty or active duty for training. Coverage is also in effect on a full-time basis for reservists who
are assigned to a unit or position in which they may be required to perform active duty or active duty for training and each year will be scheduled to
perform at least 12 periods of inactive duty training that is creditable for retirement purposes under Chapter 1223 of title 10, United States Code. SGLI
coverage continues for 120 days following separation or release. You may convert your SGLI to Veterans® Group Life Insurance within 120 days of
separation without proof of good health, or within one year and 120 days of separation with proof of good health by contacting the Office of
Servicemembers’ Group Life Insurance (see below).

Instructions On Completing This Form (Type or print in ink all items except where otherwise noted.)

1. Naming Beneficiaries

a. A new SGLV-8286 must be completed to change your beneficiary. You may name anyone as beneficiary without his/her consent. However,
your spouse will be notified if you reduce coverage or name a beneficiary other than your spouse.

If the beneficiary is a married woman, use her given first and middle names. For example, use Mary Lisa Smith, instead of Mrs. John Smith.
¢. A named beneficiary will NOT be changed automatically by any event occurting after you complete this form (e.g. marriage, divoree, etc.).
Your beneficiary cannot be changed by, and is not affected by, any other documents such as a divorce decree or will.

d. If you want to name more than four prineipal or contingent beneficiaries, list the additional beneficiaries on the Beneficiary Continuation Form
(page 5) and check the block under the principal or contingent blocks on page 2, indicating that you have done so. The Beneficiary
Continuation Form (page 5) should then be attached to page 2 of the 8286.

e. If you name minor children as beneficiaries, the insurance will be paid to the court-appointed guardian of the children's estate.

f.  Youcan establish a trust for the benefit of the children and name the trust as beneficiary. A trust names a trustee of your choice to be legally
responsible for administering the insurance proceeds for the children. Naming a trust as a beneficiary on this form does NOT create a trust.
Before naming a trust as beneficiary, you should consult a military attorney for assistance.

2. Social Security Number - Do not delay completing this form if you do not have a beneficiary’s Social Security Number. The Social Security
Number helps us to locate the beneficiary, but is not required.

3. Shares to each Beneficiary - If you name more than one beneficiary, the sum of the shares must equal 100% or the full dollar amount of your

insurance.
Example: mother $200,000 50% 12
father $200,000 or  50% or 172
Total $400,000 100% 1

4. Payment Option - You may choose whether you want the beneficiary to receive payment in one lump sum or in 36 equal monthly payments by
writing "lump sum" or "36" in the column labeled Payment Option. If you choose 36 payments, the beneficiary cannot choose to receive a lump
sum payment. If you want the beneficiary to have a choice at the time of payment, write "lump sum" or leave the block blank.

5. Provisions For Payment Of Insurance
a. If you name more than one principal beneficiary and one or more predeceases you, the share(s) will be divided equally among the remaining
principal beneficiaries, unless otherwise stated. If there are no surviving principal beneficiaries, the proceeds will be divided among the
contingent beneficiaries.
b. Ifyou do not name a beneficiary, or if there are no surviving beneficiaries, or if you indicate that payment should be made by law, the proceeds
will be paid in the following order:
1. Widow or widower
2. Children in equal shares (the share of any deceased child will be distributed equally among the descendants of that child)
3. Parent(s) in equal shares or all to surviving parent
4. A duly appointed executor or administrator of your estate
5. Other next of kin

What Your Beneficiaries Should Know

Upon your death, the Casualty Assistance Office for your branch of service will assist your beneficiary in filing a claim for the insurance proceeds. These
claims are submitted to the Office of Servicemembers' Group Life Insurance, 80 Livingston Avenue, Roseland, NJ 07068-1733. Your beneficiary may
also call 1-800-419-1473 for claim information.

SGLV 8286, December 2007 To Member p. 3
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[princompietedForm] [ cewform ] [ PemGisnkrorm |

Please read the instructions before completing this form.

Servicemembers’ Group Life Insurance Election and Certificate
Beneficiary Continuation

Instructions: This page is to be used ONLY when the service member wants to name more beneficiaries than the number of beneficiary
spaces provided on page 2. If this page is completed, it should be copied and distributed together with page 2 of this form.

Member Information

Last name First name Middle name Rank, title or grade Social Security Number

Beneficiary(ies) and Payment Options

In addition to the beneficiaries | have named on page 2 of this form (SGLV 8286), | also designate the following beneficiany(ies) to receive payment of my
insurance proceeds. | understand that the principal beneficiaryies) will receive payment upon my death. If all principal beneficiaries predecease me, the

insurance will be paid to the contingent beneficiary(ies).
Complete Name (first, middle, last) and Address | Social Security Relationship Share to each Payment Option
of each beneficiary Number to you beneficiary [Lummp sum or 36
{if known) [Use % § ameunts or equal morthly
frachons peyments)
rineipal I I E B
5.
6.
7.
8.
9.
10.

Contingent I A N R

5.

6.

10.

| HAVE READ AND UNDERSTAMD the instructions on pages 2 and 3 of this form. | ALSO UNDERST AMD that:

. Thisis a of my b ficiary designation on page 2 of this form, Servicemembers' Group Life Insurance Election and
Centificate.
. The proceeds will be paid to beneficiaries as stated in #6 on page 3 of the SGLV-82886. unless otherwise stated above.

h
SIGN HERE IN INK #~ Date:

{Your signature. Do not print.)

Do not write in space below. For official use anly.
RECEIVED BY: l RANK, TITLE OR GRADE | ORGANIZATION DATE RECEIVED
— m— — —
SGLV 8286, December 2007 Copy 1 - Member's Official Parsonnel File

Cepy 2 - To Member
I— [— I— Copy 3- To Active or Reserve Component of
Uniformed Service

p. 4
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\lt ~ Department of Veterans Affairs

What You Should Know About VA Benefits

Once you enter the service, you may become eligible for a variety of benefits offered by the U.S.
Department of Veterans Affairs (VA). These benefits include, but are not limited to the following:

Compensation & Pension

As a veteran, you may become eligible for
compensation for any injuries or illnesses you
incurred while on active duty or any pre-existing
disabilities, which were aggravated by yvour
service in the Armed Forees. You may also be
eligible for a disability pension if you are a
wartime veteran with limited income and you are
no longer able to work or are age 65 or older.

Education & Training

The Montgomery GI Bill is your chance to
secure a source of financial assistance for vour
future education and training needs. Whether
you're active duty, Guard, or Reserves yvou may
qualify for benefits. Activated Guard and
Reserve members may also be eligible for the
Reserve Education Assistance Program Chapter
1607. See your Education Services Officer, or
Unit Administrator for more information. Some
family members of disabled or deceased veterans
are also eligible for education benefits.

Vocational Rehabilitation & Empioyment

The Vocational Rehabilitation & Employment
program helps certain servicemembers and
veterans who incur injuries and/or illnesses
during their military service to prepare for,
obtain, and keep suitable employment. Among
the services offered are re-employment, rapid
access to employment, self-employment
assistance, employment through long term
services , and independent living.

How To Contact VA

Life Insurance

You may be eligible for VA life insurance if you are
injured or disabled while you are in the service and
VA gives you a rating for vour injury or disability.
Up to $10,000 in life insurance coverage is available
at standard insurance rates. If you are totally
disabled, vou may also apply for a waiver of
premiums. For those veterans who are eligible for
this waiver, additional coverage of up to $20,000 is
available. You can also convert your SGLI
insuranee to Veterans® Group Life Insurance, which
offers lifetime renewable term coverage at
competitive rates. Also, Veterans® Mortgage Life
Insurance is available to severely disabled veterans
who receive a specially adapted housing grant from
VA,

Home Loans

VA can guarantee part of a loan from a private
lender to help you buy a home, a manufactured
home, alot, or certain types of condominiums.
VA also guarantees loans for building, repairing,
and improving homes. If you already have a
mortgage, VA may be able to help you refinance
your loan at a lower interest rate.

For more information about VA benefits, you may visit your local VA office or call us toll-free at
1-800-827-1000. For information on VA life insurance benefits, call 1-800-669-8477. For more
information on VA education benefits, call 1-888-442-4551. You can also get information on all

VA benefits on VA’s website at www.va.gov.
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APPENDIX B. SGLV 8286, SERVICEMEMBERS’ GROUP LIFE
INSURANCE ELECTION AND CERTIFICATE, MARCH 2011

| Print Form I I Save Completed Form ] | Clear Form I
@ Prudential Servicemembers’ Group Life Insurance
Office o Saricamambary’ Election and Certificate
Group Life Insurance

1. About You

Print Name [First, Middle, Rank, grade
Duty Location Branch of Semvice
2, About Your Coverage

I am completing this form to: (Check all that apply/

[ Name or update my SGL beneficiary. You must complete sections 3 & 5. CUV&""H“ _iS

[ Increase or restore my SGLI coverage to You must complete sections 3,4, & 5. ) ava“ablism f
_ increments o

[ Reduce my SGLI coverage 1o You must complete sections 3 & 5. $50,000 up to a

[ Decline {cancel) SGLI coverage. Write below 1 do notwant insurance al this time." You must complete section 5, maximum of

$400,000

3. About Your Beneficiaries Complete this section unless you are declining coverage.

Felationship
toyou

Primary

MNarme and Address

Lump sum

Lump sum

Lump sum

Lump sum

Secondary

Lump sum

Lump sum

Lump sum

Lump sum

pplemental SGLI Beneficiary Form, SGLV 82865,
by law {see page 3.
il n

[ Have more beneficiaries? Check the box and complete 51
If you do not name k
*If the ins

g e lEmp sum payn

SGELV 8286 Page 10f 4
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| Print Form | | savecompletedForm | | Clear Form |

4. About Your Health Complete this section ONLY if you are restoring or increasing coverage.

] | ] I Your gender [ Female
O Male

Your date of birth (MM, DD, YYYY) Your weight Your height

Have you had, been treated for, or

had known indications of: Did you answer "YES” to any

a. A heart condition? question? lf so, reference the
) question by letter and list date,
Y 7
b. High blood pressure? duration and details below.

c. A neurological disorder?
d. Diabetes?
. Cancer or tumors?

. Have you ever been diagnosed as having a
disease of the immune system?

—- o

. Do you have any known physical impairments,
deformities, or ill health not covered above?

O O ooooOggf
O O ooooo#g

Any request to increase coverage does not take effect until approved by 0SGL

5. Your Signature You must complete this section.

| have read the instructions and understand that

= This form cancels any prior beneficiary or payment instructions.
| can have SGLI and VGLI coverage at the same time, but the combined amount cannot be more than $400,000.

= Reducing or declining SGLI coverage can affect the amount of my family coverage, traumatic injury
coverage and post-separation coverage (see instructions for details),

u |f | am married or get married after completing this form and have not declined SGLI, Family SGLI automatically covers my spouse.
| must register my spouse in DEERS so my branch of service can deduct premiums from my pay. Fadlure to register my spouse in DEERS
will resuft in my owing debts for unpaid premiums. | can decline Family SGLI coverage by completing SGLV 82864

= | certify that the information provided on this form is true and correct to the best of my knowledge and belief, Any deception or knowingly
false statement either by inference or amission may result in cancellation of the insurance or in the refusal to pay a claim.

Service Member Signature Social Secunity Number Date (MM, DD, ¥YYY]

Current Amount of SGLI

For Branch of Service Use Only For 0SGLI Use Only
Mame of Personnel Clerk Representative
Rank, title or grade Approve O
Contact telephane/email Disapprove O
Date Date
Address
GLAN009  Ed 032011 |Supercedes all praviaus versions of SGLV 8286 and SGLV 8285) SGLV 8286 Page 7 of 4
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| Print Form | |

Save Completed Form | | Clear Form 1

Information for the Service Member

Ahout your SGLI Coverage

Servicemembers’ Group Life Insurance {SGLI} is granted under title 38, United States Code, and is subject to the provisions of that title
and its amendments, and title 38 Code of Federal Regulations.

The following charts provide information you should review before naming a beneficiary or selecting a payment option.

Naming Beneficiaries who will receive the insurance

Ifyou...

Then...

are married and name someons
other than your spouse or child as
your beneficiary

The Branch of Servic

will notify your spause that he or she is not the named beneficiary.

are married and reduce or decline
YOUr coverage

The Branch of Service will nonfy your spause that you reduced or declined coverage,

have any life event such as
marriage, divorce, or children after
completing this form

You should complete a new beneficiary form, Beneficiaries are not automatically changed by life events

beneficiary and one or more of them
predaceases you

name more than one beneficiary The: sum of the shares must equal 100% or the full dollar amount of your insurance.
want 1o name more than four You must complete the SGLI Supplemental Beneficiary Form, SGLV 82865,
primary or secondary beneficiaries
name minors as beneficiaries benefit to the court-appointed guardian of the children’s estate,
or at time of claim,
= You can establish a trust for the benefit of the children and name the trust as
bel ary, A trust names a trustee of you ice 10 be legally responsible for
administering the insurance proceads for the children.
= MNaming a trust as a beneficiary on this form does NOT create a trust
name more than one primary SGLI will pay the shares equally among the remaining primary beneficiaries.

want to name a Trust as a baneficiary

You must create a trust, Please consult with a military attorney, professional financial plannes, or estate planner
to help you craate Trust documents. (Plaase note: Trust documents are not nesdad until a claim is submitted |

have no surviving
primary beneficiaries

SGLIwill divide the insurance benefit among the secondary beneficiaries.

do not name a beneficiary or

thera are no surviving primary

or secondary beneficiaries

OR

indicate that payment should be made:
by law

SGLI will pay the insurance benefit in the following order:

1. Widow or widower

2. Children in equal shares [the share of any deceased child will be distributed equally amang the
descendants of that child)

3. Parent(s) in equal shares or all to surviving parent

4. A duly appointed executor or administrat

5. Other next of kin

or of your estate

lump sum

Payment Options
Ifyou want the beneficiary to... | Then...
receive the insurance proceeds inone Write the phrase “lump sum” under Payment Options. If you elect a lump sum payment, your beneficiany(ies)

will be given the option of receiving the lump sum payment either through the Prudential Alliance Account®
or by check.

*Alliance Account is not available for payments less than £5,000, payments to individuals residing outside the
United States and its temitories, and certain other payments. These will be paid by check

receive the insurance proceeds in
36 equal monthly payments

= Write "36" under the Payment Option
= Yfour beneficiary cannot change this payment cption,

have achoice

Write the phrase “lump sum” under Payment Option or leave blank.

GLANO 09 Ed 0372011 |Supercedes all praviaus versions of S

SGLV 8286
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| Print Form |

Save Completed Form I

| Clear Form |

Instructions for Personnel Clerk and the Service Member

1. Arepresentative of the Uniformed Services must complete the "For Branch of Service Official Use Only”
section to indicate receipt of the form from the member after reviewing the following table:

unless the service member declines or reduces coverage

If the service member... The Personnel Clerk should inform
the service member that... Then Personnel Clerk should...
has just entered the service he of she is automatically insured for $400,000 SGLI,

iz increasing of restoring SGLI

he or she must complete Saction 4, About Your Haalth

m Approve form if the responses to questions 4a
through 4g are “No” and forward the form to payrall
to change SGLI premium deductions.

= Send form to OSGL i any answer to questions 4a
thraugh 4q are "Yes.” Only infarm payroll when
appraved by OSGLI.

is reducing SGLI

= an application with health questions is required to
increase coverage at a later date.

u if the member is married, the Branch of Serv
pravide written notification to his or her spouse t
the member reduced coverage

Forward the form to payrall to change SGL premium
deductions

i5 declining SGLI

= this will also cancel Family SGLI coverage
both spousal coverage and dependent child coverage
and Traumatic Injury Protection (TSGLI)

® if the mamber is married, the Branch of Service must
pravide written notification to his or her spouse that
the member declined coverage

= Have the service member complete SGLY 82664
to end payment of Family spousal premiums,
The senvice member doas not need to complete
& form 1o end payment of TSGLI premiums

= Forward the form to payroll to change
SGLU premium deductions

15 married or gets married
after completing this form

w Family SGLI automatically covers spouss

® fie or she must register their spouse in DEERS for
payroll to deduct premiums.

= |f the member wants to decline coverage or take a

lesser amount of spousal coverage, the member must
complete SGLV 82864

If applicable, forward the form to payroll to begin
premium deductions for the spousal coverage
Forward the form 1o payroll to begin premium
deductions for the spousal coverage, if applicable

has questions about this form

the advice of a military attomey is available at no expense.

Direct them to the appropriate resouice,

wants fo designate more
beneficiaries than the form allows

he or she must complete the Supplemental SGLI

Beneficiary Form SGLY 82865

Attach the Supplemental Baneficiary Form to the 8265

wants 1o designate an unusual
beneficiary given their family
circumstances

w while the member is free to designate anyone he or she
choses as beneficiary, the member must certify that he
or she understands the designation is unusual and the
person named will receive the benefit,

mif the member is married, the Branch of Service must
provide written notification to his or her spouse that
the member changed the designation

Have the member sign a paper with the: following
statement; | certify that | understand my beneficiary
desi N is unusual, and | intend <named
beneficiary> to receive my insurance proceeds in

the event of my death. | also understand thatif | am
married, my spouse will be notified that hefshe is not
my designated beneficiary.

7. After the form is completed, Personnel Clerk should:

O File a copy in the member’s official personnel file

O Provide a copy to the service member

O Provide a copy of the form to the payroll office for the member’s unit

O Submit the form to OSGLIONLY if the member is increasing o restoring SGLI coverage and answered
"Yes" to one or more of the health questions

056U
PO Box 41618

Philadelphia, PA 191769913

GLZO0N9S  Ed 0372011 [Supercedas all previous versions of SGLV 8286 and SGLV 8285 ) 120038 SGLV 5286 |’Hg(-! Jofd
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APPENDIX C. AN OPEN LETTER TO THE MILITARY
COMMUNITY FROM PRUDENTIAL FINANCIAL: SEPTEMBER
23, 2010

2 N

September 23, 2010 @ Prudcntial

An Open Letter to the Military Community
from Prudential Financial:

Many people, including us, have been understandably concerned about misleading and inaccurate
information about our Alliance Account that has been widely disseminated, chiefly by the Bloomberg
News organization. This misinformation threatens to eliminate an important benefit for the life
insurance beneficiaries of our fallen servicemembers, We cannot allow this irresponsible reporting to
mischaracterize a widely accepted form of lump-sum distribution, which for more than a decade has
provided a safe, efficient and confidential way for the full payment of benefits to beneficiaries of our
military servicemembers.

The articles have been inaccurate and reckless because they fail to point out that beneficiaries have
always been able to get all of their money when they want it by using the Alliance Account.
Prudential does not withhold a penny of the money that belongs to beneficiaries. In fact, we pay
interest on it from day one. This information is clearly explained to beneficiaries.

Some of these press accounts have been further misleading by repeatedly stating that these accounts
are not federally insured by the FDIC. While the statement is true, it is designed to lead you to believe
the accounts are risky, when in fact retained asset accounts have historically been protected by State
Guaranty Funds that provide protection of at least $250,000 up to 5500,000.

Consumer advocates and the courts have recognized our Alliance Account as a fair way to settle
claims for beneficiaries. In an article published Aug. 30, by CBS/Moneywatch, Jane Bryant Quinn
noted: “Pru, like most insurance companies, automatically put the lump-sum payouts into what's
known as a retained-asset account. It's a holding pen for cash—for military and nonmilitary families
alike. Beneficiaries get checkbooks and can write checks or ‘drafts’ on those accounts at any time and
for any amount, including the lump sum.” She also wrote, “Currently, Pru pays 0.5 percent. That's the
same as my bank pays on money market accounts of at least 550,000. Some banks and credit unions
pay more (yes, | should change my bank). Money market mutual funds yield about 0.2 percent today.
So for cash you can tap at any time, the insurance company looks okay. If you die while holding a
retained asset account, the interest as well as the principal goes to heirs untaxed.” Quinn concludes,
“They (retained asset accounts) make sense as a way of managing large lump sums, short term.”

Several federal judges have rejected claims against accounts like the Alllance Account, concluding
that beneficiaries are in virtually the same position they would be in had the insurer sent them a
check, because consumers can immediately withdraw the full proceeds. On Friday, Sept. 10, a federal
judge in Nevada threw out a lawsuit against MetLife that alleged the insurer misled beneficiaries over
the use of such an account. Last December, Judge Joseph Greenaway Jr., in federal court in Newark,
N.J., asked a plaintiff's lawyer, “What am | missing here? Your client has the ability to get all of her
money from day one.” The judge, who is now on the U.S. Third Circuit Court of Appeals, subsequently
dismissed the case.

As for the allegation that there was some secret agreement between Prudential and the Department
of Veterans Affairs relating to the use of the Alliance Account, characterizing this as a secret is

63



laughable. Every beneficiary gets information about the Alliance Account before they receive their
distribution, If this is a secret deal, it's the most public one in history. The use of the account-based
settlements was an established best practice within the life insurance industry at the time the VA
agreed to incorporate it in the Servicemembers Group Life Insurance (SGLI) program.

In fairness, Jane Bryant Quinn questions whether the disclosure provided to beneficiaries should be
improved. To that end, the Department of Veterans Affairs on Tuesday, Sept. 14, announced measures
to do just that. For the record, Prudential supports the changes. We believe the changes will eliminate
confusion caused by misleading reporting.

Finally, much has been said about the Alliance Accounts being some elaborate scheme to make money
from the deaths of fallen servicemembers—an allegation we deeply resent. In fact, we have lost
money under the SGLI contract over the last 10 years.

We would not be as strident in our response to the reporting we have seen if we did not feel it was
our obligation to do so. These reports are causing unnecessary anxiety among the beneficiaries of our
men and women in the armed forces, not to mention the millions of consumers who have used
Alliance Accounts and been satisfied with them for decades.

We know that financial institutions and government agencies make easy targets in today's world, but
we are proud to have worked with the Department of Veterans Affairs for more than 44 years and we
consider this responsibility an honor and a duty. During that time, we have helped families manage
after the loss of those who have sacrificed so much for our country. This remains our heartfelt
commitment.
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APPENDIX D. PRUDENTIAL ALLIANCE ACCOUNT: HOW THE
ALLIANCE ACCOUNT SETTLEMENT OTION WORKS, MARCH
2008

BOW I HEALLTANCE ACCOUNT
SETTLEMENTOPTION WORKS
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CLAIM SETTLEMENT CONFIRMATION

Theis confirmes that the procesds of gowe elainm are noe evailoble

throaegh the Alliance Avcownt Settlement Option

Thomas B Anderson Account Number: 123456780012
Mary B Anderaon Dpening Balance: 00000000

PO Box 678 Carrent Interest: GO000000
2063 Pleasant Road &nnual Y]Eid'_ 0007

Anywhere USA 12346-1254

I wou have questines, plénss oall -ETT-ALLTANCE ¢1-877-266-4262), Morulay thrmigh Friday 5dum. o 8 o Eastern thine, 1o apenk
with & Cistamer Servies Representative, Or, neeess sutomated aecount information by calling this nembsar any dngy, 24 howrs by,
(i write:
Prudentinl Allianee Aceount Berviees, The Pradential Insuranee Company of America
PO Box 41582, Philsdelphia, PA 19176 T

{Please he sara to inchade your account number o all weltten corresponden.) "lmm"m III"HIIW II“HI“[IH"“H"I

®

The Prudential Alliance Account is a popular setilement choice for many benefiviaries. I'm sure you'll agree,
it offers you numerous bepefits not available with other payment apticns.

Drear Thomas B Anderson and Mary B Andersomn,

With the Allisnce Account you now have a simple, secure way to manage and access the funds, You can hold the
money in the acecount for safeleeping for as long a2 you like, and even leave it to a baneficiary if you choose,

To access the moeney, you simply write a deaft Ccheck") for the amount you need. See the reverse side of this
letter for some additional information sbout your Alliance Account.

In this folder you will find the following materiala:

* Informaticn Regquest Forny: This form is used fo designate your beneficiary. Please complete and return it
immediately in the postage-paid envelope provided.

®  Alliance Checkbook: Ineludes 15 personalized chechs,

* How the Alliance Ascount Werle: Answera to frequently asked questions.

We thank vou for placing your trust in Prodential during this time of trangition. Should you have questions,
please call us at 1-877-ALLIANCE (1-877-255-4262).

Sincerely,
Alianee Aceount Services

(ipen Bnlntioss BIS, Inc. is the Administrator of the Prodentisi Aliases Acsourt Settlement Option, & contrectaal obligntion of The Prudential Insurance
Company ol Arrericn, leatod ot Tl Broad Strest, Newnrk, BT 07102-377T, Check ciearing is provided by JPMurgan Chaso Bank, N_&. ani r\vmc‘f:::_lng'
suppart B provided by Integrated Papsment Systana, Ine. AfHemes Avoosnt holsmsis i nnl isared by the Fedeml Digieil lisarno Cipitestion
(1M Opan Bokations BIS, Ine, JPMorgan Chas: Bark, MLA,, snd Isntegrated Payrsant Systams, Ine. are not Prudestial Fmaneinl companies.
Prudentinl, Prudesiml Finameial, the Rook Loge, and the Reck Pradontiel Logn ene registered service marks of The Predential Insurance Company of
Amsricn, Mowark, MJ and it affiliates.

Ed. fdas

Wl OB AT B
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Access Alliance Account Information
Anytime, Anywhere

With ywour Allionce Account, round-the-clock access
i great o toll-free phone call ooy

As an Alliance Aceount customer you can get information
toll-free at your convenience, 24 hours a day, seven daye s weals.
Doring sur bisiness hours, 8 a.m. to 8 pm. Eastern time,
Monday through Friday, you can choose to speak with a
Customer Service Representative, After hours and on weelkends
you ean still get balance information and perform a number of
ather tasks through our antomated service.

For your protestion you will be asked to supply vour

Account Number which is Iocated on the upper right hand
corner of your statement and on voor Allianes Account drafts
(“checks"). Omee you enter this information, you will antomatically
hesar your current sccount balance.

To perform additional tasks, select any of the fllowing optione:

FRESS OR 587
Recrder checks
Hear necent checking activity
Order copies of checks
Repeat balance and interest rate information
Hear these options again
Speak with an account representative
(Mhancday through Friday, & am, $o 8 pom, Eastem time)
o have your questions answered andfor to
fnd out about ather Prudential products and services

SR o W R =

For Answers Anylime
Call Toll-Free, 1-877-ALLIANCE
(1-B77-205-4262)

# Prudential

Open Sobutions BIS, Ine is the Adminiztrator of the Prodential Allinnee
Aveount Bettlement Cptian, o eontrastusl obligation of The Prodential
[naurance Comparny of Americs, located at 751 Broad Street, Nowark, NJT
OT102-377T. Check clearing is provided by JPMorgan Chase Bank, N.A.
and processing support is provided by Integrated Payment Systems, Ine.
Allianee Aeeoint balinees are not insured by the Federal Deposit
Insurunes Carporation (FDIC), Open Solutlons BIS, Inc., JPMorgan
Chase: Bank, N A., and Inteprated Payment Systems, Inc. are not
Prudential Financial compsanies.

Prodential, Prientinl Financinl, the Reck Logo, and the Roek Prgdentisl
Logm are registered service marks of The Prudential Insurnnes Cormpany of
Amarica, Newark, NJ, and ita affiliates.

B, DREHE
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ANSWERS TO FREQUENTLY ASKED QUESTIONS

Az you begin fo wse your Allicnee Aceownt you moy find thet you have questiona
about how the aseownt works. To help you, we've provided o nuwmber of commonly
asked questions, aloag with their answers.

When and hew can | access the funds in my Allance Account?
The funds in your Alliance Account are svailable immediately,
Zimply use the eoclosed drafts (“checke™ to aceess the
acemint anytime you wish, You can write a cheek to
yoursell (which you can cash or deposit at your own bank)
or write a check to another person or to any business o8
you nead your funds,

How will | know how much meney ks in the account?

You'll find the opening bulanee on the encloged
Coenfirmation, shove the letter, insluded in this folder,

You will receive regular statements showing your current
balanee, the interest you've earned, checks you've writhen,
and any other account activity. You can also check your
aeeount bulanes 24 hours a day veing the automated
aceount information svetem at 1-877-ALLIANCE
(1-AT7-265-1262),

Is the money secure?

Yea, The funde in vour Allisnce Aceounl are safeguarded.
Your balance, including esrned interast, is huekd by the
finaneial strength of The Prodential Insurance Company
of Amerie - ane of the largest life insuranee companies in
the 115, For more than 130 years Prodential has been
helping to grow amd protect the wealth of millions of
aatisfied customers,

Dio the funds in the account earn interest?

Wea. Your funds begin carning interest irmmediately.
Tnterest is compounded daily and eredited every month.
The Interest rate may change, but net mere than onee o
menth, The agening interest rate and annual yield are abso
printed on vour encloged Confirmation.

How long can | leave the funds in my Aliance Account?
You can leave the money in the acesunt for as long as you
want. One of the benefits of the Alliwnes Account that
customers like most, i2 the time it allows them to congider
thetr aptions. Important finansial decizions — even under
the best of cireumataness — ehould not be made quiclly.

Can | make deposits to my account?

Mo, individuals cannot make deposits into an Allianes
Ageount, Only eligible payments fram other Prodential
inaurance policies or contracts may be added 1o the
Allianee Aceount. If you are the recipiont of mdditionnl
Prudential Hfe insurance or annuity proceeds, only one
Allipnee Account Setthement Option will be set up for all
procears.

How do | get more checks if | need them?

Additional personalized checks can be ordered ab ne charge
by ealling our sutemated system anytime, 24 hours o day,
sovven days o week at 1-8TT-ALLIANCE (1-877-206-426E),
T spenk directly with a Customer Service Reprosentative,
pleaze enll botween 8 am, and 8 pom, Eastern time,
Monday through Friday.

What if | want to close my Alliance Accourn®?

You can close the account by ealling the Custemer Service
office. 4 check for the remsining balanes and interest will
e sent to vou. Or, you can cloga the aceaunt by writing un
Alliance check for the balance and cashing it or depositing
it at vour swn bank. Since interest acerues daily, a checlk
for the remaining accrued interast will be sent to you. The
mecaunt will elose antomatieally if the balance falle below
$260. If this happens, & check for the halance and any
aceruad interest will be senl divectly to you at the end of

the month.
@® Prudential @

Custormer Service: 157 T-ALLLIANCE (1-877-255-4262)

if you have additional questions, or need mone irformation,
call our dedicated Customer Service ne at any time. You
can speak to a representative directly Monday through
Friday between 8 am. and 8 pom, Eastern time, After
hours you can still call this number and use our automated
system to order checks, check your account balance, and
learn the current interest rate.

Open Solations BIS, Ine. is the Administrator of the Prodential Alliance Aceount Settlement Option, a contractial abligation of
The Prudential Insurance Company of America, lemted at 751 Broad Street, Newark, NI AT102-2777, Check clearing is provid-
ad by JPMorgun Chase Bank, M_A, and processing support. iz pravided by Integrated Payment Systema, Inc. Allisnce Account
balances are not insured by the Federsl Depozlt Insuranee Corporation (FDIC), Open Solutions RIS, Ine, JPMargan Cluase
Bank, N.A., and Integrated Payment Syztems, Ine, are not Prudential Floaneial companies.

FPrudential, Prodential Finuneial, the Bock Lego, and the Rock Prudential Logo are registered service mavks of The Prodential

Insurance Company of Americs, Newnaris, MJ and its affiliates.

Eil [anHE
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Pleaze eomplete this form invrediotely amd rebarn 0F fe the ”]ﬂﬂﬁﬂ
preatinge-penard envelope eaclosed,

INFORMATION REQUEST @ Produntial’s

ACCOUNT
Clearhy print your imformetion.
Marre (First), _ (Midelle Iritial) (Last)
Street Acddress
City Stake Tip Code o Check here If new or updated address
fliance Account Mumber (located on your Canfirmation) _ Dabeof Brth
E-mail Address DoytimePhone_ Evening Phoes.

Beneficiary Designation: [f there {2 a balance remaining i gour Allienee Aecownt af the tine of your dath, 3 will be
pariid, o o iudicnds Seloa, to either your eatate or the beneficiory(ies), you degigrete.

Check ome.
_| Pay the bersficaryles) Isted below. Py iy estate. B chocsitg fo pay my estate, no other benaficary can be selected.

IF o do wot desigrate ary bengfirinriog, or {f all hangfciories prodecense you, ony dolonwee remeoteing will e poadd b
ot eatate,

Mamw dehness Relaticrship  Sccial Security Mumber %of Proceed
L S %
Z = L k]
TOTAL hle
Secondary Beneficiary
A seeomdnry benaficiory would be paid only i all primary beneficlories predeceoss yow
Mama Addbess Relatiorship  Socisl Security Humber %ol Proceed
k]
1 —_ =
z : *
TOTAL Wo%
Please sign here as you would a check.
Sigmature Date

Please complete this form as soon as possible and retwrm it in the enclosed et age-paid envelopse to:
Prodentinl Allkanee Account Services, PO, Box 41582, Philadelphia, A T9THE,
For Customoer Service enll 1-BTT-ALLIANCE (1-8TT-255-4 2621

Open Sobations BIS, Inc is the Administrstor of the Pradential Allares Aceoant Settlement Option, a motractual chligation of The Prislential
Inaurance Compsny of America, Inested st 751 Broad Street, Mewark, B 07T102-8777, Cheelt closring 18 provided by TPMergnn Chase Banke, N AL
and processing suppir. i provided by Integrated Payment Spstems, Toe. Al i Bilibees fivenet tisinel by e Fedapd Dupeslt
|m1||-|i|m Carprration T Open Solutioa: BIS, Inc., JPMorgan Chass Hanle, M4, and Integrited Payment Systems, I ane not Prsdentinl
Finuncial eompankes,

Ed (52006 {Plesse see reverse For addifionald informtiem. )
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Tax Identification Number/W9 Certification

Under the penalties of perjury, 1 eertify that (1) the numbser shown en this form & my sorrect taxpayer identifica-
tiun numbier and (23 1 am not eabject to backup withholding either because T have not been notified by the Internal
Revinue Serviee (LRE) that T am subject to backip withholding ss a result of a falure Lo report all interest o
dividends, or that the IRS has notified me that 1 am no longer subject to backup withholding. I understand that if
I don’t complete, sign and veturn this certifieation you will backnp withhold federe! income tax (30 T ama 1.8,
person (including U8, resident alian).

Certification instruetions: You must eross out lbem 2 sbove i you have boen notified by the TRS that you ave
currently subject to backup withholding because of underveporting intorest or dividends on yoar tax return,

If you ave not & U2, person (including U3, resident slien), you must eross out. [tem 8 above and sabmit & completed
IRE Form W-BEEM.

You may be subject to IS penalties, incloding fines and imprisonment, if you fuil to provide your eorrect Taxpayer
Identifieation Number, fail to report tsable interest or dividends on your b rebarn, or give false tax information.
You may be subject to tax penalties under the estimated tax payment rules if your payments of estimated tax and
withholding, if any, are not adeguate.

Socinl Sgeurity Number or Taxpayer Identifieation Number

The Internal Revenue Service does nol require your consent to any provision of this docoment other than the
certifications required to avoid hackup withholding.

Hignatare Date
Sign gowr neme the way poie will be sigpring your Altiewes Aecoand disfls (“checks ™).

A
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SOME TMPORTANT INFORMATION
ABOUT THE ALLIANCE ACCOUNT

ACCESSTO FUNDS

Alliunes Account funds are necessed by writing a draft
(*eheek™,. Checks may be made payabla to yo or be some-
one alse, Withdrawals eannot exceed the amount of funds
available. If you wigh Lo ensh a cheek, you can do =0 at yonr
own banking inetitation,

ACCOUNT INTEREST
Interest is compoanded daily and credited avery month,
The interest rate may change but not move than monthly.

ADDITIONS TO FUNDS

Oaly eligible paymenta from ather Prodential insurancs
policies ar contracts may be added to the Allianee Aceount.
You exnnot pdd funds to the Allisnes Aceount,

CHANGES

The Prudential Insuwrance Company of America reservas
the right to revise this information ss necessary and if thie
ooeurs, vou will be notified,

CLOSING THE ACCOUNT AND MINIMUM BALANCE
If the balanes falls below $250, you will reeeive a check

for the remaining balance plus interest at the end of the
monthly evels in which the balanee fell balow $250. You

can eloge the Alliance Aceount anytime by calling our
Customer Servica office 8 aum. to 8 pm. Eastern tima,
Monduy throngh Friday, A cheek for the remaining balancs
and intarest will be sent to you. Ok, you ean elose the
accaunt by writing an Alliance checl for the balanes and
cashing it or depesiting it at your own bank. A cheek for
thi: remaining acerued interest will be sant to you,

JIHIHI{J}LLI!IIHHII

FEES FOR BPECIAL SERVICES

All checks and basie serviees are provided at no charge,
Fees will be charged against the account far special
servieos, Some of these aro listed below:

Chechs returned unpaid $10 per return
Stap payment arders $12 per reqguest
Capies of ndividunl checks o stalements  $2 per vopy

Stop payments and eopies of cancelled checks or
statements may be requested through Alliance Account
Customer Service, Monday thraugh Friday batween
dam. and 8 p.m, Bastern time, The toll-free number is
I-ETT-ALLTANCE (1-877-255-4262),

TAXATION

Interest earned on the Alliance Acesunt may be reported
ta the Internel Hevenue Berviee every year If the seeount
earns §140 or more interest in any ealendar year, Prodential
weill mend & 10B8-TNT fov for tux reporting purposes. For
any questions regarding taxation & tax advisor should be
conznlted.

THANSFER OPTIONS

Funde may be transforved from the Allinee Account Lo
any other available Prodential settlement options anytime,
at mi easf,

QUESTIONS! CALL 1-877-ALLIANCE

| 1-B77-2A5
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Privacy Notice

This notice &5 being provided on behalf of the companies listed in this Motice. It desaribes how information about
you i handled and the steps we take to protect wour privacy. We call this infarmation “custamer data” or just
“data” If you hawe othir Prodential products of reletionships, you may recehe & separate pracy natice describing
the practices that apply to those products or relabonships, 1 your welationship with is ends, we will continue W
handle data about you the same way we handla customer data.

Protecting Customer Data

We maintain physical, electronic, and peocedural saleguands W0 protect customer data. The only persens who are
Authoarized to have access to it ame those who need acceass to do their jobs. We nequire them o keep the dala
sequre and confidential.

Information We Collect
W collect data you give us and data about the products and relationships you have with us, 5o that we can serw
wau, Incliding offering products and services ta yau. it includes, for examipla:

» your name and address,

s income and Social Secusty number,

We also coliect data others give us about you, Tor example:
« medical information for insurance applications,
= CORSUMET reports from consumer reporting agencies and
» participant information from orgenizations that purchase praducts or servicas from us for tha benefit
of thelr membars or employees, for example, group life inseance.

Sharing Data
We may share data with affiliated companies and with other companias so that thay can perform senvices for us
ar o0 our behatl. We may, for example, disclose dats to other companies for customer service or administrative
pUrposes. We may disclose Imited informetion such as:

» YOUT THTHE,

w addness, and

» the types of products you own
ta service providers so they can provide markeling senices 10 us.

We may alse disclese data as permitted o raquired by law, for example:
o lo law erorcement officlals,
» in mESponse 10 Subpoenas,
» 10 regulators, or
» ta pravent fraud.

W do nat disclose data to Prudential affillates or ather companies to allow them fo market their products or
services 1o you. We may tell you about a product of service that @ Predential company or other companies affer, If
yau raspond, that company will know thal you were in the group selected to recelve the mformation.

Annual Notices
Wie will send notices at least once a year, as federal and state laws reguire, We reserve the rght to modily this
policy &t any tme.

If you have guestions about Prudential’s Privacy Motice please call us, The toll-iree number is (B00) 236-6845,

@ Prudential

Prodertial, Fidential Finsacisl and the Rock lopo ane iegiskened serice marks ol The Prodential Reurasce Comgary of Amedca, Namark, NI aad i

affiintes. Toe Prudential insusnce Com pary of Americs, 751 Brosd Sesl. Mewsdk, Mj 0T102-3777,

‘taur Financial Securlty, four Satisfaction & Your Privecy Priwacy D00-8 Ed /2007
IGE1-D30ET
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mn; Frudential Financial companies are required to send prvacy notices to thair customers. This notice & being
proviced to customers of the Prudential Financial companies listed below:

Insurance Companies and Separate Accounts

Prudential Bsurance Campany of Amesica, The

Amuorican Skandia Life Assurance Comporation

Prusce Life bnsurance Company

Pruce Life Fsurance Company of Maw Jerssy

Separate accounts of Tne Predenti=! nserance Company of Amesica, Puco Ll suranoe Compaey, Pucn Ufe Insursecn Company
of Mew ferzey, and American Skandia Life Assurance Corporation

Prucential Retirement Insgrance and Annuity Company (FRAC)

PRIAC Variakie Contract Ancourst &

Insurance Agencies

Prudential Ganzral Agency of Ohio, Inc.

Prudentiz! Geneal insurance Agency of Mew Mezico, Ine,
Prudentiz Gereral Agency of Texas, |nc.

Prudentia |nsurance Agancy, LLC

Broker-Dealers and Reglstered Investment Advisers
hmerizan Skandia Investment Serdces, Ine.
hmerican Skandia Marketing, Inc.

Global Partialio Strategies, Inc.

Frudential Bache Securities. LLE

Prisco Secwilies, LLC

Pramarica Asset Management, Inc.

Prsdantial Equity imestors, Inc.

Prudantial Investmant Management, Inc.
Prudential Investment Management Servces LLE
Prudential Investments LLC

Bank and Trust Companies
Prudential Bank & Trust, F56
Prudeatial Trust Company

Investment Companies and Other Investment Vehicles
High Yield Income: Fusd, Inc,, The

JennisanDepden Muteal Funds

Hicholas-Applegate Fund, Inc.

Prudentsal Capital Partners, LP

Frutential Bache Commaodities, LLE

Frudential irstitutional Liguidity Partlalig, Inc.

Stratagi Partners Mutual Funds

Target Portfalio Test, The

P Financial Senices. Inc.

G -DE06T
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APPENDIX E. SERVICEMEMBERS’ AND VETERANS’ GROUP
LIFE INSURANCE HANDBOOK, REVISED AUGUST 2009;
CHAPTER 7: ELECTION OF METHOD FOR PAYMENT OF
PROCEEDS

Supervised by the Secretary of Veterans Affairs H-29-98-1
Veterans Benefits Administration November 2002
Washington, DC 20420 Revised: August 2009

Servicemembers’
and Veterans’

Group Life Insurance
Handbook
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CHAPTER 7. ELECTION OF METHOD FOR PAYMENT OF PROCEEDS

7.01 GENERAL

a. A insured member may elect that the procseds of SGLI be paid to the bereficiany in a lump-
sam paymant or in 36 equal monthly installments. [f the insured member elects & lump-sum
payment, the beneficiany(ies) will recaive the funds through an allance Account, &n alllanca
Account is an interest bearing draft account with an account Book similar ba & checking account,
Insurance procesds are deposited in the beneficiary’s name and the beneficiary can write drafis
for any amount up to the full amount of the proceeds.

b. An insured may alsa change the methad of settlement at any time without the consent of the
benedficiany.

«. If the insurad efects a lump-sum paymenk or makes no election, the beneficiary may chaase
sither the lumg-sum Settlement ar payment in 3& monthly instaliments,

d. If the insured elects 36 monthly installments, the beneficiary may nat elect 2 lump sum
sattiement.
7.02 ELECTION OR CHAMNGE OF METHOD OF PAYMENT

a. [nsured members shoukd use formn SGLY B2RG, Servicermembars' Group Uife Insurance
Election and Certificate, to elect a method of payment or to change a pravious election. The
member should indicate the option selectesd in tha appropriate column on the farm; e, eithar
36 manths o lump sum, MOTE; [f the election is for @ redeced amoeunt of insurance, the
mamber should complete the entire fomm.

b, The fgrm SGLY B2E6 when completed, signed and dabed should be submitted ba tha
wralarrmad sarvice cancermed.

c. IT the election or chargs is being mads during the period the insurance remains in force
following separation or refease from duty, the farm should be sent te the OSGLTL

7.03 EFFECTIVE DATE OF ELECTION OR CHANGE

An election or change &5 effective the date the formn SGLY B286 is received in the wifermed
service concerned ar the date such a change is received at the O5GL1L whichevar is applicabie.

24
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APPENDIX F. SERVICEMEMBERS’ AND VETERANS’ GROUP
LIFE INSURANCE HANDBOOK, REVISED FEBRUARY 2011;
CHAPTER 7: ELECTION OF METHOD FOR PAYMENT OF
PROCEEDS

Supervised by the Secretary of Veterans Affairs H-29-98-1
Veterans Benefits Administration November 2002
Washington, DC 20420 Revised: February 2011

Servicemembers’
and Veterans’

Group Life Insurance
Handbook
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CHAPTER 7. ELECTION OF METHOD FOR PAYMENT OF PROCEEDS

7.01 GENERAL

a. An insured member may elect that the proceeds of SGLI be paid {o the beneficiary in a lump
sum payment or in 3§ equal monthly payments, [f the insured member elects a lumg sum
payment, the beneficiary [ies) will be given the option of receiving the lump sum payméent
cithar through the Frudential Alliance Account or by check™, by checking either Lump Surm -
Alliance Accaunt®, ar Lump Sum - Check in Part [V - Methed of Payrment on SGLY B2R3, Clam
for Doath Benefits.

= Alliance 4 nat avadable far payments less than $5,000, payments to individuads residing
outsida the United States and its territories, and certain other payrments. These will be paid by
check.

An Adliance Aocount = an interest bearing draft accaunt established n the beneficiany's{ies)
namals} with a draft book. The beneficlary can write drafts (“checks™) for any amount up Lo the
fudl amount of the proceeds. There are no monthly service fees or per check charges and
additional checks can be erdered at na cost, but fees apply for some special services including
returned checks, stop payment orders and copies of statements/checks.,

The funds In an Alllance Account begin earming interest immadiataly and will continue @ earm
interest until all funds are withdrawn. Interest is acorued daily, compounded daily and oredited
2VETY manth, The interest rate may {hDWE‘ and will vary over tirme S-HD]EI:L ta & minemum raka
that will nat change mora than once every 90 days. You will be advsed m advance of any
change to the minimum interast rate @ia your quarterly Alllance Account statement or by calling
Custormer Support at (877) 255-4262.

Open Solutions [nc. is the Service Provider of the Prudential Alliance Account Settlement Ophon,
a contractual obligation of The Prudential Inswrance Company of America, located at 751 Broad
Streat, Mewark, NI 07102-3777. Check dearing is provided by JPMorpan Chase Bank, M.A, and
processing suppart is provided by Firsk Data Payment Services (FOPS). Alliance Aceount
balances are not insured by the Federal Deposit Insurance Corparation (FRIC),
Alliance Account fends are backed by the finandal strength of The Prudential Insurance
Company of América and Stete Guaranty dssociations. Open Selutions Inc,, JPMorgan Chase
Bank, M.A., and First Data Fayment Services are not Prudential Financial companies,

. &N insured may alse change the mathod of sattlernent at any time withaut the consent of the
heneficiary.

o, If the insured elects a lump sum pavment o0 makes na election, the benaficiary may choose
aithier the lurmp sum sattlement or payment in 36 equal monthly payments,

28
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d. If the insured elects 36 equal monthly payments, the beneficiary may not elect a lump sum
settlement.

7.02 ELECTION OR CHANGE OF METHOD OF PAYMENT

a. Insured members should use form SGLV 8286, Servicemembers' Group Life Insurance
Election and Certificate, to elect a method of payment or to change a previous election. The
member should indicate the option selected in the appropriate column on the form; i.e., either
36 months or lump sum. NOTE: If the election is for a reduced amount of insurance, the
member should complete the entire form.

b. The form SGLV 8286 when compieted, signed and dated should be submitted to the
uniformed service concerned.

c. If the election or change is being made during the period the insurance remains in force
following separation or release from duty, the form should be sent to the OSGLI.

7.03 EFFECTIVE DATE OF ELECTION OR CHANGE

An election or change is effective the date the form SGLV 8286 is received in the uniformed
service concerned or the date such a change is received at the OSGLI, whichever is applicable.

79
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APPENDIX G. AMENDMENT TO GROUP POLICY G-32000, THE
PRUDENTIAL INSURANCE COMPANY OF AMERICA, SIGNED
SEPTEMBER 24, 2009

THE PRUDENTIAL INSURAMCE COMPANY OF AMERICA
(hereinatter called The Insurance Company)

AMEMDMENT TO GROLUP POLICY G-32000
(to be attached fo and made a part of the Group Policy)

The Group Policy is modified a5 follows

1. Effective September 1, 2008, insart the following, &5 a new paragraph, after the third
paragraph in Section 4 of Aricke |

The Insurance Company may fully discharge its payment obligations under the Group
Palicy with respect lo lump sum payments by paying the Tull amount of insurance
procaeds in @ single distribution 1o an account held on deposil with (he Insurancs
Company, either in the beneficiary’s name or in trust for the beneficiary.

It is agreed that such changes shall form a part of the Group Policy, but not unless both the
Policyholder and the insurance Company have heredo afftoed their respective signatures.

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA

DEFPARTMENT OF VETERANS AFFAIRS
i,

o DA (2007 o Tl g A

Director, WA Insurance Senvices
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APPENDIX H. AMERICAN COUNCIL OF LIFE INSURERS (ACLI):
ABOUT RETAINED ASSETS ACCOUNTS

JACLI
. STATEMENT

Contact Whit Cornman, (202) 624-2442, whitcornman@acli.com

ACLI RESPONDS TO BLOOMBERG ARTICLE
ON RETAINED ASSET ACCOUNTS

The American Council of Life Insurers (ACLI) issued the following statement in response to an article
from Bloomberg Markets magazine on life insurers’ retained asset accounts:

Washington, D.C. (July 28, 2010)-"Recent news reports cast a negative light on retained
asset accounts and give short shrift to the benefits these accounts have for beneficiaries.

"Beneficiaries have full access to the money in their retained asset account and can
withdraw the full amount right away or at a later date. Moreover, retained assets are merely one
option for beneficiaries to receive a death benefit. Other options include a lump sum or payment in a
certain number of installments.

"Retained asset accounts provide a significant benefit to family members who are dealing
with the emotional loss of a loved one. Not surprisingly, financial matters may not be the first thing
on their minds and retained asset accounts provide a secure place for life insurance policy proceeds
to be held until the money is needed.

"Life insurers invest assets for retained asset accounts in their general accounts, generally in
low-risk, conservative investments, to ensure the money is available on demand. The rate earned by
the account is comparable to similar on-demand accounts and is typically guaranteed by the insurer
notto drop below a certain level. Beneficiaries can access their money at any time and transfer it to
a bank account, CD or other investments with a higher interest rate.

"Retained asset accounts are backed by the full strength and claims-paying ability of the life
insurance company. State insurance departments regulate life insurers’ investment practices and
closely monitor life insurers’ financial strength. Regulators will act quickly to protect consumers at
the slightest hint of financial difficulty.

"In 1994, the National Association of Insurance Commissioners developed and approved,
with input from consumer groups and insurance industry representatives, a model bulletin for the
treatment of retained asset accounts. The model sets forth insurance regulators' expectations for
such accounts, including disclosure to consumers of the important features of the account, tax
implications and interest rate payments. ACLI continues to fully support this model approach."
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The American Councll of Life Insurers (ACLI) is 8 Washington, D.C.-based trade association with more than 300 legal
reserve life insurer and fraternal benefit soclety member companies operating in the United States. ACLI members
represent more than 20 percent of the assets and premiums of the life insurance and annuity industry. In addition to life
Insurance and annuities, ACLI member companies offer pensions, 401(k) and other retirement plans, long:term care and
disabllity income insurance, and reinsurance. ACLI's public Web site can be accessed at www.acli.com.
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JACLI

Financial Security. For Life.

About Retained Asset Accounts

When any insured person dies, the life insurance company that issued the policy may place the death
benefit proceeds into a retained asset account. These accounts accrue interest for the beneficiaries while
they decide what they want to do with their benefits. Beneficiaries have full and immediate access to their
benefits and can withdraw some or all of it at any time.

Retained asset accounts have existed since 1982. They were developed in response to requests from
policyholders who wanted their life insurer to provide a service that would allow them to delay major
financial decisions during an emotional and vulnerable time. Today, many insurers provide beneficiaries
with this service for both group and individual life insurance policies. According to the National Association
of Insurance Commissioners, there have been few if any complaints with regard to these accountst.

Features and Benefits of Retained Benefit Accounts

Retained asset accounts have additional features and benefits:

B Life insurers invest assets for retained asset accounts in their general agcounts, typically in low-risk,
conservative investments, to ensure the money is available on demand.

B The rate earned by the account is comparable to similar on-demand accounts and is typically
guaranteed by the insurer not to drop below a certain level.

B At any time, beneficiaries can transfer the funds in their retained asset accounts to a bank account, CD
or other investments.

B Interest on a retained asset account begins to accrue immediately.

Consumer Protections and Guarantees

Retained asset accounts are backed by the full strength and claims-paying ability of the life insurance
company. State insurance departments regulate life insurers’ investment practices and closely monitor
their financial strength. Regulators will ast quickly to protest consumers at the slightest hint of financial
difficulty.

Life insurance policies, including retained asset accounts, are further protected by state guaranty
associations and their respective laws. Most states provide coverage for life insurance death benefits of
up to $300,000 and no state provides a coverage limit of less than $250,000.

In 1994, the National Association of Insurance Commissioners developed and approved, with input from
consumer groups and insurance industry representatives, a model bulletin for the treatment of retained
asset accounts. The model sets forth insurance regulators’ expectations for such accounts, including
disclosure to consumers of the important features of the account, tax implications and interest rate
payments.

1 NAIC Press Release, July 29, 2010

AMERICAN COUNGIL OF LIFE INSURERS | Protection. Savings. Guarantees.
101 Constitution Avenue, NW, Suite 700, Washington, DC 20001-2133  www.acli.com
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APPENDIX I. NATIONAL ASSOCIATION OF INSURANCE
COMMISSIONERS (NAIC); NAIC PRESIDENT JANE L. CLINE
RELEASES STATEMENT REGARDING RETAINED ASSET
ACCOUNTS, JULY 29, 2010

HATC MNews Release Page 1 of 2

e CENTER
NAI C for INSURANCE NEws REI.E ASE
National Association of PoLICY

Insurance Commissioners ~ @nd RESEARCH HOME | NEWSROOM
FOR IMMEDIATE RELEASE

NAIC PRESIDENT JANE L. CLINE RELEASES
STATEMENT REGARDING RETAINED ASSET

ACCOUNTS NAIC
i . Contacts
WASHINGTON, D.C. {(July 29, 2010) — IATIC President and West Virginia
Insurance Commissioner Jane L. Cline 1ssued the following statement teday in Communicgtions
response to media reports regarding Retained Asset Accounts: Division
(518 TEE-8509
newsSiEnacorg

"Fetained Asset Accounts (FA L) are alife insurance claims settlement
mechanism that have been available to consumers for at least tweo decades. The g‘z‘?‘n‘mﬁ'sa“;ao;
accounts were initially created at the request of consumers to provide options for  Director

receiving benefits from a life insurance policy, and with proper disclosure,

consumers have generally been happy with this flexibility. Traditionally, S;;mi‘;“"'dnsc‘"
consumers eamn interest under these accounts, allowing their benefit to grow Communications

without the need to make impulsive decisions about how to manage the benefit. Manager

tun Gleeson
"The NATC iz rereviewing the disclosure requirements associated with RAA and  Communications

iz developing a consumer alert to help policvholders better understand the terms Specialist

of these kinds of settlements. Regulators are also reviewing the transaction Vanessa Sink
requirementsitermes for the "checkbook" usage associated with these types of Communioatiors
L. peciali
policies.
Corey Dutra

"Depending on how an insurance company manages its RA A program, these Communicatiors Intemn

accounts may not be FDIC insured. However, all states have alife insurance \isit the NEWSHOOM

guaranty fund to protect policyhol ders. to search news
rede==es =nd for more
" - . . . . . mediz infor mation
In addition, all state insurance departments maintain active consumer assistance

programs to address consumer complaints, and B A & have generated few if any  Join Our & mail List

A . : Receh e the latest news
complaints. Any consumer who is confused, feels they have been mistreated relezes and ather

regarding these types of settlements, or believes there may have been a info rmation from the

- . . - MNAIC Communications
misrepresentation of the settlement terms should contact their state insurance Division!
department.”
About the NAIC

Formedin 1871, the MNational Association of Insurance Commissioners (IMAIC) is
a voluntary organization of the chief insurance regulatory officials of the 50
states, the District of Columbia and five T3, territories. The MATC has three
offices: Executive Office, Washington, D.C., Central Cffice, Kansas City, Mo,
and Securities Valuation Office, Wew York City. The IAIC serves the needs of

consumers and the industry, with an overnding objective of supporting state

hitp:/fwww naic. orgiReleasesf2010_docsiraa_statement htm 212010
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NAIC News Release Page 2 of 2

insurance regulators as they protect consumers and maintain the financial
stability of the insurance marketplace. For more information, visit www.naic.org.

You are currently subscribed to the “NAIC News Release™ electronic service. For
information regarding this service, please contact the NAIC Communications
Division, 2301 McGee Street. Kansas City, MO 64108, 816-783-8909.

To unsubscribe from NAIC Electronic Services, send a blank e-mail to
NAIC Opt Out services.

[ NAIC Web Site | State Insurance Department Sites | Copyright & Reprint Info | Privacy Statement ]
©2010 National Association of Insurance Commissioners. All rights reserved.

http://www.naic.org/Releases/2010 docs/raa statement.htm 8/1/2010
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APPENDIX J. PRUDENTIAL ALLIANCE ACCOUNT MONTHLY
STATEMENT, STATEMENT CLOSING DATE MARCH 31, 2011

Ty o
A Prudential
ADDRESS SERVICE REQUESTED
) ALLIANCE ACCOUNT
' = y Siatamant Closing Dite: A0
Account Numbsr A3200.
ACCOUNT INFORMATION CUSTOMER SERVICE
Balance Last Statemant $9.045.12 Contact Information:
Balance This Statement §anaar Prudential Afiance Accourt Sandces
The Frudental Insurance Company of America
PO, BOX 41582
SUMMARY Philadelphia, FA 19178
+ CREDITS 36715 X
- CHECKS and DEBITS .00 Intermet; www prudential com
ENDOING BALBNCE 2|23y Phona:  1-877-255-4262
RATE H - 200 AM to BIO0 PM, Eastern Time, M-F
Access to your Accourd Infarmation s als avaliatie
24 hours B day & days 3 week. Please have your
CURRENT INTEREST RATE 3.000% 4
INTEREST CREDITED YEAR-TO-DATE 567,15 funncuntiumber focsiec Sbovel MRS o
caling Tol-Fres.
ACCOUNT TRANSACTIONS
DATE DESCRIFTION AMOUNT BALAMCE
o CREDITAMTEREST s2a07 2,068,132
e} CREDT-INTEREST 2082 §a.080.08
A CREDTINTEREST §23.19 sz

EFFECTIVE 4M62011 THROUGH T/15:2011, THE INTEREST RATE
CREDITED OMN THIS ACCOUNT WILL NOT BE LESS THAM 0.25%
SEE REVERSE SIDE FOR IMPORTANT REMINDER AMD UPDATED TERMS AND
CONDITIONS

803-2 Page ©
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Important Reminder

Oni of this benafits of the Allanea Adsunt thal cuslomen ke = P lime thal T aliows Them i consafer thaf optiefs, Impadant lencisl decsions -

wven under the best of droumstances = should nof be made quickly. Therstore, you can loave the money in your acoount for s long as you ke You
maxy also wani o considier obher products, soocunis, or Invesiments corslisbent with your reads and sk jolerance. Aa ihe accountholder, t's up 1o you
bomﬂwyoumﬂuﬂmmungeyuum do s regulardy o ensure B oonlinues 1o meed your ks, ard lang-tenm

The Albance Account i 3 selemant opticn of B original [ife insurance policy and ks baoked by The Tnancial strenglh of Tha Prudential Nswancs
Company of Amsiica — o of e larges] PeunEnce companies it The ULS. It B Aot FDME inswred becanme 5 nol & bank acoount or & bark product. A
ey benelit of Bve Aliance Accoun isthat, as a setilement opbion, you mary be able 1o pasa the sccount balarce as-Tres b your benalciary,

This Tunct in e Aliance Accoun| bigin edming interes! immedistely and will continue 1o sam interest untl & funds ane withdrawn. Inferest s acorued

diaily, compounded daiy and credited every month.

If you want to report a ch of add
note your new address and raturn this h.'rrm Iu.

Prudenfial Alliagnce SAgcaunt Services

P.0. Bex 41582
Philadelphia, P& 15178

Dizle Signafture

Ta rarm, cul form alomg this ik

This form = provided 1o help you verify your balance on this statemant

Check No. Dollars Cents

Balance shoawn on this stabement

__H__imms

Opon Soiuions g, ik Pe Service Provider of the Prodestial Allsnce Accoisl Seitiemenl Oplion, a

Add
Translers-In nol credited in this slatement
+5
Subigtal
Fubtract
Checks, Translers-Out and Dedits Culstarding
-§
Total

This should agres with the batance in your records afier you add the interest
credited (i any) and deduct the charges (if ary) that are shown an this statement

osireciual ehilgation of
Tha Frugnainl inssmnce Gompany of Amarion, Doeled @l 751 Brad G, Mewark, M 0TI03-3777, Check chinring &

Arroiam
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APPENDIX K. 1965 GROUP POLICY G-32000; THE PRUDENTIAL
INSURANCE COMPANY OF AMERICA: SECTION 19: THE
CONTRACT

. (d} the Insurance Company gives written notice of such diseontinuande to the Polieyholder, st least sixty days prior
1o the end of any policy year, in which event such discontinuance <hall take effect as of the end of such pofiey year,
provided that, if notice of dizeontinuance is given becawe of @ change in subschapter 1 sach notice may be
aiven no carlier than the date of enactment of the change in suteclapter 1, In which event suels discontinuance
shadl take cffect, unless otherwise mutually agreed betweens the Insuranee Company and the Policyhelder, an the
effective date of the change in sub-chapter 11 or the date sixty days altee receipt of sueh written notice by the
Policyholder, whichever date is Tnter,

Section 14, FORFEITURE

Any person guilty of mutiny, ireason, spying, or desertion, or who, beewuse of conseientious objeetions, refuses 1o pey.
y p guilly ¥ pyhg j s

form service in the Avned Farees of the United States or reluses o wear the uniform of such {oree, shail forfeit all 5
to insurance under the Group Policy. No insurance shall be payvable under the Group Pulicy for death inflicted as a
- lawlul punishment for erisne or for military or naval offcnse, ¢

pt when inflicted by an enemy of the United States.

Section 15, NO ASSICNMENT

A member's insurance and any benefits payable in instalments shall be non-assignable.

Section 16, CERTIFICATES

The Policyholder will arrange for a certificate to he delivered 10 cach member insured wnder the Croup Poliey, setting

forth the benefts to'which such member is entitled under the Group Policy, to whom such henefits are payable, to wham
proof of claim should be submitted, and summarizing the provisions of the Group Policy principally afecting the
member,

Saction 17. DIVIDENDS
The portion, if any, of the divisible surplus of the Insurance Company allocable to the Group Policy at each policy
anniversary will be determined anmusily by the Board of Directors of the Insurance Company and will be credited to the
Group Poliey as o dividend on such anniversary,
Any dividend under the Group Palicy will he (1} paid to the Policyholder in cash or, at the option of the Policyholder,
(2) applied toward the payment of premiuma. |

Section 18, INCONTESTABILITY

The validity of the Group Policy <hall not be contested, except for non-payment of premiums, after it has been in force
for one year {rom its date of issue.

ciion 19, THE CONTRACT
A copy of the Application of the Pulicyholder is attached 0 and made a port of the Group Poliey.

-~ All statements made by the Palieyholder or by the members insured wader the Granp Policy shall e decmed represen-
tations and not warrastivs, and na statement made by any member insuved herew

fer chall be used in auy eountest of

the inswranee Lercuader unless a copy of the instrument containiog the staterment iz, er bas been furnished, to such

wember o to his beneficiaey or by any other pereon having & Loneficial interest thevein, Na datement made by

ured und;

member er the Group Poliey relating to his fosurabilite <hafl be need in contesting the validiy of the in.
steanee with resneet 1o which onel st aement was oude after sucl inauranee Bis Foen fn foeee prioe ta the contest fur

a period of tao years during such menber’s Biotime aor ankss itis contained in 0 o riGen instonment siened by him,

. @
The Gruop Poliey vy be amended at any tme, without the coment of the nmem? on frsgeed hesunder or of snv other

person uaving o eneficial Interest therem, upon weitten request miole by e Polies hulder and agreed to by the Insur.

iy oy, bt iy sichowmendaent shal e withont prejacior s any vk aiming prios to e date of tire change.

s or sestrichons eontained herein,
L evtenad the e for paging a premine, or 1o Bl the Bisurssos Company by i
o by siving or reeciving any

aevepdunent therete sianed by e Poliostalter wod by o

No Agent is anthovized o alter or amecd the Group Peliey, 1o wiive any con

T ANy PIOnise of Fepresentation

mfonnation, No change o the Coup Policy <hall Le valid anless evidenced by an
\

Vet ;
fenident w bler

t

Cihe Secvetary, the Actuary | an

t
Associate Actuary, wi Assistant Sectolary o an Akt Actary of the s e £ e wny.
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APPENDIX L. SGLV 8283 CLAIM FOR DEATH BENEFITS,
SERVICEMEMBERS’ GROUP LIFE INSURANCE, SEPTEMBER
2007

RETURN COMPLETED FORM TO:
CLAI M FOR DEATH BEN EFITS OFFICE OF SERVICEMEMBERS' GROUP LIFE INSURANCE
(Servicemembers' Group Life Insurance) 80 Livingston Avenue
FOR OSGLI USE ONLY (Veterans’ Group Life Insurance) Roseland, NJ 07068-1733

NOTE: THIS FORM IS NOT TO BE USED FOR NATIONAL SERVICE LIFE INSURANCE (NSLI) Policy Numbers Prefixed by V, H, RH, RS, W, J, JR and JS or
UNITED STATES GOVERNMENT LIFE INSURANCE (USGLI) Policy Numbers Prefixed by K

1. NAME OF DEGEASED (First, middle, last) 2. SOCIAL SECURITY NUMBER 3. DATE OF DEATH
4. BRANCH OF SERVICE 5. DUTY STATUS ON DATE OF DEATH (If known) 6. IF DISCHARGED OR SEPARATED, GIVE DATE
I:’ DISCHARGED OR (If known) (Month, day year)
ACTIVE DUTY SEPARATED
INDIVIDUAL READY
I:l DRILLING RESERVIST RESERVIST

PLEASE READ THE IMPORTANT INFORMATION AND INSTRUCTIONS ON REVERSE BEFORE COMPLETING.

PART | — INFORMATION CONCERNING CLAIMANT

7. NAME (First, middle. last) 8. RELATIONSHIP TO 9. DATE OF BIRTH 10. SOCIAL SECURITY
DECEASED (Month, day, year) NUMBER

NOTE — Complete Items 11A through 14C if you are the widow or widower of deceased.

11A. DATE OF MARRIAGE (Mo.. day, yr) 11B. PLACE OF MARRIAGE (City and State) 12. DID MARRIAGE CONTINUE UNTIL DATE OF DEATH?
D YES D NO
13A. DID DECEASED HAVE ANY PREVIOUS MARRIAGES? 13B. PREVIOUS MARRIAGE TERMINATED BY: 13C. DATE PREVIOUS MARRIAGE TERMINATED (if divorced within last 5 years,

attach copy of the divorce decree}

D YES ,:] NO  (if “Yes.” complete 138 and 13C) D DEATH D DIVORGE

1aA. DID YOU HAVE ANY PREVIOUS MARRIAGES? 14B. PREVIOUS MARRIAGE TERMINATED BY: 14C. DATE PREVIOUS MARRIAGE TERMINATED (If divorced within last 5 years,
attach copy of the divorce decree)

D YES D NO (it “Yes.” complete 148 and 14C) D DEATH D DIVORCE

NOTE — If you are not the named beneficiary, widow or widower of the deceased, complete Parts Il and ill.

PART Il — INFORMATION CONCERNING NEXT-OF-KIN OF DECEASED

List below the name, age, relationship, and address of: (Check appropriate places below)
(a) Widow or Widower, D None .
. D Death Give Date
If none, was insured ever married? D Yes D No If yes, did marriage terminate by .
\:‘ Divorce Give Date

(b) If there is no surviving widow or widower, list all the children of the deceased. Include any adopted child or illegitimate child stating which class it
is and list the descendants of any deceased child or children. If none, check here

(c) If there are no children or descendants of children, list the surviving parent or parents.
Is father deceased? D Yes D No Is mother deceased? D Yes D No

(d) If there are no survivors within the degrees indicated in (a) through (c), list below the next of kin who may be capable of inheriting from the deceased (brothers, sisters,
descendants of deceased brothers, sisters, etc.).

15A. NAME 15B. AGE 15C. RELATIONSHIP TO DECEASED 15D. ADDRESS

NOTE — Complete items 16 and 17 ONLY if any of the persons listed above are under age 21.

16. NAME AND ADDRESS OF GUARDIAN FOR ANY MINOR CHILDREN LISTED ABOVE IF ONE HAS BEEN APPOINTED BY THE 17. IF A GUARDIAN HAS NOT BEEN APPOINTED, WILL ONE BE
COURT (Attach copy of appointment paper issued by court) APPOINTED?
Hves—Hno
PART Ill — INFORMATION CONCERNING THE ESTATE OF THE DECEASED
18. NAME AND ADDRESS OF EXECUTOR OR ADMINISTRATOR. IF ANY. APPOINTED BY THE COURT TO SETTLE THE ESTATE OF |[19. IF AN EXECUTOR OR ADMINISTRATOR HAS NOT BEEN
THE DECEASED APPOINTED, WILL ONE BE APPOINTED?
D YES D NO

PART IV — CERTIFICATION BY CLAIMANT

| HEREBY CERTIFY that all statements made in this claim are true to the best of my knowledge, information, and belief, and that no evidence necessary to a settiement
of this claim is suppressed or withheld. In the event the insured has not previously elected monthly installments, | request that the death benefit be paid in:

(Check one) D One Sum D 36 Equal Monthly Instaliments.
20. SIGNATURE OF CLAIMANT (Do not print) 21. ADDRESS (Number and Street, Apt. No., City, State and ZIP Code) 22 DATE

23. DAYTIME PHONE NUMBER

WARNING — Any intentional false statement in this claim or willful misrepresentation relative thereto is subject to punishment by a fine of not more than $10,000 or
imprisonment of not more than 5 years, or both. (18 U.S.C. 1001).

SGLV-8283 sepremser 2007
IF ADDITIONAL SPACE IS REQUIRED, ATTACH SEPARATE SIGNED SHEETS.
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INSTRUCTIONS TO CLAIMANTS

THIS FORM SHOULD BE USED WHEN THE DECEASED HAD INSURANCE IN FORCE UNDER SERVICEMEMBERS' GROUP LIFE INSURANCE
(SGLI) OR VETERANS' GROUP LIFE INSURANCE (VGLI).

PAYMENT OF DEATH BENEFITS
Under Servicemembers' and Veteran's Group Life Insurance death benefit payments must be made in the following order:

To the beneficiary named in writing by the insured; if none, the insurance is payable to

the widow or widower of the insured; if none, it is payable to

child or children in equal shares with the share of any deceased child distributed among the descendants of that child; if none, it is
payableto

parent(s) in equal shares; if none, it is payable to

a duly appointed executor or administrator of the insured’s estate, and if none, to

.

other next of kin.

COMPLETION OF CLAIM FOR DEATH BENEFITS

It is important that all requested information be furnished. Omission or incomplete answers will delay settlement of the claim. All
information should be typed or printed in ink, except the signature.

ITEM 1. Show full name of the deceased serviceman, servicewoman or veteran.

ITEM 2. Show Social Security number of deceased. If the deceased did not have a Social Security number show service
number.

ITEM 3. Show date of death of deceased.

ITEMS 4, 5 Show branch of service, duty status on date of death (if known), and date of discharge or separation (if known) of

AND 6. deceased.

ITEMS 7, 8, Show your full name relationship to deceased, your date of birth and Social Security number.

9 AND 10.

If you were married to the deceased when he/she died, but were not named as his/her insurance beneficiary, complete Item 11A through
14C as applicable. )

If you were not married to the deceased when he/she died and were not specifically named as his/her insurance beneficiary, complete
Part Il through 15D. Be sure to provide the required information as to the deceased's marital status and any children. In ltems 15A
through 15D give the information about persons indicated in the answers to the preceeding questions. In Part Il use a separate signed
sheet if necessary.

Complete Part Il if you were not named as the insurance beneficiary, were not married to the deceased at his/her death and are not a
parent of the deceased.

Part IV must be completed by all claimants.

EVIDENCE REQUIRED

It the deceased-died-while-on-active-duty-or while-a-member-of a-Reserve or National Guard-Unit,-the Office of Servicemembers' Group Life
Insurance will be furnished with proof of death by the Uniformed Service. In all other situations, the claimant must submit a certified copy
of the Certificate of Death.

Members performing duty on a full-time basis usually over 30 days and qualified members of the Ready Reserve are insured for 120
days following separation. Members totally disabled at separation may be insured for up to one year following separation as long as
total disability continues. If the insured died while covered following separation from service, the claimant must also submit a copy of
a report of separation, DD 214.

bYou will be informed if it becomes necessary to submit other evidence.

If you need assistance in completing this claim form, contact your nearest Department of Veterans Affairs Office.
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APPENDIX M. SGLV 8283 CLAIM FOR DEATH BENEFITS,
SERVICEMEMBERS’ GROUP LIFE INSURANCE, NOVEMBER
2010

DEPARTMENT OF VETERANS AFFAIRS
Regional Office and Insurance Center
P.C. Box 8079
Philadelphia, PA 19101

We are truly sorry for your loss. We know this is a most difficult time in vour life, but we want
to provide you with the options that are available for you to receive your life insurance payment.
Unless the insured designated otherwise, you have three options:

Option A: Alliance Account

This is an account opened for you by the program’s primary insurer, The Prudential
Insurance Company of America. This account earns interest, and you would be sent a
book of drafts (similar to a checkbook). You then have the choice of writing a draft for
the entire balance in your Account, or you could use drafts to pay any immediate bills
and leave the balance in the Alliance Account until you have the opportunity to consider
permanent alternatives.

The Alliance Account is not a bank account and is not insured by the FDIC. The
Alliance Account is a contractual obligation of Prudential and backed by the financial
strength of the company. While the account is not insured by the FDIC, every state has a
state guaranty association that is legally obligated to guaranty payment of at least
$250,000, with most states providing $300,000 in protection, and a few providing
protection of up to $500,000. These associations have met all obligations since they were
created 25 years ago.

Ifyou do not decide on a way to receive your insurance payment, you will
automatically receive the funds in an Alliance Account.

Option B: Check Mailed to You
A check for the full amount due will be mailed in your name to the address you enter on
the claim form.

Option C: 36 Equal Monthly Installments
Y ouwould receive a check each month for the insurance, plus interest, over a period of

36 months.
We strongly urge you to take advantage of the free, independent, third party financial counseling
offered through Beneficiary Financial Counseling Service. For more information about the
counseling service call Financial Point at 1-888-243-7351.
The Casualty Officer assisting you will be able to answer any questions you have, and will help
vou complete the claim form. If you have questions at a later date please call the Office of
Servicemembers’ Group Life Insurance at 1-800-419-1473.

Again, please accept our condolences on your loss.

Sincerely,

Department of Veterans Affairs

01/2011
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#> Prudential

Office of Servicemembers”
Group Life Insurance

O5GLI USE ONLY

CLAIM FOR DEATH BENEFITS
Servicemembers’ Group Life Insurance
Veterans' Group Life Insurance

RETURN | The Prudential Insurance Company of America
COMPLETED | Office of Servicemembers’ Group Life Insurance
FORM TO: | 80 Livingston Avenue

Roseland, NJ 07068-1733

Life Insurance {USGLI} Policy Numbers Prefixed by K

Note: This form is not to be used for National Service Life Insurance {NSLI) Policy

Numbers Prefixed by V, H, RH, RS, W, J, IR and IS ar United States Government

READ THE INSTRUCTIONS ON PAGE 3 AND 4 BEFORE COMPLETING THIS FORM

1.Mame of Deceased (first middle last)

2.5ocial Security Number

3.Date of Death

4.Branch of Service
O Active Duty

O orilling Reservist
Ready

5. Duty status on date of death (if known)

O Discharged or
Separated
Individual
Reservist

6.If discharged or separated, give date (if known}
(month day year)

PART | - Clai Infor

7. Your Name (first middle last}

8.Your relationship to the
deceased

9.Your Date of Birth
(month day year)

10.Your Social Security
Number

Py

If you are the or wid ofd

plete Items 11A through 14C

11A. Date of marriage (month day year)

11B. Place of marriage (City
& State)

12.Did the marriage continue until date of
death? 0O Yes O No

13A. Did deceased have any previous
marriages? (If yes, complete 13B & 13C)
Oves 0ONo

13B. Previous marriage
terminated by:
0 Death 0O Divorce

13C. Date previous marriage terminated
{if dvorced within last 5 years, attach copy of the
divorce decree).

14A. Did you have any previous marriages?
(If yes, complete 148 & 14C)
O Yes 0O No

14B. Previous marriage
terminated by:
O Death 0O Divorce

14C. Date previous marriage terminated
{if divorced within last 5 years, attach copy of the
divorce decree].

PART Il - Information concerning the next of kin of the deceased
If you are not the named beneficiary, widow, or widower of the deceased, complete Part Il and Il

{a) Widow or widower OMone

Is the father deceased? O Yes O No

In the table below, list the name, age, relationship, and address of:

If none, was insured ever married? [OYes O No

If Yes, did marriage terminate by: Divorce (mm dd yyyy)
{b) Ifthere is no surviving widow or widower, list all the children of the deceased. Include any adopted child or illegitimate

child and indicate each child's status. List the descendants of any deceased child or children. If no children, check box:0
{c) Ifthere are no children or descendants of children, list the surviving parent or parents.
Is the mother deceased? OYes O No

Death (mm dd yyyy)

{d) Ifthere are no survivars within the degrees indicated in {a) through (c], list below the next of kin who may be capable of
inheriting from the deceased {brothers, sisters, descendants of deceased brothers or sisters, etc.).
15A. Name 15B. Ape 15C. R g to deceased 15D. Address

Complete Items 16 and 17 ONLY if any of the persons listed above are under the age of 21.

16. Name and address of guardian for any minor children listed above if one has been
appointed by the court. {Attach copy if appointment paper issued by court.)

17. If a guardian has not been
appointed, will one be
appointed?

Oves Ono
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@ Prudential

Dffice of Servicomembers”
Group Life Insurance

Name of Deceased: | SSN of Deceased: D]] D] D:D]

PART lll - Information conceming the estate of the deceased

18. Mame and address of the executar ar administrator, if any, appointed by the court to settle | 19. If an executor has not heen
the estate of the deceased. appointed, will one be
appointed?
O Yes O No

PART IV - Method of Payment

| HEREBY CERTIFY that all statements made in this claim are true to the best of my knowledge, information, and belief, and that
no evidence necessary to a settlement of this claim is suppressed or withheld. In the event the insured has not previously
elected 36 monthly installments, my preferred method of payment is:

0O Lump Sum - Alliance Account®

O Lump Sum - Check

0 36 Equal Monthly Payments
When no payment option is selected, the Alliance Account is the default option.

PART V - CERTIFICATION BY CLAIMANT

| HEREBY CERTIFY that all statements made in this claim are true to the best of my knowledge, information, and belief and that
no evidence necessary to a settlement of this claim is suppressed or withheld.

20. Signature of claimant (Do not 21. Address (Mumber and Street, Apt. No., City, State, | 22. Date
print} ZIP Code)

23, Phone

WARNING - Any intentionally false statement in this claim or willful misrepresentation relative thereto is subject to punishment
by a fine of not more than $10,000 or imprisenment of not more than 5 years, or both (18 U.S.C. 1001}

Open Solutions Inc. is the Service Provider of the Prudential Alliance Account Settlement Option, a contractual obligation of The
Prudential Insurance Company of America, located at 751 Broad Street, Newark, NJ 07102-3777. Check clearing is provided by

JPMorgan Chase Bank, N.A. and processing support is provided by First Data Payment Services (FDPS). Alliance Account balances are

not insured by the Federal Deposit Insurance Corporation {FDIC). Open Solutions Inc., JPMorgan Chase Bank, N.A., and First Data
Payment Services are not Prudential Financial companies.

SGLV 8283 11/2010 Page2of4

97



@ Prudential

Office of Servicemembers’
Group Life Insurance

INSTRUCTIONS TO CLAIMANTS *

THIS FORM SHOULD BE USED WHEN THE DECEASED HAD INSURANCE IN FORCE UNDER
SERVICEMEMBERS' GROUP LIFE INSURANCE (SGLI) OR VETERANS' GROUP LIFE INSURANCE
(VGLI).

PAYMENT OF DEATH BENEFITS
Under the SGLI and VGLI, death benefit payments must be made in the following order:

= To the beneficiary named in writing by the insured; if none, the insurance is payable to

= the widow or widower of the insured; if none, it is payable to

= the child or children in equal shares with the share of any deceased child distributed among the
descendants of that child; if none, it is payable to

= parent(s) in equal shares; if none, it is payable to

= aduly appointed executor or administrator of the insured’s estate, and if none, to

= other next of kin.

COMPLETION OF CLAIM FOR DEATH BENEFITS
It is important that all requested information be furnished. Omission or incomplete answers will delay
settlement of the claim. All information should be typed or printed in ink, except the signature.

ITEM 1 Show full name of the deceased service member or Veteran.

ITEM 2 Show Social Security Number of deceased. If the deceased did not have a Social
Security Number show service number.

ITEM 3 Show date of death of deceased.

ITEMS 4,5 Show branch of service, duty status on date of death (if known), and date of discharge

AND 6 or separation (if known) of deceased.

ITEMS 7,8, Show your full name, relationship to deceased, your date of birth, and Social
9 AND 10 Security Number.

If you were married to the deceased when he/she died, but were not named as his/her insurance
beneficiary, complete Items 11A through 14C as applicable.

If you were not married to the deceased when he/she died and were not specifically named as his/her
insurance beneficiary, complete Part Il through 15D. Be sure to provide the required information as to the
deceased’s marital status and any children. In Items 15A through 15D give the information about persons
indicated in the answers to the preceding questions. In Part |l use a separate signed sheet if necessary.

Complete Part Il if you were not named as the insurance beneficiary, were not married to the deceased at
his/her death and are not a parent of the deceased.

Part IV must be completed by all claimants.

* Contact your nearest Department of Veterans Affairs Office if you need assistance in completing this claim
form.

SGLV 8283 11/2010 Page 3 of 4
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@ Prudential

Office of Servicemembers’
Group Life Insurance

EVIDENCE REQUIRED

If the deceased died while on active duty, or while a member of a Reserve or National Guard Unit, the Office
of Servicemembers’ Group Life Insurance will be furnished with proof of death by the Uniformed Service. In
all other situations, the claimant must submit a certified copy of the Certificate of Death.

Members performing duty on a full-time basis, usually over 30 days, and qualified members of the
Ready Reserve are insured for 120 days following separation. Members totally disabled at separation
may be insured for up to two years following separation as long as total disability continues. If the
insured died while covered following separation from service, the claimant must also submit a copy of
a report of separation, DD 214.

You will be informed if it becomes necessary to submit other evidence.

ABOUT THE ALLIANCE ACCOUNT

1.

The funds in an Alliance Account begin earning interest immediately and will continue to earn
interest until all funds are withdrawn. Interest is accrued daily, compounded daily, and credited
every month. The interest rate may change and will vary over time subject to a minimum rate that
will not change more than once every 90 days. You will be advised in advance of any change to the
minimum interest rate via your quarterly Alliance Account statement or by calling Customer Support
at (877) 255-4262.

The interest rate credited to the Alliance Account is adjusted by Prudential at its discretion based on
variable economic factors (including, but not limited to, prevailing market rates for short term
demand deposit accounts, bank money market rates and Federal Reserve Interest rates) and may
be more or less than the rate Prudential earns on the funds in the account.

An Alliance Account is an interest bearing draft account established in the beneficiary’s name with a
draft book. The beneficiary can write drafts (“checks”) for any amount up to the full amount of the
proceeds. There are no monthly service fees or per check charges and additional checks can be
ordered at no cost, but fees apply for some special services including returned checks, stop
payment orders and copies of statements/checks.

The funds in your Alliance Account are available immediately. Simply use the enclosed drafts
(“checks”) to access the account anytime you wish. You can write a check to yourself (which you
can cash or deposit at your own bank) or write a check to another person or to any business as you
need your funds.

Alliance Account funds are part of Prudential’s General Account and are backed by the financial
strength of The Prudential Insurance Company of America which has been in business and serving
its customers for over 130 years. The Alliance Account is not a bank account or a bank
product, and therefore, is not FDIC insured.

Accountholders cannot make deposits into an Alliance Account. Only eligible payments from other
Prudential insurance policies or contracts may be added to the Alliance Account.

You can access the money immediately by using the draft book (‘check book™) you will receive.
There are no monthly service fees or per check charges and additional checks can be ordered at no
cost, but fees apply for some special services including returned checks, stop payment orders and
copies of statements/checks.

Open Solutions Inc. is the Service Provider of the Prudential Alliance Account Settlement Option, a contractual obligation of The
Prudential Insurance Company of America, located at 751 Broad Street, Newark, NJ 07102-3777. Check clearing is provided by
JPMorgan Chase Bank, N.A. and processing support is provided by First Data Payment Services (FDPS). Alliance Account balances
are not insured by the Federal Deposit Insurance Corporation (FDIC). Open Solutions Inc., JPMorgan Chase Bank, N.A., and

First Data Payment Services are not Prudential Financial companies.

SGLV 8283 11/2010 Page 4of 4
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