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President’s Podium

Greetings! I strongly encourage you to make every effort
to attend our Annual Meeting on June 13™ at the Horan
Center in Kenwood. See the information enclosed and our
website for details.

W. Jeff Martin, CLU, ChFC

Our speaker, Bill McKenna, ChFC is an expert on the subject Rl

of estate planning and will discuss what a producer needs to know about reading, reviewing and dis-
cussing client trust documents. You’ll gain tremendous insight on critical things to look for and how
(and how not) to discuss trust documents with clients, attorneys and CPA’s. Do not miss this 1 2
hour OH/KY CE opportunity. I personally PROMISE you will walk away with new insight and ad-
ditional skills for meaningful discussions with your clients. Bill is one of the very best industry
speakers I’ve heard in my 26 years.

As my term ends it is a bittersweet feeling. ’'m reminded of what Steve Franklin said last year about
serving as SFSP President: “the two best days are the day you take office and the day you leave of-
fice.” Taking office, | was excited about implementing my ideas and the opportunity to make an im-
pact on the future of SFSP. At the end, there is a relief that the commitment of extra time and energy
is coming to an end and can be focused back to business. However, I can assure you I wouldn’t trade
the experience for anything and [ will continue to contribute through my articles and as Immediate
Past President. Thanks to Mike Kinzie for asking me to get involved in SFSP back in 2001.

My special thanks to Sandy and Suzi who took over daily management of SFSP through their busi-
ness Association Connection. They bring a great attitude, wonderful ideas and new technology to
SFESP. This was a transition year for them and they have received rave reviews. The future of SFSP
is in great hands.

I am fortunate to have worked with an outstanding Executive Board consisting of Ernie Martin,
Andy McClintock, Dennis Pascarella and Steve Franklin. Thank you guys! You made my job much
easier because you were dedicated to yours. Ernie took leadership on programs, Andy led on spon-
sorships and Dennis managed our financials. Steve helped me with perspective on his experience as
past President. I know Ernie will do a great job as he steps in to be President.

The Board members each contributed to make this a very successful year. My sincere “thank you” to
all of them and special thanks to Greg Hornschemeyer who stayed on as
a special favor to me and worked with Ernie to do a great job on programs.

On behalf of the Board, we hope you feel we’ve accomplished some things this year that made your
membership more valuable. We tried very hard to do that and have a strong base to build member-
ship. I am proud of our accomplishments for your SFSP and thank each of you for your friendship,
support and being a part of this organization.

God Bless You,

W. Jeff Martin, CLU, ChFC
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Behavioral Issues Impact Annuity Purchases

He presented several other reasons from the behavioral
economics point of view, plus some suggestions for deal-
ing with them. Here are examples:

By Linda Koco

The public hears good things about annuities, such as an-
nuities can keep you from running out of money, said

. . . * Frame how buyers think about their “money illusion.”
Meir Statman at a retirement income conference here.

For instance, talk about moving the money less from the
perspective of keeping a stock of money and more from
the perspective of setting up a flow of money. That con-
cept is not always easy for consumers to grasp, he allowed,
explaining that they tend to think of their money being
reduced when they purchase an annuity. But advisors un-
derstand it—and they should explain it to clients.

In fact, a working paper written in 2003 by C.W.A. Panis
for the Pension Research Council shows that people who
do not have annuities are unhappy, less satisfied and de-
pressed, said the Glenn Klimek Professor of Finance at
Santa Clara University, Santa Clara, Calif.

If that is so, why don't more people own annuities? he

« Deal with the desire to save the best for last. This is what
asked.

people like to do, Statman said. They

D IIIL L4090 0 80000 s also want to have a better year next
Standard reasons include desire SHASREEIRiv Ly

. ’ year. But they don’t see buying annui-
{9 lézv_e money to heirs, loss <1>f 5 Tips For Addressing ties in that light, he explained. Their
liquidity, hlg fees anc} mortal- Anﬂufty Bu view is, they have the money now, but
ity expectations, he said. oK yer con cerns it will be reduced after they buy the
But th o behavioral 5 eep hope aliv, annuity, and “then it’s all downhill.”

ut there are also behaviora Frame -

reasons, Statman noted, ad- O Deal mf:a :;:e u::m ks about e prpi This ties in with loss aversion. With a
drﬁssmg t?'e annual mafnagmg loss aversiop, Dest for fast Preferences ang single-life annuity, for instance, “you
relirement Income conterence, 04 ; feel like a loser from the day you
co-sponsored by the 2-year old mdr:;:: felings of buyers who have aversiop bought it. You fear you’ll l(zlse}:l with

Retirement Income Industry buvi P
uying an annuity.

Association, Washington, D.C., ogjggfs concems ahoyt "’djppmg in o cans ving Y

and the Institute for Interna- € income, Capital

tional Research, New York. Source: pro Met Statman, S O
: hd ’?fﬁea’s‘r'ty, San:a

2 One solution would be to have a cash

Clera, Calt, jp 5 g refund feature on the annuity, Statman
. o, {0 the annyal mestip gof |

; ston
. . elirement incom suggests. It would assure people that
g it h . )
One example is the feeling N UStry Association, Washington, o | they will get their money back, he said.
some people have that annuities OC |

\ Another would be to invest part of the
¢ " - . . . .

h}iwe th@dsrsr1611 of df;;lth. ab(l)lut \-‘ money in an annuity/ life insurance
them, said Statman. uring the . solution and the rest in a growth port-
sales process, he explained, there is often too much focus

folio.
on fear and not enough on hope.

* Address feelings of buyers who have aversion to regret.
The regret is, if the customer buys an annuity today and
the stocks zoom up the very next day, "regret kicks in, and
you kick yourself" for buying the annuity. Statman sug-
gested these strategies: Use windfall money to buy the
annuity, because that money is in a separate mental ac-
count; or use money that is in bonds, because the value
won't go up and down as much as do stock values; or use
dollar cost averaging to buy the annuity. Also, if you can,
“make annuitization mandatory,” he said, because “there is
no regret when there is no responsibility for choice.”

Advisors should frame the discussion so that the sale is
“about the upside potential, not just the downside protec-
tion,” he said.

Many people have a mixture of risk-seeking and risk aver-
sion behaviors, he explained. “We want to be secure but
we also want the upside. That's why people (who own
insurance) also buy lottery tickets.”

People who buy lottery tickets have hope, he said.
Where annuity sales are concerned, "be careful not to ex-
tinguish hope.” Instead, combine discussion about down-
side protection with discussion of upside potential—and
“don't annuitize everything,” Statman said.

* Address concerns about “dipping in to capital” to gener-
ate income. Spending from dividends or interest is often
acceptable, he said, but for many people it is sacrilege to
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Behavioral Issues Impact
Annuity Purchases

Mark Your Calendar

dip into capital. One way to help cus- for these upcoming SFSP events!
tomers overcome this would be to use

current income as a guide for consump-

tion, or what is permissible for them to June 13, 2007
spend, he said. SFSP Cincinnati Chapter —
If buyers perceive that they have little Annual Meeting & Recognition Event

income to spend in retirement, they will

spend little, Statman cautioned. They’ve Program Topic:

learned to delay the gratification of An Agent’s Guide to Reviewing Trust Documents
spending. But those who have learned to o
save will need to unlearn delayed gratifi- Speaker: Bill McKenna, ChFC

cation, he suggested. “The question is,

can they learn to spend?” *Special Recognition of Member Milestones

and Member of the Year Presentation
Advisors should find ways to obscure

the dips into capital, he suggested. They Location: Horan Conference Center

can use covered calls as an equity in- 4990 East Galbraith Road

come strategy, for example. “Point out . . . .

that you get the dividend and the 4% Time: 8:00a.m.— 8:30a.m.—Registration and Continental
premium on the stocks that you sell.” 8:30a.m.— 10:30a.m.—Program & Recognition
Remember, said Statman, there are both . .

cognitive and emotional reactions to FOI‘ more meI:matlon about programs,

small probabilities. He cited, for exam- visit our website at www.sfsp.net/cincinnati

ple, the range of reactions to the chance
of winning the lottery versus the chance
of running out of money. Does the sub-
jective probability equal the objective
probability? he asked. Does the customer
savor the lottery winning as much as
anticipate the loss of money?

At The Financial Legacy
' | Group we assist clients
THE FINANCIAL LEGACY GROUP | in establishing financial,
retirement and estate

His suggestion: “Make the idea of run- planning strategies.

ning out of money as vividly dreadful as
the%ottery ads mayke winnin}g]; vividly We have a client base of over 10,000. Working

wonderful.” relationships with a network of professional
advisors, CPAs and attorneys.
Maybe the real problem with managing

retirement income is not that people Our clientele includes individuals who are nearing

spend too much in retirement and so will retirement or currently retired. Individuals who
dep]ete their money, the professor con- assume reSpOl‘l Sib"ity fOl' their own fiﬂaﬂcial Well-
cluded. Rather, it is that they need to being. Owners of small businesses and
spend enough, and they need to convert professional practices.
money into income to do that.

Some of the professional specialties include:
“Annuities are one way to increase con- Retirement Plans, Trust and Estate Planning
sumption.” Strategies, Investments, Long-Term Care, Life
The industry needs ways that take not Insurance, Disability Income**, and Business
just the rational but also the emotional Strategy Planning.

aspects of this into account, he said. Dennis E. Pascarella. ChEC
. 1

Reprinted with permission of the National ) 51 3'77'! -3500
Underwriter Company. National Underwriter pascarella_dennis@nlvmail.com
L&H, March 5, 2007.
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The 2007 Forum offers the complete package!

Advanced Technical Education - Practice-Orlented Education »
Professional Resource Center - Networking Events -
Inspiring Featured Speakers - Special Spouse/Guest Programs

SIMPLY THE BEST!

Choose from over 40 educational sessions deliversd by
world-class speakers, including:

Ben Balcdwin, Jr, Millard Grauer, Don Haas, Bobert Hales,
Mark Hanna, Michelle Hosshy, W, Harald Petersen, Charles Batner,
Mary Read, and others

Your Forum registration provides:
« Online access to educational session recordings for ome year
«» CE credit for insurance, CFP*, CLE, CPE, CTFA, CRSP CPC,
PACE, Enralled Agent and Enrolled Actuary

Featured Speakers

Jucly Jarm i,

CEC of Strategic
T e a T,
Foarmeer teleyision

Carm Marstan, noed
ridtigenanatians
SO e A DS

e art ancl aut e,

prresants SEn g Fumalist ard
Acrnss T Tanimg aurthir, sps=aks on
2 Persaimiy Bainding

Metwork with your peers at these pre-Forim events on
September 26th;
« Feundation Golf Tourmarment

v Professional Leadership Sympasium
« Foundation for F5P Awards Dinmer

Fromcel Service Pralessinsks

Page 5

Increase your knowledge...
Enhance your value

Iil
FINAMNCIAL SERVICE

F®RUM

September 27-29, 2007
MMontreal Canada

REGISTRATION FEES

L e Ty L S0A5
ik August 15l

FoP mambBers: s s rs e S79%
Lattes Fuguat 13]

B n TN Lt N LA 1]
o L granted]

I TR T DTS, ey eeesresmr s e smens p s e s 2045

Special Offer for Nonmembers!

Honmembar Foowm registration
providas a complimentary one-year
membarship in the Society of F5P to
those holding eligibla credentials
whio have never baen mambers of
the Sociaty,

Make sure you have

a valid passport for
travel to Canada!

(Sm:iew - For detailed program, registration and passport information:
ufFSP

www. SocietyForum.com « 1-800-392-6900
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SFSP 2007 Annual
Member Recognition

At the SESP Annual Meeting on June 13, 2007 at the Horan Conference Center we will recognize
those celebrating membership milestones. Please join us to congratulate the following members:

First Year Members:

Ten Year Members: Fifty Year Member:
Peter J. Anderson Michael E. Aiken Millard H. Mack
J. Ellen Beers Jeft P. Wiener
Mark J. Bodnar
Thomas M. Deutsch
Kathleen G. Marteney Twenty Five Year Members: BECUEGN O R O )
Robert W. Buechner : Member of the Year
Five Year Member: s Huffman 9F G t.he
James R. MeDermort David M. Wallae o

Ohio National

Smart Choices Start Here

Ohio National continues to make

Sponsorship

Many thanks to our Sponsors: smart choices ... and it shows ...
m Life sales growth: 17 consecutive years — a record unequaled in the industry.
¢ Union Central Llfe Ins" CO' m Assets under management: $20+ billion.
m Dividend history: 83 consecutive years of dividend payments to policyowners.

¢ Financial Legacy Group
Dennis Pascarella’ ChFC MDRT: ranked 16th among U.S. companies in MDRT membership

¢ Northwestern Mutual ssof 1351405,
Financial Network Products: highly competitive individual life, disability and annuity; group
Philip Sarnecki, CLU

Sales force: more than 9,000 traditional sales associates.

retirement E‘l.l[l.\; [[llllu-ll i‘lll'ldh'- .ll'ld filll'hl'f\'i&'t' ‘lrﬂkul'-d(‘iilt‘l’ (]}‘L‘I'illi“l'lh.

Ratings: “A+ (Superior)” from A.M. Best (based on balance sheet strength,

Ul‘(.'hi[il'lg PL'I'“.JT]'I].“KL‘ -IIN.l i‘ll?\i'I'IL'.\.‘i PT(’H]L‘}.

¢ Ohio National Financial Group
John Zorio, CLU, CHFC

m “AA” from Standard and Poor’s (for financial security characreristics).

Our home office is right here in Cincinnati ...

Please encourage your organization to consider we're close to your business, your clients and your home.
becoming a sponsor of the Cincinnati SFSP. For

additional information please contact Andy Call us to learn more ...
McClintock, sponsorship Chair, at 513-421- Tue Onio National FinanciaL Grour

2522 John Wm. Zorio & Associates, LLC

10260 Alliance Road, Suite 370, Cincinnaa, OH 45242
Telephone: 513.794.1095 Fax: 513.794.1096

E-mail: jzorio@theonfgroup.com

Ohio National
. Financial Services,
Life changes. We'll be there.s
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Eliminating Group LTC
Insurance Misconceptions

By John Noble

There are some major misconceptions about long term care

insurance that really hinder a broker’s ability to sell the cover-
age to employers. Understanding the trends in the LTC insur-
ance market can help brokers be prepared to answer questions,

dispel the myths and make valuable recommendations for
plans that fit an employer’s needs.
This article seeks to help you understand how you can use

trend information to guide discussion on LTC insurance with

your employer clients.

Misconception: LTC insurance is too expensive for me to
cover my employees.

The trend to talk about: Not only are LTC insurance rates
affordable, they are also stable. Those are 2 features every
employer can agree are important, considering their health
insurance rates rise each year unpredictably.

Everyone knows about the cost pressures facing employers
today. But employers who wish to
remain competitive have to start
looking at ways to expand their
benefit options. LTC insurance is
not a stretch. In fact, an employer
could pay as little as $15 a month
per employee for a base plan that
includes a $2,000 per month

Page 7

LTC insurance a
priority will find
their employees
doing the same. In
fact, 92% of cases
sold in 2006 by Unum had
some level of premium contribution from the
employer. It just takes the employer deciding that LTC
insurance is important. And it is.

LTC insurance could arguably be one of the most im-
portant insurance offerings employers can offer. Con-
sider that long term care costs can range from $33,000
a year for a private room in assisted-living care to
$70,000 for a private room in a nursing home. Those
rates can drain even a well-planned nest egg in short
order.

Think also about the finding from the U.S. Senate Spe-
cial Committee on Aging that expects LTC costs to
double by the year 2025 and nearly quadruple by 2050.

Why Employers Should
Fund LTC Insurance

Misconception: My employee
population isn’t old enough to be
interested in LTC insurance.

The trend to talk about: Buyers
of group LTC insurance are get-
ting younger every year. In fact,

benefit as well as professional ER ER/401(k) according to Unum data, more
home care. And LTC insurance w/401(k) & LTC than 52% of purchasers are under
premiums, unlike health insur- EE Contrib $3.000 $3,000 45. Also consider that nearly 58%
ance, aren’t an unknown from . of submitted claims for Unum’s
; ER Contrib :

year to year. Group LTC insur- group LTC insurance are for peo-
ance rates have changed little 401(k) $1,500 $1,200 ple under age 65. So this is defi-
since the product’s inception in LTC Prem. 0 £207 nitely an issue that affects the
the 1980s. Total ER Cost $1.500 $1.492 reénﬁ?:;fe population, not just
Misconception: LTC insurance
isn’t somelt)hing my employees EE Benefit 3486818 $454,363 Another great thing about pur-
want to spend their benefit dollars | 401(K) Value chasing young is that the younger
on. Potential LTC Benefit 0 $360,000 | employees are when they pur-

. chase LTC insurance, the lower
The trend to talk about: Em- Total EE Value $486,818 5814,363 the premium—and it won’t go up

ployees are becoming more in-
volved in the benefits process, but
they still look to their employer to
guide them on important benefit
decisions. Employers who make

Assumption: EE age 40 earning £30,000 contrbutes 10%
to 4017k} plan and 10% return sssumplion. Retirement
ar age 65. ER maximum contrbution (s 5% to 401k, L0C
mian pays $5,000/month for & years (Facilify and PHE),

ER = Employer, EE = Empigyas

just because they get older.

Misconception: The federal gov-
ernment or disability insurance
will cover the cost of long term
care.
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Eliminating Group LTC Insurance Misconceptions continued

The trend to talk about: Besides the price of LTC insurance, this argument may be one of the biggest misconceptions. Address-
ing the federal government’s role first, Medicaid is only responsible for helping with the cost of LTC after a person has spent
their assets down to the poverty level. The individual also loses all choice and control of who will provide their care and where it

will be provided.

Dispelling the second argument about disability insurance is also basic to helping employers understand the role of LTC insur-
ance. DI is designed to protect an individual’s ability to earn an income if they should suffer an illness or injury. It will help you
pay normal bills, but not the actual cost of providing long term care, if that becomes necessary. If you do not have LTC insur-

ance, a long term care event can be devastat-
ing to your financial situation.

Misconception: I’ve used all my benefit
dollars. There’s no way I can allocate more
money for LTC insurance.

The trend to talk about: In cases where em-
ployers offer a 401(k) and match to their
employees, it’s not a question of adding
benefit dollars; it’s a matter of reallocation.
As the graphic shows, an employer who is
making a matching contribution to an em-
ployee’s 401(k) can easily and effectively
parlay a small amount of those dollars into
an LTC insurance policy. Now the employer
is not only working to help the employee
earn money for retirement but also helping
them preserve their assets against the devas-
tation that a long term care event could have.

One of the most important ways you can
squelch misconceptions and push back about
LTC insurance among customers is to do
your homework. The more you can learn
about what type of coverage is available and
how that benefits a specific customer’s em-
ployee population, the more compelling and
logical your argument will be.

Is LTC insurance for everyone? No, but the
more you arm yourself with knowledge of
the product, the more you increase your
chances of success when you do pitch LTC
insurance.

John Noble is director of long term care in-
surance products for Unum Group, Chatta-
nooga, Tenn. He is based in Portland, Me.,
and can be contacted via email at jno-
ble@unumprovident.com.

Reprinted with permission of the National Under-
writer Company. National Underwriter L&H,
April 2,2007.
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The UNIFI Companies

UNIFI

Companies

Ameritas Life, Acacia Life, Union Central Life
and affiliated companies

STRONGER AS ONE

The UNIFI Companies brings together
the products, services, and relationships
of Ameritas Life, Acacia Life, and

Union Central Life.

Together, we will help you by providing:

* Service, support, and technology
to help you succeed

= Complete financial solutions that
fit your clients’ needs

* Increased financial strength
and stability

We are excited about the opportunities
UNIFI will create with its size, scale,
and resources while we continue to
build on the trusted relationships

that have developed with each of our
affiliated companies.

Now we are StrongerasOne.

To learn more about the UNIFI Companies
visit our website:

www.UNIFlcompanies.com

© 2007 UNIFI Mutual Holding Company
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A report on Saociety activities brought te you by your local chapter
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Mark Your Calendar!

Audio/Web Conferences
(1200 neon-100 pam ET)

April 11, 2007
The: Bath 401(k}):

A Contrarian View

April 25, 2007
Disability Income Insuronce:
AW Win Service bor

You and Your Clien

Video Troining Conferences
[Werify dates and venes
withy vour local Chaprer )
May 16, 2007

[1:200 pam, - %15 pm. ET)

May 17, 2007

[ am - 11:1% a.m. ET)
Armuiby Strodegies in
Fisvareicd Huur‘ling

The Benefits of Belonging

In a recent interview with
Beian [ Baerz, CLLL associane
eclivor of Life Insuvance Sellng
mnagazne, Richard H. |.1|'|--k|:|',.
CLLL ChEC, AEP and Ward
Anderson, CLLL ChFC, Soci-
ery president and past presi-
._|-.'|'|I,. |-.'--|"r| I|'.'r|'.. .'~:|,-|:-||||.'q._|

-.'c||-, it i worthachile wo jodn a

'|'|-.II'.'--||'-||.-|| associaton, how a
Arancial services |'-||'I-.'h-1|'1|'.||
shiould 2o abour selecting an
APPROpPTEAtE oIEAnizanen W
icdm, and whar he or she can
EXPeCt from belonging
Aomone the advantages of

T |'|'||H'r-||||". |.1|'|--\._|;|-, ;un._l

Ancderson clted QppoFtuinties

it |'-||'Iu'h-1|'1|'.|| euC A,
nerworking, personal growth,
and gving back wo one's o
fessdionr. To read the |\|'|'||'-|rl_-.'
article, which was |'-|||‘||-|'u'._|
in the |'.|||||:-|r', LSS |'I'.|.|.';-
Tnsumance Selling, visit the
":l'\l. 1|.'|_'\.'I"- l":".'.l.'l"' e,

WAL e 1'r||'| UL R 4N

FSP/Kugler Seminar Series

This new, unigue program
aftords an advanced lack ar
prAaC al uses of life fnsor.
alvce in -.._||-h1u_|._ ared estate,
business, of fetrement '|-|:|||-
nbng Using over 70 cases
taken directly from the highly
praised Eugler Planning

books char they coaurhored,

Frank L. Bainald, LU

ChEC, and William Eainaldi,
CFP will wealk antendees
through the case faces, the
client's ohjectives, and the
uldmare solurion. The pec-
ommendations will be sup-
porred by diagrams and
explanations of how and why
these solurions work, The

prograim 13 offered in three

independent modules with
individual and bundled pric
ing. This program will 1ake
'|'|:|| £ at the Benalssance
Philadelplia Harel AT on
Mav 22 and 23, 2007. For
additional informarion and m
pepisrer, call S00- 32000 o0
visir wwalfinancialpro.org and
click on "CE Evenrs/Produces.”

F5P/Kugler Seminar Series
May 22-23, 2007
Renoissonce Philodelphio
Hexled Airpor

Philesdedphia, Pa

Financial Service Forum
September 27-29, 2007
Hilton Mondresal Boncrensure
Monireal, Canada

For miore infonmarion, visit
www. financialpro.org, call
CustomeT Service ot

[RO0) 3926900, or e-mail
custservETnancial pro.org

FEP Program Expansion

The Financial Education
Parrners (FEPY program of the
Foundarton tor Financial Seg.
vice Professionals has o :-.|":-||'u|-
e its ourreach ro include

fndivicduals with mvasthenda

gravis through a signed agree.
ment wirh the hl'!:-l‘\-l,l'l.'ﬂlil
Crravis Foundarion. FEP
enlisrs m ||||H'1- |'-I. ||'||.' "Iu'-l 120y
alf FaF o |"r.|\.'1||.' individuals

|.'|'I||'| |.I1I:-II'||. I.-I| |..I|III'\-I\.'|II'I-_' ||II1-

M Larnes O |"-.'r-|'-||.-|| crlsis Ta
learn more abour the FEP
pragram and how YL A gl
invalved, visie the Founda.
thon's Web sdre at www Anan

.1'.|||"r.|..|r|_' foundation/FER
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The Application Process & Working with an Underwriter

By: W. Jeff Martin, CLU, ChFC

As an agent, one of the most important pieces
of paper in the process of earning your pay-
check is the application. They come in vary-
ing degrees of thickness but one thing we can
all be sure of is they are not getting any thin-
ner. Some of them resemble bound books.
That poses a serious dilemma for the agent in
a number of critical business practice issues.

’ t
1) Time: All of the new requirements

and disclosures are placing a burden on the pro-
ducer that takes away productive time in front of
prospects. A typical life insurance application
will be 10-20 pages long (depending on the type
of case) and contain numerous supplemental
forms such as HIPPA, blood consent, PAC, and
other authorization or disclosure forms. If the
case involves a replacement, a 1035 exchange, a
trust owned policy, or similar issues, multiple
additional forms will be needed that you may not
be aware of until after submission.
2) Accuracy: Producers have the choice to take a
serious or casual attitude towards completion of
the application. The most common problems that
come up on initial review by the agency proces-
sor are what you might
expect: the forms are
incomplete, the handwrit-
ing is unreadable, forms
are missing, and a lack of
perspective. By that I
mean the average agent
tends to expect the initial
processor to be a mind
reader and to understand
the case details or how
much effort went into the
sale just to get to the
point of taking the appli-
cation. Mistakes or omis-
sions on the application create the need for vary-
ing degrees of response on the part of the pro-
ducer. If you miss checking a box on the applica-
tion, it may create the need for an amendment to
be signed at delivery. Worse, it may delay appli-
cation input if a missing signature is required
before processing can proceed. Misdated forms
such as having the blood consent form dated on

or before the blood draw actually occurred. That of-
ten happens where exams are completed prior
to the application.

# 3) Responsibility: We are all aware the ap-
plication becomes a part of the policy. That
N seems both innocent but then ominous at the
same time. Innocent because few of us expect
4‘ that the prospect sitting in front of us at the
! time we complete the application paperwork
will be dead within the 2 year period of policy
when the policy is contestable. Ironically
though, that is the very thing we sell to the prospect
as critical to protect: premature death. Ominous be-
cause if that prospect and now insured did pass away,
the carrier will review the application carefully to
determine if indeed the claim should be paid. Were
there any critical omissions, mistakes or possible
fraud by the insured or the producer in completing
the application? The reasons for E&O insurance be-
come obvious for just such an issue.

I recall attending a meeting of our local SFSP/NAIFA chapter
some years ago and the speaker adamantly insisted that the
audience of producers understand the fact that “your prospect
or client will lie to you and they will do it to your face”. The
audience chuckled as if they knew it happened but they knew
it happened to the producer sitting next to them. They were
just too experienced to let it hap-
pen to them. Unfortunately, none
of us can assume we are exempt
from being misled. But at claim
time, how does the carrier know
what transpired in the conversa-
tion between the prospective
insured and the client? Did they
mutually agree that the visit to
the doctor for a cough or cold
over a year and a half ago was
immaterial and the carrier would
not care? Did the carrier, be-
cause of that omission, decide
that an Attending Physician

i

Statement wasn’t necessary? What if, just maybe, the insured
discussed other issues during that appointment he didn’t want
to disclose to you or completely forgot were discussed?

Underwriting is the process that allows the underwriter to
arrive at a reasonable conclusion about the current state of an
individual’s underwriting risk factors and where those risk
factors might lead down the road. Symptoms that might ap-
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The Application Process & Working with an Underwriter continued

pear relatively benign might manifest themselves later as
early warning signs of a serious condition. Was the cough
that went away bronchitis or an early warning of cancer?
There is no question that underwriting involves both sci-
ence and art to measure and weigh the varied medical
issues, the financial profile, avocation factors, and life-
style issues (driving, occupation, etc).

An underwriter will tell you that no two cases are alike
and they rely on us to help them make their decision.
Now that may cause you to take pause but the connection
is quite easy. It goes back to the application.

First, imagine that your company underwriter arrives at
their desk at 8 a.m. on Monday
morning with no idea what the
day will bring. Early last week
you closed an application for a
$1 million policy of whole life
insurance with a $15,000 annual
premium and the case file is
there waiting on the desk of the
underwriter for its initial review
(realizing in many cases it may
be an imaged file). The life in-
surance application and the man-
ner in which it is completed
might tell the underwriter a lot
before the review even starts. Is
the writing neat and clear, the
ink black and bold, the questions
thoroughly answered and is there
any question the producer
wanted to create a favorable im-
pression for this insured? The
underwriter may use prior ex-
perience to form an immediate
opinion about the case. In this
case though, it looks like it was
finished in a hurry, with sloppy
handwriting and some missing
information. There is no cover
letter and a couple of necessary
forms are missing. It is a business case and there are no
corporate financials.

Imagine the impression you have just created about your
case, its importance to you in terms of the time you in-
vested and the potential that this case could be a difficult
process. Does the fact it is so poorly done mean $15,000
is not a big case to you and more trouble than it was
worth? Or does it mean this case was so important to you
and you were so anxious to get paid, that it had to get in
the mail and be underwritten? How would the underwriter

ever know?

Once the underwriting decision is made, it is not uncommon
for producers to debate the medical decision based on their
hearts and not the facts. It is important to trust the training,
experience, and insight of the underwriter. Too often we take
an adversarial relationship into the conversation when the
email arrives that the case was approved but at Standard
Non-Smoker rates vs. the illustrated Preferred Non-Smoker.

My number one rule is to remember that the underwriter has
the complete file and the perspective of an insurance medi-
cine approach and not clinical medicine. Essentially, that
means that attending physicians have the luxury of changing
their decision. Recently, what doctors
thought was a more serious form of
cancer on Elizabeth Edwards, wife of
former Senator John Edwards, turned
out to be a more treatable, controllable
form. They enjoy the luxury of finding
new information in order to make a new
diagnosis. The doctors were initially
wrong.

In insurance medicine it is one
and done. Whatever decision is
made today, the carrier must
live with since insurance is a
unilateral contract. The con-
testability period is their safety
valve in cases of less than com-
plete disclosure. Rarely will the under-
writer change their mind about the deci-
sion unless we provide new information
that can allow the underwriter to com-
fortably make a “new” decision. Yet
often we persist in debating the reading
of an EKG@, the client’s diabetes history,
or the private notes of the physician on
an undisclosed medical issue.

It is hard to imagine how we as produc-

ers would feel if our client questioned
our judgment and asked for a second opinion from another
producer within your office on your planning skills and rec-
ommendations. Might your associate possibly find an im-
proved medical offer as well because he is more aggressive
in seeking alternative offers because he is not under the pres-
sure of meeting the carrier production requirements? That is
the situation we place the underwriter in when we question
their judgment. In many carriers, no case decision is final
until two underwriters have signed that they are in agreement
on the offer and it is the best possible offer given the current
knowledge.
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with an Underwriter continued

I am not suggesting a case should not be dis-
cussed or debated, but always keep in mind that
the underwriter is trained to make the decision
they made based on the standards of that carrier.
Another carrier may see the case differently and
it is your decision to seek out those alternative
offers. Many career companies today offer an
automatic shopping service for any case issued
at less than a standard offer.

Potential questions to begin the conversation
with the underwriter are “Bill, in your mind,
how close was this to a Preferred offer? Was it a
fence sitter or was it a no-brainer? What were
the issues you can discuss that made it that
way?” Listen, learn, and understand the perspec-
tive of their experience to have the best chance
before attempting to help them gather new infor-
mation to make a new decision.

In today’s world there are confidentiality issues
that do not make our lives any easier but we
must switch roles and realize that could just as
easily be our own personal medical file someone
is discussing.

Finally, from a responsibility standpoint, it is
incumbent on us as professionals never to put in
jeopardy the insurance contract that a business
or family is counting on for their potential sur-
vival. We do that by disclosing upfront every-
thing that might be an issue during the under-
writing process. While “the proposal giveth the
contract language taketh away”. If you have ever
experienced a claim denied, you will know the
reality of facing the client. It has happened to me
(disability) and it is an experience I do not want
to go through again. The claim was properly
denied because the client decided (on his own)
during the medical questions that a certain medi-
cal condition important to underwriting its dis-
ability contract was “none of the insurance com-
pany’s business.”

Unfortunately, the insured discovered during the
claim process that ethics, responsibility, and
integrity do matter. Completing the application
is a matter requiring the highest level of integrity
and ethics on the part of the professional pro-
ducer.

Welcome To Our
New Members!

Michael A. Comperchio

Oak Hill Financial, Inc

717 Reading Rd.

Mason, OH 45040

Phone: (740) 398-5196

Email: mcomperchio@oakhillsbanks.com
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