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LIFE SETTLEMENT POLICIES

e Secondary Market for Life Insurance
Policies provides benefits for both
policyholders and investors

e Sold to investors for more than twice
the cash surrender value paid by the
Insurer

e Provide seniors with needed cash for
medical or other living expenses,
Improving quality of life

e |nvestor pays premiums and becomes
beneficiary

 Hedge funds and Pension funds are
major investors




LIFE SETTLEMENT POLICIES

e Highest investment grade paper;
very low risk investment

e A+ rated insurance companies

e Whole Life or Universal polices
only

e Highly Liquid; always re-sellable
within 60 days

e 10% - 25% IRR depending on
market and investment structure

e Medium Term




LIFE SETTLEMENT POLICIES

o Certainty of payment event
- Actuarial tables are 98% accurate
- Based on Life Industry evaluations
e Certainty of payment source

- A+ rated insurance companies’
guaranty

- Death benefits are always re-insured
e Certainty of payment amount

- The face value of the policy is always

paid




LIFE SETTLEMENT POLICIES
SECONDARY MARKET LIQUIDITY

o Active secondary market creates
liquidity for investors

» Value of policies increases every
month because:

e Shorter life expectancy increases
policy value

e Secondary market predicted to grow
significantly for the next decade




LIFE SETTLEMENT RISK
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L SP INVESTMENT
UNDERWRITING

* Purchase price dependent on projected
Life Expectancy (“LE”) and policy age
- We buy 5-10 year LE policies
- Over 2 years seasoned or older

 |RR dependent on actual LE and
Premiums

- Actuarial tables are 98% accurate

- We seek 2%-3% per annum premiums as
portfolio average

e Premier industry valuation firms
employed to update remaining Life
Expectancy




ACTUARIAL PERFORMANCE

2002 and 2003 Average Cumulative LSP Maturity Performance
of 1,800 Policies Over 60 Month Window
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The graph above illustrates the Actuarial Maturity History compared to the Life Expectancy (LE)
estimates. Note that 62% have matured by the LE, with an additional 36% maturing 24 morths
later. An average of 2% remain to mature . This information s from 21st. Services.
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FINANCIAL PRODUCTS

* Investor Risk Mitigation
 Long Term investment

* Debt available using Policy
maturity Face Value to better
leverage capital and collateral




INVESTOR RISK MITIGATION
HEDGING HIFRISK INVESTMENT
CAPITAL

100% of capital is protected for:
e Venture Capital

* Film Financing

* QOil Exploration

o Early Stage Investments
 Hedge Funds

e Individual Transactions and Funds




INVESTOR RISK MITIGATION
TRANSACTION EXAMPLE

e Investor escrows $10 MM
o $2.5 MM buys policies
e $7.5 MM invests in risk equity

e Investor pays premiums annually at 2-3% per
annum

e Entire $10 MM is collateralized
* No requirement to hold policies for term

e Strong secondary market allows for liquidity in
60 days

* Once investment is performing, policies can
be sold at a profit

* |RR on policy cost = 11-18% plus if held for
term




INVESTOR RISK MITIGATION
LIQUIDITY OPTIONS

e Strong secondary market allows for liquidity in
60 days

* Once investment is performing, policies can
be sold at a profit

10 year LE policies are approx 25% of benefit
value

5 year LE policies are approx 50% of benefit
value

e Each year the asset increases in value

e Strong credits can also borrow against the
market value of a policy and the cash
surrender value

e Optimization is customized to each situation




INVESTOR RISK MITIGATION
TRANSACTION EXAMPLE

$2.5 MM buys policies with $10 MM in face value.
Policies can be resold when investment
performs
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VENTURE GROWS OUT OF RISK STAGE }
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IF INVESTMENT FAILS: RECEIVE POLICY
FACE VALUE: $10 MM AT TERM




[ ONG TERM INVESTMENTS

The purchase of policies to hold for
term to achieve superior returns
with no risk

» Portfolio diversification strategy
» Pools of policies result in bell curve
RR’s in excess of 11-18%

« Highest quality Investment Grade
paper
» Lowest possible risk

- Liquidity always available




DUE

DILIGENCE

Detailed analysis of each investment
3rd Party independent LE evaluations
Review of medical records, family history

etc

Individualized statistical calculations
Policies must be at least over 2 years old
Premiums average 2%-3% per annum
Life Expectancies average 7 -10 years

continued.......




DUE DILIGENCE - ESCROW

Licensed Escrow Company manages:
« Method and timing of funds transfer
« Management of Premium payments
« Policy procurement criteria
- Life expectancy of insured
- Rating of carrier
- Scrutiny of medical evaluations provided
- Contestability of the policy
- Other benchmarks




DOCUMENTS REQUIRED

Life Insurance Policy Purchase Agreement

Insured’s authorization to release medical
records

Seller’s authorization to release policy
information

Original complete copy of life insurance policy
Insured’s Divorce Decree (if applicable)

Insured’s spousal release and consent to
change beneficiary

Change of owner and beneficiary from the
insurance carrier

continued............




DOCUMENTS REQUIRED

 Verification of coverage from the
Insurance carrier

e Final confirmation of all values from the
insurance carrier

* Written acknowledgement from the
carrier as to the changes into the
buyer’s name

 Medical review and certification of life
expectancy

e Copy of Expectancy Certificate
e Medical letter of insured’s competency

o Authorization by the insured to track
health quarterly




SUMMARY

o Life Settlement Secondary Market provides
great investment opportunity

e Best Investment Grade instruments with
unusually high returns

Very low risk profile

Liquidity

Hedges investments in risk equity and debt
Efficient, elegant process to participate
Experienced capital markets team
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