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SYSTEM FOR FACILITATING LIFE SETTLEMENT TRANSACTIONS

RELATED APPLICATION
[0001] This patent application claims priority of U.S. Application Serial No. 10/789158 filed
February 27, 2004 titled “System For Facilitating Life Settlement Transactions”, which is by the same

inventor as this application and which is hereby incorporated herein by reference.

FIELD OF THE INVENTION
[0002] The present invention pertains to commercial transactions. More particularly, the present

invention relates to a system for facilitating life settlement transactions.

BACKGROUND OF THE INVENTION

[0003] This invention concerns financial transactions, and specifically the invention is directed at
life settlements (or senior settlements) and viatical settlements (sometimes collectively referred to
herein as life settlement transactions), and the creation of an efficient market in such transactions.
[0004] With the AIDS epidemic that began in the 1980s, life settlement transactions began to bLe
seen as a useful tool for realizing liquidity from an existing, in-force life insurance policy during the
insured's lifetime. AIDS victims facing inevitable and proximate death were offered cash for the
transfer of their life insurance policies with beneficiary and ownership rights transferring to the buyer.
The buyer would then make remaining premiums (if necessary) until the death of the insured. This
provided cash where none would otherwise be available during the lifetime of the insured, but only to a
survivor. Viatical settlements refer to insureds with actuarial life expectancy of less than two years.
Since the inception of viatical settlements, a new market in the form of senior settlements (or life
settlements) has developed for the sale of policies with life expectancies of more then two years.
Typically these policies insure seniors over the age of 65 or perhaps younger if the insured has health
issues. Generally speaking, investors are looking for policies where the insured's life expectancy is less
than 15 years. A growing market has arisen for the purchase and sale of life insurance policies in such
life settlement transactions.

[0005] However, both viatical and life settlement markets have been essentially unregulated, and
unconscionable commissions and profits have been gleaned from many life settlement and viatical
settlement transactions. Many feel this to be the case in the majority of such transactions. In nearly all
cases the policy owner selling a policy is not made aware of the actual price for which the policy is
purchased, but only knows the amount he is paid. Brokers specializing in the purchase of life policies,
usually on behalf of investors such as large insurance companies, pension funds, etc., take a very large
percentage of the purchase price, often over 30%. In almost all cases there are other levels involved,
such as agents who themselves take hefty commissions. The result is that the owner of the policy,

usually the insured, receives a greatly reduced portion of the true value of the policy, perhaps only 50%
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to 60% of the true value. Normally the owner/insured has no idea of the true value of the policy.
Because of the inconsistency in life insurance medical underwriting, the owner (insured) is often only
given enough of the proceeds to pacify him. Often the agent will then show the client how to take the
proceeds and purchase either more insurance or the same amount of the coverage at a lower annual
premium. Changes have been occurring in the insurance industry, particularly in the United States. Life
expectancy has increased considerably in recently decades, and rates for life insurance, particularly
term insurance, have dropped a great deal. Additionally, insurance companies price their policies with
the, idea that 5 out of 6 of them will lapse and never pay a death benefit. This has the effect of driving
down the cost of policies due to the retained earnings of paying less in claims. As a result, an insured
holding an older policy (usually permanent insurance, i.e. a "whole life", or "universal life" policy)
often finds that he can obtain life insurance with a far higher death benefit than under his current
insurance, by purchasing a new policy, without any increase in the premium being paid, or potentially a
substantial decrease. This situation presents a strong incentive for an insured to enter into a life
settlement transaction, selling the existing policy and realizing a fairly large sum of money, which can
then be used to buy a permanent insurance policy with a far higher death benefit. The insured can also
use the proceeds for other purposes. This situation has caused a continually growing market in life
settlement transactions. However, and unfortunately, the very large profits taken by brokers in these
transactions has deprived policy owners of a fair value for the sale of their policies, and has actually
had a negative effect on the organized entry into this market by large and reputable insurance
companies. Being unregulated and having a reputation as being run by profiteers, the market has
caused many influential and potentially beneficial buyers to shy away because of potential trouble and
damage to reputation. Accordingly, there has been a need for an efficient market for life settlement and
viatical settlement transactions, a market which policy owners can enter with a fair degree of
confidence that they will be obtaining a good and competitive value for their policies, and
consequently, a market where buyers of policies can avoid over-paying for policies only to benefit the
layers of profiteers that stand between them and the seller.

[0006] Fig. 1 shows the system of the prior art, i.e. the typical transactions and layers of parties
involved in a life settlement or viatical transaction. In the drawing, sellers and representatives of sellers
are shown below the dashed line 10. This includes, below the dashed line 12, policy owners or insureds
themselves, indicated at 14. The policy owners in the typical system prior to the invention would
usually contact or be contacted by insurance agents indicated at 16, regarding the possibility of sale of
their in-force policies. The drawing indicates that insurance agents engage in marketing efforts 18, and
may have formed strategic alliances 20 with other companies that service seniors (such as other
insurance products, annuities or prescriptions drugs to enlist policy owners to sell their policies.

[0007] As indicated in the block diagram of Fig. 1, the other avenue for an insured or policy
holder to sell a policy is by a direct sale to a buyer, but this is virtually always through a life settlement

broker. These direct sales constitute a small percentage of these transactions.
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[0008] Under the currently existing (prior art) system, each insurance policy travels through life

settlement and viatical brokers shown at A, B, C and D above the dashed line 10 in the drawing. These
life settlement brokers, as discussed above, usually reap a very large piece of the purchase price for the
policy, approximately 20% to 30% of the face amount. The brokers (A, B, C, D) have contacts with
buyers, examples being indicated in the drawing at 22, 24, 26 and 28. The brokers offer insurance
policies to one or several of these buyers/contacts. In some cases, a certain broker may deal exclusively
with a certain institutional organization, such as an insurance company 22 or a pension fund 24. The
broker secures the best price he can for a given insurance policy. It should be noted that different
buyers, particularly institutions such as insurance companies, will view the financial, medical and
personal history of an insured differently, just as some insurance companies may find a particular
person insurable, or insurable at a reasonable rate, while others will not, based on personal and medical
history. Potential buyers in life settlement transactions and viatical settlement transaction will also
interpret the medical and personal histories differently. Some may find a much greater likelihood of
longer term survival of a certain insured than will others. Clearly the others will pay more in a viatical
or life settlement transaction. This is why a broker wants to offer a policy to a number of different
buyer parties in seeking the best purchase price.

[0009] However, as explained above, the policy owners or insureds 14 do not see this purchase
price. They are simply told by an agent 16, or by a broker (A, B, C, D) in the case of dealing directly
with such brokers, what the insured will be paid for the policy. The agent or broker may initially
indicate to the insured/policy owner a minimum he can obtain, or a probable range, and the settlement
transaction may not be completed until the insured or policy owner has a chance to see the pyice being
offered, after the broker has dealt with the buyers to obtain the best offer at that end. As noted above,
the policy owner may know the "cash surrender value" of the policy, which is often referred to as a
measurement of the fair market value of the policy because it is a available to the policy owner if
needed. The life settlement or viatical offer is, of course, often considerably more than this "cash
value" amount. Thus, the policy owner is likely to accept a life settlement/viatical transaction purchase
which only pays the buyer 40% to 80% of what the policy is actually worth to the highest bidder. Note
that the agent 16, if involved, takes a commission as well, but this is usually a percentage pre-agreed
with the broker, such as 4% to 6% of the face amount of the policy and not an unconscionable portion

of the total purchase price as in the case of the broker.

SUMMARY OF THE INVENTION

[0010] The invention addresses this need by providing an efficient marketplace, in the form of an
online auction, for life settlement and viatical transactions. Instead of relying on specializing brokers
who obtain the best price from a buyer and the lowest payoff to the insured/seller, without disclosing
the actual value of the policy to the seller, the market established by the invention places all critical

information, including personal, financial and medical underwriting information relating to the policy
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of each owner, in an online database for review by potential buyers. A pre-arranged membership
preferably is required for a potential buyer to have access to this online information, and memberships
may also be required of potential sellers of policies, or agents for those sellers. Steps may be taken to
assure the confidentiality of the personal, financial and medical information relating to an insured; for
example, the insured's name, address and social security number may be omitted from the information
contained in the online database. Agents may be used to find life insurance policies and to obtain the
needed information regarding each policy, but these agents are paid on a consistent commission basis,
rather than paying the agent and a life settlement broker in the manner in which many have profiteered
in the previous unregulated and disorganized market. Advertising directly to policy holders may also
be used to obtain policies for potential sale.

[0011] As a corollary function of the internet website containing the database, a service may be
provided for appraising in-force life insurance policies, once potential sellers have given the website
access to critical personal, financial and medical information regarding a policy. With the availability
of such straightforward and realistic appraisals, the interest in placing policies on the auction database
vx‘rill increase. Additionally the site will track certain policies for insureds and/or agents in order to
make sure they do not lapse prior to a time when they might be sold.

[0012] The online auction itself is conducted in the following way:

[0013] The auction is held on a website, where policy owners, either directly or through agents or
other authorized parties, give website access to data relating to an in-force policy to be sold and an
auction is held online for each policy that is put up for sale. The seller or agent specifies the conditions,
such as with or without reserve, reserve meaning that.the policy is withheld from sale if a certain
minimum bid is not obtained. The duration of the auction may be set by the website or, if permitted by
the website, by the seller or agent (several days or two weeks might be typical). Normally the highest
bid thus far will always be displayed ("current bid") so that potential buyers will submit only bids that
are higher than the previous high bid. However, an auction could be made via "blind bidding", since
there is sometimes a psychology in blind bidding that will produce a higher bid than otherwise. The
auction on a particular policy, normally at the decision of the seller or agent, can specify a "buy it now"
feature, whereby a prospective purchaser can avoid bidding against others by paying a "buy it now"
price that is posted. A "sell it now" feature can also be offered to the seller. The benefit would be to
avoid paying any commissions on the transaction. The sell it now feature is a fund set up by the site to
purchase policies from its policy owners.

[0014] All data posted online can be anonymous if requested by the seller and searchable by
category, such as by death benefit, by age or range of age of the insured, by actuarial life expectancy of
the insured, by percentage of cash valve as it relates to death benefits, by premiums as a percentage of
death benefits, by health conditions, etc. All data relating to an insured in a policy are entered into the
database as the policy is posted, so that each policy can be found by a potential buyer's searching any

of a number of different fields.
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[0015] It is therefore among the objects of the invention to create an online central clearing system
for life settlement and viatical settlement transactions ("life settlement transactions"), to produce an
efficient and central market that brings buyers and sellers directly together, eliminating high profits of
middlemen and establisiling a market where policy holders can realize the highest price for their
policies in competitive and open bidding. These and other objects, advantages and features of the

invention will be apparent from the following description of embodiments of the present invention,

considered along with the accompanying drawings.
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BRIEF DESCRIPTION OF THE DRAWINGS

[0016] The invention is illustrated by way of example and not limitation in the figures of the
accompanying drawings in which:

[0017] Fig. 1 is a block diagram showing schemaﬁcally the system in place prior to this invention,
for buying and selling insurance policies in life settlement transactions and viatical transactions;
[0018] Fig. 2 is a block diagram outlining one embodirhent of a system of the present invention,
with a central auction site for bringing sellers and buyers together in life settlement and viatical
transactions;

[0019] Fig. 3 is a diagram illustrating a home page or first operative page of a website which
forms a principal part of one embodiment of the invention;

[0020] Fig. 4 is a "buy a policy" page, which can be selected from the screen of F ig. 3 and which
allows a prospective buyer to search for policies according to selected criteria;

[0021] Fig. 5 is a schematic representation of a screen or page which will come up after the user
has entered appropriate search information;

[0022] Fig. 6 represents a sell policy screen which can be selected from the screen of Fig. 3, and
with provision for the user to make selections and enter information;

[0023] Fig. 7 is a representation of an appraise a policy screen that can also be selective from the
screen of Fig. 3;

[0024] Fig. 8 is a representation of a track a policy screen, another screen that can be selected by

the user from the screen of Fig. 3 providing a number of choices;

[0025] Fig. 9 represents a screen which may arise from a certain selection made from the screen in
Fig. 8; and
[0026] Fig. 10 illustrates communications between one embodiment of the present invention and

other entities.
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DETAILED DESCRIPTION

[0027] Fig. 2 shows one embodiment of a system of the present invention. Here, an Internet
website 30 acts as a central clearing house for purchase and sale of in-force life insurance policies, in
viatical settlements and life settlement transactions; the website 30 receives information about policies
that might be sold by the policy owners 32, provided an adequate return is realized by the policy
owner. This information includes an anonymous and searchable data, particularly financial, medical
and personal data concerning the policy and the insured. Buyers will also have access to a PDF file of
the medical records as well as an in-force illustration. Information from the medical records and in
force policy is extracted and can be searched by category (as explained above) by authorized buyers
who are members. These buyers, again, may include insurance companies 22, pension funds 24, private
investors 26 and others 28, including foreign investors. These parties have pre-arranged memberships
with the website 30, and access to the policies in the website's database, using a password. This
provides an efficient and central auction site that brings buyers and sellers directly together. There will
also be the capability to change the language of the text to assist foreign investors.

[0028] As indicated in the drawing, policy owners 32 may directly access the website 30
(indicated at arrow 34), and a member may be required on the policy owner's side as well. In either
event, the information on the website fully discloses to the policy owner the nature of the life
settlement transaction, and the nature of the auction which is proposed for the owner's policy, with
instructions as to how to give the company access to the policy owner information in 6rder to post the
policy on the website and in the database. The owner will be required to enter a name and contact
information, but this will be kept confidential and not posted as part of the critical information that will
be available to potential buyers.

[0029] As indicated in Fig. 2 and as noted above, the website 30, although accessed in many cases
directly by policy owners 32, may also be accessed by insurance agents 38, acting on behalf of policy
owners. These agents can directly provide policy owners information as just discussed, regarding the
possibility of buying larger face value insurance policies using a lump sum received from a life
settlement or viatical transaction, or paying for such insurance through other creative planning options.
Such information is important in giving the policy owner an understanding of the advantages that can
be realized in making such a transaction and purchasing a greater amount of insurance without actual
cost. The proceeds of the life settlement are taxable above the basis (premiums paid). The amount
above the basis can also be structured to be tax free under certain scenarios.

[0030] Strategic alliances 40 are shown in Fig. 2 as a way to drive more policies for potential sale
to the site. These alliances would focus on companies that have products and services for seniors such
as annuities and prescription drugs.

[0031] As explained above, the website 30 conducts auctions for each policy, although a group of
policies could be auctioned together if such is seen to provide an advantage. Steps in conducting the

auction are discussed above.
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[0032] As also reviewed earlier, the website may include a "buy it now" feature, indicated at 42.
[0033] Fig. 3 shows an example of a home page or the first operative page of a website, in one

manner of implementing the invention. In this example, the web page has four columns, buy a policy
50, sell a policy 52, appraise a policy 54, and track your policy 56. In the buy a policy selection,
provision for member login is at 58. This is optional. Member login, based on prearranged membership
in the website clearing vehicle, is preferred but may not be mandator’y in all implementations of the
invention. As shown in Fig. 3, the buy a policy selection column or page may have selected links 60,
62, 64 for either advertisement or for immediate review, such as large face amount policies that are for
sale, "hot deals", or viatical settlements shown at 64 (these policies have life expectancy of two years
or less). In addition, a link 66 may be included for ongoing policy auctions where only one day (or two
days, etc.) is left until the auction ends. All policies listed in this column 50 may in effect be paid-for
advertising, with a charge to the policy owner or agent for the policy being entered into any of the links
60, 62, 64, 66.

[0034] Fig. 4 shows an example of a "buy a policy" page which will be linked to the home page.
To arrive at this page, the user preferably clicks on a "go" button 68 shown in Fig. 3.

[0035] The "buy a policy" page provides search criteria for the potential buyer. As shown in the
drawing, the user can check any or all of the boxes indicating joint life policies, single life policies,
term insurance, universal life, or whole life, and the user may specify male or female, age criteria and
face amount, health status, life expectancy, cash value as a percentage of face amount, and premiums
due as a percentage of face amount. Life expectancy as a search criterion will be available to search
and find those policies where a life expectancy appraisal has been made by the system. The user will be
advised that making a selection on this criterion may exclude a number of policies from review.

[0036] Fig. 4 also indicates a "browse all" box 70 that can be selected. This will bring up a
plurality of policies, based on a system-set criteria as to the order such policies will appear on the page.
The system can use as a preference the amount of time left in the auction for the policies, so that the
shortest-time policies will appear at the top of the screen.

[0037] Fig. 5 shows an example of a screen that might appear after entry of all the criteria
discussed relative to Fig. 4, or simply with the "browse all" choice 70 selected. In the latter event, the
system will bring up a number of successive pages of policies that are up for sale, without regard to
such criterion as the type of insurance, face amount, cash value, health status, etc. This will enable the
user to browse through a large number of policies offered for sale, and to quickly compare current bid
72 to total face amount 74, appraised value 76 (if the system has appraised the policy), life expectancy
78, percent of cash value to face amount 80, percent of premium to face amount 82, or other values or
data relating to the policy. At any time in the browsing of these pages the user can click on any of the
criteria 72-82 and the system will then reorganize all of the listed policies on the basis of the criterion
selected. The site can be operative to reverse the order (e.g. highest numbers down to smallest

numbers, rather than smallest numbers down to highest numbers) if the same criterion is clicked twice.



WO 2005/089109 PCT/US2005/006175
9

[0038] If, rather than using the "browse all" link 70 in Fig. 4, the user has first entered some or all
of the search criteria from the list in Fig. 4, then only those policies that fit the criteria selected will be
displayed. Again, the system can have a default setting so as to display the list of policies based on the
nearest in time for auction expiration down to the longest time, as discussed earlier. Then, the user can
use the criteria 72-82 in the manner described abode, to re-sort the listed policies in any manner
desired. If the potential buyer selects a policy for purchase, the buyer can make a bid as indicated at 84.
Because of the large amount of money involved in these auctions (sometimes millions of dollars), the
website and the system of the invention will notify buyers and sellers that all sales are subject to
verification by the buyer with regard to the information provided on the website. However, if a
member/buyer creates a history of failing to go through with agreed purchases, that member can be
subject to loss of membership, and denial of further access to the system.

[0039] The second column 52 in Fig. 3 is "sell a policy”. An example of a web page for this
purpose is shown in Fig. 6. As shown in Fig. 3 the user, who typically is an agent, preferably is
required to log in as indicated at 86. The "sell a policy" column 52 also has provision for individuals,
who are not agents, by clicking at a link 88. The individual user will then be presented with
membership information if the user is not a member, or, in another implementation of the system,
individuals are not required to be members, in the interest of obtaining more policies for sale on the
site.

[6040] The link 90 shown in the "sell a policy" column goes to another page to sign a user up for
membership, which is preferably required at least for agents.

[0041] The "sell a policy" column 52 may also include a link which can be characterized as "show
me how viatical/life settlements work" 92. This will bring up a page or pages (not shown) that
demonstrate for a potential policy seller the positive economics of selling a policy, obtaining a
relatively large lump sum payment, and the uses to which that payment can be made to obtain a greater
amount of coverage. Several examples, for different situations, can be presented.

[0042] The column 52 also has links for agents, at 92 and 94. These links enable agent/users to
review all policies represented by the agent in the system, including those policies now in an active
auction, those which are being appraised or have been appraised, and those which are being tracked,
not currently for sale but which may reach a point of optimum timing for a sale. The link 94 enables
the agent to enter a new policy, either for tracking, or for appraisal or auction.

[0043] The "sell a policy" column 52 can also include a link 96 that lets the agent or individual
review any auctions of the policies represented by the agent or individual. This will bring up Fig. 5,
with only those policy auctions of the agent or individual being shown.

[0044] Fig. 6, the "sell a policy" page, comes up when the user has entered the desired information
in the column 52 and clicks on a "continue" button such as "go" 98 as indicated. The "sell a policy"
page has a link 100 to submit a new policy, and 102 to enable tracking of current auctions where the

user represents the policies or owns the policy. Again, that will bring up the screen of Fig. 5.
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[0045] First, the agent or individual indicates the state in which the insured is located. This
prompts the system to provide the regulatory information and forms needed to sell a policy, based on
the residence of the insured. The user can choose to call in or to receive these by mail, by e-mail or fax,
or they may be provided online, on the website (if allowed by the state) for the user to enter
information while on the site.

[0046] Fig. 6 also shows that the individual or agent will be prbmpted to enter personal
information such as date of birth, name and address and contact information. The forms mentioned
above are primarily consent forms that enable personnel in the system to obtain critical medical and
policy information concerning the policy that is to be sold. This information, in detail, will be entered
into the database of the system and retrievable by authorized potential buyers as noted in Fig. 5, at 83
(medical records) and 85 (in-force illustration). Fig. 5 shows that the potential buyer can review the
insured's medical records, in a format such as PDF, and can review, a current in-force illustration for
the policy. Preferably the potential buyer can request to see a modified in-force illustration based on a
change in one or more of the parameters, such as the duration or amount of premium that the buyer
would want to commit after he purchases the policy. This information may be delayed, as it may
involve required authorization to obtain the modified in-force illustration.

[0047] The bottom of Fig. 6 shows options for the potential seller to see proprietary techniques,
i.e. examples of how a viatical or life settlement can be advantageous to the seller; or to see a
demonstration of how the policy might be sold and replaced with a new, higher face value policy. This
can be achieved by incorporating a computer program that first appraises a current value for life
settlement and then has an input screen for the current premiums being paid. A new quote for a policy
of the same death benefit is run and if the proceeds from the sale of the policy combined with an
ongoing premium are more advantageous than the current policy, a "swap" is recommended as in Fig.
9. There may be a link for a "sell it now" offer, such as indicated ("give me an offer right now"). This
gives the policy owner the option to obtain a payment for a policy without being subject to the risk of
the auction, and without all commissions that are payable if the auction is completed. In this case the
buyer will be the online database system, which can have a fund set up for purchases of policies
without auction.

[0048] The bottom of Fig. 6 also shows links which preferably are included, to initiate tracking of
to owner or agent's policy, with notification by the site (e.g. e-mail) when an optimal time arises to sell
the policy, or to obtain an appraisal of a policy. These links will connect the user to the columns 56 and
54 in Fig. 3, the home page or first operational page of the site.

[0049] In Fig. 3 the "appraise a policy" column 54 preferably includes an agent member log on
100 and an individual indicator 102. Once one of these is selected and the information entered, a screen
such as shown in Fig. 7 appears, "appraise a policy". This page enables a user to view one or more
policies that have already been appraised, or to order a formal appraisal of a policy. This formal

appraisal may be provided without charge, provided the client signs the required forms and meets
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certain criteria as to being a probably candidate for a life settlement or viatical transaction. Fig. 7 also
shows a feature whereby a user may obtain an informal appraisal, by entering basic information as
indicated directly on the screen. These can include drop-down screens, with health standards that are
well known and used in the insurance industry in the event an agent is entering information. These
health standards range from a preferred status for a potential insured down through typically nine
different tables, to a "decline" status. If an individual, such as a policy owner, is using the site, a
different drop-down screen can be used for general information. This is only to provide an informal
appraisal. The individual will be prompted to enter premiums, face value, etc., and cash value if
known. The system will then automatically calculate, based on history and a database of transactions
that have been completed, a rough estimate or approximate range of prices that might be obtained for
the individual for the particular policy.

[0050] Returning to Fig. 3, the column 56 shows the option "track your policy". Here again, the
agent normally is required to log in. Insurance brokers can also log in, at 105, and individuals can
indicate status at 102. An example of a "track your policy" page is shown in Fig. 8. The drawing shows
a list of services that can be provided to agents or individual owners. The purpose of the services is to
keep a policy in good standing and to obtain a good price for the policy when an optimum time occurs
to sell the policy. Thus, the list includes "don't let it lapse", which may be a service to make required
premium payments in the event the policy owner forgets or is unable to make the premium payments.
The premium payments might be made from funds deposited by the insured, such a fund bearing
interest, or from another account of the insured, form which the system is authorized to withdraw
needed funds for premiums. This provides added protection against losing a policy, for a person who
has gone on the website and knows that a viatical or life settlement transaction may be a good option in
the future. Other features are "remind me to pay premium", which can be via e-mail or regular mail, or
other means, and "notify me when it is time to sell" which is based on the site's continual evaluation of
the policy such as occurs when one chooses the "swap my policy" option shown in Fig. 8 and also Fig.
9. The "swap my policy" button is a link to an agent or broker who might be able to offer the user a
better insurance policy, regardless of whether a life settlement transaction is involved. Other choices
are "purchase my policy now" (or "sell now"), discussed above, "appraise my policy", also discussed
above and "order in-force illustrations". This latter choice will bring up a screen with a consent form in
the case of an individual, consenting to allow an agent or broker to obtain the in-force illustrations, or,
if the user is an agent for the policy involved, the consent form is not needed. !

[0051] The bottom of the screen of Fig. 8 is for agents only. This can enable the agents to order
software via the site, to track policies handled by the agent, the software being capable of
communication with the site. This can be a tool of efficiency for agents to deal with the site, with a
large number of policies. The other choice for agents is to enable the agent to upload policy
information, using software such as has been ordered via the choice above. Preferably the site includes

software designed to communicate with existing programs used by agents for tracking their policies,



WO 2005/089109 PCT/US2005/006175
12

such as Goldmine, for example.

[0052] Fig. 9 shows the "swap my policy" feature. Here, a potential seller can enter minimal
information, on a policy which is not already in the system. As noted, these include age, sex, height,
weight, and health status. They can be entered with a pulldown screen or window that enables the user
to select from a number of different choices. This can be the manner in which the other choices
function, as well. The user of the system can then either select "show current appraised value" or
"calculate the appraised value". The former is, only for the case where the user's policy data is already
in the system, and is part of the tracking described in Fig. 8. The option to calculate appraised value
will give an approximate range of values for the policy based on the information entered by the user,
for policies that are not already in the system. As seen in Fig. 9, the user is also prompted to enter his
current annual premiums, the number of years premiums are due, and the face amount of the policy.
The calculation of the approximate value is then done automatically, and in an output screen, as
indicated in the drawing, the system algorithms will indicate the annual savings that could be realized
by selling the policy for the approximate value and purchasing a new policy. This output is based on
algorithms which have currently been used by life settlement brokers A, B, C, and D in Fig. 1, for
calculating an approximate current value of an in force policy. It is based on not only information such
as shown in the upper part of Fig. 9, but also more detailed medical information, input after review of
critical medical and personal information of the insured, including a review of actual medical records.
The calculation is also based on typical algorithms used by insurance underwriters to determine the
premiums for a new insurance policy based on personal and medical history, etc. With the use of these
two types of algorithms, the software of the system can automatically make a comparison of current
premiums with a new policy, with the same face amount or a higher face amount for the policy, etc.,

~ and display this to a user who wants to explore selling his policy. Note that in Fig. 8, the option "notify
me when it's time to sell", can be an automatic calculation based on the above description, with the two
types of algorithms in the system. The conclusion that the time is right to sell a policy being tracked is
based on economic advantage of the policy holder in the event of such sale and "swapping" of a policy
for a new policy.

[0053] Fig. 10 illustrates communications between one embodiment of the present invention and
other entities. Arrows represent communications, such as, but not limited to, documents, emails,
facsimiles, correspondence, etc. between the indicated parties. Some of the arrows have a dollar
indicia ($) to indicate possible flow of funds associated with transactions. In one embodiment of the
present invention, all such communications and associated transactions are placed into a permanent
log, for example, on a per-case basis, on a server for such purposes as reviews, audits, compliance
checks, etc. Such a permanent log may be useful for complying with regulations.

[0054] The online website auction of the invention provides a far more efficient system for buyers
and sellers in viatical and life settlement transactions. This will promote a higher price to the seller,

approaching the fair market value for the transaction, and it will also aid the buyer to avoid paying too
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much for a particular policy.

[0055] The above described embodiments are intended to illustrate the principles of the invention,
but not to limit its scope. Other embodiments and variations to these embodiments will be apparent to
those skilled in the art and may be made without departing from the spirit and scope of the invention as

defined in the following claims.
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CLAIMS

What is claimed is:

1. A method for efficiently buying and selling in-force life insurance policies, comprising:

establishing an online database for storing information concerning in-force life insurance
policies as needed for evaluation by a buyer of such policies;

finding life insurance policies whose owners are willing to entertain offers to buy their
policies;

obtaining from such owners critical financial and medical underwriting information relating to
the policy of each owner, as needed for evaluation by a potential buyer;

organizing such information and categorizing the information within the database as to
parameters of various medical and financial information, for review online by investors and
potential buyers of policies; and

requiring a pre-arranged membership for a plotential buyer to have access to online information
concerning insurance policies, whereby information on a large number of insurance policies is brought

before each potential buyer, creating an efficient market for life settlement and viatical transactions.

2. The method of claim 1, including receiving offers online, on an Internet website maintaining the

database.

3. The method of claim 2, including maintaining an auction on the website for at least some of the

insurance policies, to thereby obtain for a policy owner a good and competitive price for a policy.
4. The method of claim 1, further including requiring a pre-arranged membership for a potential policy
seller or agent for a potential policy seller to place information on the insurance policies in the online

database.

5. The method of claim 1, wherein the steps of finding life insurance policies and obtaining information

include using agents for these steps.

6. The method of claim 1, wherein the step of finding life insurance policies comprises advertising to

policy holders and inviting them to place information on the online database.

7. The method of claim 1, wherein the information obtained from owners of life insurance policies

includes personal information.

8. The method of claim 1, wherein the online database is part of an Internet website, and including
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providing a service of appraising in-force life insurance policies after critical financial and medical

information regarding a policy has been provided.

9. The method of claim 8, wherein the website includes provision for a policy owner or agent to give
authorization via the website for access to critical financial and medical information regarding the

insured and the policy.

10. The method of claim 1, wherein the online database is part of an Internet website, and including
receiving e-mail addresses of potential buyers via the website, along with information on parameters of
policies desired to be purchased by each potential buyer, and providing to the potential buyers e-mail
alerts regarding policies that may be of interest to a potential buyer based on desired parameters

supplied by the potential buyer.

11. The method of claim 1, further including offering on the online database a service of tracking a
particular insurance policy at the request of an agent or policy holder, including a service of appraising

a policy after needed policy and medical information is received by the website.

12. The method of claim 11, wherein the service of tracking a policy includes a service of issuing

reminders to a policy holder to pay premiums on the policy.

13. The method of claim 11, wherein the service of tracking a policy includes a service of notifying the
policy holder or agent when the time arises that it would be financially advantageous to sell the policy

in a life settlement transaction.

14. The method of claim 11, wherein the service of tracking a policy includes a website page enabling
a user to request a demonstration of a replacement of the user's policy with a better insurance policy, in

a financially advantageous life settlement transaction.

15. A system comprising:
a web-based communication system having a plurality of communication channels;
a logging system for logging all communications on said plurality of channels; and

a permanent storage system for storing said logged communications.

16. The system of claim 16 wherein said communications are associated with transactions related to

life insurance transactions on a life insurance auction website.

17. The system of claim 16 wherein said permanent storage allows operations selected from the group
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consisting of transaction reviews, audits, and compliance checks.

18. The system of claim 15 wherein said communication channels are capable of communicating with
entities selected from the group consisting of investors, scanning company, life expectancy firms,
medical records, advisors, certified public accountants, financial planners, attorneys, policy owners,
beneficiaries, trustees, agents, brokers, dealers, wholesalers, master general agents (MGAs), and

escrow firms.

19. The system of claim 18 wherein said web-based communication system further comprises an
auction site, a policy exchange, and policy exchange securities, and said auction site, said policy
exchange, and said policy exchange securities communicate with each other and all such

communications are logged.

20. A method comprising:

receiving information on a plurality of insurance policies from a first source selected from the
group consisting of financial planners, attorneys, policy owners, beneficiaries, trustees, agents, brokers,
dealers, wholesalers, and master general agents (MGAs).

receiving estimates based on said plurality of insurance policies from a second source selected
from the group consisting of investors, life expectancy firms, advisors, certified public accountants,
financial planners, attorneys, doctors, underwriters, policy owners, beneficiaries, trustees, agents,
brokers, dealers, wholesalers, master general agents, and escrow firms;

generating information based on said received information on said plurality of insurance
policies and said received estimates based on said plurality of insurance policies;

presenting said generated information to a user selected from the group consisting of investors,
advisors, certified public accountants, financial planners, attorneys, policy owners, beneficiaries,
trustees, agents, brokers, dealers, wholesalers, master general agents, and insurance companies;

receiving transaction information related to one or more of said plurality of insurance policies
from said presented said generated information; and

using said received transaction information to perform an operation selected from the group
consisting of a purchase, a bid, an auction, a transfer, a query, an information request, an order, a sale,

and a transfer of said one or more of said plurality of insurance policies.
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