#

Our progressive underwriting philosophy

To underwrite in an efficient, cost effective
manner from a customer perspective by
basing underwriting decisions wherever
sensible on disclosures made by the
customer.

To reduce the delay, cost and customer
inconvenience associated with obtaining
supporting medical evidence.

To protect the Company’s portfolio by
adopting a high-quality, =~ commonsense
approach to underwriting.

Our progressive underwriting principles
POS Underwriting

Point of Sale (POS) underwriting will be based
on the answers input on the electronic data
capture form being applied to our underlying
underwriting rules.

The POS underwriting review will result in
either Straight Through Processing (STP) or
referral to underwriting.
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Where, in the underwriter's judgement,
sufficient information is available to make a
fair, accurate and prudent decision, the
underwriting decision can be based on
customer disclosure  without supporting
medical evidence. This can be for any level of
Benefit up to automatic medical limits.

There are no automatic General
Practitioner (GPR) limits.

Provided sufficiently detailed information is
available from the customer, the underwriter
will (where possible) apply ratings, exclusions,
postponements and declinatures to the Plan
without medical evidence.

Waiver of Premium Benefit will not be rated
and will either be accepted at standard rates
or with an exclusion or declined.

Exclusions can be applied to Critical lliness
Cover (including TPD) and Income Protection
Cover.



Straight-through processing (STP)

If the application form questions have been
answered satisfactorily, the case can be
processed immediately.

If further information is required, the adviser
has the option to refer to manual underwriting
or proceed online to a series of second level
guestions.

If second level questions are completed with
the customer and they are answered
satisfactorily the case can be processed
immediately.

If second level questions have been answered
but further information is required, the case
will be referred to an experienced underwriter.

There are sample second level questions in
the medical, occupational and avocational
sections of this Guide.

Tele-underwriting

Where the underwriter needs to obtain extra
disclosures or evidence from the customer, if
they have indicated that telephone contact is
acceptable, the underwriters will gather
information over the telephone.

An experienced underwriter talks directly to
the customer obtaining additional medical and
non-medical information on the disclosures
that have been made on the application form.
The underwriter then proceeds to evaluate the
information they have obtained and apply a
decision to the application. The information
obtained over the telephone is used to make
initial  and final underwriting decisions

Validity Periods
Application Form valid for:

Acceptance Terms valid for (after which a Declarati
Standard Terms
Substandard Terms
Standard Terms
Substandard Terms

Mortgage Related
Mortgage Related
Non Mortgage Related
Non Mortgage Related

Is it worth submitting the case or would you like to
know how it might be underwritten?

The Technical Underwriting Helpline will put you
in touch with an underwriter who can assist you
with determining whether it's worth submitting an
application. For instance, your client has received
substandard terms elsewhere and you wonder if
progress from Royal Liver might be more
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including ordinary rates, ratings, exclusion
clauses and declinature.

The underwriter uses drill-down questions to
obtain the key information. The questions are
scripted in such a way as to amplify the nature
of each potentially significant condition
disclosed on the application form. Each
question is carefully scripted to obtain
important risk assessment information. No
irrelevant questions are asked.

The aim is simply to make as many decisions
as possible without resorting to further
evidence such as GP reports and medical
examinations.

In certain circumstances extra disclosure will
be obtained in writing from the client.

Quiality Control Audit Process

To ensure the quality of disclosure made on
the on-line application, a random Quality Audit
Process will be used. A prescribed number of
cases having qualified for STP and been
issued will be selected for this process.

A senior underwriter will ring the customer to
take them through the information that they
have provided on the application to ensure
that all relevant facts have been disclosed.

If non-disclosure becomes apparent the
underwriter will decide whether the Plan can
remain in force, if further medical evidence is
required or in extreme circumstances whether
the Plan needs to be cancelled.

6 months

on of Good Health is required):

6 months

3 months

3 months

1 month

competitive, or they have had a serious or
unusual condition and you're unsure of whether
insurance is available to them.

Call us using the telephone number below and
we’ll give you an indication of what requirements
might be necessary and an estimate on what
terms might be possible (subject to underwriting).
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Life Covers

(Incorporating Level Life Cover, Decreasing Life Cover and Family Income Cover)

Life Cover
Terminal lliness Benefit

Accidental Death Benefit (from application to
Plan acceptance)

Free Cover Benefit (from application to earliest
of Plan acceptance or exchange of contracts)

Benefit Escalation (on Level Life Cover)
Waiver of Premium

Guaranteed Insurability Options
Convert Level to Decreasing Life Cover
Convert Decreasing to Level Life Cover

Increase in Sum Assured or Term

Life with Critical lllness Covers

Underwritten
Not Underwritten

Not Underwritten

Not Underwritten

Available to customers accepted at standard rates
Underwritten

Available to customers accepted at standard rates
Not Underwritten

Underwritten

Underwritten

(Incorporating Level Life Cover, Decreasing Life Cover and Family Income Cover)

Life with Critical lllness Cover
Terminal lliness Benefit

Accidental Death Benefit (from application to
Plan acceptance)

Free Cover Benefit (from application to earliest
of Plan acceptance or exchange of contracts)

Benefit Escalation (on Level Life Cover)
Total and Permanent Disability Benefit
Children’s Benefit

Waiver of Premium

Life Cover Buyback Option

Guaranteed Insurability Options
Increase in Sum Assured or Term
Decrease in Sum Assured or Term

Maximum Critical lliness Cover
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Underwritten
Not Underwritten

Not Underwritten

Not Underwritten

Available to customers accepted at standard rates
Underwritten (Exclusion/change definition)

Not Underwritten

Underwritten

Available to customers accepted at standard rates
Available to customers accepted at standard rates
Underwritten

Not Underwritten

£1,000,000
(including any existing Critical lllness Cover)



Income Protection Cover
Income Protection Cover
Carer’s Benefit
Career Break
Unemployment Break
Benefit Escalation
Guaranteed Insurability Options
Increase Cover/Benefit Amount/Term
Definitions of Incapacity*

Deferred Periods

Waiver of Premium
Waiver of Premium

Definitions of Incapacity*

Deferred Periods

Underwritten

Not Underwritten

Not Underwritten

Not Underwritten

Available to customers accepted at standard rates
Available to customers accepted at standard rates
Underwritten

Occupation Class 1 and 2 = Own Occupation
Occupation Class 3 = Own and Suited Occupation

Occupation Class 4 and Houseperson = Activities of
Daily Working

Occupation Class 1, 2 and 3 = 4, 8, 13, 26 and 52 weeks

Occupation Class 4 and Houseperson = 13, 26 and
52 weeks

Underwriting may change Deferred Period or Definition of
Incapacity or exclude certain risk factors

Occupation Class 1 and 2 = Own Occupation
Occupation Class 3 = Own and Suited Occupation

Occupation Class 4 and Houseperson = Activities of
Daily Working

13 and 26 weeks

*Please note that for some specialised occupations we would apply a different definition of incapacity

to those stated here.

Page 4 of 11



$ %u

Automatic Requirements
Medical Evidence Limits

Life Covers (Incorporating Level Life Cover, Decrea  sing Life Cover and Family Income Cover*)

Age Next Birthday Medical Exam Bloods/Lipids Exercise ECG
<31 >£1,000,000 >£2,500,000 >£5,000,000

31-35 >£750,000 >£2,500,000 >£5,000,000

36 - 40 >£600,000 >£2,500,000 >£5,000,000

41 - 45 >£500,000 >£2,500,000 >£5,000,000

46 - 50 >£400,000 >£2,500,000 >£2,500,000
51-55 >£300,000 >£2,500,000 >£2,500,000

56 - 60 >£200,000 >£2,500,000 >£2,500,000

61 - 65 >£100,000 >£1,000,000 >£1,000,000

>65 >£50,000 >£1,000,000 >£1,000,000

*The Family Income Cover annual Benefit will be halved and then multiplied by the term in order to
determine non-medical limits.

Life with Critical lllness Covers (Incorporating Le vel Life Cover, Decreasing Life Cover and
Family Income Cover*), Income Protection with Criti  cal lllness Cover

Age Next Birthday Medical Exam Bloods/Lipids Exercise ECG
<41 >£400,000 No requirement No requirement
41 - 45 >£300,000 No requirement No requirement
46 - 50 >£150,000 >£400,000 >£400,000
51-55 >£100,000 >£300,000 >£300,000
>55 >£50,000 >£200,000 >£200,000

*The Family Income Cover with Critical lllness annual Benefit will be halved and then multiplied by the
term in order to determine non-medical limits.

Income Protection Cover
Age Next Birthday Medical Exam / Biochemistry Profile

Any >£75,000pa
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For customers up to age 60 for:

- Life Covers (Incorporating Level Life Cover, Decreasing Life Co  ver and Family Income Cover)

- Life with Critical Illness Cover
Status

Divorced, separated or single male
Married, Civil Partnership or widowed male
Female

&(! |

We provide the ability to make confidential
disclosures. Choosing ‘tele-underwriting’ when
completing the HIV questions will mean that an
experienced underwriter will call the customer to
discuss their situation and clarify what is relevant
to disclose and what the implications may be.

No Auto GP Reports

One of the biggest causes of delay in issuing
Plans is the reliance on General Practitioner
Reports (GPR) to support underwriting decision
making. Whilst for some medical histories
obtaining a GPR is unavoidable we believe
obtaining routine reports simply for sum assured
purposes causes unnecessary delay for the
customer. For this reason we will not be obtaining
automatic GPRs for sum assured purposes,
instead we will rely on the customer's duty of
disclosure.

Medical procedures — how do we obtain
evidence?

GPRs will be obtained from the customer’s own
doctor and medical examinations will be
conducted either by the customer’s own doctor or
paramedical nurse.

If other tests and investigations are required both
the Medical Evidence and tests will be provided
by Harley Street Doctors (a specialist medical
services provider).
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HIV Test
>£300,000
>£1,000,000
>£1,000,000

Example of the Medical Point of Sale
(POS) questions:

Asthma

1. Do you suffer with any other lung disease
or disorder?

2. Have you been symptom free and have
had no time off of work in the last 2 years?

3. Within the last 2 years, have you been
admitted to hospital or required long-term
oral steroid treatment?

4. How many attacks do you experience per
annum?



Occupation Class Risk Type of Work

1 Low Risk Professional Managerial work

2 Slight Risk Administration and Supervisory blue collar

3 Moderate Risk Skilled manual work

4 Appreciable Risk Skilled heavy work, Semi skilled
Occupation Class TPD TPD TPD IP 26+ P P woP ClI  ADB

Own Any ADW wk 13wk 4wk

Accountant 1 1 1 std 1 1 1 1 std  std
Solicitor 1 1 1 std 1 1 1 1 std  std
Chemist 2 2 2 std 2 2 2 2 std  std
Shop Assistant 2 dec 2 std 2 2 2 2 std std
Dentist 3 dec 3 std 3 3 dec 3 std  std
Teacher 3 dec 3 std 3 3 dec 3 std  std
Carpenter 4 dec 4 std 4 4 dec 4 std std
Fireman 4 dec 4 std 4 4 dec 4 std  std
Houseperson 4 dec dec std 4 4 dec 4 std std

Guidelines for Armed Forces personnel including Res ervists:

Operating solely in the UK and not on standby, a st  ate of high readiness, on notice to move,
awaiting out of area duties, or awaiting a new post  ing;

All Life Covers Standard Rates

Critical lllness Cover for Armed Forces Offer only restricted benefits i.e. no disability and
accident related benefits allowed

Critical lllness Cover for Reservists Standard Rates with war risks exclusion

Income Protection Cover, Total and Permanent Decline

Disability, and Waiver of Premium Cover for
Armed Forces

Income Protection Cover, Total and Permanent Standard Rates with a war risks exclusion
Disability and Waiver of Premium Cover for

Reservists

War risks exclusion wording:  "No Benefit shall be payable if the circumstances g iving rise to a

claim for Benefit are directly or indirectly attrib utable to participation in any of the volunteer
reserves of the Armed Forces".
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Deployed or deployable outside the UK:

All Life Covers

Non-mortgage related
Cover

All Life Covers

Unprotected Mortgage
Related Cover

Critical lllness Cover,
Income Protection
Cover, Total and
Permanent Disability,
and Waiver of Premium
Cover
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Currently on standby, a state of high readiness, on notice to move,
awaiting out of area duties, or awaiting a new posting — Terms will
depend on individual circumstances and likely future posting. This may
necessitate a postponement until future location is clear.

Currently posted to an area of conflict — Decline

At present this would include Middle East (Bahrain, Egypt, Gaza, Iran,
Iraq, Israel, Jordan, Kuwait, Lebanon, Libya, Oman, Qatar, Saudi Arabia,
Syria, Turkey, UAE, West Bank, Yemen), Afghanistan, Kashmir, Pakistan
and Sierra Leone.

Currently posted to an area of non-conflict — Standard Rates

At present this would include Belize, Cyprus, Canada, Falkland Islands,
Germany, Gibraltar, Kenya and Norway.

For principal private residence (including remortgages, further advances
and unsecured loans. No limitation on date of mortgage (subject to a
copy of the mortgage offer being seen).

Currently posted to an area of conflict — 3 per mille for 2 years

At present this would include Middle East (Bahrain, Egypt, Gaza, Iran,
Iraq, Israel, Jordan, Kuwait, Lebanon, Libya, Oman, Qatar, Saudi Arabia,
Syria, Turkey, UAE, West Bank, Yemen), Afghanistan, Kashmir, Pakistan
and Sierra Leone.

Currently posted to an area of non-conflict — Standard Rates

At present this would include Belize, Cyprus, Canada, Falkland Islands,
Germany, Gibraltar, Kenya and Norway.

Decline.



There are two definitions of income, depending on the employment status of the customer:

1. Definition of income for an Employed Person:

The combined value of pre-tax income for PAYE assessment purposes in the 12 months
immediately before incapacity and the taxable value of benefits listed here that are received from
the employer in the 12 months immediately before incapacity, that are not received during
incapacity lasting longer than the deferred period and that we agreed to insure at the start date:

Living Accommodation (On the sole residence, where the customer is registered to pay Council
Tax)

Company Car (Only one car, provided for private use)
Fuel (For the private use of a fully expensed company car)
Beneficial Loans (but not loans to purchase work related items such as travel season tickets)

Medical Insurance (Critical lllness Cover, Private Medical Insurance, Accident Insurance and
Travel Insurance)

The dividends paid to the shareholders of any private limited company in which the customer is
employed and which represents the customer's share in the net trading profit of that company
from its normal regular business during the 12 months before incapacity. The dividend amount
must stop being paid as a result of the customer's incapacity.

2. Definition of income for a Self Employed Person:

Your share of pre-tax profit from your trade, profession or vocation for the purposes of Schedule D
Case | and Il of the Income and Corporation Taxes Act 1988 in the 12 months immediately before
your incapacity.
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The financial limits have been designed in order to require third party evidence at only the highest
sums. Our online system will perform the financial checks in all other circumstances by asking about
existing cover amounts, reasons for proposed cover, and details such as mortgage amount or salary.
In this way we can accept the majority of cases online without resorting to sending out financial

gquestionnaires.

For personal protection, residential mortgage or ot

Type of Cover

Life Covers

Non earners

Accelerated
Critical lllness
Cover

Non earners

Income
Protection
Cover
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Age Next
Birthday

39 and under

40 to 49

50 to 59

60 and above

All

All

All

All

Maximum Benefit
Calculation

20 x salary plus outstanding
residential mortgage or
personal loan

15 x salary plus outstanding
residential mortgage or
personal loan

10 x salary plus outstanding
residential mortgage or
personal loan

5 x salary plus outstanding
residential mortgage or
personal loan

Maximum benefit is
£1,000,000

8 x salary plus outstanding
residential mortgage or
personal loan

Maximum benefit is
£1,000,000 including any
other existing Critical lllness
Cover

Maximum benefit is
£500,000 including any other
existing Critical lllness Cover

Maximum benefit is
£200,000 per annum

her loan-related business

Financial Evidence

Requirements

£1,000,000 and over:

Financial questionnaire completed
by adviser/customer

£2,000,000 and over:

Independent information (including
evidence of mortgage or loan if
appropriate)

As above

As above

As above

£1,000,000
Financial questionnaire completed
by adviser/customer

£500,000 and over:
Financial questionnaire completed
by adviser/customer

Financial questionnaire completed
by adviser/customer

Employed £50,000 per annum
Self employed £25,000 per annum
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Top 13 sports: Example of Avocational Point of Sale (POS)
guestions
1 Fixed Wing Aircraft
- Fixed Wing Aircraft
2 Gliding : . .
1. Do you take part in Stunt flying / Aerobatics /
3 Hang Gliding (Non-Powered) Competitions or Record attempts?
4 Helicopters 2. D(I) %/;)u hold a pilot’s licence or are currently a student
pilot?
5 Motor Cycle Sport 3. How many hours do you fly or expect to fly per
6 Motor Sport annum?
7 Mountaineering Scuba Diving
8 Parachuting 1. Are you trained by BSAC or PADI, and remain a
?
9 Paragliding and Parascending member: _ ,
_ _ 2. What are the maximum depths of your dives?
10 Potholing and Caving 3. Have you received any formal training from PADI,
11 Powered Hang Gliding BSAC or SSI?

. 4. Are you a diving professional or are you always
12 SCUBA Diving accompanied by a diving professional when you dive?

13 Yachting and Sailing 5. Do you take part in wreck, pit, quarry, altitude, mixed
gas or decompression diving?

6. Do you take part in cave diving?

y !
Travel and Residency Point of Sale (POS) question:

Have you any intention of living or travelling outside the UK other than for trips of less than
one month to Europe, North America, Australia or New Zealand?

If a customer answers ‘Yes’ to this question they are required to provide details of the countries they
are visiting, the reason for the visit and the intended length of stay. With this information to hand the
underwriter can assess the risk and decide the correct decision for each Benefit applied for. The
question will ask “Are you a resident of this country?” for each country listed as being lived in or visited.
‘This country’ refers to the listed one and not the UK.

FOR ADVISER USE ONLY

Progress is a trading name of Royal Liver Assurance Limited. Royal Liver Assurance Limited is an incorporated
Friendly Society, Register No 35 Coll. It is authorised and regulated by the Financial Services Authority.
Registered office: Royal Liver Building, Pier Head, Liverpool L3 1HT.

July 2010
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