
GA!! v ! Report to the Chairman, Subcommittee on 
Commerce, Consumer Protection, and 
Competitiveness, Committee on Energy 
and Commerce, House of Representatives 

July 1988 HEALTH 
INSURANCE 

Hospital Indemnity 
and Specified Disease 
Policies Are of Limited 
Value 

GAO/HRD-8%93 





Human Resources Division 

B-230452 

July 12, 1988 

The Honorable James J. Florio 
Chairman, Subcommittee on Commerce, 

Consumer Protection, and Competitiveness 
Committee on Energy and Commerce 
House of Representatives 

Dear Mr. Chairman: 

This report discusses state regulation of policies and practices for hospital indemnity and 
specified disease insurance and presents information on the types of coverage provided 
under those policies and the percentage of premiums returned to policyholders as benefits, 

As requested by your office, we did not obtain comments on this report. Unless you publicly 
announce its contents earlier, we plan no further distribution of this report for 30 days. At 
that time, we will send copies to interested parties and make copies available to others on 
request. 

Sincerely yours, 

Lawrence H. Thompson 
Assistant Comptroller General 



Executive Summary 

than the model; for example, two states allowed hospital indemnity poli- 
cies to pay one-third and one-half of NAIC’S minimum suggested daily 
indemnity amount. 

Many Loss Ratios Were 
Below the NAIC 
Benchmark 

GAO obtained loss ratio data for 185 hospital indemnity policies sold by 
69 insurers and 217 specified disease polices sold by 50 insurers; each 
policy had earned premiums of $100,000 or more in either 1985 or 1986. 
NAIC’S recommended benchmarks for anticipated loss ratios and the 
anticipated loss ratios established by the states GAO visited ranged from 
45 to 65 percent. For the 5-year period, 1982-86,52 percent of the hospi- 
tal indemnity policies and 36 percent of the specified disease policies 
had 5-year average loss ratios below 45 percent. (See pp. 27-32.) 

Hospital Indemnity and Hospital indemnity and specified disease policies provide narrow protec- 

Specified Disease Policies tion. These policies are a poor substitute for more comprehensive pro- 

Are of Limited Value tection because they provide limited, fixed benefits without provisions 
for inflation, and benefits are paid only if the insured is confined to a 
hospital or contracts the covered disease. Assuming limited funds for 
health insurance, a consumer’s best course of action would be to pur- 
chase coverage for the broadest set of possible contingencies. 

Hospital indemnity policies generally pay benefits only if the insured is 
confined to a hospital or for conditions directly associated with a hospi- 
tal confinement. The average cost of a day in a hospital exceeds $500, 
and a hospital indemnity policy (which may pay only $30 per day) 
makes a relatively minor contribution toward meeting those costs. Medi- 
care and other comprehensive medical plans will pay substantial por- 
tions of an insured’s hospital expenses and also provide coverage for 
outpatient treatment. 

Specified disease policies cover only the named disease or diseases, but 
Medicare and comprehensive medical plans cover a wide spectrum of 
diseases and conditions requiring medical treatment. 

Policy Provisions and Hospital indemnity and specified disease policy provisions and limita- 

Limitations Exhibit Many tions vary widely, and the more expensive policies do not necessarily 

Differences offer the most favorable provisions. Individuals considering purchasing 
these types of policies would be wise to shop for provisions that meet 
their needs. 
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Jkecudve Summary 

restrict the sale of specified disease policies. State officials told us that, 
between 1976 and 1980, two of the other states GAO visited had banned 
the sale of specified disease insurance, but as a result of subsequent 
court actions, the states removed the bans. Two states GAO visited advise 
consumers against buying specified disease insurance. (See pp. 13-14 
and 42-43.) 

Five-year average loss ratios were 53 percent for 185 hospital indemnity 
policies and 58 percent for 217 specified disease policies. Those ratios 
mean that, on average, less than 60 cents of each premium dollar was 
returned to the policyholders in benefit payments or used to increase 
reserves against future claims. The portion of earned premiums that is 
not returned to policyholders is available for marketing, administration, 
and profit. (See pp. 29-32.) 

All 12 states GAO visited had educational programs to help consumers 
choose health insurance, and several states placed special emphasis on 
educational programs and publications for senior citizens. Seven of the 
states had procedures for reviewing insurance advertising material, and 
all 12 had personnel who try to resolve consumer complaints about 
insurance. (See pp. 39-43.) 

A consumer intending to purchase a hospital indemnity or specified dis- 
ease policy would do well to shop around because available policies 
offer substantially different benefits at widely varying costs. (See pp. 
32-36.) 

GAO’s Analysis 

State Regulations Vary 
Considerably 

The 12 states GAO visited varied substantially in the requirements they 
placed on insurers offering hospital indemnity and specified disease pol- 
icies. NAIC developed model laws and regulations covering these types of 
insurance, and 5 of the 12 states had adopted rules similar to the NAIC 
model. The other 7 states’ rules varied substantially from those sug- / 

’ gested by NAIC. Some of the variations from the NAIC model were more 
restrictive than the model; for example, two states banned specified dis- 
ease policies, and three states required higher anticipated loss ratios for 
hospital indemnity policies sold to persons age 65 years or older than 
the NMc-suggested benchmark. Other variations were less restrictive 
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Executive Summmy 

GAO reviewed 98 hospital indemnity policies offered by 40 companies 
and 64 specified disease policies offered by 23 companies. GAO analyzed 
key features affecting policy value, such as waiting periods, coverage of 
preexisting conditions, and age-related restrictions, and found that: 

l While 11 hospital indemnity policies had waiting periods-the time 
after policy purchase during which no benefits will be paid-of up to 30 
days, the other 87 did not. For specified disease policies, 53 had waiting 
periods, ranging from 30 to 120 days, and the other 11 did not. (See pp. 
19-20.) 

l Fifty-five specified disease policies excluded coverage for any condition 
that was manifested before policy purchase, but nine would cover such 
conditions after periods ranging from 6 to 24 months. Sixty-nine hospi- 
tal indemnity policies did not exclude coverage for preexisting condi- 
tions but would cover such conditions only after periods of up to 24 
months after purchase. (See pp. 20-22.) 

l Forty-four hospital indemnity and 8 specified disease policies reduced 
benefits, increased premiums, or terminated coverage when the policy- 
holder became a senior citizen (generally at age 60 or 65); 11 hospital 
indemnity and 3 specified disease policies were marketed only to people 
age 59 years or older. (See pp. 23-24.) 

After GAO began work, the House Committee on Energy and Commerce 
asked the Federal Trade Commission to conduct a comprehensive study 
of certain health insurance advertising materials. To avoid overlapping 
with that study, GAO concentrated on state consumer protection and 
education efforts. All of the states GAO visited had some consumer pro- 
tection and education activities related to health insurance. (See pp. 41- 
43.) 

Recommendations GAO is making no recommendations. 

Agency Comments Agency Comments GAO sought the views of responsible federal, state, and industry GAO sought the views of responsible federal, state, and industry officials officials 
during its work, and their views are incorporated in the report where during its work, and their views are incorporated in the report where 
appropriate. appropriate. 
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Chapter 1 

Introduction 

On March 3 1,1987, the Chairman of the Subcommittee on Commerce, 
Consumer Protection, and Competitiveness, House Committee on Energy 
and Commerce, requested that we review hospital indemnity and dread 
disease (also called specified disease) insurance policies to see if they 
provide consumers a minimum level of protection at a reasonable price. 
The Chairman was particularly interested in the percentage of premi- 
ums returned as benefits to policyholders and the effectiveness of state 
regulation in protecting consumers-especially the elderly-from 
deceptive marketing materials and inadequate policies. 

Hospital Indemnity Hospital indemnity insurance pays a fixed amount-such as $30-for 

and Specified Disease 
each day the insured is in a hospital, up to a designated number of days. 
These benefits are not based on actual expenses and should be consid- 

Insurance ered as supplements to broader forms of coverage. Benefits are typically 
payable directly to the policyholder and may be used for any purpose. 

Specified disease insurance provides coverage for the treatment of a 
specified disease or diseases, most commonly cancer. These policies gen- 
erally pay a fixed amount- such as $ loo-for each day of hospitaliza- 
tion or outpatient treatment. Some policies may provide one or more of 
the following benefits: 

. Reimbursement on a fee schedule or reimbursement based on a percent- 
age of usual and customary charges in the area for such services as 
chemotherapy, surgery, and anesthesia, which may be limited by a pol- 
icy maximum. 

. Payment of a first occurrence benefit upon diagnosis of a covered dis- 
ease, such as $1,000 when the policyholder is diagnosed as having 
cancer. 

Hospital indemnity and specified disease policies are not Medicare sup- 
plemental, or Medigap, policies. Medigap policies cover some of the 
“gaps” in Medicare, such as deductibles and coinsurance, and such poli- 
cies sold to persons eligible for Medicare by reason of age are subject to 
certain minimum standards under section 1882 of the Social Security 
Act. Hospital indemnity and specified disease policies are not subject to 
federal standards and are regulated by the states. 

State Regulation of 
Insurance 

Regulating the insurance industry has traditionally been a state func- 
tion, accomplished through the state offices of commissioners, directors 
or superintendents of insurance. The McCarran-Ferguson Act (Public 
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Chapter 1 
Ilmodllctlon 

and specified disease insurance and related marketing materials and 
compare and contrast state requirements and policies with the NAIC 
model. In addition, we agreed to obtain and analyze the premiums 
earned and benefits paid on these types of policies for the last 5 years, 
where such data were available. 

We did our work at the insurance departments in Arizona, Connecticut, 
Delaware, the District of Columbia, Louisiana, Maryland, Massachusetts, 
Missouri, New Jersey, Pennsylvania, Rhode Island, and Texas. We 
selected these states judgmentally to 

. include those with a substantial portion of elderly persons (the states 
selected had about 27 percent of the population over 65 years of age and 
about 27 percent of all Medicare beneficiaries), 

. include states that have banned or restricted the sale of specified dis- 
ease insurance, and 

. provide geographic diversity. 

In these states, we collected annual accident and health policy experi- 
ence exhibits covering 1982 through 1986, which contain nationwide 
data on earned premiums and paid claims. These exhibits are prepared 
by insurance companies and submitted to state insurance departments. 

We obtained exhibits for 69 hospital indemnity insurers and 50 specified 
disease insurers. The insurers were identified as the major providers of 
these types of policies by the Health Insurance Association of America 
(HIAA), by the insurance departments we visited, and from information 
obtained from the Argus Chart of Health Insurance, a publication that 
identifies insurers’ lines of business and contains some financial data on 
the insurers. HIAA’S 1985 membership survey results indicated that its 
member companies collected about $680,000,000 in premiums on hospi- 
tal indemnity insurance. No comparable estimate of specified disease 
insurance premiums exists. Prom the company exhibits available 
through the insurance departments, we extracted national premium, 
claim, and loss ratio data for all policies with earned premiums of 
$100,000 or more in either 1985 or 1986-a total of 185 individual hos- 
pital indemnity and 217 individual specified disease policies. 

We also obtained copies of 98 of the 185 hospital indemnity policies 
offered by 40 companies and 64 of the 217 specified disease policies 
offered by 23 companies along with premium rate information. We com- 
pared these individual policies to NAIC’S Individual Accident and Sick- 
ness Insurance Minimum Standards Act and implementing regulations. 
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Chapter 1 
IIltToducdon 

Law 79-15), enacted in 1945, expressed the desire of the Congress that 
the states continue to have primary responsibility for regulating the 
insurance industry. Each state regulates health and accident insurance, 
of which hospital indemnity and specified disease policies are a part, in 
accordance with its laws and procedures. State regulatory processes 
generally include 

. prior approval of policies after a review for policy readability, use of 
standardized policy terms, and compliance with minimum standards; 

l premium rate monitoring or control; and 
l monitoring of unfair or deceptive advertising or trade practices. 

The Role of NAIC The National Association of Insurance Commissioners (&AK) is an organ- 
ization of the chief insurance regulatory officials of the 50 states, the 
District of Columbia, and the U.S. territories? that provides a forum for 
the exchange of ideas and the formulation of uniform regulatory poli- 
cies. NAIC'S objective is to assist the states in improving state regulatory 
activities. It also provides a framework for discussing common prob- 
lems, standardizing the annual reporting of financial information by 
insurance companies, and developing model legislative acts for adoption 
by the individual states. Each state is free to adopt or reject the NAIC 
models or to tailor the models to meet its own needs. 

NAIC has developed an Individual Accident and Sickness Insurance Mini- 
mum Standards Act and implementing regulations. These model stan- 
dards and regulations apply to a class of insurance that includes both 
hospital indemnity and specified disease insurance. Additionally, NAIC 
has standardized the format for all insurance company annual reports, 
including the annual Accident and Health Policy Experience Exhibit, on 
which companies report data on premiums, paid claims, and loss ratios 
for individual hospital indemnity and specified disease insurance poli- 
cies. NAIC has also developed rules governing advertisements for 
insurance. 

Objectives, Scope, and The Chairman requested us to review the states’ effectiveness in regu- 

Methodology 
lating hospital indemnity and specified disease policies and to determine 
whether marketing materials used to sell these policies are deceptive. In 
later meetings with the Subcommittee’s office, we agreed to describe 
variations among states in regulating practices for hospital indemnity 

‘We will refer to these different jurisdictions as states in this report. 
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chapter 1 
Introduction 

We contacted relevant interest and advocacy groups, such as NAIC, HIM, 
and the American Association of Retired Persons, to obtain the views of 
the industry, regulators, and consumers about the value of hospital 
indemnity and specified disease insurance. In addition, we contacted rel- 
evant federal agencies, including the Health Care Financing Administra- 
tion (HCFA), FTC, the Federal Communications Commission, and the 
Postal Service, to determine the extent of their jurisdiction in this area. 
We found that none of these agencies was directly involved in the regu- 
lation of either type of insurance. 

None of the state insurance departments, interest groups, or federal 
agencies could give us detailed information on policyholders’ demo- 
graphic characteristics, such as age, income, race, sex, or geographic 
area. We were also unable to locate data on whether policyholders of 
hospital indemnity or specified disease insurance have other types of 
health insurance coverage. 

Our fieldwork was performed from May 1987 through February 1988 in 
accordance with generally accepted government auditing standards. As 
requested by the Subcommittee, we did not obtain written comments 
from the federal and state agencies involved; however, we did seek the 
views of responsible officials during our work and incorporated their 
views in the report where appropriate. 
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chapter 1 
Introduction 

We reviewed these policies to determine the type of benefits provided 
and the policies’ general provisions, such as length of waiting period, 
preexisting conditions clauses, and type of renewability. As reported in 
the next chapter, several policies we reviewed did not meet the NAIC 
model standards; however, many state requirements also did not meet 
the NAIC model. The policies we reviewed were approved by the states 
from which we obtained them and, thus, were required only to meet the 
standards of those states. 

Our analysis was limited to reviewing policies issued to individuals and 
did not include group policies. Individual policies are generally identi- 
fied by policy form number on the companies’ annual policy experience 
exhibits. Group policies issued by an insurance company generally are 
reported in the aggregate and not itemized by policy. Therefore, fiian- 
cial information is generally not available for particular group policies. 
Although we reviewed individual policies only, available information 
indicates that they account for the majority of hospital indemnity and 
specified disease premiums. HIAA's 1985 membership survey results 
indicated that 68 percent of total premiums for hospital indemnity 
insurance were paid by holders of individual policies. This survey did 
not cover specified disease policies, but HIAA officials said they believe 
that most specified disease premiums are also from individual policies. 
An NAIC representative concurred with this assessment. 

During our work at the 12 insurance departments, we obtained informa- 
tion on various laws, regulations, and procedures governing the 
approval and marketing of hospital indemnity and specified disease pol- 
icies. We also reviewed their regulatory activities, including enforcement 
procedures for minimum standards laws, monitoring of loss ratios, per- 
formance of market conduct studies, management of policyholder com- 
plaints, and efforts to educate consumers, In the states that have 
banned or restricted the sale of specified disease insurance, we also dis- 
cussed with state officials the states’ reasons for doing so. 

After we began our work, the House Committee on Energy and Com- 
merce asked the Federal Trade Commission (FTC) to conduct a compre- 
hensive study of advertising materials for Medicare supplemental and 
specified disease insurance. To avoid overlapping that study and 
because the states we visited generally did not retain advertising materi- 
als, we concentrated on describing state efforts to protect consumers 
from deceptive advertising materials, assist consumers who have com- 
plaints, and educate consumers about health insurance matters. 
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Chapter 2 
AnaIy~ Of State Ibquirementa and !3elected 
Inmuance Policy Provisiona 

State officials told us that, between 1976 and 1980, Missouri and Penn- 
sylvania had banned the sale of specified disease insurance, but as a 
result of subsequent court actions, the states removed the bans. 

Comparisons of Policy State minimum requirements for hospital indemnity and specified dis- 

Provisions and 
ease insurance policies vary considerably, and the policies approved by 
the states we visited exhibit a wide variety of policy provisions. Where 

Benefits possible, we compared the model provisions with the requirements of 
the 12 states we visited. We also compared the provisions of 98 hospital 
indemnity and 64 specified disease insurance policies. 

The 98 hospital indemnity policies were marketed by 40 companies, 
Eighty-five of the policies provided benefits for hospital stays due to 
sickness or accident; the other 13 covered hospital stays only for sick- 
ness (5 policies) or accidents (8 policies). Total nationwide premiums for 
the 98 policies were more than $291 million for calendar year 1986. 

The 64 specified disease policies were marketed by 23 companies. Fifty- 
three covered cancer only, and nine covered cancer and other diseases, 
such as poliomyelitis, muscular dystrophy, and spinal meningitis. Two 
of the policies covered heart attack and stroke only. Total nationwide 
premiums for the 64 policies were more than $149 million for calendar 
year 1986. 

In the following sections, we discuss a number of the policy provisions, 
and related state requirements, that are important in assessing the poli- 
cies’ value. 

Basic Hospital Indemnity The basic daily payment for hospital indemnity and most specified dis- 

Benefits and Benefit ease policies is the amount of money the insured receives for each day 

Periods of confinement as a hospital inpatient. A benefit period is the maximum 
number of days for which the insured would receive payment for any 
one hospital confinement. The longer the benefit period, the greater the 
amount of benefit payments the policyholder could potentially receive 
from a policy, if hospitalized for a long period of time. 

The NAIC model’s provision pertaining to hospital indemnity policies says 
the minimum benefit should be at least $30 per day for at least 3 1 days 
during any one period of confinement. Requirements in four states were 
at least as stringent as the model. For cancer policies, the model says the 
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Analysis of State Requirements and Selected 
Insurance Policy Provisions 

Requirements applicable to hospital indemnity and specified disease pol- 
icies vary considerably from state to state. Also, policies approved by 
the states contain a wide variety of policy provisions and offer different 
coverages. We analyzed state requirements in four areas (waiting peri- 
ods, preexisting condition exclusions, coverage for confinements in gov- 
ernment hospitals, and renewability provisions) selected because they 
were covered by NAIC'S generic suggested standards for all forms of acci- 
dent and sickness insurance. We also selected three areas for which KAIC 
had developed suggested standards specifically for hospital indemnity 
and/or specified disease insurance (daily indemnity amount for both 
insurance types and coverage of related conditions and method of diag- 
nosis for specified disease). 

State Requirements NAIC developed an Individual Accident and Sickness Insurance Minimum 
Standards Act and implementing regulations (which we refer to as the 
NAIC model) for the states to use in designing their regulatory programs. 
The NAIC model was developed to cover all types of accident and health 
insurance, not specifically for hospital indemnity and specified disease 
insurance. However, the model does include a few provisions directed at 
these types of insurance, and the states may apply other provisions of 
the model to such insurance. 

Five of the 12 states we visited-Connecticut, Delaware, Massachusetts, 
New Jersey, and Rhode Island-have laws regulating health insurance 
based largely on the NAIC model. The other seven states-Arizona, the 
District of Columbia, Louisiana, Maryland, Missouri, Pennsylvania, and 
Texas-have laws that vary substantially from the model. NAIC’S sug- 
gestions and the various state requirements are discussed in the next 
section. 

Several states have banned or restricted the sale of specified disease 
policies. These state actions were based on beliefs that this insurance 
provides little protection or is of little value to the consumer. Connecti- 
cut and New Jersey will not approve the sale of specified disease insur- 
ance policies. Massachusetts permits the sale of specified disease 
insurance provided the following restrictions are met: 

l Policies must provide coverage for at least 12 illnesses. 
l Policies can be sold only as a supplement to basic hospital insurance. 
. Specified disease insurance cannot be sold to persons over age 65. 

Page 13 GAO/HRD-&S93 Health Insurance 



Chapter 2 
Analyaia of State Requimments and Selected 
Insurance Policy Provision8 

1 year, and 10 had benefit periods of 6 months. Benefit periods of the 
other 10 policies ranged from 400 days to 5 years. 

Sixty-two of the 64 specified disease policies reviewed covered cancer, 
and 53 of them had a daily indemnity benefit (the other 9 policies paid 
benefits on an expense-incurred rather than an indemnity basis). Of the 
53 with an indemnity benefit, only 16 met the basic requirement of the 
NAIC model with indemnity benefits of at least $100 per day for 365 
inpatient days. Fifteen of them would pay $100 or more, but the time 
period was limited to 90 days or less. The other 22 would pay daily ben- 
efits of $14 to $90, and 17 of those policies also limited the benefit 
period to 90 days or less. 

Benefits in Addition to 
Basic Daily Indemnity 
Payments 

Most hospital indemnity and specified disease policies offered benefits 
in addition to the basic daily indemnity amount. We identified 29 addi- 
tional benefits that were offered in one or more policies. Table 2.1 
shows, for each additional benefit, the number of policies containing the 
benefit. 

Table 2.1: Benefits in Addition to Basic Benefit Payments in Hobpital Indemnity and Specified Disease Policies 
Number of policies offerina the benefit Examples of additional coverage in 
Hospital indemnity Specified disease specified disease policies 

Total number of policies revtewed 
Coverage not excluded for: 

Mental illness 

96 64 

51 

Maternitv 22 

Other specified diseases 

Higher payments for: 

2 

Confinement In Intensive care unit 25 

Confinement due to cancer 13 

Dismemberment 13 

Confinement due to heart attack 12 

Acctdental death 6 

Emergencies (accidents) 2 

Increased benefit for simultaneous 
confinement of insured and 
smuse 

20 

Warver of premium after long periods 
of confinement 

Increased benefits for long-term 
policyholders or long-term 
confinements 

20 

15 

(conttnued) 
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chapter 2 
Am&h of State Requirements and Selected 
rnmuulce Policy ProvlEiona 

minimum daily benefit for hospital confinement should be $100 for at 
least 365 days, and two states had similar requirements. 

Connecticut and Delaware had minimum benefit requirements for hospi- 
tal indemnity insurance the same as those in the NAIC model. Four states 
specified the 31-day benefit period but required minimum daily indem- 
nity amounts different from NAIC: Texas required a $15 daily minimum; 
New Jersey, $40; Rhode Island, $50; and Pennsylvania, $10. Maryland 
and Massachusetts required the $30 daily minimum recommended by 
NAIC but did not specify a minimum benefit period. The remaining states 
did not require minimum daily indemnity amounts. 

Concerning specified disease insurance, Delaware and Pennsylvania had 
requirements similar to the NAIC model. Massachusetts required speci- 
fied disease policies that provide hospitalization benefits to pay a daily 
indemnity of $150 or actual charges, whichever is lower, for 60 days. 
Maryland required specified disease policies paying on an indemnity 
basis to pay at least $30 per day, and Texas required a minimum benefit 
of $50 per day for such policies. The remaining states either did not 
require minimum daily indemnity benefits (five states) or had banned 
the sale of specified disease insurance (Connecticut and New Jersey). 

The hospital indemnity policies we reviewed generally were marketed 
with different daily benefit amounts. For 87 policies, the purchaser gen- 
erally could select varying amounts of daily benefits provided under the 
policies, with the premiums increasing as the benefit amounts increased. 
Most often, this choice was expressed in increments of $10 per day, but 
other increments ranged from $1 to $25 per day. For nine policies, the 
policy document or an accompanying rate schedule expressed choices in 
monthly or weekly increments, and the benefits were prorated on a 
daily basis. Three other policies offered a fixed daily benefit, but accom- 
panying rate information indicated that the purchaser could buy addi- 
tional weekly or monthly indemnity amounts that may or may not be 
prorated on a daily basis. Eight policies offered a benefit in a fixed 
amount, ranging from $15 to $60 per day. 

Of the 98 hospital indemnity policies we reviewed, the benefit periods of 
96 exceeded the minimum 31 days recommended by NAIC. The other two 
policies refer to a maximum benefit period stated in a separate docu- 
ment that was not attached to the policy we reviewed. Of the 96 policies, 
47 would make payments to the insured for as long as any hospital con- 
finement continued. Twenty-nine of the policies had benefit periods of 
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c-N-2 
Alulysie of stare Ileqdrement9 and selected 
llllmmnce Policy ProvM0M 

Eighty-five of the 98 hospital indemnity policies offered at least one 
additional benefit. Sixty-two of the 64 specified disease policies offered 
at least one additional benefit. Table 2.2 shows the number of additional 
benefits per policy, by type of policy. 

Table 2.2: Number of Benefits in Addition 
to the Basic Benefit Payments Per Policy Number of policies 

Number of additional benefit8 offered Hosdtal indemnitv Swtcified disease 
4 

2 21 1 

3 10 2 

4 18 1 

5 13 2 

6 2 

7 2 3 

9 4 
10 16 

11 7 

13 5 

TOtlll 

Related Conditions or 
Diseases 

A related condition or disease is one that is caused or aggravated by the 
specified disease or results from side effects or complications from 
treatment of that disease. For example, the use of radiotherapy or che- 
motherapy to treat cancer might cause side effects or complications 
requiring additional care. 

The NAIC model says that specified disease policies should provide bene- 
fits not only for the specified disease but also for any other condition or 
disease directly caused or aggravated by the specified disease or the 
treatment of that diseas& Of the 10 states we reviewed that did not ban 
the sale of specified disease insurance, only Delaware had provisions for 
related conditions or diseases similar to NAlC'S. 

Of the 64 specified disease insurance policies reviewed, 14 provided ben- 
efits for conditions or diseases that are caused or aggravated by the 
specified disease or its treatment. The other 50 policies did not cover 
related conditions or diseases. 
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Number of policies offering the benefit Examples of additional coverage in 
Hospital indemnity Specified disease specified disease policies 

Additional services or supplies 
covered: 

Fiadtation or chemotherapy 

Blood or plasma 

Ambulance or other transportation 

Private dutv nurse In hospttal 

58 28 pay actual and 17 pay usual and 
customary charges, 25 Impose a 
lifetime maximum of $500 to $3,060 

52 31 pay actual and 17 pay usual and 
customary charges; 24 impose a 
lrfetrme maxrmum of $150 to $1,500 

52 30 pay actual charges up to a pokey 
limit; 22 impose a lifetime maxrmum of 
$250 to $2,000 and 2 pay for 1 tnp. 

52 40 pav actual charaes UD to a DOIICV 
limit; i7 impose a IJetrmk maximum of 
$250 to $4.500. 

Surgery 

Anesthesia 

2 51 

51 

.~ 
43 pay actual charges based on a fee 
schedule; 4 Impose a lifetime maxrmum 
of $1,500 to $5,000. 

34 pay actual charges up to a pokey 
limrt and 10 pay actual charges based 
on a fee schedule; 5 impose a lrfetrme 
maximum of $130 to $700. 

Medicines or drugs 40 27 pay actual charges, up to a pokey 
limit; 4 impose a lrfetime maxlmum of 
$250 

Prosthesis 21 10 pay usual and customary charges. 2 
impose a lifetime limit of $1,000. 

Nurse-at-home 13 

Convalescent home or skilled 8 
nursing care 

14 7 pav actual charaes UD to a DOIICV limrt 
and 7 pay an rnd<mnit); benefit. there 
are no lifetime limits. 

Home health agency 1 14 12 pay an indemnity benefit; there are 
no lifetime limits. 

Hospice 13 7 pay an indemnity benefit and 6 pay 
actual charges up to a pokey limit, 7 
impose a lifetime maximum of $1,500 to 
$6,000 

Outpatient physician services 12 4 pay usual and customary charges. 4 
pay actual charges up to a policy Irmrt, 
and 4 pay an indemnity benefit; 2 
impose a lifetime maximum of $350 or 
$500. 

Inpatient phvsician services 2 

Lump-sum payments 12 11 All are an indemnity benefit 10 
contained a progressive benefit, which 
increased the benefit by $15 to $40 for 
each month the policy was in force, 
untrl a diagnosis was made or the 
oolicvholder reached a specified aae. 

Disabrlitv income payments 12 

Policy builds cash value 1 
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Of the 64 specified disease policies we reviewed, none had elimination 
periods, but 53 had waiting periods. Forty-one policies had a 30-day 
waiting period, and the other 12 had 60-, 90-, or 120-day waiting peri- 
ods. Of the 53 policies, 32 would exclude forever coverage for a speci- 
fied disease diagnosed during the waiting period, 20 would cover the 
specified disease after 2 years, and the other would cover the disease 
after 6 months. Thirteen of the 53 policies would permit the policy- 
holder to cancel the policy and get a refund of premiums paid if the 
policyholder was diagnosed as having the specified disease during the 
waiting period. 

Preexisting Conditions A preexisting condition is a health condition that the policyholder had 
before the policy became effective. Many health insurance policies 
include provisions limiting payments for preexisting conditions. The 
more restrictive such provisions are, the less in benefits a policyholder 
is likely to receive under the policy. Generally, the definitions of pre- 
existing conditions include conditions that were manifest during a set 
number of months before the effective date of the policy for which (1) a 
prudent person would be expected to seek medical advice or treatment 
or (2) the policyholder actually sought medical advice or treatment. The 
preexisting condition provision precludes payment for such conditions 
for a number of months after the policy becomes effective. 

Specific conditions may also be excluded from coverage. Many specified 
disease policies exclude payment for any covered disease that was diag- 
nosed or treated before purchase of the policy. In effect, this means that 
persons who purchase a specified disease policy after contracting the 
covered disease will receive no benefit. 

For hospital indemnity and specified disease insurance, the NAIC model 
suggests that states prohibit policies that define preexisting conditions 
more restrictively than a condition that was manifest or treated more 
than 60 months (5 years) before the effective date of the policy. Seven 
states had requirements at least as stringent as the model. In cases 
where the application for insurance asks for disclosure, the policy may, 
exclude coverage for preexisting conditions for any amount of time. 
Also, policies may exclude coverage for particular conditions. If the pol- 
icy does not exclude coverage for preexisting conditions or if the appli- 
cation does not ask for disclosure of prior conditions or treatments, the 
model suggests a maximum waiting period of 12 months after the effec- 
tive date of the policy for coverage of preexisting conditions. 
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Connecticut, Delaware, New Jersey, Pennsylvania, and Texas had provi- 
sions in their requirements at least as stringent as the NAIC model. Mas- 
sachusetts and Rhode Island defined a preexisting condition as one that 
was manifest or treated 12 and 36 months, respectively, before the 
effective date of the policy. The other states did not address preexisting 
conditions in their regulations. 

Sixty-nine of the hospital indemnity policies we reviewed had preexist- 
ing condition clauses; the other 29 did not. For eight policies, the clause 
did not say what period of time before the effective date would qualify 
as a preexisting condition, suggesting that any health condition one had 
before the effective date of the policy would invoke the clause. None of 
the remaining (61) policies had time periods that exceeded the 60 
months suggested in the NAIC model. Seventeen of the 69 policies that 
had preexisting condition clauses would preclude payment for 24 
months after the effective date of the policy, which is longer than the 
period suggested by the model. The time periods of the policies with pre- 
existing condition clauses are shown in table 2.3. 

Fifty-five specified policies would never cover losses from a specified 
disease if the disease was manifest or treated before the effective date 
of the policy. The time periods for coverage of a preexisting condition 
and the time to establish such a condition for the other nine policies are 
also shown in table 2.3. 

Table 2.3. Time Periods to Establish a 
Preexisting Condition and for Benefit 
Coverage of Preexisting Conditions 

Time before the policy’s effective date Number of policies 
to establish a preexisting condition Hospital indemnity Specified disease. 
60 months 18 3 

24 months 6 3 
12 months 27 1 

6 months 7 
None stated 8 

Any time before effective date 2 

Other9 3 

Total 69 9 
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Time after the policy’s effective date Number of policies 
that preexisting conditions are covered Hospital indemnity Specified disease* 
24 months 17 8 

12 months 37 1 

6 months 8 

OthersC 7 
Total 69 9 

aFtfty-five poltctes would never pay benefits for any covered dtsease that was mamfest before the pol- 
ICY’S effective date. 

bPreexisttng condtttons clause contatned multtple ttme penods, rangtng from 12 to 24 months 

‘Coverage depended on dtsclosure of preextsttng condmons on the appltcatton, or preexlsttng condl- 
ttons clauses contained multtple time penods, ranging from 0 to 24 months. 

Method of Diagnosis The NAIC model regulation suggests that any specified disease policy 
that makes payment conditional on a pathological diagnosis shall also 
provide that if a pathological diagnosis is medically inappropriate, a 
clinical diagnosis will be acceptable. A pathological diagnosis is based on 
the microscopic examination of tissue or blood and in some circum- 
stances can be performed only after death. A clinical diagnosis may be 
based on a physician’s examination, X-ray studies, and laboratory tests. 
Of the 10 states that have not banned the sale of specified disease insur- 
ance, Delaware, Maryland, and Massachusetts have incorporated this 
NAIC provision in their requirements. The other seven made no reference 
to this provision in their requirements. 

Thirteen of the 98 hospital indemnity policies provided additional pay- 
ments if the policyholder contracted cancer. Ten of those policies 
required a pathological diagnosis of cancer as grounds for payment of a 
claim. The NAIC model provision concerning pathological diagnosis is not 
applicable to hospital indemnity policies. 

Thirty-nine of the 64 specified disease policies required pathological 
diagnosis, even if the diagnosis must be performed after death. If a cov- 
ered disease is diagnosed through an autopsy, these policies would pay 
benefits to the deceased policyholder’s estate. 

Confinement in a U.S. 
Government Facility 

The NAIC model suggests that policies providing indemnity coverage for 
hospitalization cover treatment obtained in hospitals operated by the 
federal government. Connecticut, Delaware, Massachusetts, Missouri, 
New Jersey, Rhode Island, and Texas have provisions similar to WIC’S. 
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The other states made no reference to this provision in their require- 
ments. In 25 hospital indemnity policies, coverage in a U.S. government 
facility was neither specifically excluded nor included, but in those poli- 
cies the words “hospital” or “hospitalized” were defined to include a 
requirement that a charge for services be made, which is permissible 
under the NAIC model. This would seem to preclude coverage for treat- 
ment at government hospitals, where care is normally provided free of 
charge. Ten of the hospital indemnity policies and 22 specified disease 
policies excluded coverage for confinements in U.S. government 
facilities. 

Age-Related 
Characteristics 

The NAIC model does not contain requirements relating benefits or premi- 
ums for hospital indemnity and specified disease insurance to the poli- 
cyholder’s age. We noted several policy provisions related to age, which 
are summarized in table 2.4. 

Table 2.4: Age-Related Restrictions of 
Hospital Indemnity and Specified 
Diseare Insurance Policies 

Number of policies 
Hospital indemnity Specified disease 

Pollcles marketed only to ages 59 or older 11 3 

Aae-related chanae In coveraae? 

Rem benefits or Increased 
premiums 

Policy terminates 

Otherb 

31 8 

12 
1 

Policies with no aqe-related changes 43 53 

Total 96 64 

‘Generally, these changes were effective when the policyholder reached age 60 or 65 

‘One policy reduced benefits at age 65 and terminated at age 60. 

The 32 hospital indemnity policies that reduced benefits to older policy- 
holders generally applied the reduction at age 65. For 29 of the policies, 
the reduction was 50 percent. (The documentation available to us for 
the other three did not say what the reduction would be.) Nineteen of 
the 32 policies would restore full benefits if the policyholder was hospi- 
talized for long periods, ranging from 60 to 90 days. Twelve of the other 
13 policies would not restore benefits, and the remaining policy was not 
clear about whether or when benefits could be restored. Of the eight 
specified disease policies that reduced benefits or increased premiums, 
six would reduce benefits by 50 percent when the policyholder reached 
age 65; one would double premiums for the same benefit at age 65; and 
one would establish a fixed premium that may be higher or lower than 
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the premium previously paid, depending on the policyholder’s age when 
he or she first bought the policy. 

Renewability Renewability refers to the insurer’s right to cancel an individual con- 
tract for reasons other than nonpayment of premiums. The four types of 
renewability provisions, in order of increasing protection for consumers 
and risk for insurers, are as follows: 

. Optionally renewable. Renewal is at the sole option of the insurer. 

. Conditionally renewable. Renewal can be declined at the option of the 
insurer by class, by geographic area, or for stated reasons other than 
deterioration of health. 

l Guaranteed renewable. Renewal cannot be declined by the insurer for 
any reason, but the insurer can revise premiums on a class basis. 

. Noncancelable. Renewal cannot be declined nor can premiums be 
increased by the insurer. 

The NAIC model suggests that a guaranteed renewable policy should be 
guaranteed renewable up to age 66 or eligibility for Medicare. The model 
does not suggest a minimum renewability provision for hospital indem- 
nity policies, but it does suggest that policies containing specified dis- 
ease coverage be at least guaranteed renewable. 

As with the NAIC model, none of the 12 states had a minimum renewabil- 
ity requirement for hospital indemnity insurance policies, although Lou- 
isiana requires insurers to offer an option making policies guaranteed 
renewable up to age 66 at additional cost. Delaware, Massachusetts, and 
Texas required that specified disease policies be at least guaranteed 
renewable, either without an upper age limit or up to age 66 or eligibility 
for Medicare, as does NAIC'S provision, and Louisiana required the option 
mentioned above. Connecticut and New Jersey will not approve the sale 
of specified disease insurance policies, and the remaining six states did 
not have requirements containing minimum renewability provisions for 
specified disease policies. 

Of the 98 hospital indemnity policies we reviewed, 4 were optionally L 
renewable, 29 were conditionally renewable, 58 were guaranteed renew- 
able, and 7 were noncancelable. 

Sixty-one of the 64 specified disease policies had a guaranteed renewa- 
ble provision and, thus, met the NAIC guideline; 2 policies were condition- 
ally renewable and the other was optionally renewable. 
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Summary The states have placed widely varying requirements on hospital indem- 
nity and specified disease policies for minimum benefit levels and per- 
missible restrictions on coverage of hospitalizations. The individual 
policies we reviekd also exhibited wide variation in benefit levels and 
conditions for coverage of inpatient stays. Because variation exists, peo- 
ple considering purchase of either type of policy should be careful to 
gain an understanding of what various policies cover and their restric- 
tions on coverage before obtaining a particular policy. Another impor- 
tant consideration is the cost of a policy in relation to the risks covered, 
which is the focus of the next chapter. 
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NAIC has established “benchmarks” for minimum loss ratios to guide the 
individual states in determining whether benefits are reasonable in rela- 
tion to the premiums charged. NAIC’S benchmarks range from 45 to 60 
percent, depending on the type of policy and the type of renewal provi- 
sion contained in the policy. Five of the 12 states we visited had not 
established minimum loss ratio requirements for hospital indemnity and 
specified disease insurance. The other seven states prescribed antici- 
pated loss ratios varying between 45 and 65 percent, depending in some 
cases on the type of policy and the type of renewal provision contained 
in the policy. 

The 5-year average loss ratio1 for 185 hospital indemnity policies for 
which we obtained data (total nationwide earned premiums of $1.9 bil- 
lion) was 53 percent, which means that about 53 cents of each premium 
dollar was returned to the policyholders in benefits or used to increase 
reserves against future claims. The similar loss ratio for 217 specified 
disease policies (total nationwide earned premiums of $2.2 billion) was 
58 percent, or 58 cents in benefits and increases to reserves for each 
premium dollar. The seven largest hospital indemnity insurers (repre- 
senting 77 percent of the total earned premiums of the 185 policies) had 
loss ratios ranging from 19 to 65 percent, and the seven largest specified 
disease insurers (representing 76 percent of the total earned premiums 
of the 217 policies) had loss ratios ranging from 32 to 67 percent. 

While the charges for a hospitalization are often substantial (over $500 
per day in 1987), hospital indemnity insurance would cover only a small 
portion of those costs-as little as $30 per day. In our opinion, a wise 
health insurance consumer’s first concern should be to obtain coverage 
for the largest portion of his or her potential hospital expenses. For the 
elderly, Medicare fills that need, and for most other people, more com- 
prehensive hospitalization coverage is available either through an 
employer-sponsored group health plan or the purchase of an individual 
policy. A large portion of the low-income population has comprehensive 
hospitalization coverage through the Medicaid program. 

The case for purchasing specified disease insurance is even less compel- 
ling than that for hospital indemnity insurance because specified d&a& 
insurance typically not only pays just a small portion of hospital costs, 
but also pays benefits only if the insured contracts the named disease or 

‘As used in this chapter. average loss ratios represent the sum of incurred claims for all hospital 
indemnity or all specified disease policies divided by the sum of earned premiums for those same 
policies. 
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diseases. Comprehensive health or hospitalization insurance and Medi- 
care provide benefits for virtually the entire spectrum of diseases. 

Explanation of Loss 
Ratios 

The loss ratio for a policy represents the percentage of premiums col- 
lected that are returned to policyholders; it is computed by dividing the 
amount of incurred claims by the amount of earned premiums for a 
reporting period. Incurred claims include not only paid claims but also 
reserves for claims for services that policyholders received during the 
period that have not yet been settled by or reported to the insurer. Each 
June 30, insurance companies report loss ratio information to the insur- 
ance departments of the states in which they do business. These ratios, 
which are used in the insurance industry as a method of summarizing 
the amount of benefits returned to policyholders, are sometimes consid- 
ered a way of measuring a policy’s value. The portion of earned pre- 
mium that is not returned to policyholders is available for the company 
to use for marketing, administration, and profit. 

NAIC and State Loss NAIC has not adopted minimum loss ratios for hospital indemnity or 

Ratio Requirements 
specified disease insurance policies. Some states we visited have 
adopted regulations that specify minimum loss ratios, while others have 
not. Generally, the 12 states we visited do not review or monitor insur- 
ance company loss ratios to determine if they are within the states’ pre- 
scribed minimum loss ratios. 

NAIC has established “benchmarks” for minimum anticipated’ loss ratios 
to guide the individual states in determining whether benefits are rea- 
sonable in relation to the premium charged. The most recent bench- 
marks, suggested by NAIC in 1983, for all types of accident and health 
insurance were based, in part, on a policy’s renewability provision, as 
shown in table 3.1. 

‘An anticipated loss ratio represents the percentage of earned premiums the insurance company 
expects to pay in benefits or to place into reserve against future claims. When an insurance company 
requests approval for a policy form or approval for a rate change, the state may require the company 
to submit an actuarial memorandum that contains an anticipated loss ratio and describes the assump- 
tions used to compute that ratio. 
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Table 3.1: NAIC-Suggested Anticipated 
Minimum Low Ratios Figures in percents 

Ophonally renewable 

Conditionally renewable 

Guaranteed renewable 
Noncancelable 

Type of coveraqe 
Loss of income 

Medical expense. and othe@ 
60 60 
55 55 
55 50 
50 45 

‘Includes specified dtsease pokles not paying on an indemnity basis. 

““Loss of income” Includes disability Insurance. “Other” Includes all hospital tndemnlty pokles and 
specified disease pokies paying on an lndemnlty basis 

Generally, the insurance departments of the 12 states we visited review 
and approve individual insurance policies before issuance. The District 
of Columbia, Louisiana, Missouri, Rhode Island, and Texas do not have 
regulations that prescribe minimum loss ratios for hospital indemnity 
and specified disease policies; however, Rhode Island officials told us 
that they apply the NAlC benchmarks when approving policy premiums. 
The regulations for loss ratio requirements of the other seven states are 
summarized in table 3.2. 

Table 3.2: State Anticipated Minimum 
Loss Ratio Requirements State 

Arizona 

Connectrcut 

Delaware 

Requirement 
Same as NAIC 
65 percent for hosprtal indemnity policies sold to persons 65 
or older; specified disease policies are banned 

Same as NAIC for hospital indemntty; all specrfied disease 
insurance must meet NAIC’s benchmark medrcal expense 
rate 

Maryland 

Massachusetts 

New Jersey 

None for hospital Indemnity Insurance; 60 percent for 
specified disease insurance 

Same as NAIC, except 65 percent for policres held by 
persons aged 65 or older 

Same as NAIC for hosprtal Indemnrty, except 65 percent for 
policres held by persons 65 or older; specified disease 
policies are banned 

Pennsylvania 50 percent for new policies; 60 percent for policies for which 
the company increases premiums. 

As shown in tables 3.1 and 3.2, requirements for anticipated minimum 
loss ratios range from 45 to 65 percent. None of the 12 states we visited 
routinely monitored loss ratios to see if actual performance met the 
state’s requirements. Officials of Arizona, Connecticut, Maryland, Mas- 
sachusetts, and Rhode Island told us they will review an insurer’s loss 
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ratio data if the company requested a rate increase or the insurance 
department receives a complaint or becomes aware of a problem with a 
company’s rates. We obtained actual loss ratio data as reported to the 
states by insurance companies, which are summarized in the following 
sections. 

Hospital Indemnity 
Policy Loss Ratios 
(1982-86) 

Using the accident and health policy experience exhibits available at the 
12 insurance departments (which contain nationwide earned premium 
and incurred claims data), we identified 185 hospital indemnity policies, 
issued by 69 companies, with nationwide earned premiums of $100,000 
or more in either calendar year 1986 or 1985. The national average loss 
ratio for all 185 policies over the 5-year period 1982-86 was 53 percent; 
individual loss ratios ranged from 6 to 313 percent, and 96 policies had a 
cumulative loss ratio below 45 percent (the lowest NAIC benchmark). The 
distribution of cumulative loss ratios for the 185 policies is shown in 
figure 3.1. The 185 policies had cumulative earned premiums of about 
$1.9 billion and cumulative incurred claims of about $1 billion. Table 3.3 
shows the yearly premiums, claims, and loss ratios for the 185 hospital 
indemnity policies. 

Figure 3.1: Loss Ratio8 of 185 Hospital Indemnity Policies (1982-86) 
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Table 3.3: Yearly Nationwide Premium, 
Claim, and Loss Ratio Data for 185 
Hospital Indemnity Policies (I 982-86) Calendar year Earned premiums 

1966 $415,741,820 

Incurred claims 
$212,549,933 

Loss ratio 
(percent) 

51 
1965 425,086,645 215,726,710 51 
1984 399,185.133 217.382.328 54 
1983 358759,057 215,973,241 60 
I 982 
Total 

304,407,941 153,273,644 50 
S1.903.180.598 S1.014.905.858 53 

We obtained complete information for all 5 years for 96 of the 185 poli- 
cies.3 These 96 policies represented 66 percent of the total cumulative 
earned premiums shown in table 3.3, and they had an average cumula- 
tive loss ratio of 56 percent. Cumulative loss ratios ranged from 6 to 172 
percent for these policies. Earned premium and loss ratio data by year 
for the 96 policies are shown in appendix I. 

A smalI number of insurance companies accounted for a large segment 
of the individual hospital indemnity insurance premiums shown in table 
3.3. Earned premiums of 7 of the 69 insurance companies accounted for 
about 77 percent of the total hospital indemnity earned premiums for 
1982-86. Table 3.4 presents the cumulative data for these seven 
companies. 

Table 3.4: Five-Year Nationwide Cumulative Loss Ratios for the Largest Hospital Indemnity Insurance Companies (I 982-86) 

Comoanv 
Number of 

policies Earned premium8 Incurred claims 

Cumulative 
loss ratio 
(percent) 

10 $675,134,486 $441,255,557 65 Phvsrcrans Mutual 

Natronal Home Life Assurance 14 244606,524 146,721,319 60 

Pennsvlvania Life 4 126.202.362 24.235.771 19 
1 106644,765 42,271,794 40 

, 
State Farm Mutual Auto” 

Colonral Life and Accrdent 4 106,815,217 48,162,406 45 

Bankers Life and Casualty 5 103943,417 52,100,227 50 
Mutual of Omaha 14 96,675,472 45,507,372 47 

Total 52 $1 A80.222.243 $000.254.446 55 

‘Data not available for calendar year 1982 

3sOme of the other policies had not been on the market for 5 years, and for others, we could not fiid 
information for all 5 years. 
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Specified Disease 
Policy Loss Ratios 
(1982-86) 

We identified 217 policies, issued by 50 companies, with nationwide 
earned premiums of $100,000 or more in either calendar year 1985 or 
1986. For these policies the national average loss ratio was about 58 
percent; individual loss ratios ranged from less than 1 to 122 percent, 
and 78 policies had a cumulative loss ratio below 45 percent (the lowest 
NAIC benchmark). The distribution of cumulative loss ratios for the 217 
policies is shown in figure 3.2. For the period 1982-86, the 217 policies 
had cumulative earned premiums of about $2.2 billion and cumulative 
incurred claims of about $1.3 billion. Table 3.5 shows the yearly premi- 
ums, claims, and loss ratios for the 217 specified disease policies. 

Figure 3.2: Loss Ratios of 217 Specified Disease Policies (1982-86) 
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Table 3.5: Yearly Nationwide Premium, 
Claim, and Loss Ratio Data for 217 
Specified Disease Policies (1962-86) Calendar year Earned premiums 

1986 $540,239,456 

1985 516,172,156 

1984 430889,617 

Incurred claims 
$326,122,455 

278,757,663 
240.612.363 

Loss ratio 
(percent) 

60 

54 
56 

1983 370,442,799 220,758,562 so 

1982 330,255,928 201043,023 61 

Total 92.187.999.958 91.267.294.098 58 
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We obtained 5 years of data for 109 of the 217 policieqA representing 73 
percent of the total cumulative earned premium shown in table 3.5. 
Their average cumulative loss ratio for the 5-year period was 59 per- 
cent, and cumulative loss ratios ranged from 12 to 104 percent. Earned 
premium and loss ratio data for these 109 policies by year are in appen- 
dix II. 

During this 5-year period, seven companies accounted for about 76 per- 
cent of the total earned premiums shown in table 3.5 for specified dis- 
ease insurance policies. Earned premiums for the American Family Life 
Assurance Company of Columbia accounted for about 49 percent of the 
cumulative earned premiums for 1982-86 for specified disease insur- 
ance. Table 3.6 presents cumulative data for these seven companies. 

Table 3.6: Five-Year Nationwide Cumulative Loss Ratios for the Largest Specified Disease Insurance Companies (1982-86) 

Cumulative 
Number of loss ratio 

Company policies Earned premiums Incurred claims (percent) 
American Famllv Life Assurance 24 $1.069.762.925 $633.998.866 59 

Libertv National Life 9 195,729,773 131.518,504 67 

Transport Life 9 118,49c,l34 58,777,351 50 
Equity Natlonal Life 8 87,295,539 47,793,3&l 55 

Capitol American Lifea 15 78,530,460 24,791,597 32 
Union Fidelity Life 2 62,098,627 36,192.131 58 

Colonial Life and Accident 9 55,120,390 35,108,211 64 

Total 76 $1,667,027,646 $966,160,020 56 

“Data not available for calendar years 1982 and 1983 

Other Considerations Hospital indemnity and specified disease insurance provide narrow cov- 

of Value 
erage. Neither is a good substitute for more comprehensive health plans 
that cover the largest portion of hospitalization costs and a range of 
other health service costs. The elderly have such broad coverage 
through the Medicare program, and for most other people, broad cover- 
age is available through an employer-sponsored group health plan or the 
purchase of an individual policy. b 

In our opinion, the most efficient use of insurance premium dollars is for 
protection against a wide range of risks. Assuming that a consumer has 
limited funds available for purchasing health insurance, the best course 

“see footnote 3 
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of action would be to purchase coverage for the broadest set of possible 
contingencies. That is where hospital indemnity and specified disease 
insurance fall short. 

Hospital indemnity policies generally pay benefits only if the insured is 
confined to a hospital or for conditions directly associated with a hospi- 
tal confinement. The cost of hospitalization is about $500 per day in 
1988. A hospital indemnity policy (which may pay only $30 per day) 
will make a relatively minor contribution toward meeting those costs, 
and these policies generally do not change benefits to keep up with 
inflation. For the elderly, Medicare will cover nearly all of a benefici- 
ary’s hospital bill, after the beneficiary pays the deductible ($540 in 
1988). Other comprehensive medical plans will pay substantial portions 
of an insured’s expenses. Medicare and comprehensive medical plans 
also provide coverage for diseases and conditions that may be treated 
outside the hospital, regardless of whether a hospitalization occurred 
first. 

Specified disease policies cover only the named disease or diseases. 
Medicare and comprehensive medical plans cover a wide spectrum of 
diseases and conditions that require medical treatment. 

Other data may provide a useful perspective when considering the value 
of hospital indemnity and specified disease insurance. 

A study published by HCFA~ shows that the length of inpatient stays and 
number of hospital admissions for people under 65 years of age began to 
decline in mid-1981. Similarly, beginning about mid-1983, the length of 
inpatient stays and number of hospital admissions for people 65 years 
of age or over also began to decline. Another HCFA studyG states that in 
1985 the average lengths of stay of 5.5 days for patients under 65 years 
of age and 8.8 days for those 65 years of age or over were the lowest 
ever recorded. From a benefit standpoint, hospital indemnity or speci- 
fied disease policies that pay on a daily basis will provide lower pay- 
ments on average now than in prior years because hospital stays are 
fewer and shorter. 

%ffice of the Actuary, Health Care Financing Administration: “National Health Expenditures, 1986- 
2000," Health Care Financing Review. Vol. 8, No. 4. Summer 1987. 

6H. Lazenby, K. kvit, and D. Waldo: “National Health Expenditures, 1986,” Health Care Financing 
Notes. No. 6. HCFA Pub. No. 03232. Office of Research and Demonstrations, Health Care Financing 
Administration. September 1986. 
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Data from the American Hospital Association show that in 1985, hospi- 
tals recorded a total of 33,501,OOO admissions, from a total U.S. popula- 
tion of 238,740,OOO. This same survey reported an overall average 
length of stay of 7.1 days. A later association survey shows that in 1986 
hospitals recorded total admissions of 32,410,OOO from a total U.S. pop- 
ulation of 240,941,OOO. The average length of stay in 1986 was also 7.1 
days. Thus, about 1 in every 7 persons were hospitalized during each of 
those years. 

For the elderly population, HCFA’S data show that in fiscal year 1983, 
7 million of 30.4 million (or about 1 of every 4.3) Medicare hospital 
insurance beneficiaries had at least one period of hospitalization. For 
fiscal year 1984,6.7 million of 30.8 million (or about 1 of every 4.6) 
Medicare hospital insurance beneficiaries were hospitalized at least 
once. 

The American Cancer Society’ estimates that in 1987 about 965,000 peo- 
ple will have been diagnosed as having cancer (excluding skin cancer). 
The Society also estimated that about 74 million (or 30 percent) of 
Americans now living will eventually have cancer. 

To illustrate various coverage provisions, we compared the premiums 
and benefits of four hospital indemnity policies and three specified dis- 
ease policies. Each policy had total earned premiums of at least $1 mil- 
lion in 1985 or 1986, the premium rates were available for the same 
period and were from the same or adjoining states, and at least 2 years’ 
of loss ratio data were available. 

Annual premiums for the four hospital indemnity policies ranged from 
$297 to $490 for persons age 65. These policies offered a basic benefit of 
$50 per day with no elimination period. Three of the four policies 
offered additional benefits, such as a waiver of premium after long hos- 
pitalizations; mental illness coverage; and increased benefits for cancer, 
heart attack, accidental death, and simultaneous confinement of insured 
and spouse. The policy with the lowest premium offered the largest 
number of additional benefits, while the policy with the highest pre- :, 
mium offered no additional benefits. 

Coverage of preexisting conditions also varied widely among the four 
policies. One policy defined a preexisting condition as one that occurred 
or was treated within 12 months before the policy was effective and 

‘American Cancer society: Cancer Facts and Figures-1987. 
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would not cover losses for preexisting conditions for 12 months. The 
policy with the least restrictive preexisting condition coverage used 6 
months to establish a preexisting condition and covered losses after 6 
months. The other two policies said a preexisting condition was one that 
occurred or was treated in the 5 years before the policy became effec- 
tive. One of these policies would not cover such conditions for 24 
months, and the other would not cover them for 12 months. 

The key features and variations of these four policies are summarized in 
table 3.7. 

Table 3.7: Comparison ot Four Hospital indemnity Policies Providing a Basic Benefit of $50 Per Day 
1985 and 1::: airSal premium 

4l 
Pr~xisti;~ng~flitions (in 

1 
3-day Time to Loss covered 

Policv No elimination elimination establish atter Additional benefits Loss ratio 
A $469 $418 12 12 None 84.9” 
B 

C 

$434 

$346 

$373 6 

N/A 60 

6 Waiver of premium 
24 Maternity and mental illness not 

excluded 

84 9” 
28.8b 

D $297 WA 60 12 Mental illness not excluded; 
increased benefits for cancer, heart 
attack, accidental death; and 
simultaneous hospital confinement 
of both soouses 

50.3c 

aBased on 3 years’ data (1964-86) 

bBased on 2 years’ data (198586). 

CBased on 4 years’ data (1983-86). 

We noted similar variety in the benefits offered and premiums charged 
among the three specified disease policies. Annual premiums for these 
three policies ranged from $60 to $345 for persons 65 years of age. The 
key features and variations among these policies are summarized in 
table 3.8. 
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Table 3.8: Comparison of Three Specified Disease Policies’ Premiums and Other Characteristics 
1988 annual Policy Pathological Related 

premium lifetime 
Policy at age 85 maximum Hospital confinement benefit 

diagnosis complications Wa;a;l Loss 
required? covered? ratio 

E $60” None W/day for first 10 days, W/day Yes No 30 days 74 9: 
thereafter 

F $231 None $lOO/day for first 60 days, $150/ 
day for next 60 days, $200/day 
thereafter 

No No 30 days 53 3 

$345 $2OO/day for first 60 days, $3001 
day for next 60 days, WIO/day 
thereafter 

G 
7;: 

199 

$10,000 Benefits paid based on expenses 
25,000 incurred; does not pay for 
50,000 expenses covered by Medicare 

No Yes None 47 7 

Y985 rate. 

b!3ased on 4 years’ data (1982 data were not avallable) 

‘Based on 5 years’ data (1982-86). 

Summary In our view, hospital indemnity or specified disease insurance policies 
are of limited value. They provide narrow coverage, pay fixed dollar 
benefit levels without protection against inflation, are conditioned on 
confinement in a hospital or contracting the specified disease, and 
return on average less than 60 cents of a premium dollar as benefits. In 
addition, 52 percent of the 185 hospital indemnity policies and 36 per- 
cent of the 217 specified disease policies had 5-year nationwide average 
loss ratios below 45 percent-the lowest recommended NAIC or state 
minimum. 

Annual premiums for a hospital indemnity policy paying $50 per day 
for a 65-year-old could cost from about $300 to $500 per year. In 1984, 
about 1 in 4.6 Medicare beneficiaries were hospitalized. In 1985, the 
average length of stay for this group was about 9 days. Thus, a policy 
paying $50 per day would pay the average Medicare hospital patient 
about $450, but a beneficiary had only about a 22-percent chance of 
being hospitalized. The rate of hospitalization is even lower among the 
general population- about 1 in 7 were hospitalized in 1986, for an aver- 
age of about 7 days. With declining numbers of admissions and declining 
lengths of stay that have occurred in recent years, policies that pay ben- 
efits based on the number of days one is hospitalized return fewer bene- 
fits to policyholders today than they did a few years ago. 
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The value of specified disease insurance depends not only on such fac- 
tors as whether the person is hospitalized, but also on the chances of 
contracting the covered disease. 

Our comparison of a few hospital indemnity and specified disease poli- 
cies shows that they offer substantially different benefits at considera- 
ble difference in costs. The most expensive policy does not necessarily 
provide the most comprehensive benefits. Thus, a consumer intending to 
purchase a hospital indemnity or specified disease policy would do well 
to shop around. 
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State efforts to protect consumers from deceptive advertising for hospi- 
tal indemnity and specified disease insurance consist of adopting NAIC'S 

Rules Governing Advertisements of Accident and Sickness Insurance 
and reviewing company advertising materials for compliance with those 
rules. Additionally, all of the states we visited, through presentations to 
groups, answers to inquiries, or published consumer guides, have 
attempted to educate consumers on how to make informed choices about 
insurance products. Maryland and New Jersey have published guides 
that strongly caution consumers not to buy specified disease insurance. 

NAIC Rules Governing 
Advertisements for 
Accident and Sickness 
Insurance 

. 

. 

. 

. 

. 

. 

In 1956, NAIC adopted model advertising rules and interpretive guide- 
lines covering advertising materials for insurance products. As of Janu- 
ary 1987,49 of 54 jurisdictions in the United States (the states, the 
District of Columbia, Puerto Rico, the Virgin Islands, and Guam), includ- 
ing the 12 we visited, had adopted the NAN2 model or similar legislation.’ 

The purpose of the rules is to “assure truthful and adequate disclosure 
of all material and relevant information in the advertising of accident 
and sickness insurance.” The following are examples of model disclosure 
provisions: 

No advertisements shall omit information or use words if the omission 
or use has the capacity, tendency, or effect of misleading or deceiving 
purchasers or prospective purchasers. 
An advertisement shall not describe policy limitations, exceptions, or 
reductions in a positive manner or imply that they are a benefit, such as 
describing a waiting period as a “benefit builder,” or saying “even pre- 
existing conditions are covered after 2 years.” 
A benefit that is conditional upon being confined to a hospital shall not 
be described as “tax free,” “extra cash,” “extra income,” “extra pay,” 
or in substantially similar words. 
No advertisement shall advertise that the amount of benefit is payable 
on a monthly or weekly basis when the benefit is paid on a daily pro- 
rata basis. 
Advertisements for policies providing benefits for specified illnesses 
only or for specified accidents only shall clearly and conspicuously state 
the limited nature of the policy. 
Testimonials must be genuine, represent the author’s current opinion, be 
applicable to the policy advertised, and be accurately reproduced. 

‘According to NAIC, the jurisdictions that have not adopted the model rules and guidelines are 
Alaska, Hawaii, Guam, Montana, and the Virgin Islands. 
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l The source of any statistics used shall be identified in the 
advertisement. 

. An advertisement shall not state or imply that an insurer or a policy has 
been approved or endorsed by any individual, group, or organization, 
unless such is fact, and unless any proprietary relationship between an 
organization and the insurer is disclosed. 

. An advertisement shall not create the impression that the insurer, its 
financial condition, or the merits, desirability, or advisability of its prod- 
ucts are approved, endorsed, or accredited by any division or agency of 
the state or federal government. 

NAIC has taken no position on whether direct response advertising (that 
is, advertising used in mail or mass media solicitation) should be 
reviewed and approved by the state insurance commissioner before its 
use. The rules say that, if the state decides that direct response advertis- 
ing should be approved before its use, the insurer should submit such 
material to the commissioner 30 days before the insurer wishes to use it 
in the state. 

State Requirements, 
Procedures, and 
Market Conduct 
Activities 

All 12 states that we visited had adopted legislation or regulations incor- 
porating the NM2 model rules on advertising or similar rules. Some 
states were more restrictive or more specific than the NAIC model. For 
example: 

. Arizona restricted the use of the words “full,” “complete,” and “all” in 
advertisements. 

. Connecticut prohibited the use of illustrations that might frighten peo- 
ple, such as photographs of hospitalized persons, ambulances, medical 
instruments, and injured persons. 

. Maryland banned the use of the word “dread” when describing diseases. 

Five of the 12 states we visited had requirements concerning state 
reviews of advertising materials. Officials from Arizona, New Jersey, 
and Pennsylvania said their state insurance department requested that 
certain advertising materials be submitted for review. In Arizona and 
New Jersey, reviews did not have to be made before the materials were 
used. Arizona wanted to see advertising materials related to 16 types of 
insurance products, including hospital indemnity, cancer, and other 
specified disease policies, and could request materials for any other spe- 
cific products. New Jersey requested insurance companies to submit for 
review all new mass-marketing advertising material. A Pennsylvania 
official told us that advertising material intended to be mailed to homes 
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must be submitted at least 1 day before its intended use. Rhode Island 
and Connecticut officials said their state regulations allow the commis- 
sioner to request companies to submit advertising material for review 
before its use. Officials in the other seven states said they did not 
require insurance companies to submit their advertising material for 
review and approval before its use. 

Several states that did not request insurance companies to submit their 
advertising for review had other means of reviewing such material, if 
they chose to do so. For example, Maryland and Missouri officials told 
us their states had staffs who would review advertising materials when 
conducting a market conduct examination of an insurance company. A 
market conduct examination is an evaluation of insurers’ compliance 
with state requirements and their dealings with policyholders and claim- 
ants in the state. In addition to requiring some materials to be submit- 
ted, New Jersey and Pennsylvania officials said their market conduct 
staffs also reviewed advertising material when performing their exami- 
nations. Maryland and Pennsylvania officials told us of two instances 
where market conduct examinations found deceptive advertising that 
led to legal action and monetary penalties. Texas officials told us that 
although they did not request companies to submit advertising materials 
for review and did not routinely review materials during market con- 
duct studies, they became aware of an advertisement that they believed 
was misleading. In that case, the state board of insurance ordered the 
company to revise its materials, and the company did so after being 
fined for violating the state’s rules. 

To aid the states in their review of advertising material at the company 
offices, the NAIC model rules state that each insurer shall maintain at its 
home or principal office a complete file containing every printed, pub- 
lished, or prepared advertisement for its individual policies and typical 
advertisements for its blanket, franchise, and group policies. This file 
shall contain notations attached to each advertisement, stating the man- 
ner and extent of distribution and the form number of any policy adver- 
tised. These files shall be available for periodic inspection by the state 
insurance department, and the insurer shall retain these files for 4 years 
or until the next regular report on the examination of the insurer, 
whichever is longer. 
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State Efforts to Assist In addition to adopting rules to protect consumers from deceptive adver- 

Consumers 
tising, the states we visited have various consumer education programs. 
State officials told us about their educational programs and the publica- 
tions they issued to help consumers make informed choices about health 
insurance. 

Also, the 12 states’ insurance departments have procedures for review- 
ing and resolving consumer complaints. Generally, officials believed 
they received few complaints about hospital indemnity and specified 
disease policies. 

Complaint Procedures Policyholder complaints are one source of information for insurance 
departments to identify problems with particular policy provisions or 
companies. Complaints to insurance departments generally may be made 
by mail or telephone, although some states require the policyholder to 
file a written complaint with the department. State insurance depart- 
ments may receive complaints directly from consumers, and local better 
business bureaus or the state offices of the attorney general may receive 
complaints about insurance and refer them to the insurance 
departments. 

Upon receiving a complaint, all insurance departments we visited said 
they would review the policyholder’s allegation. The insurance depart- 
ment may contact the company to obtain additional information and an 
explanation of the company’s actions. The departments generally then 
would attempt to resolve the matter. After resolution, Delaware, Mary- 
land, Missouri, New Jersey, Pennsylvania, and Texas categorized com- 
plaints as justified or unjustified, depending on whether the matter was 
resolved in favor of the complainant or the company. 

Of the 12 states, Missouri, New Jersey, and Pennsylvania were able to 
provide statistics on the number of complaints involving hospital indem- 
nity and specified disease insurance. Officials of these states believed 
that the number of complaints concerning those insurance products was 
insignificant compared to the total number of complaints received. The 
insurance departments did not identify any general problems or con- 
cerns with these types of policies. Insurance department officials in sev- 
eral other states said that although they did not have statistics on 
complaints, they believed that they do not receive many complaints con- 
cerning hospital indemnity or specified disease insurance. 
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Educational Programs and In several states, special emphasis was given to providing information to 

Publications senior citizens on their health insurance options, often through meetings 
with groups of senior citizens at which a representative of the insurance 
department would make a presentation on insurance and answer ques- 
tions. For example, an official from Missouri told us that his department 
advises senior citizens to buy Medicare supplemental insurance before 
buying hospital indemnity or specified disease insurance. Also, Mis- 
souri’s insurance department, while not discouraging people from buy- 
ing hospital indemnity insurance, advises them to only consider policies 
that will cover 50 to 150 percent of their anticipated expenses that will 
not be paid by other insurance. These officials warn consumers that 
specified disease insurance policies offer limited benefits, and they cau- 
tion consumers about buying such coverage. State shoppers’ guides on 
insurance also contain advice to consumers who are thinking of buying 
hospital indemnity or specified disease insurance. For example: 

1. Maryland’s insurance division and office on aging jointly publish a 
guide for senior citizens. Concerning hospital indemnity insurance, the 
guide says: 

‘4 
. . hospital indemnity (or income) policies . . usually pay fixed amounts only 

when you are hospitalized or in some cases confined to a nursing home Payment 
is made even if you have other policies or Medicare. One major disadvantage of this 
type of policy is that it may fail to keep pace with inflation. Hospital income 
policies will not usually adequately fill Medicare gaps, and are not generally good 
substitutes for Medicare supplemental or Medigap policies.” 

Concerning specified disease policies, the guide says: 

“These individual policies provide very narrow protection. Ordinarily, in planning 
for long term care you have no way of knowing in advance which disease may 
strike, so it is usually unwise to waste valuable premium dollars on so limited a 
protection. Such dollars may be better spent on broader coverage.” 

2. Maryland’s attorney general also recently issued a consumer guide 
containing tips on how to save money in obtaining health care. Concern- 
ing hospital indemnity insurance, the guide says: 

“An ‘indemnity policy’ generally pays you a fixed amount of money each day of 
your hospital stay. The trouble is, the amount is usually $20 or $30, hardly enough 
to help pay your bills. If you are already covered by Medicare and a Medicare sup- 
plemental policy, an ‘indemnity policy’ can be a waste of money.” 

Concerning specified disease policies, the guide says: 
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“It’s not a good idea to buy disease-specific policies such as ‘cancer insurance.’ Most 
are a waste of money. Services for cancer care, for example, are already covered by 
Medicare and most ‘medigap’ supplemental insurance policies.” 

3. New Jersey’s insurance department issued a buyer’s guide on insur- 
ance, covering auto, home, life, and health insurance. Concerning speci- 
fied disease insurance, the guide says: 

“Specified disease policies should be avoided . They are such a bad buy that they 
are banned in New Jersey.” 

In Delaware, consumers can obtain personalized help from insurance 
department employees on specific questions by telephone or mail. Penn- 
sylvania department employees try to provide objective information in 
response to questions, but a department official stated that it was not 
the state’s role, as regulator, to suggest that consumers buy any particu- 
lar policy. 

Summary Nearly all states, and all of the states we visited, have adopted the NAIC 
model rules, or have similar requirements for advertising. Seven of the 
states we visited have some system for reviewing insurance company 
advertising material, either through requirements that companies sub- 
mit advertising material or through on-site reviews of advertising files 
during periodic market conduct examinations. 

All of the states we visited told us of efforts underway to educate con- 
sumers about health insurance. Several states place special emphasis on 
educational programs and publications for senior citizens. Maryland and 
New Jersey have guides that strongly advise consumers against buying 
specified disease insurance. 
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CornPaw Policy number 

1982-86 
cumulative 

earned 
oremiums 

1982-86 
cumulative 

IOSS 
ratio 

Natronal Old Line 5217 $697,323 171 8 

Allstate Life LGU-713/729 1,035,160 1129 

Old American 103072 1644,870 1079 

Allstate Life 3-2804 1,037,751 103.8 

lntercontrnental Life FMH-600 1,304,150 99 3 
lntercontrnental Ltfe QMS-EZM-3210 5,520,314 90 7 

Physicians Mutual 340 4549,491 79 3 

Standard Life & Accident 1209 5888,695 78.6 

Standard Life & Accident 1204 1,626,060 78 3 

Springfield Life Cl-l 01-1024 2,677,372 77 5 
Intercontinental Life SC-28 3,352,266 76.4 

Veterans Life NIL38-777 1,479,437 73 9 

Physrcrans Mutual 370 314,741,703 73 a 

Montgomery Ward Life 11 O-053/055/062 9,224,431 73 1 

Lincoln Income Life H-403-6-74 3,211,118 70 0 

Commercial Life 4767-4769 3,718,868 69.9 
National Home Life NH49480 

Assurance 78274,140 69 6 

Phvsicians Mutual 350 140.476.398 67 3 
National Home Life 

Assurance 
Phvsicians Mutual 
Monarch Lrfe 

NH251 072 
77,403,298 65.8 

156 1.131.512 65 3 
H-70-S 1,211,463 65.2 

Commercial Travelers HIP8 
Mutual 1,416,079 65.1 

Bankers Life & Casualty GR-795 22,008,846 649 

Union Fidelity Life 6605.197 63.9 
Veterans Life VL61-781 38747,420 63 3 
Intercontinental Life WWP-42 746,553 62.2 

Physicians Mutual 380 18,624,780 61 8 

Monarch Life H-73-S 752.115 60.8 

Physrcians Mutual 
Commercial Travelers 

Mutual 
Aid Assoc. for Lutherans 

Physicians Mutual 
Life Ins. Co. of N. Amer. 

Gulf Life 

National Casualtv Co. 

186 1,710,042 59.6 
HC-5 

1,695,211 58.; 
ACA ET AL 5,357,720 58.5 

187 2,761,973 58.0 

LG-8715 1,802,944 57.5 

54998 4,715,098 56.7 

8206 1.872.832 56.7 
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1986 earned 
premiums 

$88,074 

162.841 

1986 1985 1983 1982 
loss 1985 earned loss 1984 earned :z 1983 earned loss 1982 earned loss 
ratio premiums ratio premiums ratio premiums ratio premiums ratio 
60 1 $109,046 125.3 $156,830 129.8 $156,802 169.2 $186,571 2892 

193.5 176.838 138.8 199,773 141.0 281,279 108.0 214,429 105 

165,428 73.4 240,704 1067 358,767 96.8 435,740 114.5 444,231 123.7 

149,867 30.3 166,122 83.2 204,455 125.7 242,150 126.7 275,157 119.8 

195.881 73.6 266.310 1191 263,980 82.9 307,015 118.2 270,964 93.2 _-,-- 
473.230 166.7 654,261 140.4 1,074,601 105.1 1,404,316 109.4 1,913,906 33.0 

705,529 58.9 805,946 59.1 906,842 72.0 1,009,566 96.9 1,121,608 96.7 

976,129 66.8 1,230,029 78.9 1,406,278 77.5 1,423,016 86.6 853,243 78.2 

167,094 54.0 227,766 39.5 309,695 74.6 396,825 77.4 524,680 105.6 

613,206 84.3 664,655 75.1 694,638 71.4 476,657 82.6 228,216 74.9 

363978 60.3 527,104 71 6 732,916 55.0 850,523 85.2 877,747 952 

203,676 50.4 225,208 62.8 275,881 65.5 342,718 82.8 431,954 89.0 

55,956,982 757 65,623,795 80.2 79,388,557 73.9 741625,780 74.8 39,146,589 58.3 

1,18&670 62.5 1,406,900 682 1,952,399 75.2 2,338,903 74.0 2.337,559 78 7 

664,046 84.5 841,748 65.3 778,306 82.3 577,782 53.1 349,236 53.9 

503.077 65.5 593.327 60.7 699.057 51.9 957,218 84.6 966,209 762 

1,120,688 77 9 1,260,206 73.3 1,423,613 72.5 1,606,181 81 9 1,863,452 49 2 

19,127.767 62.1 22,883,035 59.5 27,140,759 64.3 32,487,243 732 38837,594 71 6 

11.242.825 49.5 13.573,858 539 16,307,672 63.5 17,171,828 769 19,107,115 75.6 

168,037 62.5 190,300 52.2 216,384 59.0 255,878 69.1 300,913 76 6 

204.277 61.5 218,549 67.5 243,027 60.8 265,544 65.7 280,066 693 

229.271 66.2 250,945 82.2 296,928 79.6 348,465 65.9 290,470 33.6 
3,240,434 98.4 3,961,823 62.6 4,422,696 61.3 4,934.432 63.9 5,449,463 50.4 

547,798 49.6 744,291 70.7 1,246,108 70.6 1,797,OOO 67.8 2,270,OOO 583 
577.412 60.7 674.671 70.6 845.767 70.4 1,018,016 69.5 631,554 380 

101,042 52.0 126,277 59.8 155,416 42.8 165,405 73.4 200,413 746 

2,844,697 65.4 3,400,049 61 4 4,033,961 70.2 4M2.546 642 3,663,527 470 

131,209 66.2 142,693 59.3 153,482 53.5 160,338 64.3 164,393 61.4 

348,170 56.9 337,517 46.0 330,789 58.5 334,724 66.8 358,842 69.3 

353,729 51.5 396,450 49.4 440,696 62.4 244,029 62.7 260,307 73.4 

1,116,987 38.0 1,118,629 42.0 1,080,449 57.5 1,038,590 63.5 1,003,065 955 

425,019 41.7 505,522 39.7 533,997 57.3 597,631 61.7 699,804 783 

285.020 43.4 298.311 63.4 353,428 79.8 385,624 42.0 480,561 58.0 
3583149 22.1 869,186 51.1 998,037 58.3 1,155,884 60.7 
309,810 56.8 373,158 72.1 398,695 52.8 405,127 44.6 

1,333,842 649 

386,042 58.2 

(continued) 
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PIve-Year Cumalrdve Lass R8tioa for 
Hospital Indemnity Polidm in Cumukive 
La18 B&o Order 

Company Policy number 
Continental Casualty 52873 

Professional Ins. Core. I-K 60 

198246 
cumulative 

earned 
premiums 

9,064,554 

1,520.163 

1982-86 
cumulative 

loss 
ratio 
55.9 

55 6 

Prudential Ins. Co. of Amer. SA lHL-79A 7,683.596 53 9 

Physicians Mutual 360 17,227,llO 53.4 
Commercial Travelers HIP65 

Mutual 894686 53 2 

Colonial Life & Accident HCI 10,960,696 52 3 
Mutual of Omaha 105HO 536,627 51 7 

Standard Lrfe & Accident 715 771.306 50 7 
Mutual of Omaha 90H0 25,358,639 50.1 

Bankers Life & Casualty GR74K 17,749.031 49 7 
Standard Life & Accrdent CHICAGO 1.141.487 49 3 
Mutual of Omaha 80H0 42532,024 48.7 

Bankers Life & Casualty GR-74J 37,268,836 48.6 

Mutual of Omaha 104HO 3,184,337 47 6 
Amer. Fidelity Assurance 013300 2606,817 47 4 

Provident Life & Accrdent RH-500 573.084 46.8 

Continental Casualty OR 2644,144 46 3 

Mutual of Omaha 95H0 9,662,755 46 0 

Life & Casualty Co. of Tenn. LC716 25,874,142 46 0 

Reserve Ltfe INDlO 2.797307 45 2 

Amer. Income Life HLM 1,957,893 43 4 

Prudential Ins. Co. of Amer. SA lH-79A 9,867,500 43 1 

Mutual Protective 390 4,486,529 43 0 
Colonial Life & Accident F78 94.341.485 42.6 

Mutual of Omaha 

Amer. Integrity 

Amer. Income Life 

Bankers Life & Casualty 

Washinaton National 

96H0 I,61 6,036 42.4 

MB0 19,029,522 41 7 

HLT 12,980,731 41 5 

GR-753 25DO5.289 41 4 

CG 2464 599,707 40.3 
Mutual of Omaha HO1 444,385 40.0 

Lone Star Life GR3-480 6,415,754 39.6 

Mutual of Omaha 93Ho 6,114,031 39.6 

Teachers Protective Mutual 890 HI/895 HIVA 18366,502 37 91 
Washington National 

Lincoln Income Life 
National Home Life 

Assurance 

CG 2449 1,149,617 37.1 

730/731/732/733 2907,983 35.9 

NH50680 
20.714.556 35 2 

Lincoln income Life H-404-8-80 817,397 34 8 
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Appemiix I 
FiveYear Cumulative Lam Bath for 
Hot&W Indemnity Polid- in Cumulative 
Loes Ratio Order 

1986 earned 
premiums 

1,573,324 
707,686 

1,372X4 

2.332.539 

1986 1985 1904 1983 1982 
loss 1985 earned loss 1984 earned loss 1983 earned loss 1982 earned loss 
ratio premiums ratio premiums ratio premiums ratio premiums ratio 
73.0 ls823.274 30.4 1,945,647 73.6 1,866873 52.8 1,875,436 51 4 
62.2 453,776 57.9 240,848 29.9 78,204 53.9 39,649 71 1 
48.4 1,495,590 48.0 1604,564 36.7 1,681,006 62.5 1,730,102 70 9 
50.5 2.794.919 44.3 3,319,348 46.9 3,977,875 56.9 4,802.429 61 8 

258,196 40.4 258,003 59.1 217,025 37.8 157,202 85.0 4,260 749 
2.318.795 35.2 3.352.714 46.6 2,915,964 52.1 1,874,343 71.2 498,880 101 2 

194,755 59.6 174,284 41.6 112.798 63.5 51,674 33.2 3,116 4.3 
120,956 44.0 136,275 37.3 152,447 59.3 170,473 60.6 191,155 48.9 

3,426,862 42.5 4,202,356 41.3 5,017,927 49.3 5,855,859 56.8 6,855,635 54.3 
2.635.509 40.9 3,641,180 375 4.219,087 47.4 3,972,466 60.6 3,280,789 60.1 

180,179 36.5 201,623 35.5 227,223 47.3 251,955 49.0 280.507 69.4 

6,472,554 39.0 7,697,151 47.4 8,709,921 48.2 9,471,944 53.4 10,180,454 51.9 

5,401,835 33.0 6,170,176 38.4 7,437,3a9 448 8,637,173 57.4 9,622,263 58.8 

1,077,207 441 910,179 52.6 748,845 52.3 407,536 40.8 40,570 9.0 

582,733 28.3 610,573 26.9 581,956 46.0 448,991 78.1 382,564 751 
101 747 54.0 114.714 48.4 132.063 40.3 128.715 41 0 95.845 540 - - _ 
363.976 27.9 448.184 477 528,008 59.6 712,071 541 571,905 355 

1,728,167 32.6 2,229,057 54.4 2336,343 42.8 1,922,027 50.6 1,447,161 48.3 

4,029,334 32.2 4903,121 36.0 5334,592 45.9 5,511,062 53.2 6096,033 55.3 
411,211 40.3 486,871 37.5 560,826 43.1 614,465 52.5 724,534 48.6 

290,779 78.7 334,291 36.1 426,977 33.4 437,057 38.9 466,789 40 0 

2.217.162 39.7 2.1273926 40.9 1,923,319 31.0 1,768,469 47.0 1,830,624 588 
1.278,015 46.1 I,306938 44.7 1,127,409 37.4 682,821 43.3 91,346 39 0 

15,328,326 36.3 19,793,118 39.3 21,016,474 43.0 19,453,951 45.4 18,749,616 478 
306,107 31.9 368,817 43.4 366,947 47.5 313,458 49.2 260,707 376 

7,285,255 50.6 5,244,895 42.6 3,618,938 32.7 2.179,395 25.8 701,039 37 5 
1,989,106 35.1 2,372,572 37.6 2,802,472 43.3 2,759,454 43.7 3,057,127 45.1 
3,083,281 23.7 3,944,868 38.1 4,844,431 38.1 6,018,732 45.0 7,113,977 50.2 

96,743 36.0 114,672 37.5 122,326 49.9 131,428 40.0 134538 37.5 
142.876 38.7 117,482 50.0 110,040 40.4 64,106 29.0 9,881 5.4 
911,860 50.1 1,273,771 30.2 1,432,580 42.5 1,732,579 41.2 1,064,9&l 35.5 

1,292,303 41.8 1,558,380 32.2 1336,944 40.1 1,074,819 40.2 649,585 48.4 
293,039 37.1 281,960 10.4 271,297 46.4 256,942 50.0 263,264 478 

* 188.246 30.5 208.080 30.7 233.495 36.9 254.168 46.9 265,628 37.5 

274.367 24.8 325.443 25.4 354,784 26.3 481,676 43.7 571,713 467 

5900,207 39.4 6,720,503 36.8 4,802,288 32.8 2,315,233 29.0 
233,234 36.7 221,141 44.3 216,556 37.4 123,496 15.6 

976,325 25.9 

22,970 3.2 

(continued) 
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Appendix I 
Pive-Year Cumulative L4hw Itatioe for 
Hospital Indemnity Polidea in Cumulative 
Loss Ratio Order 

Company Policy number 
Metropolitan Life FAH43M-71 
Mutual of Omaha 94H0 

1962-66 
cumulative 

earned 
premiums 

2,021,938 

1,051,292 

1962-66 
cumulative 

loss 
ratio 
34 7 

34 5 
United American HMXC 13.317,737 34 4 
Amer Income Life H30000 1,230,942 34 3 
Professional Ins. Coro. 109/l 15 428,238 33 j 
Amer. Hentaqe Life HI (68) 3,012.229 33 1 
Metropolrtan Lrfe FAH43-71 1,051,313 33 0 
Benefit Trust Lrfe HDB 2946.315 32 9 
Pennsvlvama Lrfe 350 45,824,062 31 9 
Unrted American LHXC 962,616 31 8 
Metropolitan Ltfe FAH43-71 W/ FAH43S71 896,461 30 5 
Gulf Life 44798 2.199.210 30 0 
Kentucky Central Life MDH-72004 1,164,506 27 6 
Federal Home Life NAG9830 589,409 27 4 
Umted American HIXC 3,023,293 26 0 
Amer. Income Life HLC 1,235,209 25 3 
Pennsvlvanra Life SDP21 6536,404 24 4 
Federal Home Life NAC-9890 1,415,365 24 0 
Federal Home Life NAC-9852 478,593 21 8 
Amer Integrity 1 OOQE 1609,627 18.5 
Amer. lnteantv GTSA 10.130,636 176 

Southern Life 750 592.835 173 
United Equitable Life 

Pennsylvania Life 

Totals 

370 869,341 150 
351 61 ,a58414 5.9 

$1.255,757,497 
Averaoes 55.5 
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Appendix I 
FiveYear Cumulative L.oae RatIoa for 
Hoepiti Indemnity Policies in Cumulative 
Loa Ratio Order 

1986 earned 
premiums 

288.655 

1986 1965 1984 1983 1982 
IOSS 1985 earned IOSS 1904 earned loss 1983 earned loss 1982 earned IOSS 
ratio premiums ratio premiums ratio premiums ratio premiums ratio 
26.5 343,113 27.6 402,305 29.2 470,721 408 517,144 429 

178,815 275 211,469 33.0 230.118 279 227,984 409 202,926 427 

3,767,095 43.7 3,686,368 31 8 2,780,099 20.0 1,916,341 38.7 1,167,834 39 8 

615.773 28.4 346,468 447 186,378 42.4 81,379 16.0 944 8.2 

84,011 40.4 102,022 41.4 86,091 31.4 75,559 234 80.555 27 1 

512,164 32.8 561,299 31 0 656,792 26.7 673,930 30.4 608,044 450 

153.466 31.6 182.298 34.0 212,350 30.2 239,269 32.3 263,930 36.0 

364.948 18.2 425,088 44.8 464434 35.9 461,150 36.4 330,695 249 

7,754.840 29.6 9,840,898 34.7 10,336,866 31 0 9,396,160 298 8,495.298 34.0 
120570 16.9 153.826 31.2 191,512 39.3 232.877 35.1 263,831 30.6 

133,072 32.6 162,297 22.4 177,138 26.3 201,772 274 222,182 41 6 

289,485 27.0 348,714 31 0 400,077 27.2 481,251 31.0 679,683 31 8 

160,867 254 191.113 31 5 228,070 24.1 273,020 22.7 311,436 33 1 

108,862 21.2 134,647 24.0 136,424 31 2 117,109 26.1 92,367 35.8 

790,486 29.3 766,593 27.2 642,073 242 468,125 22.2 356,016 248 

161,426 26.5 194,049 24.3 263,823 19.0 283,134 245 332.777 309 

1,664.712 34.1 l&%2,932 23.7 1,335,024 18.2 1,143,970 21 6 749.766 194 

308,035 28.4 315,291 22.6 306,446 26.2 260,733 128 224,860 30 1 

112.995 23.0 112.632 22.6 103,671 25.4 84,205 10.3 65,090 27 4 
71=59AA 775 %-l7.717 18 1 338,517 22.2 330,135 9.8 372,715 206 

2.132.453 10.4 1.610.857 20.9 1.088,252 16.8 

a--,- .- --.- __-,_ .- - 
2,553,529 178 2,745,545 21.6 

150,615 14.2 112,700 10.9 115.125 9.5 109,030 23.7 105,365 30.3 
500.186 4.9 117,485 13.5 172,168 25.2 74,980 61.9 4,522 0.0 

3.897,444 17.4 4,969,995 18.6 4887.832 11.3 4,787,399 15.6 43,315,744 18 

$206,668,653 $241,473,260 $268,162,763 $266,721,543 $272,731,078 
53.6 55.0 56.7 62.2 498 
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FIveYear Cumulative Loss Ratios for Specified 
Disease Policies in Cumulative Loss Ratio Order 

1982-86 
Cumulative 1982-86 

earned Cumulative 
Company Policy number premiums 1088 ratio 
Mutual of Omaha 85CLJF $809,aa7 1044 

Federal Home Life NAC-9254 2,415,268 90 0 
Colonral Life & Accident 0592 23,554,119 86 7 
Liberty National Life 7011600.579 73,931,647 82 4 
Nattonal Casualty Co. 8205 691,509 82 1 
Amer. Income Life CAN 28,162,076 80 0 
Loyal Amencan Life 1210 11,059,437 79 4 
Standard Life & Accident 1200 4,045,472 77 3 
Federal Home Life NAG9257 5,127,335 77 2 
Liberty National Life 7010601,580 35656,872 75 5 
National Old Line 5047 5,381,026 7s 3 

Mutual of Omaha 

- - 
78CL/F 627,730 74 8 

Amer. Fidelity Assurance C-875 4,118,245 74 6 
Amer. Hentage Lrfe CP-1 13,400,402 73 7 
Loval American Life 1119 1641,163 73 7 

I 

Mutual of Omaha 

.-- 

84CLJF 782,835 72 3 
Continental Casualty 51862 910,227 71 4 
Transport Life 1cO46/10054/10212 11,673,079 71 4 
Federal Home Life NAC-9335 4,623,916 70 0 

Amer. Family Lrfe 
Assurance 

Federal Home Life 

Amer. General Life-Del 
Mutual of Omaha 

-- 
A-6925 

288,215,973 69 9 
NAG9245 1,912,416 69 3 
718PA 1,209,708 689 
8OCL/F 7,132,473 66 6 

Life & Casualty Co. of Tenn. LC7lSA 28,979,283 66 6 
Mutual of Omaha 33CL/F-T 1,377,564 66 4 
Amer. Fidelrtv Assurance C-876 2,718,690 fiti 1 -- 

I 

Loyal American Life 1079 4,271,939 65.8 
Amer. General Life-Del 718 2,155,435 63.9 

Mutual of Omaha 

Federal Home Lrfe 
Federal Home Life 
Vulcan Life 

92CLOfF 367,963 63 3 

NAG9244 2,656,810 fi7 7 -- 
NAC-9535 1,211,736 62.2 
385-5 CY-8 7,148,927 61 9 

Vulcan Life 485-5 CY-7 3,961,664 61 9 
Physictans Mutual 175 3,360,564 61 8 
Western & Southern 439 11,413,254 en0 -- - 
Equrty National EN 4212 49,926,548 60.8 
Mutual of Omaha 32CL/F-T 1,255,244 59 9 
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PIveYeu cnmulatlve LUM ltatloo for 
Spedfkd Dlaeaae Polidea in Cumalatlve Ime 
Ratio Order 

1986 earned 
premiums 

$118,351 

413,215 

5.870.318 

1986 i 985 1984 1983 1982 
loss 1985 earned IOSS 1984 earned loss 1983 earned loss 1982 earned loss 
ratio premiums ratio premiums ratio premiums ratio premiums ratio 
848 $120,575 109.7 $120,556 1284 $123,041 81.6 $127.364 1168 

117.4 451,784 64.8 492,864 49.2 519,497 146.7 537,908 72 5 
82.6 6,328,354 69.1 5,194,877 99.3 39726,862 103.3 2,433,708 89.9 

13,591,895 86.0 14,522,542 85.6 14,564,438 83.2 14,911,332 841 16,341,440 745 

121,459 43.7 129.111 778 131,868 94.7 149,490 997 159,581 880 

4,849,032 66.8 5,207,664 607 5,597.268 71 2 6,018,777 128.1 6,489,337 684 

2.264,174 84.1 2,162,265 87.7 2,508,124 71.8 1,953,840 88.1 2,171,034 66.8 

693,449 80.1 805,876 535 896,870 76.2 888,216 85.5 761,061 91 6 

870.544 123.4 967,043 634 1,038,484 69.9 1,111,844 61.1 1,139,420 760 

6591,025 90.9 6,972,161 76.0 6,987,012 75.2 7,157,555 74.2 7,849,119 633 

886,729 69.3 954,136 88.9 1,022,097 88.4 1,036,894 83.4 1,481,170 679 

143,887 68.0 143,224 125.9 129,945 637 110,612 203 100,062 863 

691,206 90.1 764,108 87.4 826,877 68.6 891,940 58.6 944,114 73.1 

1,759,295 89.8 2,078,990 90.6 2,380,286 81.4 3,240,536 79.8 3,941,295 48.0 

388,592 91.5 374,760 71 9 345,908 72.9 339,901 66.8 392,002 62 3 

214,729 80.2 158,058 81.4 145,524 73.6 137,812 22.7 126,712 998 

131,571 97.6 153,404 73.0 109,046 AA.0 157,213 54.2 358,993 76.9 

2,560,306 70.5 2,441,051 63.2 2,327,477 67.6 2.209,243 83.3 2,135,002 73.6 

799,240 99.1 877,370 85.0 932,320 59.0 986,039 50.0 1.028,947 63 5 

48.758,153 73.2 52,030,593 84.9 57,149,487 65.4 60,274,577 76.1 70,003,163 69.7 

318,653 131.2 348,547 53.9 395,037 61.2 408,657 67 2 441,522 46.0 

312,843 49.0 245,886 78.1 228,028 92.5 211,578 75.4 211,373 555 

1,855,883 55.4 1,434,185 82.5 1.321,041 62.4 1,281,694 69.3 1,239,670 667 

6,345.240 74.2 6,427,602 74.7 5891,240 60.4 5,422,945 62.9 4,892,236 575 

437,861 74.7 341,691 49.4 279,953 60.6 200,172 95.9 117,887 49 0 

580,400 53.8 679,842 91.1 595,628 49.9 526,682 69.2 336,338 60.3 

741.441 82.8 808.381 57.1 824.372 86.0 872,020 72.4 1,025,725 547 

360,410 844 384,312 74.9 423,398 37.2 471,699 78.4 515,616 50.1 

142,617 84.4 80,491 30.7 61,359 77.3 47,437 61.3 35,999 31 7 

464,754 109.3 493,561 46.4 548,600 68.1 561,710 41.9 588,185 545 

183,955 113.2 212,113 52.8 241,551 71.9 277,872 32.7 296,245 57 0 

1,753,041 74.6 2,221,345 33.3 2.560,081 71.8 295,787 97.9 318,673 79.1 

1,118,965 AA.9 1,042,665 83.2 1,080,103 68.9 456,925 49.6 262,946 42.0 

675,154 22.1 662,584 83.1 624,072 71.1 660,819 67.2 737,935 66.2 

23714,247 74.1 2,437,184 68.2 2.172,523 66.3 2,071,941 51.0 2,017,359 38.9 

9,481,151 57.6 9,708,480 50.9 10,566,259 51.3 10,264,763 72.3 9305,895 71 6 

328,320 17.3 317,838 105.3 291,981 38.1 198,605 79.9 118,500 760 

(continued) 
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Appendix II 
PiveYear Cumulative Lose Rattoa for 
Spedfled Diaeaae Policies in Cumulative Lima 
Ratio Order 

Company Policy number 
Western & Southern 437 
Union Fidelity Life 2920 

Amer. Heritaae Life CPIF-HL 

i 982-86 
Cumulative 

earned 
premiums 

9,451,520 
7,975,485 

962,911 

i 982-86 
Cumulative 

loss 
ratio 
59 7 
59 7 

59 7 
Loyal American Life 12728 529,724 59 4 
Federal Home Life NAC-9384 1.867,249 59 1 

Unlted American XGXC 3,450,2&l 58 9 

Loval American Life 742 23,190.377 58 4 
Mutual of Omaha 32CLjF 585,436 58 4 
Union Fidelity Life 2140 54,123,142 58 1 

Federal Home Life NAC-9256 2,879,898 58 0 

Omaha lndemnitv Ml6 CLI 3,784.106 57 8 
Colontal Life & Accident F78 2,989,326 57 8 
Loyal American Life 
Amer. Familv Life 

999 1600,587 57 0 
A-9056 

Assurance 26C,851,144 56 8 
Liberty National Life 7019,631 7,089,822 56.6 

Liberty National Life 7018,632 7,131,173 56.6 

Llbertv National Lrfe 633 20.103.515 55 0 

Mutual Protective 
Amer. Heritage Life 

United American 

Colonial Life & Accident 

199 

CP-2 

CAXC 

0610 

12,532,517 54.0 

19,455,9?0 53.9 

6,716,089 53.3 

7,643.580 53.3 

Mutual of Omaha 86CLOIF 375,784 52.4 

Standard Life & Accident 909 941,328 51.2 

Lincoln Income Life 811/812 1,434,417 51 0 

United American XG 739,929 50 7 

Pennsvlvania Life 310 1.557.065 50 6 

Liberty National Life 834 9,366,888 50.5 

Lincoln Income Life H-801 -9-75 6.052,756 50.4 

Equity National EN 4418 21,190,366 50 1 
Teachers Protective Mutual 820/840/86OCA 801.147 50.0 

Mutual of Omaha 74CL/F 589,695 50 0 

Liberty National Life 
Federal Home Life 

Mutual of Omaha 

Mutual of Omaha 

7022,7024 14644,101 49 6 

NAG9385 2,185,769 4Q.l 

33CL/F 706,408 49 1 

33CLO/F-T 525,469 48 C 

Kentucky Central Life 
Amer. Family Life 

Assurance 

74001-8 1989686 48 f 

A-9520 
278.073945 48 C 
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Appedls II 
FiveYear Cnmulative L~IM ltatloe for 
Specified Disease Polidea in Cnmulatlve LWBE 
Ratio Order 

1986 1985 1984 i 983 1982 
1986 earned ioss 1985 earned loss 1984 earned ioss 1983 earned loss 1982 earned ioss 

premiums ratio premiums ratio premiums ratio premiums ratio premiums ratio 
2,290,482 74.4 23040,635 62.9 1,807,841 60.8 1,694,115 55.3 1.618,447 38.4 
1,826,617 54.9 1,840,885 61.3 1,470,983 63.9 1,422,OOO 62.9 1,415,ooo 56.2 

131,440 64.4 155,052 55.4 175,544 58.4 226,152 78.5 274,723 45 1 

91,916 83.1 118,382 64.9 108,392 44.4 102,515 46.6 108,519 606 
318,312 95.1 386,180 46.3 404,998 61.1 395,345 40.8 362,414 59 0 
620,690 56.7 719,668 55.1 679,575 62.8 717,323 68.3 713,004 51 5 

4,163,108 s 631 4.422,007 58.6 4,297,AAo 59.4 4,833,225 61 6 5,474,597 51 3 
174,545 79.4 160,642 36.3 133,019 48.1 80,691 81 5 36,539 41 2 

11,039,655 42.9 11,363,819 502 10542,668 58.6 11,438,000 66.2 9,739,ooo 74.3 
500,070 74.6 542,324 57.1 578,809 42.1 626,031 642 632,664 54.1 
673,736 17.1 912,143 69.5 819,251 72.3 716,895 38.0 662,081 86.5 
479.994 51.2 541.766 54.3 599,914 29.7 661,591 93.1 706,061 55.5 

262,145 51.3 284,914 51.2 323,960 447 338,913 55.7 390,655 762 

41,807,996 57.7 47,656,642 54.2 55,394,800 61.3 58,841,645 54.5 57,150.061 56.1 

887.779 61.9 14084,366 80.7 1,298,814 64.9 1,578,211 56.0 2,240,652 444 

1,015,184 59.2 1,174,863 74.7 1.350,083 52.4 1,552,563 62.8 2,038,480 42.9 

3,371,032 42.3 3,763,131 53.0 4,103,427 55.9 4,298,818 61.4 4,567,107 59.1 

2,220,666 49.3 2,317,395 40.1 2,669,859 50.4 2,626,215 59.2 2,698,382 68.1 

6,394,091 55.9 5,089,142 57.7 4,564,842 60.4 2,491,478 41.4 916,357 20.1 

2,789,262 88.0 2,037,620 54.7 1,135,331 32.7 523,875 26.0 230,001 273 

1,225,971 19.6 1,375,300 35.2 1,522,678 66.3 1,663,778 105.3 1.855,853 31.7 

130,383 63.7 69,854 44.4 55,955 -44.2 59,660 149.7 59,942 30.7 

157.190 AA.9 171,704 47.0 186,387 46.3 202,776 438 223,271 69.4 

2&O 67.4 268,268 40.5 283,617 60.5 301,453 25.6 333,429 623 
117Af3 51 7 134,069 58.5 145,459 56.1 164,423 52.9 178,115 38.2 

306.239 73.4 322.343 36.2 336.075 40.2 339,719 44 1 252,889 83.9 ---,--- 
1565.794 48.1 1.742.559 51.9 1,910.314 49.7 2,007,407 45.2 2,140,794 57.0 

1.084 343 44.5 1,149,172 

6,260,646 68.1 5,717,295 

173,290 41.4 170,046 

120,412 2.9 119,949 

4662.578 63.8 4.066,807 

338.611 72.1 406,483 

228,648 59.1 187,307 

189,490 49.3 129,773 

388.893 38.6 384.845 

54.6 1,206,263 
53.0 4,530,400 

38.1 167,707 

120.3 122.754 
51.7 3,390,784 

58.7 455,789 

51.8 142,151 

32.6 92.220 
47.2 399,588 

53.6 1,276,721 48.0 1,336,256 

39.7 3,024,446 

62.9 147.579 55.0 142,525 

50.8 

32.0 1.657.579 33 7 

543 

63.5 45.6 115,872 17.7 110,708 

38.9 2,111,627 35.6 412,305 

50.1 486,359 180 498,527 

35.0 93.234 73.9 55,068 

-32.4 70,570 133.8 43,416 131 1 

48.7 406,940 54.5 409,420 51 9 

28.0 

55.3 

-67 

53,447,866 58.5 65,512,418 48.6 76,478,292 47.7 55,973.743 38.2 26661,626 476 

(contmued) 
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FIveYear cumulative Loa ltatloa for 
Spedfled D&eme Polidea in Cum&tie hoe 
Ratlo order 

1982-88 1982-88 
Cumulative Cumulative 

earned IOSS 
Company Policy number premiums ratio 
Western 8 Southern 438 2,267,259 47 8 
United Insurance Co. of CA SERIES 

Amer. 1.460583 47 6 
Gulf Life 45701 2314,038 45 5 
Liberty National Life 7023,7025 25,754,217 45 4 
Amer. Income Life CMN 14,566,930 445 
Professlonal Ins. Corp. 60-6 657,688 44 2 
Federal Home Life NAC-9741 429,213 43.6 
Loyal American Life 1295 1,201,125 43.5 
Mutual of Omaha 32CLO/F-T 233,494 43 4 
Colonral Lrfe & Accident 0124 5,727,243 42.1 
Colonial Life & Accident 0797 7,728,842 41 5 
Mutual of Omaha 7OCL/F 787,325 40.9 
Libertv Life T401 H,T402H 17,288,685 407 
Lrfe & Casualty Co. of Tenn. LC718 4,144,567 40 5 
Mutual of Omaha BOCLO/F 9,581,279 40.3 
Vulcan Life 183 CY-11 2209,474 39.8 
National Casualty Co. 6415 2,747,941 39 2 
Mutual of Omaha 84CLO/F 2,615,413 38 9 
Professional Ins. Corp. 61-6 3,103,789 38 5 
Federal Home Life NAG9656 1 ,OO9,248 38 3 
Mutual of Omaha 6OCL/F 1,323,972 38 1 
Federal Home Life NAG9740 480,260 37 5 
Equity National EN4480 3,168,275 36.0 
Gulf Lrfe 45747 1,105,348 34.1 
Life Ins. Co. of Va. 699119052 2,053,Oi 2 33 8 
Mutual of Omaha 32CLOIF 904,223 33.6 
Gulf Life 45702 3,822,418 33.3 
Southern Life 717 979,260 31 5 
Gulf Life 45707 613,930 28 5 
Untted American CIXC 1,374,450 26.8 
Gulf Life 55901 626,669 25.5 
Transport Life 10357 22,511,877 22.7 
Equrty National EN 4498 2,410,954 18 9’ 
Gulf Life 55902 753,336 12.8 

Lone Star Life 

Totals 

GR3-717 645,201 12.4 

$1,594,928,298 
Averaaes 59 4 
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Appendix II 
PlvtYw Cumulative Law R8tioa for 
Spedned D&ease Policies In Cumulative Lose 
Ratio Order 

1988 earned 
premiums 

509,613 

737,468 

383,210 

8,670.OOO 

2.987.775 
100,654 

105,203 
341,153 

743,276 

1,036,130 

1,160,828 
134,984 

3,096,938 

605,846 

2,370,806 

429,632 

415,845 

585.528 
733,135 

276,791 

224,695 

114,234 

1,029,549 
22.306 

1985 1985 1984 1983 1982 
loss 1985 earned loss 1984 earned loss 1983 earned loss 1982 earned loss 
ratio premiums ratio premiums ratio premiums ratio premiums ratio 
62.9 475,251 50.7 431,449 55.0 421,450 38.5 429,496 28.7 

55.3 450,648 48.5 181,972 27.7 60,341 18.3 30,154 265 

55.1 422,798 36.3 446,989 54.9 486,655 53.2 572,386 31 8 

57.9 7,311,157 49.7 5,876,551 33.4 3.275,102 279 621,407 28.5 

402 2,767,991 42.9 2,835,367 43.6 2,957,543 62.2 3,018,254 33.5 

358 108,985 53.7 136,970 53.1 156,409 33.9 154,670 45.7 

67.0 106,662 4.9 103,640 741 75,412 12.4 36,296 66.3 

42.3 278,477 293 232,967 44.6 184,463 54.0 164,065 57.0 

344 658,461 53.6 559,513 37.3 398,373 56.7 223,871 34.7 

13.9 1,130,672 47.1 1,143,693 38.8 1,182,227 444 1,234,521 62.0 

15.7 L329.524 79.1 1,512,082 62.5 1,723,271 11.5 2,003,137 41.4 

36.9 141,644 47.3 154,644 16.7 170,491 33.6 185,562 65.7 

53.2 3,355,601 39.0 3342,046 42.3 4293,578 31.7 3,200,522 40.8 

87.6 698,807 45.3 789,536 39.2 933,131 27.7 1,117,247 23.4 

37.4 1,825,860 52.3 1,746,629 23.4 1,777,386 47.6 1,860,598 41 3 

7.9 494,357 40.8 437,696 55.8 407,650 49.3 440,139 45.0 

33.5 470,161 26.7 536,659 35.3 628,786 30.2 694,490 62.2 

24.6 506,731 56.4 525,050 9.8 512,950 66.0 485,154 40.7 

43.9 678,673 38.9 642,969 43.2 549,888 26.2 499,104 37.5 

639 275,885 16.9 207,060 54.6 141,162 9.0 108,350 34.0 

39.7 241,869 52.4 262,880 36.9 284,197 53.2 310,331 11.4 

56.9 116,785 12.6 120,724 20.3 83,320 58.8 45,197 59.7 

44.8 830,049 45.5 660,002 21.3 459,928 31.4 188,747 8.4 

52.1 233.445 20.7 252,095 36.0 276,920 44.8 320,582 31.7 

309,281 51.8 358,566 36.0 415,303 45.5 462,670 4.3 507,192 38.5 

261,058 39.3 229,535 31.3 192,505 440 142,583 7.1 78,542 44.2 

598,570 44.7 666,258 40.2 725,255 39.3 813,882 36.0 1,018,453 14.0 

159.688 23.0 175.990 61.7 194,707 22.1 218,268 32.1 230,627 21 9 

19,008 43.1 1211245 13.8 135,028 37.0 152,586 32.3 186,063 273 

558,973 26.2 420,113 30.2 243,879 18.4 103,143 34.0 48,342 30.4 

99,067 55.2 110,395 12.1 122,374 31.5 135,123 15.6 159,650 20.0 

6,256,726 22.8 5,345,246 16.7 4,457,733 21.5 3,780,561 20.8 2,671,611 39.2 

738,846 18.6 744,107 30.0 497,794 4.3 279,418 22.7 150,789 6.9 

111,855 4.1 126,086 43.1 142,321 29.1 162,799 32.1 210,275 -26.8 

303,189 14.5 196,340 8.3 108,248 17.7 35,486 1.9 1,938 0.0 

$307,515,003 $327,417,814 W&257,153 $321,511,933 $293,228,595 

62.2 57.2 57.7 60.2 59.8 
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