BACKGROUND PAPER

ON

PAYMENT OF SERVICEMEMBERS’ GROUP LIFE INSURANCE (SGLI) PROCEEDS

The Alliance Account

· The Office of Servicemembers’ Group Life Insurance (OSGLI) will no longer mail to the beneficiary a check for the amount of the insurance proceeds

· Procedures for filing a claim application remain the same

· Effective 1 June 1999 a Prudential Alliance Account became the standard method of payment for all OSGLI claims except those listed below, which will be made via check:

· Installments

· Claims of less than $5000

· Payments to beneficiaries residing in foreign countries

· Claims that require certified checks

· Proceeds payable to multiple parties (i.e., co-executors, co-guardians)

· Guardianship claims that:

· Are Joint with the court

· The bank is the trustee

· Require deposit into another bank

· Require dual signatures

· Require deposit into the court

How it works

· The Prudential Alliance Account is a personalized interest-bearing checking account for beneficiaries of group life insurance proceeds of $5000 or more

· When a claim is approved by OSGLI for payment, life insurance benefits will automatically be placed in the Alliance Account in the name of the beneficiary.  The beneficiary can withdraw all or part of the proceeds immediately or leave the funds in the account to earn interest from the date the Alliance Account is opened

· As soon as the account is opened, the beneficiaries are mailed an Alliance Account Kit with the checking account.  This information package includes:

· A cover letter

· A certificate outlining the terms and conditions of the account (including amount deposited, initial interest rate and yield)

· A user-friendly brochure explaining the Alliance Account

· An Information Request Form (including a W9 Certification for social security number verification)

· A beneficiary designation form

· 15 checks (additional checks may be ordered at no cost)

· A representative will call the beneficiary when the Kit is mailed to explain that it will be arriving in a few days.  With permission from the beneficiary, the representative will call a second time after the Kit has been received to verify information and address any questions or concerns

Advantages for Recipients

· Time.  The Alliance Account allows recipients the time necessary to make serious financial decisions during a difficult period.

· Access.  Recipients will have immediate access to their funds through the checking account (withdrawals are subject to a $250 minimum)

· Interest.  Funds in the account earn interest from the date the Alliance Account is opened.  The interest credited is comparable to rates earned on six-month certificates of deposit.  The interest is compounded daily and credited monthly.  Interest rates may change monthly but at no time will the interest fall below the guaranteed minimum of two percent

· Customer Service.  Beneficiaries will have access to a toll-free customer service number for times when questions or concerns arise

Customer Service

· Prudential has an Alliance Account Service Center exclusively dedicated to answering beneficiary questions about the Alliance Account.  The staff at the Center has on-line access information.  Representatives are available toll-free at 1-800 353-4160 or 1-800-654-7637, Monday through Friday, 0800 to 2000 Eastern Time, to answer questions about:

· The Alliance Account Kit

· The account balance

· Current interest rates

· Operation of the account

· Information regarding settlement options

Minimum Balance

· The account is automatically closed if the balance falls below $250.  If the account is closed, a check will be sent immediately to the beneficiaries for the balance including accrued interest

· In order to participate in the Alliance Account, proceeds must be equal to or greater than $5000

Account Fees

· There are no fees for normal account servicing.  For special services, the following fees apply:

· Checks returned unpaid:  $10 per return

· Stop payment request:  $12 per request

· Copies of individual checks or statements:  $2 per copy
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