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What is Travel Insurance?

o Trip cancellation/trip interruption coverage

o Trip delay coverage

o Emergency medical expense coverage
 Emergency medical evacuation coverage

o Baggage loss and delay coverage

o Accidental death and dismemberment coverage
o Car rental coverage

o Coverage options
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Trip cancellation/trip interruption coverage

o Covered causes of loss typically include:
Unexpected injury or iliness of the traveler, a family member or a traveling companion
Death of the traveler, a family member or a traveling companion
Military duty call-ups
Adverse weather or natural disasters
— Excluding events that occur before coverage is purchased, such as formation of a hurricane
Damage to the traveler's home due to fire, flood, volcano, earthquake, burglary, etc.
Subpoena or jury duty
Hijack or quarantine
Unexpected termination of employment
Unexpected default of a tour operator, airline, hotel, resort, travel supplier, etc.
Felonious assault
Labor disputes

Terrorist incidents
— Excluding events that occur before coverage is purchased
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Trip cancellation/trip interruption coverage

o Sometimes, packages exclude one or more of the above perils
In some cases, excluded perils can be added for an additional cost

o Cancellation for business reasons is sometimes provided or can sometimes be
purchased as an endorsement

Provides coverage for cancellation because the traveler has to work

o Cancellation for any reason is sometimes also available for purchase
Provides change-of-mind coverage
No fortuitous event required
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Trip cancellation/trip interruption coverage

o Generally provides coverage for:

Cancellation penalties (nonrefundable payments or deposits) imposed by tour
operators, airlines or common carriers

Change fees
Any other non-refundable costs (such as for excursions)

Charges incurred for cost differences if a traveling companion cancels a trip, but the
covered person does not (for example, the difference in cost between single and
double occupancy)

If the traveler must return home:

— Additional transportation expenses

— The value of unused airfare

— The unused portion of nonrefundable land or sea travel arrangements

Additional accommodation and/or transportation expenses if the traveler or a traveling
companion is hospitalized or is medically unable to travel

Costs to return the traveler’s vehicle to his or her residence if a trip is interrupted and
he or she returns home via alternate transportation

Transportation expenses associated with rejoining a covered trip
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Trip delay coverage

o Covered causes of loss typically include:
Delay or cancellation of a flight
Denied boarding due to overbooking
Delays caused by a missed flight connection due to late arrival of an incoming flight

Generally provides coverage for:
Hotel accommodations
Transportation
Food
Necessary personal articles and business effects

A travel delay between 3 and 12 hours typically applies

Coverage is typically subject to both a per-day and an aggregate limit
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Emergency medical expense coverage

Covered causes of loss typically include:
Sickness or accidental injury while on a covered trip

Generally, provides coverage for:
Treatment by a doctor

Emergency services and/or hospitalization
Prescriptions
Ambulance services

Dental coverage may or may not be provided

Coverage can be either primary or excess
Depends on provider preferences and state regulations
Excess to primary medical insurance; coverage pays deductibles, coinsurance, etc.

Coverage typically concludes when the traveler returns to the initial departure
location, even if medical costs continue to be incurred for a sickness or injury
that occurred during the covered trip
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Emergency medical evacuation coverage

o Covered causes of loss typically include:
Sickness or accidental injury while on a covered trip

Generally provides coverage for:
Evacuation to the nearest adequate medical facility

If extended hospitalization is required, visitor to bedside coverage may also be
provided

» Airline change fees may also be covered
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Baggage loss and delay coverage

o Covered causes of loss typically include:

Unexpected/unintentional loss, damage or theft of baggage

— In some cases, coverage is only available while on airport premises or when the baggage is in
the care of an airline or common carrier; coverage sometimes also extends to hotel/motel

property
— In other cases, coverage is available for the duration of a trip

Delay of baggage due to the fault of an airline of common carrier

Generally provides coverage for:
Either actual cash value or replacement cost of bags which are lost, damage or stolen

The cost of replacing or renting necessary personal articles and, in some cases,
business effects if bags are delayed

— A waiting period between 3 and 24 hours typically applies

Coverage may be subject to per article and high-risk article limits

Certain items (cash, securities, etc.) are typically excluded

Coverage can be either primary or excess
Excess to airline or innkeeper liability
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Accidental death and dismemberment coverage

o Covered causes of loss typically can include:
Accidental death and dismemberment while traveling by air or common carrier
24-hour accidental death and dismemberment coverage

o Generally provides coverage for:
The stated benefit amount in the case of death

A percentage of the stated benefit amount depending on the severity of the
dismemberment

— For example, 50% of the stated benefit may apply for loss of one hand, while 100% may apply
for loss of both hands
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Car rental coverage

o Covered causes of loss typically can include:
Physical damage coverage (comprehensive and collision) on the car
First-party accidental injury coverage
Personal effects
Accidental death and dismemberment coverage

o Generally provides coverage for:

Cost of repairs to the vehicle, limited to no more than the actual cash value of the vehicle

— Coverage is typically limited to some maximum between $25,000 and $100,000, and a deductible
sometimes applies

— Towing is also typically covered; loss of use is sometimes also covered
Medically necessary treatment of injuries suffered in an accident
Damage to or theft of personal effects in the car

The stated benefit amount in the case of death

A percentage of the stated benefit amount depending on the severity of the dismemberment

— For example, 50% of the stated benefit may apply for loss of one hand, while 100% may apply for loss
of both hands
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Car rental coverage

o Coverage for physical damage and accidental death and dismemberment is
typically primary
o Coverage for first-party injury coverage and personal effects coverage is
sometimes excess
Depends on provider preferences and state regulations
Excess to medical insurance and homeowners insurance
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Coverage options

o Typically, products can be purchased as a package that includes multiple
components, or coverages can be purchased on a stand-alone basis

Most providers offer multiple fixed packages with varying limits and coverage terms

Basic packages sometimes exclude certain coverages, such as flight accident and car
rental coverage, but allow additional coverage to be added
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Program administration

o Popular travel insurance administrators/marketers include Travel Guard, Access
America, Travelex and American Express

e The product administrator/marketer is often not the underwriter of the product
May have to review the policy form to find the insurance company underwriting the program

Travel Guard’s products are underwritten by National Union Fire Insurance Company, a Chartis
subsidiary

Access America’s products are underwritten by Jefferson Insurance Company and BCS Insurance
Company

Travelex’s products are underwritten by Nationwide, Old Republic Insurance Company and United
States Fire Insurance Company

American Express’s products are underwritten by AMEX Assurance Company

e The travel programs are usually marketed through many different channels
Travel agents
Travel websites, such as Orbitz, Travelocity and Expedia
The travel program’s own website, such as travelguard.com
Other websites specifically devoted to travel insurance, such as insuremytrip.com
Travel service providers, such as airlines, hotels and car rental companies

o Third party administrators are commonly used for customer service, policy issuance,
claims handling and data collection
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Rating plan structures and rating variables

» Rating plan structures typically depend on the
coverage option

» Pricing for packages is usually based on trip cost
and age of traveler

— Claim costs tend to increase as trip cost increases

— Non-refundable cancellation/interruption costs
are higher

— More expensive trips tend to be longer, which not
only increases the potential for trip interruption
claims, but also increases the potential for claims
under other coverages, such as medical expense
coverage

— More expensive trips tend to be to international
destinations, which increases the potential for
medical evacuation claims

— Frequency for coverages such as trip
cancellation/interruption and medical increase
dramatically with age of traveler
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Rating plan structures and rating variables

» Rating plan structures typically depend on the coverage option
Pricing for stand-alone coverage is usually based on the limit of coverage and/or age

— For stand-alone baggage and trip delay, pricing typically depends only on the limit of coverage
purchased

— Medical coverage pricing is often based on both limit of coverage and age of traveler
Car rental pricing is typically stated on a per-day basis, but is sometimes stated on a per-
rental basis

o The sophistication of the rating structure is sometimes dictated by the marketing
approach
In some cases, insurers have begun taking very sophisticated approaches based on
predictive modeling, similar to what has been done in lines of business such as personal
auto and homeowners
For products sold on a provider’s website or through travel agents/providers, more
sophisticated approaches can often be taken

— Pricing for coverage sold to tour operators covering larger groups sometimes includes experience and
schedule rating adjustments

However, in some cases, relatively simple approaches are taken for ease of administration
— For example, the pricing for products offered on some travel sites such as Orbitz.com is stated as a
percentage of the trip cost, with no variation in pricing by age of traveler
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Pricing approaches and considerations

» As with many other lines of business, the larger traveler insurance providers have invested
significant time and effort building robust databases and using more sophisticated analysis
techniques

» The simpler pricing structures based on trip cost/limit of coverage, traveler age and
(sometimes) destination have been replaced with much more complex structures that consider
many more variables, such as:

Trip length

Departure month

Number of days between purchase of coverage and trip departure
Destination

State of residence

» Pricing for tour operators, cruise lines, etc., may consider additional variables, for example:
Number of insureds in booking
Percentage of travelers buying insurance
Travel to remote or dangerous locations
Travel to locations without appropriate medical facilities
Factor to account for cancellation policy
Number of destinations
Type of travel (e.g., air/land, cruise)
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Pricing approaches and considerations

o Important to consider policy terms and conditions as covered perils and
covered expenses vary between programs and may even vary between
coverage options within the same program

o Expense considerations
Commission expense should reflect the marketing channels used for the program
Expense loads should reflect the expenses of the third party administrator used for the
program
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Data sources

o Program pricing development may consider data from many different sources
Historical underwriting experience for the program
Experience from other travel programs underwritten by the company
Exposure information from potential marketing partners
Travel insurance filings from competitors
Information from travel industry trade associations

Bureau of Transportation Statistics ( )

National Safety Council (Injury Facts book and )
Federal Aviation Administration ( )

National Transportation Safety Board ( )
National Center for Health Statistics ( )

National Highway Traffic Safety Administration ( )
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Travel program filings

o Travel program pricing and policy forms change infrequently
Common for programs to only change every three to five years

o Travel programs are generally filed under the Inland Marine line of business
Since travel programs include a mix of property/casualty (“P&C”) and accident/health
coverages (“A&H”), some states require P&C and A&H coverages be filed separately
— P&C coverages include trip cancellation/interruption, trip delay and baggage
— A&H coverages include emergency medical expense, emergency evacuation and accidental

death and dismemberment

o Travel programs are filed as group or individual policies, depending on state

regulations and provider preferences
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Questions?
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