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Timeline of Major Market Changes

Relatively New Coverage - Due To Increasing Life Expectancies & Growing Elderly Population

1970 1980 1990 2000 2010
I
1970’s - Early Generation Early 1990's, Early 2000’'s - Federal EE
NH Only, Following Comprehensive Policies Program, Combo
Hospital Stay (3 Day With ADLs (Activities Of Products, Rate Stability,
Minimum), “Medical Daily Living) And CI Revised Reserve
Necessity” (Cognitive Impairment) Standards & RBC

Triggers, ALF

1980’s - Removal Of Prior Late 1990’s — Federally Tax- Recently — Partnership,
Hospital Stay Gatekeeper, Qualified Policies, Improved Company Exodus due to

Change To “Medically Underwriting & Care Low Interest and Lapses
Necessary”, Some HHC Management

Only, Mandatory Inflation
Protection Offer &
Nonforfeiture
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Individual Long-Term Care Sales

In 2014, individual LTCI sales were $316 million
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Source: LIMRA, Individual Long-Term Care Insurance Annual Review, ongoing
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Individual Long-Term Care Insurance Sales Trends*
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Individual and Group LTC Insurance Market

2014 LTC Insurance In Force

Growth Premium Growth

Lives Rate* (000) Rate*

All LTCI Business in Force * >7.350,000 -1% ~12,100,000 1%
All Individual LTCI Business >4.800,000 -1% ~10,000,000 1%
All Group LTCI Business >2.300,000 -1% ~ 2,100,000 2%

M Includes LIMRA estimates for non-participants
* Percent change from same period prior year

Source: LIMRA, 2014 Long-Term Care Insurance Annual Reviews.
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TOp Ind|V|dua| Wl‘iteI‘S (Broker World Surveys)

2004 Top Writers 2014 Top Writers

Production Production

Rank Company ($millions) Rank Company ($millions)
1 Genworth 153 1 Genworth 90
2 John Hancock 114 2 Northwestern 57
3 MetLife 86 3 John Hancock 32
4 Bankers Life & Casualty 62 4 Mutual of Omaha 31
5 MassMutual 25 5 Transamerica 16
6 Allianz 24 6 New York Life 15
7 UNUM 20 7 Bankers Life & Casualty 12
8 Lincoln Benefit 19 8 LifeSecure 11
9 Prudential 19 9 MedAmerica 10
10 Penn Treaty 18 10 MassMutual 10
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Changes in Carrier Landscape

L Milliman

Out of market since 2004:

MetLife

Allianz

UNUM

Lincoln Benefit
Penn Treaty
Physicians Mutual
Equitable L&C
State Life
Kanawha

AFLAC

Source: Annual LTC Insurance Surveys, Broker World Magazine

More recently departed:

Prudential

CUNA Mutual
AlG

American Fidelity
Berkshire
American General
Humana

MedAmerica

Back in the market:
= Thrivent
= Aegon

New carriers:
= LifeCare



Review of Primary LTC Insurance Product Risks

LTC morbidity higher  Primary management lever is rate increases Critical to continuously monitor
than expected Morbidity trends positive (variable by company)
Milliman LTC Guidelines are converging

Persistency higher Primary management lever is rate increases Primary reason for most rate increase filings
than expected Current pricing lapse rates very low — therefore
more limited downside risk
Mortality becoming more known

Interest Rate Risk Hedging opportunities Limited ability to receive rate increases based on
Product design interest rates different than expected (also depends
on loss ratio)

Regulatory Risk Limited ability to manage Regulatory risk relative to rate increases is a major
concern for many companies
Concern over limitation on product innovation and
reserve and capital requirements
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Survey of Companies that Exited Market

Reasons Cited for Exiting Market
80%

72% LifePlans/SOA Survey of 29 companies who
70% have exited the market.
62%
60% : L
52% Companies had initially measured success
50% 48% 48% _ :
by growth; secondly, by profits.
40%
. 62% of companies took rate increases before
’ exiting; 55% changed product design.
20%
10% Only 10% have not taken rate increases.
0%
m Not Hitting Profit Objectives m Concern about Rate Increases
m Risk Assessment m Lack of Confidence to Manage Risk

m Capital Requirements
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Caveats and Limitations

= These slides provide general information on the LTC insurance market. We do not intend this
information to benefit or create a legal obligation to any third party that is provided this
information.

= The data provided in this presentations is for illustration only and should not be relied on in any
way. Actual results will differ from the illustrations included in this presentation

= Guidelines issued by the American Academy of Actuaries require actuaries to include their
professional qualifications in all actuarial communications. Andrew Dalton is a member of the
American Academy of Actuaries and meets the qualification standards for performing the
analyses in this presentation.
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