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Gen Re is pleased to present this summary of key highlights from our 2017/2018 U.S. Medicare Supplement
Market Survey. The full survey covers Medicare Supplement results and market trends for 2017, capturing
sales and in-force data, claim metrics including trends and staffing, underwriting tools and practices,

rate increase activity and distribution details. The comprehensive report is made available only

to participating companies.

A total of 52 questionnaires were completed for this year’s survey, representing 74 companies with
Medicare Supplement (Med Supp) business. Throughout this summary, the percentage (or number)

of companies refers to the 52 completed questionnaires. Additionally, depending on the type of question,
not all companies were eligible to answer. To aid in your review, the number of responding companies

is displayed as “R=".

Previously, this survey was segmented by active and closed companies, while this year the segmentation
is by open and closed blocks (within a company). Blocks of business that accepted new applications in

2017 are referred to as “open blocks.” The majority of participating companies have both open and closed
blocks of business. (Exhibit A)

Exhibit A. Participating Company Status

Open Blocks Only (Actively selling) 17.3%

Closed Blocks Only (No longer selling) 21.2%

Managing Both Open and Closed Blocks 61.5%
R=52

In previous surveys, results were segmented based on active versus closed companies. As this year’s
segmentation is based on open versus closed blocks of business, the current growth rate cannot be
directly compared to historical results.



SUMMARY OF RESULTS

Total Annualized In-force Premium and Lives for 2017

Participating companies reported $22.2 billion of in-force premium for 2017, representing an increase
of 6.3% over 2016. (Exhibit B) When focusing only on open blocks for companies actively selling Medicare
Supplement, the growth rate increases to 15.2% for in-force premium.

Exhibit B. In-force Growth Rates (2017 vs. 2016)

- All Companies - Open Blocks Closed Blocks

Total 6.3% 4.8% Total 15.2% 13.6% -6.9% -11.9%
R=51 R=40 R=44

Total Annualized Sales Premium and Lives for 2017

In 2017 new sales premium totaled nearly $2.3 billion, representing a decrease of 3.9% compared to 2016.
Gen Re estimated the 2016 and 2017 premium figures for one company and they are included in the sales
growth results. (Exhibit C)

Exhibit C. Sales Growth Rates (2017 vs. 2016)

I T T

Total -3.9% 3.3%

R=Premium: 39; Lives: 39

Source of 2017 New Sales Premium and Lives

On average, Plan F accounts for 46.3% of the total sales premium in 2017 and remains the most sold plan.
(Exhibit D) Excluding two companies that sell only in waiver states, all participating companies sold Plan F
in 2017. In comparison, more than 65% of the participating companies reported selling Plans A, G,
and/or N; these three plans combined represent 38.8% of sold premium in 2017.

Exhibit D. 2017 New Sales Premium and Lives by Plan Type
m % of Companies Reporting Sales Premium

- 95%
100% ° 87%

74%
75% 4 69%
59%
51%
9%
0% 36% 36% 36%
25% - 18%  15%
BB _
0% T T T T T T T T T T == T T

PlanA PlanB PlanC PlanD PlanF PlanHiF PlanG PlanK PlanL PlanM Plan N Waiver
States

R=Premium: 39; Lives: 40
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SUMMARY OF RESULTS

Exhibit D. 2017 New Sales Premium and Lives by Plan Type (cont’d)

H % of Premium Sold m % of Lives Sold
50% - 46%
41%
40% -
30% 31%
30% -
20% -
10% - 7% 9% 10% 700 794
3% 2% 4%
1% 0% 1% 1% 1% 1% 0% 0% 0% 0% 0% 0%
0% T T T T
PlanA PlanB PlanC PlanD PlanF Plan Hif PlanG PlanK PlanL PlanM Plan N Waiver
States
R=Premium: 39; Lives: 40
Over one-third of 2017 new sales premium was attributed to policyholders that were age 65. (Exhibit E)
Exhibit E. Percentage of 2017 New Sales Premium and Lives by Age
100% - % of Premium  m % of Lives Sold
75% -
50% -
34% 38%
23% 25%
25% + 16% 15%
S— 1% 9% 9% 704
0% -
Under 65 65 66 —70 71-75 76 — 80 80+
Age

R=Premium: 38; Lives: 38

Sales premium attributed to underwritten applications decreased from 45.8% in 2016 to 39.2% in 2017.
(Exhibit F)

Exhibit F. Percentage of Sales Premium by Source
(Comparison of Companies Providing 2016 and 2017 Data)

Open Guarantee Underwritten
Enrollment Issue

% of Premium Sold in 2016 38.6% 15.5% 45.8%
% of Premium Sold in 2017 43.0% 17.8% 39.2%
R=28
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SUMMARY REPORT

2017 Claims Trend

When comparing 1992 and 2010 Standardized Plans for participating companies with closed blocks,
2010 Standardized Plans averaged a lower observed claims trend. (Exhibit G)

Exhibit G. 2017 Observed Claims Trend by Plan Type (Including Aging)

Open Closed
Blocks Blocks
2010 Standardized Plans 5.1% 4.6%

1992 Standardized Plans — 4.9%

R=2010 Standardized Plans Open Blocks: 35, Closed Blocks: 18;
1992 Standardized Plans Closed Blocks: 40

2017 Lapse Rates

For 2017 the average reported lapse rate (including mortality) was 9.7% for open blocks and 13.1%
for closed blocks. (Exhibit H) Compared to 2016, 47% of open blocks experienced an increase,

32% experienced a decrease, while the remaining stayed the same. Over half (56%) of closed blocks
experienced an increase year over year.

Exhibit H. 2017 Lapse Rates

Open Closed
Blocks Blocks

Average Lapse Rate 9.7% 13.1%

R=Open Blocks: 40; Closed Blocks: 43

2017 Underwritten Applications (Open Blocks Only)

On average, 76.7% of underwritten applications were approved and placed, while 15.9% were declined
in 2017. (Exhibit I) When focusing only on the 33 companies that provided data for 2016 and 2017,
the decline rate increased from 16.5% to 17.5%.

Exhibit I. Percentage of 2017 Applications
Going Through the Underwriting Process

I

Approved and placed 76.7%

Approved but not taken 4.3%

Declined 15.9%

Incomplete 3.2%
R=38
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SUMMARY OF RESULTS

Processing Underwritten Applications (Open Blocks Only)

The average turnaround time on an underwritten application in 2017 was 5.1 business days.

For the purpose of this survey, an automated underwriting system was defined as a system to approve
underwritten, web-based applications without human involvement. Eight of the 40 companies use an

automated underwriting system and seven companies plan to implement a system within the next
24 months.

Distribution and Compensation (Open Blocks Only)

Over half (54%) of the participating companies reported they are currently selling direct-to-consumer.
This was defined as selling a Medicare Supplement policy over the phone, online, via mail or a combination
of these methods without assistance from a traditional agent who is paid a traditional compensation.

Most companies use an in-house call center as well as online support for their direct-to-consumer business.
(Exhibit J) Six companies reported using both in-house and third-party call centers.

Exhibit J. Percentage of Companies Supporting Direct-to-Consumer Business by Method
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R=22
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Gen Re, a Berkshire Hathaway Company, is one of the leading Life/Health and Property/Casualty
reinsurers in the world. Our North American Life and Health reinsurance company, General Re Life
Corporation, has superior financial strength ratings among life and health reinsurers. Gen Re delivers
customized reinsurance programs and risk management solutions for the Life, Medicare Supplement,
Critical Illness and Individual Disability markets. Through our research, we also offer valuable information
and insights. For more information, visit www.genre.com.

Gen Re offers tailor-made reinsurance programs and risk management solutions for the following
lines of business:

Critical Iliness Individual Disability Income
Group Life and AD&D Medicare Supplement
Individual Life

A++ (Superior) from A.M. Best | AA+ from Standard & Poor’s
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Gen Re has produced this comprehensive report for the exclusive use of the participating companies. No part may be shared with other organizations, redistributed, reproduced or
reprinted in whole or in part without Gen Re’s written permission. The information contained in this report has been gathered from participating companies. Gen Re takes great care to
check and verify the data provided, but makes no representation as to the accuracy of information submitted by participating companies.
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