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Genworth Financial

« Publicly traded global financial security company

— Wrote its first policy in 1871 as The Life Insurance Company of Virginia
— Fortune 500 company

— Recognized in the S&P 500 Index

« Products include:
— Long term care
— Mortgage insurance
— Annuities
— Life Insurance
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Long Term Care

- Can be broadly defined as care provided by another party for the
benefit of those who are unable to care for themselves.

- At least 70% of people over 65 will need long term care services at
some point in their lives.

- Long term care insurance helps protect family and friends from the
burden of caregiving.

- Helps recipients maintain control and choice of where they receive
their care.
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What is the data?

- Contains 31,488 policies which had a claim between 1994 and
2003. 26,114 of these policies are closed.

— A policy is considered closed if Genworth is no longer making claim payments
to it.
- Of those closed policies in our data set:
— 15,250 of them were due to death
— 5,954 of them were due to recovery
— 3,948 of them were due to benefit exhaustion
— The remaining 962 were split between 12 miscellaneous reasons
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Data Analysis
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Frequency Correlation Method
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Frequency Correlation Method
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Frequency Correlation Method
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Factors We Analyzed:

- Begin Duration - Gender

- Benefit Increase Option  Initial Diagnosis Code
- Benefit Period - Issue Age

- Claim Age « Marital Status

- Claim Age Group « Original Benefit Claim Coverage
« Claim ID « Plan Type

« Client Set Out of Force Date « Policy Status

« Close Reason « Replacement Indicator
« Company « Risk Commenced Year
« Current Diagnosis Code - U.S. Region
 Elimination Period - Total Days on Claim

« End Duration
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Factors We Analyzed:

- Begin Duration - Gender

- Benefit Increase Option  Initial Diagnosis Code
- Benefit Period - Issue Age

- Claim Age « Marital Status

- Claim Age Group « Original Benefit Claim Coverage
« Claim ID « Plan Type

« Client Set Out of Force Date « Policy Status

« Close Reason « Replacement Indicator
« Company « Risk Commenced Year
« Current Diagnosis Code - U.S. Region
 Elimination Period - Total Days on Claim

« End Duration
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Count of Exhaustedé Count of Closed Total Exhausted Total Closed
Issue Age Policies Policies Slope Policies Policies
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Factors We Analyzed:

- Begin Duration - Gender

- Benefit Increase Option  Initial Diagnosis Code

- Benefit Period - Issue Age

- Claim Age - Marital Status

- Claim Age Group - Original Benefit Claim Coverage
« Claim ID  Plan Type

« Client Set Out of Force Date « Policy Status

« Close Reason « Replacement Indicator
« Company « Risk Commenced Year

« Current Diagnosis Code - U.S. Region
 Elimination Period - Total Days on Claim

« End Duration
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Key Predictive Factors:

- Begin Duration  Gender

- Benefit Increase Option  Initial Diagnosis Code

- Benefit Period - Issue Age

- Claim Age - Marital Status

- Claim Age Group - Original Benefit Claim Coverage
« Claim ID  Plan Type

« Client Set Out of Force Date « Policy Status

« Close Reason « Replacement Indicator
« Company « Risk Commenced Year

« Current Diagnosis Code - U.S. Region
 Elimination Period - Total Days on Claim

« End Duration
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Gender and Marital |Count of Exhaustedé Count of Closed éTotaI Exhausted Total Closed
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Factors We Analyzed:

- Begin Duration - Gender

- Benefit Increase Option  Initial Diagnosis Code
- Benefit Period - Issue Age

- Claim Age « Marital Status

- Claim Age Group « Original Benefit Claim Coverage
« Claim ID « Plan Type

« Client Set Out of Force Date « Policy Status

« Close Reason « Replacement Indicator
« Company « Risk Commenced Year
« Current Diagnosis Code - U.S. Region
 Elimination Period - Total Days on Claim

« End Duration
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Summary of Individual Factors We Analyzed:

Known During Underwriting

Predictive

Marital Status (9.0%)

Gender (13.9%)

Benefit Increase Option (14.8%)
Issue Age (22.0%)

Benefit Period (28.2%)

Unknown During Underwriting

Not
Predictive

Plan Type (0.0%)

Replication Indicator (0.8%)

Company (0.9%)

Elimination Period (2.3%)

Claim ID (4.3%)

Original Benefit Claim Coverage (5.8%)
U.S. Region (6.0%)

: C Ny
Genworth Financial .

Risk Commenced Year (5.2%)
Claim Age Group (6.3%)

Policy Status (11.7%)

Claim Age (12.0%)

Begin Duration (17.7%)

Initial Diagnosis Code (31.1%)

End Duration (22.0%)

Client Set Out of Force Year (23.2%)
Current Diagnosis Code (39.8%)
Total Days on Claim (65.9%)

Close Reason (100.0%)
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Conclusion

Benefit Increase Option - 14.8%

Gender - 13.9%

Benefit Increase Option & Gender - 21.5%

Benefit Increase Option - 14.8 %

Benefit Period - 28.2%

Benefit Increase Option & Benefit Period - 31.8%

Issue Age - 22.0%

Benefit Period - 28.2%

Issue Age & Benefi

t Period - 34.7%

Issue Age - 22.0%

Marital Status - 9.0%

Issue Age & Marital Status - 23.6%

Marital Status - 9.0%

Benefit Period - 28.2%

Marital Status & Benefit Period 30.7%

Marital Status - 9.0%

Gender - 13.9%

Marital Status &

Gender 16.6%

Benefit Increase Option - 14.8%

Marital Status - 9.0%

Marital Status & Benefit Increase Option - 18.4%

Benefit Period - 28.2%

Gender - 13.9%

Benefit Period & Gender - 33.4%
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Not all factors are available to predict benefit
exhaustion at time of underwriting.

Not all factors that are available demonstrate
predictive abilities.

The most predictive factor is benefit period, where
policies with smaller benefit periods tend to exhaust
more frequently.

— Followed by issue age, benefit increase option, gender,
and marital status, respectively.

When combining multiple predictive factors the result
tends to be more predictive.

This process should allow Genworth Financial to better
predict which of their policies are going to close due to
benefit exhaustion.

— Knowing this information will allow Genworth to better
refine their underwriting process
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Questions?




