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SUPERI NTENDENT LEVIN: Good norning, |adies and
gentlemen. M nane is Neil Levin. 1'mthe
Superi ntendent of Insurance in New York State.
Wth ne, on our panel today, on ny |left we have
Gene Murphy, who is a supervising insurance
exam ner in our Life Insurance Bureau. On ny
direct left is Jeff Angelo, who is the Acting
Bureau Chief in the Life Bureau. To ny right is
Greg Serio, the First Deputy Superintendent. To
his right is Kevin Ranpe, the Departnent's
General Counsel, and all the way at the end,
| ast but not least, is the Deputy Genera
Counsel , Audrey Samers

I'"ve called this public hearing to receive
testinmony regarding the plan of the Metropolitan
Li fe Insurance Conpany, which | will refer to as
MetLife, to convert froma mutual life insurer
to a stock life insurer. The process called
denutual i zati on. Section 7312 of the insurance
| aw, enacted in 1988 by the New York State
| egi slature, specifically authorizes a donestic
nmutual life insurance conpany to reorganize into
a domestic stock life insurer. The statute
provides that if the conpany w shes to
reorgani ze, its Board of Directors nust adopt a



pl an of re-organization by an action of
three-fourths of its entire board. Before such
pl an can becone effective, approval by
two-thirds of its policyholders who vote, and

t he superintendent, is required.

The purpose of the public hearing is to
recei ve testinony upon the fairness of the terms
and conditions of the plan of re-organization
t he reasons and purposes of the nutual life
insurer to demutualize and whether the
reorgani zation is in the interest of the usual
life insurer and its policyhol ders and not
detrinmental to the public.

On Septenber 23, 1999, the Board of
Directors of Metropolitan Life Insurance Conpany
adopted a plan of reorganization in accordance
with the insurance aw. The Conpany anended the
pl an of reorgani zati on on Novenber 16, 1999.
Thi s anended plan was subnitted to the insurance
departnment on Novenber 23, 1999. |'ve asked the
Reporter, who is not with us yet, but we are
recording this event, and hopefully the Reporter
will transcribe the audio portion fromwhat's
being taped in the back, but we will have a Court
St enographer here eventually. W wll ask the

Court Reporter to mark the original plan and its
amendrment as Exhibit 1. | wll also ask the
Reporter to mark the Policyhol der Infornmation
Bookl et, Part 1 and 2, and the Bal ance

I nformati on Packet as Exhibit 2.

When MetLife first forned the desire to
denmutualize, it indicated, as part of its
anticipated plan, it intended to have an initial
of fering of the stock of the hol ding conpany
whi ch woul d own the stock of the reorganized
i nsurer, and that would establish a closed bl ock
of allocated assets to provide for the
continuation of current payable dividends scal es.

The Departnent decided that, as provided
for in the insurance law, it would appoint one
or nore qualified disinterested persons, or
institutions, as consultants to advise the
Department on matters relating to the
re-organi zation.

Accordingly, the insurance depart ment
appoi nted the foll owi ng consultants and advi sors,
The Bl ackstone Group, as an investnment banking
consultant, MIIliman Robertson as an actuari al
consul tant and Freid, Frank, Harris, Shriver and
Jacobson as | egal advisors and Ernst Young as

an accounting advi sor.

At this tinme, | would Iike to explain the
procedure today. | will first call upon
representatives of MetLife, to nake a
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presentation of their plan. At the conclusion of
their presentation, | will call on those parties
t hat have requested to speak. W would like to
limt testinony to approxi mately ten m nutes
each. This is not intended to be an adversari al
proceedi ng.

As | previously nentioned, it is to obtain
testinmony relevant to the plan. However, if
anyone has a question, that they believe should
be addressed by this hearing, they may raise it
in their presentation

The hearing record will remain open unti
February 14, the year 2,000, for receipt of
addi ti onal comments and responses. After the
conment period expires, the statute provides up
to 60 days for ne to render ny decision. If |
find that the proposed reorgani zation, in whole
or in part, does not violate the insurance |aw,
is fair and equitable to the policyhol ders, not
detrinmental to the public and after the
reorgani zation, MetLife will have an anount of

capital and surplus deenmed reasonably necessary
for future solvency, | will approve the plan. |If
I cannot nmke these findings, and | disapprove
the plan, MetLife will have a right to an
adm ni strative hearing on the denial. | would
like to call upon Robert Bennopbsche,
CEO of MetLife, to make a presentation as to the
pl an.

MR. BENMOSCHE: Good norning. M nane is

Bob Bennbsche. | am Chai rman of the Board and
Presi dent and Chi ef Executive O ficer of the
Metropolitan Life Insurance Conpany. | am

responsi ble for directing the managenent of Met
Life and guiding gone MetLife in the
devel opnent of that plan. | am pleased to
appear this norning in support for MetLife's
request, that the Superintendent of Insurance of
New Yor k approve the denutualization plan that
was unani nously adopted by a Board of Directors.
This morning, | will provide an overview of
MetLife, outline the reasons why MetlLife is
pursui ng the denutualization and briefly
descri be the process we used in reaching that
concl usion, that denutualization is the right
choice for MetLife. | will also review sonme of

the ways in which our policyholders of MetLife
wi |l benefit substantially from our
demut ual i zati on pl an

First, | would like to introduce ny
col | eagues, who are seated here with me. First,
is Stu Negler, our Vice Chairman and Chi ef
Fi nancial O ficer, who is sitting to ny right.
Gary Beller, who is sitting to his right, is the
Seni or Executive Vice-President and General



Counsel of MetLife, also here with us this
morning. To his right is Joe Realley. Joe
Real l ey is here as Senior Vice-President of Met
Life, who has substantial responsibilities in
connection with our denutualization project.
Next to Joe is Howard Silverstein of Gol dnan
Sachs, one of our financial advisors in
connection with the plan. And next to Howard
is Jonathan Putstick, of Credit Suisse First
Bost on, our other financial advisor with the
plan. | mssed Ken Beck. Ken Beck is the from
the firmof Price Waterhouse and Cooper, our
actuarial advisors in this process.
After ny statenent, statenments will be made

by M. Negler, M. Beller, M. Silverstein and
M. Beck. M witten statenment has been filed

for inclusion in the record of this public
hearing. | adopt ny witten statenents, inits
entirety, as part of my testinony today.

I would like to start by speaking for a few
m nut es about MetLife. Throughout our 130-plus
year history, MetlLife has been a | eader. Met
Life's success has been based upon our comitnment
to our policyholders, |eadership in our
busi nesses, sound investnents, innovative
products and services and a comitnent to soci al
responsibility. Today, MetLife is the | eading
provi der of insurance and financial products to a
broad spectrum of individual and group custoners.
Met Li fe provides individual insurance, annuities
and investnment products to approximtely nine
mllion households, or one in every 11
househol ds, in the United States. W al so
provi de group insurance and retirenent and
savi ngs products and services to approximtely
64, 000 corporations and other institutions,
i ncluding 86 of the Fortune 100 | argest
conpanies. Qur institutional clients have
approximately 33 nillion enpl oyees and nenbers.
MetLife is the | eader in each of our najor U S
busi nesses. Specifically, when we did our nost

recent conparisons, we were the largest life

insurer with approximately $1.7 trillion of life
i nsurance in force. The second | argest

individual life insurer with $6.1 billion of

total statutory premiunms. The largest group life
insurer with $5.1 billion in total statutory

prem uns and the second | argest group disability
i nsurer, the second | argest comercial denta
i nsurer and the | argest group long-termcare
insurer. W also occupy very strong positions in
nost of our other businesses.

Wiy then have we decided it is in the best
interest of MetLife and our policyholders to
demutual i ze? The answer is that MetLife achieve



this position of |eadership to a conmtnment to
doi ng what is best for our policyhol ders and a
dedi cation to our goal of being a global |eader
in the financial services industry. W believe
that our unparalleled franchi ses and brand nanes
uni quely positions us to be the preem nent
provi der of insurer of financial services.
However, we face stiff conpetition from
conpani es that have the flexibility to raise
capital through the equity and debt markets. It
is very clear that the ability to operate as a

stock conmpany amounts to a significant advantage
when new busi ness opportunities arise and when
conpeting in global narkets.

In reaching the decision to denutualize,
MetLife's Board of Directors was gui ded by one
overriding concern, the best interest of our
policyhol ders. Converting to a stock life
i nsurance conpany will enable MetLife to
increase its potential for long-termgrowh and
financial strength in ways not available to it as
a mutual conmpany. We believe that it will enable
MetLife to increase its narket |eadership,
financial strength and strategic position
Dermutual i zation will enhance MetLife's potenti al
to grow and of fer the highest quality products
and services. Wth access to the capita
markets, we will be able to better enhance our
custoner service capabilities, devel op new
products and services and pursue strategic
opportunities.

Based on our extensive anal ysis and
consul tation with i ndependent financi al
actuarial, legal and other advisors, we strongly
bel i eve that our denutualization planis in the
best interest of our policyholders, and that it

is fair and equitable to our policyhol ders.

The unani nous deci sion by our Board of
Directors to adopt our plan was a result of many
nmont hs of thorough deliberation about MetLife's
nm ssion and strategic obstinance. Alternate
corporate structures were a very inportant
el enent of these discussions. Qur discussions of
alternative structures intensified over the past
few years, as we began to focus on structures
that would allow MetLife to operate as a stock
life insurance conpany. Qur Board forned a
special board comittee, The Corporate Structure
Committee, to assist in these deliberations.

On Septenber 28, 1999, based on careful
consi deration of various elenents of the plan
over the preceding months, our Board of Directors
unani nously adopted our denutualization plan
Qur Directors concluded, anong other things, that
the plan is in the best interest of MetlLife and



our policyholders, and that it is fair and
equitable to our policyholders. 1In addition, the
Board recomended that our policyhol ders vote in
favor of approving the plan

My col |l eagues at the table with ne will be
reviewi ng key elements of our plan in their

testimony this norning. Further details are
provided in the plan itself and related materials
that are available on our website and have been
filed with the insurance departnent as part of
the record of this hearing.

I want to enphasize three points about our
plan that illustrates how it substantially
benefits our policyholders and it is in their
best interest.

The first point is that the conpensation
that will be distributed under our plan to
el i gi bl e policyholders in exchange of nenbership
interest will represent 100 percent of the val ue
of MetLife at the time of the demutualization
prior to our initial public offering. This
represents a distribution to our policyhol ders of
tangi bl e econoni ¢ val ue that they woul d not
recei ve unless we denutualize. |In addition, they
will be insured by a conpany with even greater
financial strength and potential for |ong-term
gr owt h.

Second, the conpensation paid under our
plan will be in addition to the coverage of
benefits that our policies provide.
Dermut ual i zation will not affect the validity of

any policy, benefits, val ues, guarantees and

dividends eligibility will not be reduced and

policy premiuns will not be increased in any way.
Third, our plan contains inmportant features

that provide additional safeguards for our

policyholders. Qur plan calls for the

establishment of a closed block, to ensure that

t he reasonabl e di vi dend expectation of our

i ndi vi dual policyholders are met with respect to

di vidend paynent |ife insurance policies. It

al so puts in place other protections with regard

to non-guaranteed participating policies that

wi Il be outside the closed bl ock.

In conclusion, | amproud that a Board of
Di rectors unani mously adopted our derutualization
plan. | share their belief that converting to a

stock life insurance conpany is the best course
of action for MetLife, that it is in the best

i nterest of our policyholders and that it is fair
and equitable to our policyhol ders.

For the reasons | have described today, and
inm witten statenent, and for the reasons
described in other statements submitted on behalf
of MetLife, we ask that the plan be approved. |



that you and | would like to now turn over the

floor to Stu Negler.

MR. NEGLER. Good nobrning. M nane is
Stuart Negler. | amVice Chairnman of the Board
and Chief financial Oficer of the Metropolitan
Life Insurance Conpany. |'m pleased to appear
this morning to testify in support of MetlLife's
request that the Superintendent of I|nsurance of
the State of New York approve MetlLife's
demut ual i zati on pl an

In ny testinony this norning, | wll
provide a financial overview of MetLife, speak
about our plan's initial public offering and
ot her aspects of the plan that are prinmarily
financial in nature and review key el enents of
the trust that would be established under the
pl an.

My witten statenent has been filed for

inclusion in the record of this public hearing.
| adopt ny witten statenent in its entirety as
part of my testinmony today. Let me begin by
saying that MetlLife is approaching
denmutual i zation froma position of financial
strength. MetLife is a | eading provider of

i nsurance and financial services to a broad
spectrum of individual and institutiona

custoners. W are one of the |argest and best
capitalized insurance and financial services
conpanies in the U S. Qur revenues for 1998 were

$27.1 billion, and our net inconme was $1.3
billion. As of Septenber 30, 1999, we had total
consol i dated assets of $227.2 billion and equity

of $13.6 billion. W believe that our
unparal | el ed franchi ses and brand nanes uni quely
position us to be the preeninent provider of
i nsurance and financial services in the U S
busi nesses i n which we conpete.

I f our denutualization plan is approved,
once MetLife denutualizes, it will becone a
stock life insurance conpany owned by a new
hol di ng conpany cal l ed MetLife Incorporated.
The hol di ng conpany will sell shares of its
conmmon stock in an initial public offering, or
| PO, to be conpleted on the effective date of the
plan. W also -- we may al so conduct ot her
capital raise in transactions at the time of the
| PO. The types of transactions that we m ght
conduct are summarized in our plan and in ny
witten statenent. At this point, we are
primarily considering mandatory convertible
preferred securities.

The plan provides that the proceeds raised
and all other capital raising transactions nay
not, in the aggregate, exceed one third of the



conbi ned proceeds of the initial public offering
and such other capital raise in transactions. In
order to establish a public market for the Met
Life Incorporated combn stock, we intend to |ist
the common stock on the New York Stock Exchange
under the proposed synbol MET

The pl an inposes certain requirenents and

restrictions with regard to the |1 PO and the other
capital raising transactions. Al of which are
sunmarized in ny witten statenent.

After dernutualization, MetLife wll
continue to have a level of capital and surplus
that denonstrates inpressive financial strength
and is well in excess of the |evels needed to
maintain its sol vency.

Now | want to discuss briefly sone basic
aspects of the conpensation that will be
provided to eligible policyhol ders under our
plan. Further details are provided in ny
witten statement.

Pol i cyhol ders, who are eligible under our

plan, will receive conmpensation in exchange for

their policyholder's nmenbership interests. This
conpensation will represent the entire val ue of
MetLife inmmediately prior to the PO As such
it amounts to a distribution of economic value to
our eligible policyholders that would not be
available to themif MetLife did not
denmutual i ze. The conpensation will be in the
formeither of common stock of the hol ding
conmpany, or cash or additions to policy val ues,
known as policy credits. Any stock distributed
as conpensation will be placed in the MtlLife
policyholder trust, which I will describe in a
bit nore detail in a few mnutes. The
conpensation given under the plan will be in
addition to the benefits provided under the
policies. Qur dermutualization will not dimnish
policy val ues, benefits, guarantees or dividend
eligibility or increased preniuns in any way.

Qur investnment bankers, Credit Suisse First
Bost on and CGol dman Sachs, have each delivered
opi nions to our Board. These opinions concl ude
that subject to the terns and conditions set
forth in those opinions, the exchange of the
aggregat e policyhol der's nenmbership interests, as
defined in the plan, for the forms of

conpensation set forth in the planis fair, from
a financial point of view, to the policyholders
who are eligible policyholders taken as a group
The conpensation to each eligible

policyholder will consist of a fixed conponent of
ten shares of hol ding conpany conmon stock, plus
a vari abl e conponent. The variabl e conponent
reflects each participating policyholder's share



of the contributions to our surplus from our
pol i cyhol ders over the years, as well as the
contributions that the eligible policyhol ders are
projected to make in the future.

Qur independent actuarial advisor, Ken Beck
of Price Waterhouse Coopers, has delivered an
opi nion that subject to the ternms and conditions
set forth in his opinion, the plan for allocating
conpensation to eligible policyholders is fair
and equitable to MetLife policyhol ders.

Anot her inportant feature of our plan is an
accounti ng mechani sm known as a cl osed bl ock
The purpose of setting up a closed block is to
i nsure that the reasonabl e dividend expectations
of policyhol ders, who own policies included in
the closed bl ock, are net. Oher policyhol der
protecti ons have been established for

non- guar ant eed el enents of individua
participating policies that are outside the

cl osed bl ock. Further details about the closed
bl ock, and these other protections, are provided
inm witten statement and in Ken Beck's
statenment and opi ni on.

Now, | want to briefly discuss the MetlLife
policyholder trust. |In preparing our plan, we
realize that we face the chall enge that no ot her
mutual life insurance company, that has
denutual i zed to date, has faced. W have over 11
mllion policyholders. |If they all becane
shar ehol ders, we woul d i ncur enornous | ogistica
probl ems and huge costs to service that many
sharehol ders. No other conpany in Anmerica cones
even close to having that nmany sharehol ders.

One thing we wanted to avoid was forcing
all policyholders, who are allocated a relatively
smal | number of shares, to take cash instead of
stock in order to reduce our numnber of
sharehol ders. That approach woul d have affected
mllions of our individual policyholders. So, we
concluded that a trust would enable us to
admi ni ster accounts efficiently, and cost
effectively, while at the same tinme serving the

needs of policyhol ders who receive stock under
our plan. W expect that the cost savings wll
benefit all of our eligible policyholders through
a higher PO price.

As | said earlier, the trust will hold
shares of MetlLife Incorporated conmpn stock on
behal f of policyhol ders who receive stock under
the plan. Those policyholders will becone trust
beneficiaries. The trust will be adm nistered by
an i ndependent trustee. It is inportant to bear
in mnd that policyholders will not be forced
into the trust. Any policyholder can elect to
recei ve cash. Al cash elections will be honored



in full, with the possible exception that our

| argest institutional customers who el ect cash
may have to accept sonme stock held in the trust
as wel | .

The trust includes several features that
were established for the benefit and conveni ence
of the trust beneficiaries. W will establish a
purchase and sale program to make it easier for
trust beneficiaries to sell or even buy MetlLife
I ncorporated comon stock through the trust al
on a conmission free basis. The purchase and
sale programwi |l be administered by an

i ndependent program agent. Trust beneficiaries
will be able to sell the stock held for themin
the trust on a conmi ssion-free basis starting
when the PO distribution is conpleted. This
shoul d be no nmore than 30 days after the plan
effective date and may be quite a bit sooner

Partial withdrawals for sale will also be
permtted, except for policyholders with interest
in the trust representing 199 or fewer shares of
common stock. For the first 300 days after the
| PO, certain volune limtations nay apply to
wi thdrawal s for sale for policyholders who own
nore than 25,000 shares are held in the trust.
After the 90-day follow ng the plan effective
date, trust beneficiaries will also be able to
buy shares free of commissions in order to bring
t he nunber of shares held for themin the trust
up to 1,000 shares. And starting on the first
anni versary of our derutualization, trust
beneficiaries will be able to withdraw fromthe
trust and hold the shares directly. Transfers of
interest in the trust are permtted to a spouse,
or child, or to a charity and in other linited
ci rcumst ances.

W believe that these arrangenents will be

beneficial and convenient for our policyhol ders,
particul arly because many of them may not have
br okerage accounts through which to hold stock
By relieving them of the comm ssion costs, we
are naking it easy for themto hold the shares
they have to sell their shares or to buy nore

t hrough the trust.

One nore point | want to nake is that trust
beneficiaries will be able to instruct the
trustee on how to vote the shares held in the
trust on fundanental matters affecting the
hol di ng conpany. These matters are descri bed
fully in ny witten statenment and incl ude
contested board el ections.

I would |ike to enphasize again that Met
Life's denutualization will increase its
potential for long-termgrowh and financi al
strength by enabling it to raise capital nore



efficiently and to have greater flexibility to
pur sue busi ness opportunities.

For the reasons | have described today, and
inm witten statenent and for the reasons
described in the other statements subnmitted on
behal f of MetLife, | amconfident that the plan
isin the best interest of MetLife and its

policyholders, that it is fair and equitable to
its policyholders, and that it should be
approved. Thank you. 1'd like to turn the
podi um over to our general counsel, Gary Beller
MR. BELLER:  Thank you, Stu. Good norning.

My nane is Gary A Beller. | am Senior
Executive Vice-President and General Counsel of
Metropolitan Life Insurance Conpany. | am

pl eased to appear this norning to testify in
support of MetLife's request that the
superi ntendent of insurance of the State of New
York approve MetLife's denmutualization plan
The main purpose of ny testinony this norning is
to review how MetLife's dermutualization plan
and rel ated actions taken by MetLife, will have
satisfied each an every requirenment of the New
York insurance |law and fully warrant an order by
t he superintendent approving MetLife's plan.
My witten statenent has been filed for
nclusion in the record of this public hearing
and | adopt ny witten statenment in its entirety
as part of my testinmony today.

Under our plan, if MetLife denutualizes,
our eligible policyholders will receive 100
percent of the value of MetLife in exchange for

their existing nenbership interest in MetlLife.
Section 7312 of the New York insurance |aw
specifies that eligible policyhol ders are those
peopl e, institutions and ot her custoners who own
policies that were enforce on the date of
adoption of the plan. In ny testinony this
norning, | will refer to Section 7312 as the
denmut ual i zati on statute.

Qur Board of Directors adopted our
denmut ual i zati on plan on Septenmber 28, 1999. |In
fact, our plan was adopted by a unani nous vote.
The Board's adoption of the plan foll owed many
nmont hs of careful consideration and eval uati on by
the Board and by MetlLife's nanagenment. The
Board adopted amendnents to the plan on Novenber
3 and Novenber 16, 1999. The plan and anmendnents
have been filed with the superintendents in
accordance with the denutualization statute. The
next step in the dermutualization process is the
revi ew of our plan by the superintendent. As
requi red by the denutualization statute, the
superintendent is holding this public hearing in
connection with his review of the plan. The plan



cannot becone effective without the
superintendents approval. This hearing is also

expected to satisfy certain requirenents of the
federal securities laws as explained in ny
witten statenent.

The plan also is subject to approval by Met
Life's policyhol ders. The plan cannot becone
effective unless it receives the affirmative vote
of two-thirds of the votes cast by eligible
policyholders. |If the plan is approved by the
superintendent, and our policyhol ders, and
certain other conditions set forth in the plan
and the denutualization statute are nmet, the
final step in the denutualization process will be
an initial public offering, or 1PO of our
hol di ng conpani es comobn stock. On the date that
our plan beconmes effective, which | will refer to
as the plan effective date, MetLife will becone
a wholly owned subsidiary of MetLife, Inc. Met
Life, Inc. is a Delaware corporation that we
fornmed to becone our publicly-traded hol di ng
conpany once we demutualize. W nmay al so conduct
other capital raising transactions at the sane
time as our 1PO as nore fully described by our
Chief Financial O ficer, Stu Negler. MetlLife
has received opinions fromMetLife's financial
and actuarial advisors regarding the fairness of

t he conpensati on payable to eligible

pol i cyhol ders under our plan and other matters.
MetLi fe has al so received a tax opinion fromthe
Internal Revenue Service, a No Action Letter
fromthe securities and exchange conmi ssion and a
bl ue sky menorandum regarding certain state
securities law matters. These are all required
in order for the plan to beconme effective.

As a further condition to going forward
with our plan, our |egal actuarial, and financial
advisors will have to confirmcertain of their
opi nions as of the plan effective date. The
demutual i zation statute requires that eligible
policyhol ders be mailed a notice of the public
hearing and a notice of the policyhol der vote.
The denutualization statute al so requires that
the notice be preceded or acconpani ed by a copy
of the plan or a sumary approved by the
superintendent. Notices satisfy the requirenments
of the denutualization statute were mailed to
el i gi bl e policyhol ders.

The materials included in the mailing
packages are reviewed in ny witten statenent.

As required by the denutualization statute, those
materials were approved for nmailing by the

superi ntendent. Copies of the materials mailed
to policyhol ders have been filed with the



superi ntendent as part of the record of this
proceedi ng. The mailings were conpleted by
Decenber 21, 1999, within the tinme frame set by
the denutualization statute. |In accordance with
t he denutualization statute, on January 4, of the
year 2,000, MetlLife also published newspaper
notice of the date, time, place and purpose of
the hearing. W also posted notice of the
hearing on our website, along with the full text
of our denutualization plan and all the exhibits
and schedul es.

On the plan effective date, MetLife wll
become a New York stock life insurance conpany
and a whol | y-owned subsi diary of the holding
conpany. As a stock conpany, MetLife will be
the corporate continuation of MetLife as a
mut ual conpany. \When we dernutualize, al
pol i cyhol ders voting rights and ot her nenbership
interests in MetLife, as a nmutual conpany, will
be extinguished. However, our eligible
policyholders will receive conpensation under our
plan in return for those rights. This
conpensation represents econom c val ue that was

previously unavail able to them

| want to pause here to stress a very
i mportant point. \Wile the policyholder's
menbership rights will be extinguished, as a
practical natter, nothing at all will happen to
t he i nsurance coverage. Any conpensation given
under our denutualization plan will be in
addition to the benefits provided under the
policies. Qur demutualization, in general, and
perhaps to policyhol ders under our plan, in
particular, will not dimnish policy val ues,
benefits, guarantees or dividends eligibility in
any way.

I, and nmy col |l eagues who are testifying
with ne today have provided in our witten
statenments further details regarding the nanner
in which the anount and forns of conpensation are
bei ng deternined, as well as certain tax
i nformati on.

O ficers, directors and enpl oyees of Met
Life, the holding conpany, and their affiliates
wi Il not receive any special conpensation in
connection with our denutualization, other than
what they may be entitled to receive as eligible
pol i cyhol ders under our plan. In addition, Met

Life officers and directors, as well as their
spouses and other fam |y nenbers, are prohibited
frombuying stock in MetLife for two years after
we denutualize. Although MetLife intends to
provi de stock options and grants under the stock
plans referred to in my witten statenent,

of ficers, directors and enpl oyees may not receive



stock options or grants until one year after the
demut ual i zation and they may not sell a stock or
exerci se the stock options until two years after
t he denutualization.

Paragraph MetLife beliefs that the
i mpl enent ati on of stock based conpensation pl ans
is entirely appropriate. Qur plans are
consistent with simlar prograns adopted by ot her
stock conpanies. Conpensation in the form of
stock and stock options is widely accepted as a
nmeans of a lining the interests of enployees with
t hose of sharehol ders and that providing
enpl oyees with an in sense | have for good
performance. It is inportant to bear in mnd
that our policyholders will remain trust
beneficiaries will have a stake in MetLife's
performance through their beneficial interest in
met |ivestock. The denutualization statute sets

forth the requirenents that a denutualization
plan nust neet. |In particular, Section 7312-J of
t he denutualization statute provides that the
superintendent shall approve a plan of
reorgani zation if he find that the proposed
reorgani zation, in whole and in part, does not
violate the New York insurance law, is fair and
equitable to the policyhol ders and not
detrimental to the public and that after giving
affect to the re-organi zati on, the reorgani zed
insurer will have an amount of capital and
surplus the superintendent deens to be reasonably
necessary for its future solvency. Each of these
requirenents is fully satisfied by the plan

First, our plan satisfies all the
requi renents of the New York insurance law. In
nmy witten statenment, | review, in detail, the
ways in which MetLife's plan satisfies each of
t hose requiremnents.

Today, | want to highlight, briefly, the
requi renent that | consider to be especially
i mportant. The requirenent that the plan nmust be
in the best interests of MetLife's
pol i cyhol ders.

The plan serves our policyhol ders best,

because becomi ng a stock conmpany will increase
MetLife's potential for long-termgrowh and for
achi eving even greater financial strength than it
has today. This, in turn, will provide even
greater financial security to our policyhol ders.
Dermutual i zation will al so provide policyhol ders
wi th previously unavail abl e econonic val ue as |
have nentioned earlier

Second, the plan is fair and equitable to
our policyholders. M. Silverstein will discuss
t he basi s upon which our financial advisors
concl uded subject to the terns and conditions set



forth in their witten opinions, that the
exchange of the aggregate policyhol ders
menbership interests, as defined in the plan, for
the forns of conpensation set forth in the plan
is fair froma financial point of view, to the
pol i cyhol ders who are eligible policyhol ders
taken as a group. M. Beck will explain why he
concl uded, subject to the ternms and conditions
set forth in his witten opinion that the plan
for allocating conpensation to eligible
policyholders is fair and equitable to MetLife
pol i cyhol ders.

As M. Beck will also explain, inportant

saf eguards are incorporated into the plan in
order to protect dividends and ot her
non- guar ant eed el enents of existing policies.

Third, the dermutualization will not harm of
interest of the public. The public has an
interest in maintaining strong and heal t hy
i nsurance conpanies. The plan will better
position MetLife to serve its policyhol ders and
to remain a | eader in hel pi ng peopl e becone
financially secured.

Fourth and finally, the plan will have no
adverse effect on MetLife's financial condition
As | nentioned, we expect that the mutualization
will make MetLife even stronger financially, so
that it can better serve the needs of its
policyholders in the future.

For the reasons ny coll eagues and | have
given today, and in our witten statenments, we
are confident that the plan satisfies al
applicable legal requirements for approval
Thank you for the opportunity to testify in
support of MetLife's demutualization plan this
morning. 1'd like to nowturn the floor over to
Howard Silverstein of CGoldnman Sachs, one of our
financial advisors, in connection with the plan

MR. SILVERSTEIN. Thank you, Gary. Good
nmorning. M nane is Howard Silverstein. |1'ma
managi ng director of Goldman Sachs and Conpany.
On ny right is John Plutsick, a managi ng director
of Credit Suisse First Boston Corporation. | am
speaki ng today on behalf of both firms. Credit
Swi ss First Boston and Gol dman Sachs have served
its financial advisors to Metropolitan Life
i nsurance conpany in connection with the plan of
reorgani zati on, under which MetLife proposes to
convert froma nutual life insurance conpany to a
stock life insurance conmpany. Qur joint witten
statement has been filed for inclusion in the
record of this public hearing. M. Plutsick and
| adopt that statenent as part of our testinony
t oday.

This morning, | would like to sunmarize the



engagenent of our firnms by MetLife and the

opi nions that each of our firms delivered on
Novernber 16, 1999. As described in our witten
statenments, our firns are internationally

recogni zed | eaders in the investnent banking

i ndustry. M. Plutsick and I, and our

respective firms, have each worked on a nunber of
mut ual to stock conversions and have extensive

experience in acting as financial advisors to

i nsurance conpani es. W al so have substanti al
experience in a broad range of other financial
transactions, including public offerings, private
pl acenents and nergers and acqui sitions.

direct you to our witten statement for a
detail ed description of our qualifications.

W began providing financial advice to Met

Life in connection with MetLife's analysis and
consi deration of various alternatives available
toit, including a denutualization pursuant to
separate engagenent letters that MetLife signed
with each of our firms. Under those engagenent
letters, each firm has provided various financial
services, including assisting MetLife in
review ng certain financial aspects of the
proposed denutualization -- (Ilnaudible.)

Under the ternms of our firnms' respective
engagenment s, each has been offered the
opportunity and expects to act as a joint |ead
managi ng | eader for the initial public offering
of comon stock of MetLife, Inc., the new
hol di ng conpany and any ot her capital raising
transacti on done pursuant to the plan. In a
nonent, | will discuss both firns anticipated

role in the conduct of the initial public
of fering and any other capital raising
transacti ons.

In addition to our role in these
transactions, in certain cases, both of our firns
may, as principal or agent, assist in the sale of
shares under the purchase and sal e program
established by the plan. Both of our firnms have
fam liarized thenselves with the conpany's
busi ness and have reviewed, as nore fully
described in the opinion letters of each of our
firms, the conmpany's consolidated financi al
statements, as well as other financi al
i nfornmati on supplied by management. Qur firns
al so have revi ewed a nunber of other docunents
relating to the conpany, the plan and the
proposed derut ual i zati on.

Represent atives of each of our firns have
hel d di scussi ons, on nunerous occasions, W th
menbers of the senior managenent of the conpany
regardi ng the operations, financial condition and
future prospects of the conpany, as well as the



financial aspects of the plan. W have assuned
t he accuracy and conpl et eness of the foregoing
i nformati on for purposes of rendering our

opi nions. Copi es of our opinions, which include
a conpl ete discussion of the assunptions,
limtations and factors considered by our firmns
have already been filed for inclusion in the
record of this public hearing. W were asked to
render our opinion as to whether the exchange of
t he aggregate policyholder's nenbership interests
in MetLife for the forms of consideration set
forth in the plan is fair, froma financial point
of view, to eligible policyholders taken as a
gr oup.

In arriving at our opinions, we've taken
i nto account a number of factors, including, but
not limted to, certain views expressed by the
conpany's managenent including one, growh in the
conpany's business both internally and through
acquisitions is necessary for the conpany to
remain an effective, conpetitive financially
secured insurer.

Two, inits present formas a nutual
i nsurer, the conpany's nanagenent believes its
growh in financial flexibility mght be
constrained in the future.

Three, it's of significant strategic
external capital to finance this growh and it

will facility create -- (inaudible). As
M. Negler previously testified, the plan will --
(inaudible). The plan also pernits the holding
conpany to conplete other capital raising
transactions. The firns intend to conduct the
public offering process in a nmanner --
(inaudible). The broad -- (inaudible). |If the
conpany engages in any other capital raising
transactions, nethods simlar to those used in
conducting an initial public offering will apply.
A summary of the initial public offering process
is set forth in our witten statenent.
Utimately, the price and nunber of shares
offered in the initial public offering will
depend largely on the demand for the conmon stock
from prospective investors. Once the managing
underwriters believe, through feedback fromthe
underwriting group and potential investors, that
the marketing effort has devel oped sufficient
demand for the initial public offering to
proceed, they will neke a recommendation as to
the price at which demand will be sufficient to
affect the sale of all of the shares of common
stock to be offered. The offering price wll
refl ect the value that sophisticated investors

are willing to pay of the stock, follow ng



di scussi ons wi th conpany nanagenent, consultation
wi th research anal yst the conparison of the
conpany to conparabl e conpani es and ot her
i nvestnent alternatives and arns | ength
negotiation. The offering price for the other
capital raising transactions will be determ ned
in a simlar manner.

The final decision on pricing of the
initial public offering, and any other capita
rai sing transactions to be conpleted on the plan
effective date, will be made by a joint pricing
conmittee of the boards of the directors of the
conpany and the hol ding conmpany. This decision
nmust be ratified by each forum a mpjority of the
menber of the pricing conmttee will not be
enpl oyees of the conpany or the hol ding conmpany.
W expect to confer with representatives of the
New Yor k | nsurance Departnment, and its financi al
advi sor, in connection with the initial public
of fering and any other capital raising
transactions. |In the event that the conmpany
determ nes to engage in any other capital raising
transactions, the plan requires that notice of
the material features of any such proposed

transactions be provided to the superintendent
for his review.

Under the plan, the hol ding conpany nay not
proceed with any offering related to any ot her
capital raising transaction w thout the approva
of the superintendent. The plan also requires
that the superintendent, and his financial
advi sor, have the opportunity to nonitor the
initial public offering and any other capita
rai sing transactions. W expect that they will
do so. The final terns of the initial public
of fering, and any other capital raising
transactions, are subject to the superintendent's
approval

Lastly, | would like to briefly summarize
t he opinions rendered by each of our firns. Each
of our firms concluded that, based upon and
subj ect to the assunptions and linitations set
forth in the opinion letters of our firns dated
Novenber 16, 1999, and based upon narket,
econoni ¢ and other conditions as of the date of
those letters, and such other matters as our
firmse deemrelevant, as of that date, the
exchange of the aggregate policyhol der's
menbership interests in MetLife for shares of

hol di ng conpany stock, cash or policy credits in
accordance with the plan is fair froma financial
point of view to the policyhol ders who are
el i gible policyholders taken as a group

This remai ns the opinion of our firns
today. We expect that our respective firms wll
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confirmtheir opinions as of the plan effective
date. Thank you.

MR. BECK: Good norning. M nane is
Kenneth Beck. [|'ma consulting actuary of Price
Wat er house Coopers, which I will refer to as
PWC. PWC has served as MetlLife's independent
out si de actuarial advisor in connection with Met
Life's devel opment of its dermutualization plan
I am and have been, the PWC principal
responsi ble for that engagenment. | am pl eased
to appear this norning to testify in support of
MetLife's request that the Superintendent of
I nsurance of the State of New York approve its
denmutual i zation plan. My witten statenent has
been filed for inclusion in the record of this
public hearing. | adopt by witten statenent,
inits entirety, as part of ny testinony here
today. M qualifications, and those of ny firm
to act as actuarial consultant to MetLife are

fully described in ny witten statenent.

I ama fellow of the Society of Actuaries
and a Menber of the American Acadeny of
Actuaries. PW and | have served as consultants
and to regulators an others with respect to
various demnutualization plans, as set forth in ny
witten statenent.

In ny testinony this norning, | wll
address certain actuarial aspects of MetLife's
demutualization plan. | wll also sumarize the

opi nions that | have delivered to MetLife's

Board of Directors. During the course of our
engagerent, |, and other PWC staff acting under
nmy direction, received fromMetLife extensive

i nformati on concerning its past and present
financial experience and the characteristics of
its policies. This information included expected
future cash flows from assets held by MetlLife,
and MetLife's experience underlying its

i nsurance business. In all cases, we were
provided with the infornation we required. W
relied on the accuracy and conpl et eness of the
data and assunptions supplied by MetLife and did
not independently verify that information. Were
possi bl e, however, PWC reviewed the information,

for general reasonabl eness, and in certain
circunmstances reconfirned the data with MetlLife.
As detailed in nmy actuarial opinion and in
my witten statenment, | believe the actuari al
aspects relating to the allocation of
conpensation to eligible policyholders and the
cl osed bl ock, under MetlLife's dermutualization
are fair and equitable to MetLife's
pol i cyhol ders as required by Section 7312 of the
New York Insurance Law. Let ne first address the
al l ocation of policyhol der conpensati on under Met



Life's plan.

MetLife's plan calls for compensation to
be paid to eligible policyholders, as defined in
the plan, in exchange for their nenbership
interests in MetLife. This conpensation nay be
paid in the formof comobn stock, cash or policy
credits. However, regardless of the form of
conpensation, the allocation is based on the
notional allocation of shares of comon stock of
Met Li fe incorporated, the hol di ng conpany under
t he pl an.

The formula for allocating the shares anmong
eligible policyhol ders consists of two parts, a
m ni mum al | ocation, or fixed conponent, and an

addi tional allocation or variable conponent. For
the fixed conmponent, every eligible policyholder
will be allocated ten shares of MetLife stock.
The purpose of the fixed conponent is to
conpensate eligible policyholders for certain
i ntangi bl e nenbership interest, such as voting
rights. The size of the fixed conponent, under
MetLife's plan, relative to the total
conpensation to be distributed to all eligible
policyholders is consistent with applicable
actuarial literature and with previous
demut ual i zat i ons.

Most of the total conpensation, to be
distributed to eligible policyholders, will be
al | ocated through the variabl e conponent, which
represent the allocation of the additional shares
based on an actuarial fornmula. The formula takes
into account the estimted past and future
contribution to MetLife surplus, if any, of each
participating policy and contract owned by each
eligible policyholder. The proportion of
conpensation distributed as the variable
conmponent, and the use of past and future
contribution to surplus as the basis for
al l ocating the variabl e conponent, are consi stent

with current actuarial literature and foll owed
precedent and prior derutualizations, including
those in New York

The met hod for determining the variable
conponent is detailed in the actuari al
contribution menorandum which is Schedule 5 to
t he pl an.

The second aspect of the denutualization
plan that requires actuarial attention is the
cl osed bl ock. As you have already heard this
nmorni ng, the closed block is an accounting
mechani sm desi gned to preserve reasonabl e
pol i cyhol der divi dends expectations. In Mt
Life's case, consistent with precedent and prior
denmut ual i zati ons, the closed bl ock generally
consists of all classes of United States dollar



denom nated individual |ife insurance policies
for which MetLife had a dividend scal e payabl e
in 1999, together with certain associated riders
and benefits. The assets that have been set
aside, to establish the closed bl ock, are
expected to produce cash fl ows which, together
with anticipating revenue fromthe cl osed bl ock
busi ness, are reasonably expected to be
sufficient to support the closed bl ock business,

i ncludi ng provisions for paynent of clainms and
certain expenses and taxes and to provide for the
continuation of dividends scal es payable in 1999,
if the experience underlies certain scales
continues. O course, as in the past, dividends
payable in the future years may be nodified from
time to time if the experience changes.

The plan al so addresses certain types of
i ndi vidual participating policies and riders that
have non-guaranteed el enents which will not be in
the closed block. MetLife's plan establishes
alternative protections for these classes of
policies. These protections are described in
fuller detail in the plan

| have delivered a statenent of actuari al
opinion to MetLife's Board of Directors, a copy
of which has been filed with the Superintendent
as part of the record of this proceeding.

In summary, subject to the terns and
conditions set forth therein, ny opinion was
essentially as follows: One, that the plan for
al I ocating conmpensation to eligible policyhol ders
is fair and equitable to MetLife policyhol ders.
Two, that the plan nakes appropriate provisions
with regard to the objective funding and

operations of the closed bl ock, as well as
providing a vehicle to nake appropriate
adjustments to future policy dividends if the
under | yi ng experi ence changes. That continues to
be nmy opinion today. Thank you for the
opportunity to present my testinony this norning.

MR. BENMOSCHE: That concl udes our
presentations this norning on behal f of Met
Life.

SUPERI NTENDENT LEVIN: | appreciate it. |
have a couple of questions that 1'd |ike to ask.
I don't know if any of the other panelists or
anybody el se has questions, but let me start by
asking M. Bennpbsche a question

What inpact, if any, does the enactnent of
the Blighly bill have on your rationale for
needi ng to denutualize?

MR BENMOSCHE: We believe that this
creates a whole series of unchartered waters for
our conpany, if you deal with financial services
reformin this country. Therefore, we do know



if we nmaintained a corporate structure of a

mut ual insurance conpany, that would preclude us
fromstrategic options down the road. W want
to make sure we have a corporate structure that

gives us the latitude and the flexibility to be
able to conmpete in this new arena.
SUPERI NTENDENT LEVIN: Thank you. M. Silverstein,
with regard to the creation of the trust, if you
could just focus a little nore with regard to
what inpact the trust will have on the | PO
price, and on secondary market trading and what
woul d the market inpact have been if all 11
mllion policyholders had sinply received an
initial distribution.

MR SILVERSTEIN. | think it would be the
vi ew of the investnent bankers that the trust
will be beneficial to the initial public

offering price. As M. Bennpbsche nentioned, the
trust will create substantial savings for the
conpany, and that will be reflected in higher
earnings for the conmpany which shoul d be
reflected in a higher initial public offering
price.

Secondly, with respect to the secondary
mar ket tradi ng, we believe the trust will be
beneficial. There will be mllions of
pol i cyhol ders that will receive shares through
the trust provides a very efficient and orderly
nechani sm for those shares if, and when, the

policyhol ders decide to sell to be sold in an
orderly market and that will give investors in
the 1PO the confort that the policyhol ders shares
as they are sold will be sold in a manner that is
not disruptive to the secondary trading, so it
will be favorable to the secondary markets for
t he conpany's stock.
SUPERI NTENDENT LEVIN:  Thank you
M . Bennmpbsche, when you expect to conplete your |PO?
MR. BENMOSCHE: W woul d expect to be
prepared to go public by the end of March.
SUPERI NTENDENT LEVIN: Thank you. One | ast
guesti on.
| could direct this to you, or you could
redirect the question. The plan does not include
subscription rights. Wat was the thinking behind that?
MR. BENMOSCHE: We felt very strongly that
we are going to be giving 100 percent of the
val ue of this conpany to our policyhol ders.
What we did not want, what we did not want, was
to have peopl e specul ating in buying insurance
not for financial need set forth by their own
financial plan, but to speculate in the hopes of
getting stock for the conpany. W just wanted
to make sure it was there for policyhol ders that
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bought insurance policies for their needs.
SUPERI NTENDENT LEVIN: Let ne followup on with

M. Silverstein on that point. \Wat inpact, if
any, would the inclusion of subscription rights
on the joint strategy between Gol dman Sachs and
credit Swiss First Boston, would the inclusion of
subscription rights have nmade any difference
t here?

MR. SILVERSTEIN. | think it was our joint
vi ew t hat havi ng subscription rights could
adversely affect the offering. There are a huge
nunber of policyholders and it woul d be
extremely expensive to undertake a subscription
rights for that nunber of policyholders. It
woul d add a deal of conplexity on the initial
public offering, and al so cause a delay of at
| east several weeks in the timng for the
subscription offering, so that we believe the
subscription rights plan woul d adversely effect
the initial public offering.

SUPERI NTENDENT LEVIN: Thank you. | may have
said that was ny final question, but |I have one
nore final question. You have a |arge nunber of
pol i cyhol ders for whom you do not have
addresses. What efforts are you naking with

regard to identifying where your policyhol ders
are?

MR BENMOSCHE: Before | turn it over to
our Chief Financial Oficer, | wanted to conment
for the past ten years or so the conpany has put
in an enornous evident to find policyhol ders on
old industrial policies. W've had sone success
there. In fact, one has to keep in mind that
many of our policyhol ders were policyhol ders
before social security was created. Therefore,
somet hing as sinple as a social security nunber
did not exist when policyhol ders becane
pol i cyhol ders of the Metropolitan |Insurance
Conpany. Let ne turn it over to M. Negler

MR. NEGLER As Bob said, we have been
maki ng extensive efforts for |ong periods of
time to find our policyholders. |In addition
with the dermutualization we have nmade sone
special efforts. W advertised |ooking for |ost
policyholders. |n cases where we knew t hat
addresses might be |lost, we nmade prelimnary
mailings in order to try to locate
policyhol ders. W continue to nake those
efforts. Any documents returned by the post
of fice as not deliverable we are naking efforts

to followup. Certain states have offered to
help us in this process, and we have gl adly
turned over our list to themin order to gain
any assistance we can and we continue to do
everything we possibly can to find the | ost
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pol i cyhol ders.

SUPERI NTENDENT LEVIN: Thank you. Let ne
al so just interrupt the proceedi ngs here for a
second just to share with everybody who is in
attendance here that we are taping the hearing
today to nake certain for policyhol ders and
other interested parties who are unable to be
here today that a videotape will be avail able
via the Departnent's website, possibly the
Conpany as well, but that we will hopefully
have people be able to access this on the
Departnment's website.

Havi ng said that, ny note at sonme point

we need to change the tape.

Are we up to that yet? How nmany mni nutes
many ninutes do you need to change the tape?

If | could see your hand from here, |
woul dn't need gl asses. We will just pause for
a second while we change the tape. Thank you

SUPERI NTENDENT LEVIN: The first speaker is
a M. Richard Sapula (phonetic). |Is M. Sapula
here? GCkay. Moving right along. The second
speaker is David Silverstein. |Is
M. Silverstein here? Thank you
M. Silverstein. Gkay. The third speaker is a
M ss Del ores Aquar (phonetic). The fourth
speaker is a M. Leonard Sanders. |Is this the
right speaker list? The fifth speaker is a M ss
Marjorie McDunna. The first speaker that is
here is going to win the home version of the
demut ual i zati on gane.

The sixth speaker is a M. Raynond Laird.
The sevent h speaker, perhaps nore than a nere
coi nci dence, a Mss Dorothy Laird. Nunber eight
is Richard Sabo. For Number 9, we have a
M. Richard Norton

MR. NORTON: | am speaki ng on behal f of
both nyself and nmy father. M nane is Richard
Norton. | think that |ife insurance conpanies
have been too | ong negl ected by historians and
the vital role they play in society. | think
t hat nost econoni sts have failed to understand
the functions that |ife insurance conpani es have
pl ayed through American history, and especially

in their functions of reducing inflation, by
encour agi ng personal savings and i ncreasing
enpl oyment through the investnent of capital
accunul ations. Hopefully, some economists will
finally come to understand that these
institutions, and | |look forward to that day.
This lack of insight may have led us to this
neeti ng today.

Wil e other nmutual |ife insurance conpanies

started nmuch earlier than Metropolitan Life



provi di ng peace of nmind for famlies,
Metropolitan Life achieved its great size by
selling industrial policies and working people
seeking freedom However, it becane obvious to
sone, in the early 1970s, that |ife insurance
conpani es, and MetLife in particular, had a ngjor
problem Their open market for the idea of life
i nsurance, that it traditionally sold, was comn ng
to an end. In fact, this includes conpetition
from ot her kinds of personal investnents, nore
two-incone famlies and the rise of Governnent
soci al programs reducing the value of life

i nsurance. Some people began to think that this
conpany could do nuch better, nuch better, of

i nstead of separating the institution fromthe

i nterest of the policyhol ders, and exercising
only its marketing, it should narket the entire
conpany. This nmeant encouragi ng people to | ook
at Met's capital investnents, and how they affect
the environnent. And, actually, to encourage to
i nprove the value of the life insurance policy to
actual ly encourage their policyholders to vote.
I know that's a radical thought, but that's the
reality.

The creation, in 1971, of the Cearing
House on corporate social responsibility was a
step in that direction. Previous CEGs of
MetLife, such as Hailey Fitz, and Eckerd believed
comng to be not only a marketing, but a social

institution as well. Fitz said, in 1917, "The
Metropolitan is not primarily an insurance
conpany, it's a public institution. It should

consider it is a guardian of the health and

wel fare of the people of the United States and of
Canada." See Mark E. Janes, "The Metropolitan
Life" 1947.

Fromthe early 1970s to now, those who
inherited responsibility for a great institution
have decided to ignore its history, which has
led to at least five major decisions destructive

of the institution. |'mnow going to Iist these
five deci sions.

Nunber one, the decentralization of the
work force out of New York City to sone 12
suburban areas in 1972. They said they were
doing this to beconme closer to the
policyhol ders. Actually, this renpved nost
service functions out of local conmunity sales
offices into these new service centers. \What
was once a proud hone office is now three
gquarters | eased out. One Madi son Avenue is not
even listed in the tel ephone book

Nurmber 2, managenent entry into other forms
of insurance, such as property and casualty, in
1972, and non-insurance products, such as mnutual



funds. This pronpted Roger Kenney, the then

editor of United States Investor to say,
"Sel f-perpetuating in the rmutual life insurance
consisting of top officers and directors are
| eadi ng their conpanies away fromthe true
nmut ual concept." M. Kenney urged strong
| egislature and regul atory restriction
before he said, "The enpire building race

now bei ng wi tnessed gets entirely out of
hand and the policyholder's interest

becomes subnerged in the murky
wat ers of giant congl onerates.”

M. Kenney, | don't know if you are in this room

today, but | think you were right.

| nust note that it was this that [ed Met
to solve its marketing scandals, such as the sale
of limted partnerships, and safe investnents. |
nmust al so note that surpluses are to be returned

to the policyhol ders.

Number 3, Metropolitan's abandonment of a
| ow-end market to seek new markets in the higher

i ncome brackets, but how are they to gain the

expertise to conpete with conpani es? Wat about
are the mllions upon mllions of Anericans who
no | onger believed in life insurance? The social
dil enma and recent protests in Seattle against
the WI'O may indicate that seeking foreign markets

will be a rocky road.

Nurmber 4, a continuing de-enphasis of their
i nvestment functions so vital to the growth and

devel opnent of this country and Canada. They

sold Peter Cooper Village and tried to sel

Stuyvesant town only to be stopped by a tenant

pr ot est.
The CEO at that tinme, Richard Shin,

def ended Met's support of suburban spraw ,

at the

expense of the city, believing that the buyer's

i nsurance are nmoving there. | have a copy of

t hat.
Nurmber 5, Metropolitan's decision to

demutual i ze. Perhaps present nanagenent can

defend these five decisions, but do you not see
that a policyholder's believe they have sone say

in the operation of this conpany, this social

institution. Through their vote, these

deci si ons, decentralization, diversification
deni al of market share, divestnment of social

assets and denutual i zation would not have been
approved. \What price can you put on this right
to vote? It's inportant to the future of this

conpany.

Before | may say sonething | mght regret,

I will close ny comments by quoting my own
19father. This is found in the Life and Health
I nsurance Handbook in 1964 and ot her years.

"In



the conpetitive race to sell insurance, the

pol i cyhol der was often forgotten. The earlier
enphasis upon life insurance, with unlinited

i berated possibilities, was |argely overl ooked.
Instead, many of the life insurance practitioners

canme to | ook upon the business chiefly as a neans
of accunul ati ng power and prestige. Wth this
phi | osophy, sound busi ness practices were
frequently forgotten. Public disclosure caused
in the 1870s took to take a | ook at the business.
The cause of what they saw t hrough busi ness
alarm ngly. Before Iong, conpany after conmpany
began to fail."

My father and | have not al ways agreed, but
we do now. W ask that you stop this
denmut ual i zati on plan. Thank you.

SUPERI NTENDENT LEVIN:  Thank you,

M. Norton. The next speaker is Ral ph Kabrinik.

MR. KABRINIK: M nane is Ral ph Kabrinik.

| represent nyself as an individua

policyholder. | have listened to the
presentations of the Met staff here, and they
keep referring to how fair and equitable they
are going to be to their policyholders. WllI,
in my anecdotal experience, that has not been
the case at all. | would like to caution the
New York State Departnent on Insurance to be
careful about allow ng a conpany to switch from
a mutual conpany to where they have, in ny
judgrment, failed to satisfy their obligations to

a stock company where they will have even |ess
opportunity for supervision

| purchased New Engl and Life Insurance
Doubl e Life for nyself and my wife in 1989, and
was given a quote, vani shing premnm um
illustration, that was $8,000 a year for nine
years, and then | would not have to pay anything.
Well, as tine went on, it went fromnine years to
19 years with no end in sight. Now, our econony
may not have been perfect for insurance
conpani es, but they could not possibly have been
t hat bad.

Al so, over a 30-year period, ny $500, 000
death benefit was going up to $730,000. Now, it
was going to never be above $500,000. So, it was
a travesty. | spoke -- wote, at length, to New
Engl and Life, including M. Shafto, their CEO and
president, and | just got, in its nost graphic
terns, gobbl edygook fromthem

Finally, MetlLife buys out New England. |
wote to M. Kaynen, who was the President of

MetLife at the tine, and received -- | didn't
recei ved gobbl edygook. There was nothing. There
was no response. It is inconceivable that the

Ameri can economnmy was so devastated that prem unms



woul d be changed to such a dramatic degree and
what | had been prom sed, and |'m not naive,
know t hese were not guarantees, but there are
limts to what you don't guarantee. This

basically is ny conplaint. | don't see MetLife
sati sfying their policyholders now as a nutual
conpany. They will certainly not guarantee it in

the future as a stock conpany.

I urge the New York State Commi ssion to be
very careful about allow ng this conpany to
switch its obligations. | amalso -- | believe
although I amnot a party to class action thus
far, but | suspect | ultimately will be wth
regard to this vanishing premumtravesty that
New Engl and Life, and nmy now extension
Metropolitan Life, is responsible for

| bought insurance because | wanted
i nsurance. | have brokerage accounts and | have
CDs. If | want to invest in other investrents, |
do so on ny owmn. | don't need MetLife to becone
a stock conmpany to invest for ne. That is ny
business. | went into an insurance conpany, and
| want themto renmain an i nsurance conpany and
not hi ng el se.

Serendi pitously, | inagine many in this

room have seen the New York Times, which dealt
with exactly the issue we are tal ki ng about now,
and it dealt with it at length. You are al

wel cone to reviewit, if you haven't thus far
but the bottomline is two conclusions, as | see
it, fromthis article.

Nurmber one, there is absolutely no
guarantee, in fact, there is a real concern that
MetLife will proceed to the benefits as a stock
conpany as conpared to itself as a nutual
conpany. There is really no guarantee. Perhaps,
not even an indication that this conmpany is going
to be satisfied, or inproved, financially by
maki ng the switch.

Nurmber 2, the bottomline is that these
gentl emen say they are going to have to wait al
of a year, or two, to get their stock options,
but that's really what it anmounts to. The
executives are going to be guaranteed a
significant stock option wi ndfall where there is

no guarantee, at all, that the policyholders are
goi ng to receive anything.
Again, | please caution you not allow this

travesty to occur, unless you are absolutely sure
that we are not going to run into a bigger ness

than we are now. Thank you.
SUPERI NTENDENT LEVIN:  Thank you
M. Kabrinik or M. Norton, if you would like to
i ncl ude text --
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MR, KABRINIK: [I'msorry?

SUPERI NTENDENT LEVIN: If either yourself,
or the previous speaker, prepared text that you
woul d I'ike included into the record, you can
give us to our counsel

MR KABRINIK: | don't have one, but we can
prepare one fromyour tape. Thank you.

SUPERI NTENDENT LEVIN: Thank you. The next
speaker is M. V.J. Shah

MR SHAH. Good afternoon, M. Levin,

M. Bennposche and others. M nane is V.J. Shah
| have a Bachel or's Degree from Sl oan School of
Managenent and a Master's Degree from Sl oan. |
ama CLU, CHC, a nmenber of the ALU and a life
nenber of the million dollar round table.

want to comend you, M. Levin, for running a
great insurance departnent. Also, | want to
conmend Metropolitan Life, because |I've done
busi ness with them and they've been a great
value to ny clients. | appreciate that.

Besi des being in the insurance business,

own ny own stock brokerage conmpany. | started
with $5,000 in 1969. The net worth of the
conpany, which is public information, is $1
mllion, and this is a great American dream which
has come true for ne. | believe that
opportunities, which have been nmade available to
me, should be extended to other people. That is
nmy purpose of maki ng coments.

| think the demutualization plan is a good
one. | think the fact that the rmutual hol di ng
conpany was not approved, and it was a good
decision. Under pressure, a |lot of the conpanies
have caved in.

One of the concerns that | do have is that
no subscription rights are given to the
policyholders. | know that Goldman Sachs and
underwriters have been involved in situations
where subscription rights have been given.
don't think it's that expensive, considering the
fact that the benefit people who woul d
participate in the 1PO at the original offering
price, is quite substantial. The fact that they
are using the argunent that you could rai se back
is elimnate by putting atine limt for
subscription rights.

I think what's going to happen, let's
assune t he conpany goes public for $10 mllion
and the opening price is $12 nmillion. $2 billion
is going to new investors in their pocket. |
think it's nice for the people who bought
policies to be able to participate in that gain,
if they want to. | am a sophisticated investor
| have gone to quite a few conpani es and bought
small policies, so | could participate init. |



want other Anericans to be able to participate,

or policyholders. The mutual conpani es have made
statement to the public that the conpany is for
the benefit of the people. | feel by not getting
subscription rights you are taking sonething

val uabl e away. | just want the public to be
aware perhaps it's not too late for you, sir, to
change the conditions for Metropolitan Life and
make subscription rights avail abl e.

M. Friedman, who is the attorney for
Metropolitan Life, is very nice. He indicated to
me that the cost of subscription rights is quite
substantial. He indicated to ne, but he would
not confirmin witing to ne, that the
subscriber's costs nmight be nmaybe $60 million or
sonet hing |ike that.

Sir, if there is $2 billion of profit nade
by institutional investors is $60 million really
a big cost for policyholders? That's all | have
to say. Thank you

SUPERI NTENDENT LEVI N:  Thank you.

Qur next speaker is M. Lance Gad.

MR. GAD: Good morning. M nane is Lance

Gad. |'ve been a policyhol der of Metropolitan
for nearly ny entire life. |1'm54-years old,
and have five policies. | amnost famliar with
Metropolitan since ny father was enpl oyed by Met
from 1948 until his death in 1982. |'ve been --
| ampresently a nenber of the New York Bar, a
fornmer investment banker, and present investnent
professional. In addition to nmy coll ege degree,
I hold three graduate degrees, including an

M B. A in Finance, a Doctor of Law from Cornel
University, as well as Master of Laws in
taxation from New York University's Graduate
School of Law.

| had specialized in anal yzing and
i nvesting in denutualizations of financial
institutions, and am consi dered a recogni zed
expert from both | egal and financial viewpoints.
| do not believe the plan of Metropolitan is

quote fair and equitable, to the policyhol ders.
| have the professional expertise to express this
with a good degree of certainty.

The major fault of the Met plan is its
failure to offer policyholders the right to buy
stock at the PO price. Instead, Met has
proposed to have Gol dnan Sachs underwite the
offering. This will insure that virtually no Met
sharehol ders will be allowed to purchase stock on
the PO The |1 PO of Money is a good exanpl e.

The 1PO was virtually inpossible for any

pol i cyhol der, who was not a huge producer of

commi ssions for Goldman Sachs, to obtain shares at
the $23.50 offering price. Policyholders had to



offer themto Gol dman's best custoners in the
after market at prices which approxi mated 25
percent nmore. The stock traded al nost as high as
$30.00 initially. Goldman Sachs is perhaps the
nost arrogant and difficult underwiter for
anyone, other than huge investors, largely
institutions generating huge conm ssions for

ol dnman to buy shares from Even a coll eague of
m ne, who managed $200 million of assets, could
not receive an allocation of Mney shares, since
he was told he did not pay enough in conm ssions

to Goldman. CGol dman woul d not, of course, sel
ne shares.

The right to buy Met shares at the IPO
price first belongs to the policyhol ders of Met,
not to the best custoners who pay the nost in
conmi ssions to Gol dman Sachs or Credit Suisse First
Boston. Wthout departnment intervention, Gol dnman
will not sell shares to ne, even though I, and
ot her Met policyhol ders, should have a right of
first purchase. Policyhol ders cannot even
recei ve shares which are going to be distributed
to themunder the plan. They are to be held in
trust for one year. Although |IPO purchasers can
sell right away upon initial trading,
policyhol ders nmust wait one to two days, an
eternity in stock trading, to sell shares. The
trust will supposedly purchase shares for
pol i cyhol ders, but only if they have | ess than
1,000 shares, and not until 90 days after the |IPO
date and can take one to two days to acconplish
this. Met's trust plan, with no subscription
rights, is expedient, but not fair and equitable
to the policyholders as required by the | aw.
Fairness and equity is required. It cannot be
elimnated by what is quick and expedient.

Even John Hancock, in its denutualization
i n Massachusetts, proposed to give policyhol ders
el ecting cash the result of up to a 20 percent
pop in the PO price. Nothing |ike that is being
done here. Any pop in the PO price will go to
the best custoners of Gol dnan Sachs and Credit
Swi ss First Boston

| urge nmy fellow policyholders to vote no
for the plan as presently structured. It may
only be fair to large institutional
pol i cyhol ders, who have a relationship with
Gol dman Sachs or Credit Suisse First Boston
wherein they paid the required | arge anount of
conmmmi ssions to receive stock allocations.

Met will no doubt argue that with over ten
mllion policyholders, it's not practical to
gi ve subscription rights. | don't think this is

the case. In the 21st Century, this is
absolutely not true, with the conputers that we



have and clearly sone nechanismto all ow

pol i cyhol ders, who desire shares at the | PO
price, can be established. The fact that it
woul d take a few nore weeks is inconsequenti al
VWhat's being done here is the entire nenbership
interest, the ownership of Metropolitan Life, is

bei ng taken away fromthe policyholders in
exchange for cash, policy credits or stock
That's all well and good, and we've heard today
that this is the only way for themto get noney,
but that's not quite true.

Under the law, if Met were |iquidated
today, and the business sold, I'mcertain that it
woul d bring a higher price than the actuaries are
going to come up with, because there would be a
t akeover prem um and that could be transferred to
policyhol ders. So, we are given up our
menbership interest, yet we have not right to buy
shares in the | PO

The policyhol ders are the owners of the

conpany, and they must be given this right. |Is
it fair and equitable to transfer this absolute
right to the best custoners of Gol dman Sachs

wi t hout consideration, indeed with the paynent
of an underwiting conm ssion that woul d not
have to be paid on shares purchased by
policyholders. The plan is also not fair and
equi table to policyhol ders having nore than one
policy.

As | understand the testinony today,

al t hough some of the witten docunentation is

sonmewhat conflicting, ten shares per hol der, not
per policy, will be given. Suppose soneone is
very frugal and decided to take out a smal
i nsurance policy every year and has nultiple
policies, for nyself, | have five, you would
just get on 10 share allocation
The New York Tines article, which appeared
Sunday, basically was a very good article that
stressed that one of the real reasons for doing
this is to give nanagenent options. Managenent
will get those options without cost. That's the
way things work. They are entitled to it, if
they do a good job running the conpany. But, to
have a plan which gives no right for
pol i cyhol ders to subscribe for stock on the |IPQ
even if they are willing to pay for it for cost,
and at the sane tinme give nmanagenent options
wi t hout cost, is not fair and equitable. Thank
you.
SUPERI NTENDENT LEVIN:  Thank you. Next
is M. Paul Benton Weks, the Ill. M. Weks,
you are here on behal f of several policyhol ders?
MR. WEEKS: Yes. Superintendent Levin, |
am here on behal f of three policyhol ders.



Actually, | represent, in the aggregate

pol i cyhol ders who have al nbost $100 million in
policies. But, with this conpany, | represent
t hree policyhol ders, Lawence Miell er and Randy
and Deena Fi sher

| aman attorney, and | cane all the way
from Springfield, Mssouri yesterday to speak
about a subject that M. Gad has just spoken
about. | haven't had the opportunity or the
pl easure to neet with him but one of the nmain
things | want to discuss today is the fact that
it's been, | think, ignored, sonewhat, the
i mportant point that the policyhol ders are the
owners of this conpany. Mitual insurance
conpani es are, in every sense of the word, an
association. Ironically, a lot of the nmutuals
started back in the md part of the 19th Century
when they cane over here from France to explore
what the nmagic was to this great Anerican
experiment, our denocracy. They found the
secret to the nagic was the Anericans have this
wonder ful tendency to identify comon probl enms
and form associ ations to neet those problens.
That's exactly what a nutual insurance conpany
is, it's an association that was forned by these
pol i cyhol ders to provide insurance at cost.

I've heard today, fromsone of the
speakers, "W need to conpete nore effectively
with stock conpanies." | find it hard to
i magi ne that if an insurance conpany is there to
provi de insurance at cost that they find it hard
to conmpete with conpanies that have to sell
i nsurance not only at cost, but to nmake a profit
for sharehol ders.

Back to the main issue that | want to
di scuss, in about 20 years of practicing |aw,
|'ve never seen an area of the law that is so
m sunder st ood, and that is association |aw
It's generally not taught in the |aw schools.
Associ ations are owned by their menbers, and Met
Life is an association, it's in the incorporated
form but it's an association owed by its
nmenbers. |'ve seen sonme of the literature, over
the | ast several years, on nutuals and it seens
i ke the ownership, the policyhol ders
owner shi p, has been tribulized. There have been
articles stating, "The policyholders are
technically the owners of the conpany." They
are owners in every sense of the word.

When we cone to the topic today of
demutualization, | think it's inmportant for the

panel to understand that behind that word really
what we are |looking at here is, as M. Gad
correctly noted, a proposed sale of the conpany,



of MetLife, a proposed sale of the conpany by
the policyhol ders, the owners. They are being
asked, in this plan, to sell their conpany.
That's one of the objections that we have, that
is not plainly laid out in front of the
policyholders in the material. It's sort --
it's obscure. It's oblique. It's, "Wll, we
are proud to present this plan where we are
going to change to a stock company, and in order
to do that, the law requires that we |iquidate
your menbership interests.” That's so anbi guous
to policyhol ders. They ought to be told, "You
own this conmpany. No one el se but you."

Nurmber two, they ought to be told -- this
fancy word, "Denutualization," that | can hardly
spell, really proposes that, "W are going to
buy this company fromyou." Now, when those
t hi ngs are understood, and |I don't think anybody
here will argue with the assertions that I'm
maki ng here, they are basic assertions and there
is sone provision or sonething said in the
panphl ets, "That ownership will be transferred."

That's correct. It will be transferred fromthe
policyhol ders. They are going to be bought out.
The next question is this: |If you own

property, or if you own a conpany or anything,
what val ue should you get for it? The answer,
submit, is you should get the best price you can
get for it. | think it's so tinely yesterday,
the article that we see in the New York Tines,
tal ks about how with the climte that we have
t oday, and Congress and tearing down the walls
bet ween i nsurance and banks, you are going to
see a lot of activity. You are going to see a
| ot of acquisitions. M questionis: |If the
pol i cyhol ders are being asked to sell their
conpany, why don't we put it up for market
today? They are selling their conpany, and they
are entitled to get naxi mum value for that sale.
Now, | didn't bring it with ne today, but

as soon as | get home I will send back for the
record. | note it doesn't close until February
14th. | will send one of the things | would

i ke to have included in the record was a
material froma |l egal sem nar of nmergers and
acquisitions in the insurance industry. It was
chaired by one of the attorneys that was working

with one of the demutualization efforts of John
Hancock and MetLife. This nerger and
acquisition sem nar says right in the materi al
"I't's common understanding that in order to
maxi m ze the value of an insurance conpany, when
it's put up for sale, you put it up for
auction." That's what these policyhol ders, who
own this conpany today, are entitled to. |If



they are going to sell their ownership, they are
entitled today to have a for sale sign put in
front of MetLife and let the bids begin. [|'ll
include it in the panel's record, the New York
Tinmes article. There is going to be a |ot of
acquisitions and they are going to take place as
soon as these anti-takeover provisions |apse. |
want to talk about that for a minute as well.
The problemw th this planis, it's

structurally created to suppress the value that's
actually given to the policyholders. Several of
t he speakers today have said, and enphasized,
"One hundred percent of the value of the conpany

will be given to the policyholders.” That's not,
in practical sense, true. The reason is this:
Anti -t akeover provisions suppress the value. It

suppresses the value of the conpany.

"Il give you an exanple. Today, and |'ve
yet to find anyone that has given an apprai sal
i ncl udi ng Gol dman Sachs, no one has given an
apprai sal of what is MetLife worth. Conpanies
val ue other conpanies all the tine for purposes
of acquisitions and sal e.

Now, in the case of John Hancock, I'Il give
you that exanple, industry analysts estinate that
Hancock is worth about $14 billion. But, in the
demut ual i zation plan out there, the policyhol ders
are going to get $6 billion to $8 billion
That's the rub. The rub is that they are going
to sell their ownership in John Hancock for $6
billion or $8 billion when, in fact, if Hancock
was put on the market, and all of these
congl oner at es, banks and insurance conpani es,
canme into the bid, they would get $14 billion or

$15 billion. 1In a sense, that group of
pol i cyhol ders are being deprived of that val ue.
It's called control premium a good will, going

concern and that sort of thing, but that's a | ot
of nmoney when you think about it.

| want the panel and everyone here to think
of something else as well. | agree with M. Gad
t hat people who run these kinds of enornous

conpani es deserve to be conpensated well. \What's
going to happen is this: After one year
managenment here will be entitled to grant

t hensel ves stock options in grants and that will
be substantial. Then, another three to five
years will go by, and the anti-takeover
provisions will |apse and MetLife will be put
into play. At that point in tine, you will have
an auction process. The conmpany will be put up
and fair market value will be obtained at that
point. But, it will be obtained with managenent
owni ng the conpany, with Wall Street owning the
conpany and | agree with M. Gad one of the



reasons why even conpani es that do $200 nillion

i n business with Goldman Sachs one of the reasons
they can't get in on the PO is because

sophi sticated buyers of this stock, investors,

understand and, in fact, Merrill Lynch has a neno
that | found that's called, "Shooting fish in a
rain barrel.” They did an anal ysis of

demut ual i zati on, and they noted that consistently
i nsurance conpani es that have denutualized have
experi enced under valuation. The reason again is
obvi ous, because of the anti-takeover provision.
That provision, at the risk of repeating nmyself,

that's the problemhere. The policyhol ders
probably have a conpany, MetlLife, and we have
not one, including CGoldnan Sachs, that will give us
a valuation of what MetLife is worth, but these
pol i cyhol ders have a conpany that's worth $15
billion, or $20 billion or $25 billion. W don't
know, because the bid and the auction is not
going to take place under this plan. That's what
the policyholders are entitled to, and this plan
is structured so they won't get that. The plan
is structured so managenent and Vall Street will
effectively get to buy the conmpany out fromthe
pol i cyhol ders on the cheap, and then when
managenment, and Wall Street and sophi sticated
i nvestors buy this stock at a suppressed val ue,
inthree to five years, you are going to see the
value of this thing go way up

| want to go to another subject. There are
two basic issues in denutualization, in terms of
conpensation to the policyhol ders. Nunber one,
t he aggregate conpensation, and that is the tota
size of the pie, which I've just discussed. |
think the total size of the pie should be
determ ned by an auction process. Put the
conpany up for sale. The ownership is in play,

and put it up for sale and |let the policyhol ders
reap the maxi num val ue.
The second issue is this: Once the
aggregat e conpensation is determ ned, the
superi ntendent and staff nust anal yze the

al l ocation of that conpensation anong different
policyholders in MetLife. The problemwe have
there, and I think it's unique, because | think
it's the only demutualization plan so far that
has not reveal ed, or disclosed, the allocation
bet ween di fferent kinds of policyholders, for

i nstance, individual and group. | find it

hard -- difficult for anyone, in that kind of a
position of policyholders, to vote on this plan
or for this superintendent to approve it unti
we determine, and |I've asked M. Tierney to
speak on the issue of the allocation anbng

di fferent policyhol ders, because what we found



is, in the John Hancock derutualization, for
exanple, it appears that with the historic plus
formula, it's allowed for an actuarial |eeway to
| oad nore conpensation on the group

pol i cyhol ders, the nore powerful groups in

pol i cyhol ders, which could, in some ways, be
construed to be a way to sort of buy off any

pot ent opposition of the denutualization plan
"Il ask M. Tierney to speak on that.

That is essentially the rub we have here.
They are being denied the opportunity to put
their conpany up for sale today and to obtain
full, fair market value for the sale of their
ownership of this conpany. Thank you

SUPERI NTENDENT LEVIN: |If you have any witten

material that you would like to include in the
record, perhaps you can get Joan Siegel's
address before you | eave today.

MR. WEEKS: Thank you

SUPERI NTENDENT LEVIN: Next is M. Tierney.

MR. TIERNEY: Thank you, M. Chairman. M
nane is TomTierney. |'ma consulting actuary
wor ki ng out of the Boston area. |'ve been asked
to speak today on behal f of policyholder Larry
Mueller. |'m speaking in coordination with
M. Mieller's attorney, who just spoke,

M. Weeks.

By way of qualification, | ama fell ow
actuarial. | neet the acadeny qualification, et
cetera, et cetera, for rendering opinions. |'m
qualified under Section 95.5D of the New York
126. | serve as an appointed actuary, although

the conpany that | work for has no connection
with today's affairs. | also practice
extensively in the area of what's call actuarial
forensics. Translated into English, that neans
| value transactional in translating fromthe
English to the man on the street. | conpute
damages if sonebody is in a transaction, and
they feel they've been damaged, they will hire
me or an economni st to cal cul ate the damages.
| have reviewed the plan. | find four
problens therewith that | want to nmention, and
I"mgoing to talk briefly about the subject of
damages related to those four plans thereafter
The first problemthat | see with this

plan, and this what M. Weks said he asked ne to
conment on, concerns with the nethodol ogy for
allocating for the total pie anpbngst the
policyhol ders. That is done using sonething
called the historic plus nethodology. That is a
nmet hodol ogy that cane out of New York in 1987, to
a task force that was put together to handle a
donmestic conmpany that was either in or
approachi ng technical insolvency, and it was a



24 nmet hodol ogy whereby the all ocation of ownership
25 woul d be determi ned by | ooking at the people who

1 were comng into bail out the conmpany, vis-a-vis

2 what you would look at in a going concern. That's
3 t he people who built up the value in conpany.

4 In essence, what | would claimis that when
5 you are dealing with a solvent conmpany, what you
6 want to do is use what's called a historic only

7 nmet hodol ogy. Wien you are dealing with an

8 i nsol vent conpany, what you want to do is | ook

9 at prospective contributions, nanely the

10 hi storic plus nethodol ogy, because it's those

11 future people that are conming in that are

12 actual ly providing, you know, the genuine

13 contribution that you should be transl atable and
14 di stributable net worth.

15 M. Beck, in his testinmony, mentioned that
16 historic plus was a recogni zed actuarial nethod.
17 That is true. However, it is not universally

18 recogni zed. It's being challenged in court and
19 I'"mpart of the court challenge. There are a |ot
20 of actuaries testifying against it. \When you are
21 consi dering the methodol ogy do not put the

22 historic plus in the generally-accepted category.
23 My recomendation in this area would be

24 that you switch the met hodology to historic

25 only. That would be consistent with all prior
0083

1 | aw before the '87 task force report. It would
2 be consistent with what M. Weks has said was

3 the nature of distribution of cooperative

4 owner ship, which is basically you receive a

5 di stribution upon |liquidation, or conversion

6 that's proportional to what you contributed. To
7 have a situation where distribution is nade upon
8
9

specul ati on about what sonebody will be

contributing in the future, just flies in the
10 face according to the aw what is good law. W
11 know t hat under Section 4 of 7312 it's not
12 required, so | would urge you to reconsider
13 t hat .
14 The second thing I want to address is the
15 nmet hodol ogy under the closed block. The closed
16 bl ock, as has been said, is a methodol ogy to
17 preserve dividend entitlenments. Here, we've got
18 a nunber of problems. C osed bl ock, nore and
19 nore actuaries are conming to believe, just don't
20 work. In this case, we've got three problens.
21 To | ook how cl osed bl ock works, one has to | ook
22 at how di vi dends conmputed, and I'lIl try not to
23 get too difficult. |If you |ook how divi dends
24 are conputed given in a refund of prem um you
25 have to | ook at how a premiumis conputed --
0084

1 SUPERI NTENDENT LEVIN: Can | just | interrupt you

2 for a noment? Gentlenmen in the back, your previous



speaker, M. Weks, could you guys take it out
in the hall, please? It's very distracting.
MR. TIERNEY: Let's look at a typical life
i nsurance premium Let's say it's $1, 000.
Per haps, two hundred dollars of that is
dedi cated to pay for expenses. WMaybe 700.00 of
that insurance premiumis an investnent portion
That is the amount of the prem um when conbi ned
and assuned rate of interest of four percent,
let's say, will produce a cash value at the end
of the year sufficient to neet the contractua
requi renent for the cash value both for that year
Finally, the third portion is $100.00, in
our exanple, that one-year terminsurance
premiumis an anount of insurance that buys
one-year terminsurance equal to the difference
bet ween the face anpbunt and the cash val ue on
| and. Basically, when sonmeone dies, they get a
benefit equal to the face amobunt. Actuarially,
what happens is, they get a surrender of their
cash value, plus they get a one-year term
i nsurance benefit equal to the difference
bet ween the face and cash val ue.

Wth that very sinplistic explanation, and
I hope I'mnot being too conplicated, we have
three very severe problens here. Nunmber one has
to do with the preservation of contractual rights
to receive dividends. M. Mieller, ny client, has
has an agreenent, a contractual right, to receive
his insurance at cost. He has a right to receive
the refund of any portion of that prem um which
is not needed in order to cover his legitimte
operational needs of the policy.

In particular, let's say his $200.00
prem um which a portion of that premiumis
designated to take care of the expenses, and
maybe they amount to $100.00, M. Mueller is
contractually entitled to receive a dividend of
$100. 00, because that represents the difference
bet ween what he paid and what the actual cost
was. That contractual right to receive dividend
expense portion of his dividends at cost is
bei ng denied to him because Metropolitan, from
the date of inception of the plan, will not be
gi ving any divi dends based upon expenses. They
are saying, "W are going to charge you a fl at
expense and any gains or |osses beyond that we
are not going to give back to you."

Secondly, there is a problemwth the
i nvestment portion of the dividend. Basically,
as | said in the exanple we used, we have a cash
val ue on deposit, and you get a $700. 00 preni um
added to that, and that is designed to grow say
four percent and that four percent is required
in conjunction with what's under cause to



produce the cash value at the end of the year

I f, per chance, instead of earning four percent,
you earn eight percent, M. Mieller has an
entitlenent to receive one half of that

i nvestment incone as a dividend credit, because
he has a contractual right to receive the
general account rate applied to what the
contract requires.

That is not going to happen because no nore
hereafter he is going to get an investnment
experience that's attributable to the cl osed
bl ock assets. The expected return from cl osed
bl ock assets is going to be |l ess on expectation
than what he would get if it were in the genera
account and that's because of the nature of way
cl osed bl ock investnents work. There is an
i nherent conflict of interest that managenent of
t he conpany has when it comes to managi ng a

cl osed bl ock. There is no upside incentive for
an investnent manager to achieve a rate
conparabl e to what woul d have been earned in the
general account, sinmply because any upsi de gains
will go to the closed block. There is a strong
i ncentive to nmanage the account conservatively,
to produce a rate of return that is quite |ess
than you woul d get in the general account,
because you want to save yourself from any
downsi de | osses. Even though nanagenent doesn't
get the upside swing as a return, they wll
suffer fromthe downside. There is an inherent
operating bias fromthe managers of the closed
bl ocks which is going to be less than the
general account. That dinmnishnment is a
violation M. Mieller would claimof his
contractual rights.

Finally, the third has to do with the
nortality. | nentioned $100.00 of this prem um
is, in our exanple, a terminsurance premnm um
which is designed to cover the difference
bet ween the face and the cash value. That
$100.00, typically, if the policy is being
reserved under the CSL basis will be two-thirds
than what is necessary. |In essence, you wll

need $66.00 of it in order to provide the actua
benefits, and there will be a $33.00 divi dends
payable to M. Mieller. It is difficult to say,
at this point, whether M. Mieller will get nore
than 33 or less than 33 out of the closed bl ock
The problemis the sl oppiness in the record
keepi ng. W have 800, 000 or 600, 000

pol i cyhol ders that have not been identified.

The understanding is that many of them nmay have
been deceased. That neans the nmathematics that
underline the closed block is fuzzy, at the

| east.



M. Mieller, when he contracted, did have a
right of due diligence that the records of the
conpany woul d be handl ed appropriately, so with
regard to whether he is going to be naking noney
or losing noney on the nortality portion of his
di vi dends, we don't know whether the cl osed
block is a winner or loser. The point is,
nobody knows. That is a situation that should
not be allowed by your office. | would note, we
are involved in litigation in other states.

That is the issue which probably nore than
anyone el se has picked up on, and | hope your
office will perhaps give Met a good kick in the

el bow to nake sure they do chop their 600, 000
down to a nore, you know, better nunber.

The final two points | want to cl ose, and
"Il be briefer on these, concerns the cl osed
bl ock. There is a problemw th dissipation of
value. The problemis, as M. Weks nentioned,
the cl osed bl ocks, the investnent opinions
com ng fromFirst Boston and Col dnan, give no
i ndication of the fair value. They won't talk
about fair value of the expected stock. Five
years ago, the investnent bankers on
denut ual i zati on woul d have opined. In fact,
when Merrill Lynch was opining on State Mitua
up in Boston they nentioned when the | PO went
of f the expected the nmarket price would be 15 to
25 percent above to what it was offered at.
That is an amount which earlier speakers has
referred to as the | PO pop

M. Silverstein tal ked around the subject
in vague terns. He said, "Well, this is what
the 1PO price will be what a sophisticated
believe an investor will buy." The translation
i s sophisticated investors are not going to buy
it unless they get the pop. Wich nmeans this
| PO when it goes off, the expectation, and this

is my understanding fromlistening to
M. Silverstein, will junp and based upon what
Merrill Lynch, a New York based underwriter
says, the expectation based upon what those
i nvest ment banking firms has said, there will be
a pop of 15 to 25 percent. Wen, and if, that
happens that will nean a transfer of
pol i cyhol der value away fromthe 11 million, you
know, nons and pops that own the conmpany now, to
the friends and fanmly of Goldnan Sachs. There
should be a way, in order to keep that within
the 11 million menber community of Metropolitan
t hat diversion of value which is part of the
enbedded val ue of Metropolitan a way shoul d be
found not to divert that.

| woul d suggest one or two things, cance
the IPO It's not necessary to provide funds to



casual policyholders. 1It's not necessary to
spend $1.6 billion for General American, when
all of the dust settles in that, the loss for
General American sonewhere between $50 nillion
or $75 million. | would suggest that Cenera
Aneri can be handl ed much the sane as New Engl and
Life did. Don't nake it a $1.6 billion purchase
for cash. That does nothing for the

Met ropol i tan policyhol ders.

| would say either cancel the PO But, if
it must go ahead, then | would suggest |ower the
I PO from something $6 billion or $8 billion
which is totally unnecessary, to sonething |like
a billion close to covering the expenses.

Secondly, | woul d suggest that you take
what's called the Dutch auction approach. It's
i nteresting, and again M. \Weks approached
this -- | think you know where |'mgoing with
that, so I'll spare you that.

Let nme al so give you ny recomendati on for
cl osed bl ock. You either get rid of the closed
bl ock conpletely or else you just put in some
sort of a mninmum dividends scal e.

Finally, with regard to forensics, the

actuarial loss is fourth grade nmathematics. |If
we have a $300 million share PO and it goes
of f at 20 bucks a share, just run the numbers.
You can do it. Maybe there is a billion dollar

of transference whi ch ought not to happen. That
is the nickels and di mes of the wi dows and
orphans, etc. It ought to be protected.
Finally, we conme to the big enchilada, and
that's the suppression of the denutualization

capitalization because of the all of the
i rpedi ments in Delaware |law, and | guess there
are some in New York law, that require
anti-takeover provisions which, as M. Weks
sai d, due suppress the value. Again, we are
| ooki ng for nunmbers, and we are | ooking for help
there fromthe investnment bankers. | think, as
policyhol ders, that's what these people are
hired to do, to give us advice. | find the
opinions to be worthless. Look at this way: |If
Metropolitan, when it finally goes, is
capitalized at $20 mllion, and if the two for
one ratio that M. Weks has nentioned is
appropriate for the costs of a conpany that's
bei ng put out wi thout any inpairnents or
i rpedi nents, we are tal king about a $20 billion
loss in total that will evolve over tine that
ought to go to these people. | would urge to
find a way around that. | thank you very nuch
for your tine. | pray you do well wth your
deci si on.

SUPERI NTENDENT LEVIN: Thank you. The next



representative is a representative from Key Span
Energy. |s there sonmebody here from Key Span?
Okay. Seeing none, next is Ms. Anita

Kart al opoul os.

M5. KARTALOPOULOS: Good pronunci ation

SUPERI NTENDENT LEVIN: Lucky guess. You are
representing --

M5. KARTALOPQULOS: Several policyhol ders.
We are appearing on behalf of policyholders, who
have approached us with concerns regarding the
proposed derut ual i zati on.

As Metropolitan Life Insurance Conmpany
tries to denutualize to, quote, take advantage of
changes in laws relating to affiliations between
i nsurers and other types of conpanies, as they
say in their information booklet, it proposes a
pl an t hat adversely changes current owner's
interests in several ways. This adverse changes
wi || cause their policyholders contracts to be at
variance with the expectations created by the
Metropolitan. The risks are not adequately
di scl osed to the policyholders in any of the
i nfornati on received as part of the
reorgani zati on. Metropolitan provides vague and
i nadequat e i nformati on about the consideration to
be of fered to policyhol ders, in exchange for the
ext i ngui shmrent of their ownership rights in
Metropolitan Life. Methods pursuant to their

denmut ual i zati on do not adequately conpensate the
policyholders for their ownership. Failure to
provi de the policyhol ders with sufficient
information to nake an informed choice in the

em nent demutualization vote on February 7,

| eaves this vote as a perfunctory neasure and not
a true indication of the financial terns of this
demut ual i zati on

I f these issues are insurnountable, the
denmut ual i zation of Metropolitan Life is not fair
and equitable to policyholders and is not in the
best interest of the nutual life insurer and its
pol i cyhol ders.

Metropolitan Life does have a qualified
right to denutualize under New York law. In
permtting denutualization, the legislature
created safeguards for the interests of
pol i cyhol ders. \Wereas, here, a proposed plan
is not fair and equitable to policyholders, the
superi ntendent nust either withhold approval or
condition approval in such a way that protects
t hose same policyhol ders. The policyhol ders are
the Metropolitan, and the superintendent should
not allowtheir rights to be disregarded in the
Conpany's desire to grow to nuch | arger

proportions. Let ne highlight several areas of



concern
First, is the creation of the trust.
Metropolitan plans to i ssue the share ownership
of policyholders to a trust. | believe the use
of the trust, to hold the re-issued stock, is
not in accordance with New York law. As we've
heard from many peopl e before, severely
di sadvant ages the policyholders. |t denies them
full use of their shares, and places certain
restrictions on their ability to receive the
fair value of their shares. It operates as a de
facto nutual hol di ng conmpany, even though the
| egi slature decisively rejected the idea in the
recent years. Those buying in the public
offering will have shares that are fair superior
to the shares given to the stockhol ders, since
several features of the trust keep current
pol i cyhol ders fromreceiving fair market val ue,
i ncluding the delay on the stock sales, the
inability of trust beneficiaries to w thdraw
their shares for an extended period of tine,
inability of owners fewer than 200 shares sel
I ess than their conplete allotment and nany
ot her factors.

Most inportantly, Section 7312E-2 governs
what forns of consideration can be given to
policyhol ders as follows: The consideration to
be given in exchange for the policyhol ders
menbership interest, or into it which nenbership
interest is to be converted, may consist of
cash, securities of the reorgani zed insurer or
securities of another institution or
institutions. A certificate of contribution
additional life insurance or annuity benefits,

i ncreased divi dends or other consideration or
conbi nati on of such forms of consideration
Trust interests are not a type of consideration
permtted under this section.

Secondly, is the funding of the closed
bl ock. W believe the anbunt of assets in the
cl osed block is inadequate to nmaintain current
di vi dends expenses under current conditions.
This is indicated by the fact that the assets of
thirty-five billion, eight hundred twenty-six
mllion dollars are significantly | ess than the
funded liabilities of thirty-nine billion, two
hundred ninety-four mllion dollars. The closed
bl ock is inproperly being charged in perpetuity
of fixed expense of $40.00 per policy for U S

traditional and New Engl and traditional and
$10.00 for U.S. Industrial Life policies. This
is despite the fact that MetLife has stated in
t he booklet that they are conmitted to reducing
operating expenses. It is likely, therefore,
that the actual costs of adninistering those
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policies will decrease in future years. This

al so contradicts that dividends will be paid
under current methods. Since currently

di vidends are increased if expenses are
decreased. The |arge number, 600, 000

pol i cyhol ders who have not been | ocated, further
creates uncertainty as to the uncertainly of the
fundi ng of the cl osed bl ock.

The cl osed bl ock assets contain bonds of a
whol Iy owned re-insured. O her superior assets
shoul d be substituted. The allocation of the
shares, likew se, presents difficulties. O her
superior assets should be substituted. The
al l ocation of the shares |ikew se presents
difficulties. It is based upon historical plus
perspective to surplus. W think this is
i nconsistent with New York law. Since
pol i cyhol ders should be entitled to the ful
benefit of their contribution to the surplus.

We believe that MetlLife proposal does not
conformto 7312 D-1 C as set forth in the
st at ut e.

Finally, policyhol ders who receive cash are
anot her area of substantial concern. Cash
paynents are based on the IPO price. This is
entirely inappropriate because I PO are priced
low. In the Hancock denutualization, the price
was based on the greater of the IPO price or the
average of the stock price in the first 20 days
of trading up to 120 percent of the IPO price.
Sonme sinilar method should be adopted here, in
order to ensure appropriate val ue.

In conclusion, we believe the current plan
is flaned and shoul d be nodified before being
approved by the Conmm ssioner. This cones
clearly within your purview, and | think it was
sonmet hing you did in the Miutual of New York
denutual i zation. W intend to subnit a nore
detailed witten presentation discussing these
concerns for the departnment's consideration.

t hank you very much for your tinme.

SUPERI NTENDENT LEVIN: Thank you very nuch.
The next speaker is Ed Cochran

W are going to take a one-m nute break

but Allison, could you tell ne this tine
when they are done.

We are going to pause a nonent while
we change the tape.

If M. Cochran is here, he can cone
up because we really are going to be
begi nning in about one m nute.

(Pause)

SUPERI NTENDENT LEVIN:  Qur next
speaker is M. Ed Cochran. 1Is M. Cochran
her e?



We have two additional speakers.

M. Philip Bieluch. | amnot sure if |
pronounced that right. | may have
m spronounced t hat.

| see sonebody coning towards the
podi um so perhaps we have conmuni cat ed.

M. Bieluch

MR BIELUCH: My nane is Philip J.
Bi eluch. | ama resident of Southborough
Massachusetts. | ama fellow of the Society of

Actuaries and | ama nenber of the American
Acadeny of Actuari es.

Cl osed bl ocks, in general, and as
funded by Metropolitan Life, cause concern in a

few areas. | would like to call the
Departnment's attention to a paper titled
"d osed Bl ocks and Miutual Conpany Conversions"
as published by the Society of Actuaries," in
the Society of Actuaries Financial Reporting
Section Monograph M AS99-1, dated Cctober 1999.
The paper was witten by Messrs. Charles
Carroll and J. Peter Duran, both partners at
Ernst & Young, LLP. | have a copy of the
paper, as published, to enter into the record.
In the paper, the authors discuss a genera
principle of dividends after denutualization:
"This line of" -- this is a quote:
"This |line of reasoning, we believe,
| eads to a general principle which could be
stated as follows: 'Wen experience changes,
di vi dends shoul d be adjusted in the sane nanner
that they woul d have been adjusted in the
absence of a denutualization.'"

Metropolitan stated a simlar purpose
in their Policyholder Infornmation Statenent,
Part One, page 44, as follows:

"The Cl osed Block is provided for in
the New York Insurance Law to ensure that
pol i cyhol ders' reasonabl e di vi dend expectations

will be net after a mutual insurance conpany
converts to stock form™

One area where Messrs. Carroll and

Duran find this principle violated is the
i mpact of persistency on dividends. As stated
by Messrs. Carroll and Duran

"The typical dividend fornula used by

nost nutual conpani es does not have a specific
factor that recognizes the effect of
persi stency. "

They recogni ze that:

"The formation of a closed bl ock can
change this situation dranatically, a fact that
was recogni zed and conmented on by the task
force inits report. In fact, the
est abli shnent of a closed block will require at



least an inplicit recognition of persistency
di fferences."

Not hi ng provided by Metropolitan in
t he policyhol der mailings discusses
persi stency's effect on policyhol ders' dividend
expectations. |In fact, they state just the
opposite when they state in the Policyhol der
I nformati on Bookl et, Part One, page 45, the
fol | owi ng:

"The principles and nethodol ogi es
used to devel op the current dividend scal es
were not materially different fromthe
princi pl es and net hodol ogi es used to devel op
di vidend scales in recent years."

| nvest ment income creates anot her
concern with the closed block. Messrs. Carrol
and Duran state:

"Formation of a closed bl ock
essentially nandates a form of asset
segnentation. This fact has an inportant
consequence since the conmpany nust honor
t he guarantees in closed bl ock policies,
whet her or not the closed bl ock assets prove
sufficient, while better-than anti ci pated
returns on closed bl ock assets go entirely
to benefit policyholders, there is an incentive
for the conmpany to invest closed bl ock assets in
relatively safe, but |owyielding investnments."

Agai n, nothing provided by
Metropolitan in the policyhol der mailings
di scusses this effect on policyhol ders
di vi dend expect ati ons.

Messrs. Carroll and Duran offer a
renedy to the above concerns as foll ows:

"A nore direct approach would be for
the mutual insurer to conmit as part of the
pl an of conversion to continue to deternine
di vi dends on preconversion policies using the
sanme practices used in the past."

Dividend eligibility, which the
mai lings say will not be changed, is not the
sanme as dividend anmounts. Policyhol ders cannot
eval uate worth of the stock offered as conpared
to |l ower dividend expectations created. The
Metropolitan has not stated that dividend
amounts will not be changed due to the
demutual i zation. | ask the Departnent to
consi der such a requirenent as a condition of
approval

Metropolitan has stated that there

are 600, 000 policyhol ders for whom they do not
have a current address. Many of these
policyhol ders may be currently deceased. A
conpany w th approxi nately 400, 000

pol i cyhol ders, who they could not |ocate, John



Hancock discovered tens of thousands of
probably dead policyhol ders when the records of
t hose policyhol ders were mat ched agai nst the
voter registrations in just a few states.

Until the superintendent is aware of
how many of Metropolitan's in-force
pol i cyhol ders are actually found to be dead, it
woul d be inpossible to determine a nortality
assunption for the lines of business. Finding
t hese policyhol ders could cause Metropolitan's
estimate of incurred but not reported death
clains to be too low affecting their reported
profit. In addition, the funding of the closed
bl ock could be inadequate as the nortality
rates that Metropolitan assuned were based upon
nortality experience before these policyhol ders
wer e found.

Consi der the follow ng quote fromthe
Cl osed Bl ock nenorandum on page 13:

"The 1998 nortality study was
considered in determning the 1999 divi dend
scale. This study was based on experience in
1997. It shows that over this period actua
nortality was approximately 68.2 percent of an
expected nortality table devel oped by Metlife.
For cl osed bl ock funding purposes, nortality of
68.2 percent of these expected rates were
assuned for closed block funding."

A conmpany with such a rich history of

nortality studies, having published the
statistical bulletin for nmost of the |ast
century, should have a very good grasp on the
nunber of policyhol ders expected to be
deceased. Many of these |ost policyhol ders
probably are industrial policyhol ders.
Industrial life prem unms have been wai ved by
the Metropolitan since 1981 resulting in a | ack
of yearly interaction with the policyhol ders.
The following is a quote froma
report titled The Negro in the Insurance
I ndustry as Published by the Industrial
Research Unit, Departnent of Industry, Warton
School of Finance and Commerce.
"Negros represent one of the |argest
consumer groups that purchase industrial
i nsurance. "

Metropolitan's own statistics bear
this out. Consider statistics published by the
Metropolitan in a publication of the Actuari al
Soci ety of Anerica, Transactions, Volune XX,
Part I, as foll ows:

"Nunber of Col ored Prem um Payi ng
Policies In Force, Decenmber 31, 1919, and
Per cent ages, Respectively, of the Total
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Preni um Paying Policies In Force Ordinary 1.53
percent, Intermediate 12. 31 percent, I|ndustri al
11. 96 percent."

I have a copy of both of these
references to enter into the record.

Bef ore approving the plan, | asked
t he superintendent to require Metropolitan
continue the search for these | ost
policyhol ders by attenpting to work with
governnment officials in all jurisdictions where
Metropolitan is licensed to find these
pol i cyhol ders. Any remai ni ng policyhol ders who
are not found should be part of an outreach
program To just stop l|ooking for these
pol i cyhol ders woul d continue the discrimnnation
of the past.

If the closed block is inplenented, |
ask the superintendent to ensure that the fina
funding of the closed block will not be
determ ned until: Government officials in al
jurisdictions where Metropolitan is |icensed
have reported the results of their search for
| ost policyhol ders.

Adj ustnents are nade to reflect the

fact that the remaining | ost policyhol ders nay

all be dead;

The i nmpact of paying these expected
clains as used to adjust the Metropolitan
nortality experience on these |ines of
busi ness;

The inmpact of this adjusted nortality
is used to calculate a new cl osed bl ock funding
anmount .

To do otherwi se woul d penali ze
policyholders in the closed bl ock and benefit
t he stockhol ders of Metropolitan for
Metropolitan's inability to maintain a m nimal
| evel of custoner service with a substanti al
bl ock of their policyhol ders.

In a paper prepared for the United
States Conmission on Civil Rights titled
"Consul tation on Discrimnation against
Mnorities and Wonen in Pensions and Heal t h,
Life, and Disability Insurance,"” the foll ow ng
is stated on page 21 concerning industrial life
i nsur ance:

"Then, for many years, |ower benefits
or higher rates were applied to policies issued
to blacks. Several techniques were used. One
was to provide a death benefit on policies

i ssued to bl acks, two-thirds of that provided
on conparabl e policies issued to whites;
another to classify all blacks automatically as
subst andard, subject to higher premnm uns, and

al nrost all whites as standard. These
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di stinctions were abandoned in 1948. . . by the
Metropolitan. . . for new issues.
[ Clonmpani es. . . began prograns for equalizing
benefits for existing policies.”

| have a copy of this paper to enter
into the record.

In a book titled The Metropolitan
Life - A Study in Business G owh published in
1947 and excerpted in the paper the follow ng
i s stated:

"The sane general approach as in
i ndustrial was tried in 1930 but discontinued
at the beginning of '35. At that tine a
sinpler overall rule was adopted under which
the excess nortality was offset by paying only
partial conmi ssions on policies issued to
Negr oes.

"I'n May 1935, the New York State
anti-color discrimnation |aw was stiffened to
forbid any distinction because of race in the

amount of conmi ssions paid for witing the
policy. Thereupon, Metropolitan discontinued
soliciting colored risks for any kind of life
i nsurance in New York State."

The actuarial contribution menorandum
does not discuss giving these policyhol ders any
addi ti onal share allocations.

| ask the superintendent to review
these practices to ensure that the
pol i cyhol ders' contributions cal cul ated for
t hese policyholders reflect the additiona
costs these policyholders were forced to incur
due to this discrimnation. To not give these
pol i cyhol ders additi onal shares represented by
t he additional prem um charges, reduced
benefits or reduced commi ssions continues to
the discrimnation by Metropolitan Life.

SUPERI NTENDENT LEVIN:  Thank you
M. Bieluch

M. Thomas Wl ling.

MR. WELLING Good afternoon
M. Superintendent, staff, M. Bennbsche, staff
and advisers and fellow attendees. M/ nane is
TomWelling. | ama charted life underwiter
and charted financial consultant, a registered

principal with the National Association of
Securities Dealers, with nore than 30 years of
experience in the design, inplenmentation and
funding of the client contribution retirenent
pl ans.

| amcurrently area chairman of GBS
Retirement Services, which is an NASD
br oker-deal er, a MetLife broker, as well as
broker for a nunber of other insurance
conpani es, and a whol |l y- owned subsi di ary of



Arthur J. Gllagher & Co., an internationa
publicly-held i nsurance brokerage firm GBS
Retirenent Services functions as broker and
consul tants under client contribution
retirenment plans.

My firms clients include, but I am
pl eased to report not limted to, four
not-for-profit institutions in New York State
whi ch have nonparticipating group 403(hb)
annuity contracts with nore than 7,000
participants in those contracts and nore than
$300 million in assets with Metlife under those
contracts.

Each partici pant has received a
MetLife certificate, and MetLife maintains an

i ndi vi dual account for each of them Yet, they
are clearly being disadvantaged in this
process. Instead of receiving 70,000 shares of
MetLi fe stock, the minimmallocation of 10
shares for each participant, at the l|east, 40
shares of MetLife stock are being allocated
anong these 7,000 plus people solely because
they are participating in nonparticipating
group annuity contracts instead of either
participating group annuity contracts or
i ndi vi dual contracts whether they are
participating or nonparticipating.

By way of background, in the group
annuity arena the difference between a
participating and a nonpartici pating contract
is primarily nonenclature, not substance.
Dividends are rarely, if ever, paid on the
group annuity contracts whether they are
participating or nonparticipating. In fact,
participating group annuity contracts will
someti nes contain | anguage stating that no
di vidend paynents are antici pated under the
contract. Even when dividends are anti ci pated,
the difference between a participating contract
and a nonparticipating contract is pricing, not

ownership, in the issuing conpany.

It is sinply not reasonable, not to
mention unfair and inequitable, to disadvantage
nonpartici pati ng contract hol ders and the
participants in those contracts in the way that
this plan of derutualization di sadvant ages
t hem

MetLife treated these group annuity
partici pants as having separate and di stinct
rights in the handling of the recent class
action suit settlement. This was appropriate
in m view.

When UNUM dernut ual i zed several years
ago under the main statutes, the participants
in nonparticipating group annuity contracts



wer e not di sadvantaged versus ot her categories
of UNUM policyhol ders, and | am confi dent that
the sane will be true for Prudential under New
Jersey st atues.

Why then should New York State, with
a well-earned reputation of being nost
protective of individual participants' rights,
al | ow such disparate treatnment in this
situation? This runs directly counter to the
position taken by the New York Insurance

Department in the MDL rehabilitation when it
vigorously protected participants in group
annuity contracts where individual account
records were naintai ned by MDL on behal f of the
7,000 plus participants and my client's MetlLife
contracts and on behal f of, perhaps, many
t housands of other individuals with hundreds of
mllions of dollars of assets with MetLife in a
simlar situation

| respectfully request that this
all ocation formula be revisited and revised to
produce the fair and equitable treatnent which
MetLife asserts it seeks to achieve.

If Section 7312 of the New York State

I nsurance Law has been interpreted to nmandate
this unfair and inequitable treatnment, then
suggest that it be revised or at |east
reinterpreted to produce a fair and equitable
result for all contract holders and their
partici pants before this IPOis approved and
al l ocati ons are made.

Thank you for your consideration.

SUPERI NTENDENT LEVIN:  Thank you very
much, M. Welling.

That concl udes the speakers for

t oday.

Let nme just remi nd everybody that the
record fromtoday's hearing will renain open
until February 14th. And for additiona
comments, Ellen Wenz, WE-N-Z, in public
affairs of the New York State Insurance
Department, 25 Beaver Street, New York, New
Yor k 10004.

| amnot quite sure, but in order to
keep things nmoving -- | don't think we are
taki ng, doing, Qand A -- so that concludes the
peopl e who are organi zed speakers.

The other thing I would rem nd
everybody, as | said before, the video of this
proceeding will be avail able on our website.
The address is ww. ins.state. ny. us.

Wth that, | would like to offer
M. Bennosche -- | don't know if there is
anything that you wish to address today. |If
you would like, you are certainly wel cone to;



otherwi se we will conclude today's proceedi ngs.
MR. BENMOSCHE: Just briefly, | would
like to conment that | do appreciate the input
from everybody who spoke.
VWhat is inportant to understand is

that we as a group of nmnagenment represent al

of the policyholders, and there is a
significant group of people, and we can't just
necessarily look at one small constituency. W
did the best we could as we presented this plan
to the Department to be fair and equitable to
all policyholders. W also recognize that it
is inmportant that even the snmall policyhol der
have an opportunity to own part of our conpany,
which is their conpany. This is a

pol i cyhol der-driven comnpany.

So therefore, the trust was intended
to make sure that it was easy for people and
not be cost prohibitive so they all could
continue to participate, as you have heard from
many of the speakers this norning, participate
in the upside of this company over tinme and to
the extent we continue to do well. So that |
appreci ate the input.

We are going to continue to work hard
for this country, continue to be an investor in
this country and for the policyhol ders we
serve.

SUPERI NTENDENT LEVIN:  Thank you

Again, we will keep the hearing

record open until February 14th, and then |
have 60 days after that to render a decision
So we appreciate everybody's input for today
and we will continue to receive conments.

Wth that, we will conclude today's
heari ng.
Thank you.
(Heari ng concl uded)
0Qo



