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PROCEEDI NGS

MR. REDMER: Wel cone everybody and thank
you for joining us this morning. | am Al Redner of the
Maryl and | nsurance Adm nistration and this is our
second public hearing on specific carrier rate
increases for long-termcare insurance this year, 2020.

Today's hearing will focus on several rate
i ncrease requests now before the Insurance
Adm nistration. In the individual |ong-termcare
mar ket, these include requests from Berkshire Life
| nsurance Conpany of Anerica proposing increases of 20
to 32.25 percent, dependent upon the policy form
Bri ght house Life Insurance Conpany proposing increases
of 149 percent; Continental Casualty Conpany proposing
i ncreases of 157.6 percent for policies that have
inflation riders; MedAnerica |Insurance Conpany
proposi ng i ncreases of 15 percent, and Bankers Life &
Casual ty Conpany proposing increases of 15 percent.

These requests affect about 6,082 Maryl and
policyholders. And the goal of today's hearing is for

I nsurance conpany representatives to explain their

Veritext Legal Solutions
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reasons for the increases. We will also listen to
comments from consunmers and any other interested
parties. W are here to |listen and ask questions of
the carriers and consuners regarding the specific rate
i ncrease requests.

Before we get started, 1'd like to
i ntroduce the folks that are on the phone fromthe
Maryl and | nsurance Adm nistration.

We have panel nenbers Todd Switzer, Chief
Actuary; Adam Zi mmerman, Actuary; Jeff Ji, Seni or
Actuary; Zach Peters, Chief of Staff; David Cooney,
Associ ate Conm ssioner of Life and Health, and Jay
Coon, Deputy Insurance Comm ssioner.

Before we go on | want to go over a few of
the procedures that we would |ike to follow for today.

Now, if you would like to speak, you wll
have needed to RSVP to speak in advance of today's
call. Now, if we have some tinme we'll try to get to
t hose fol ks that didn't RSVP.

Second, with the exception of MA staff,

this hearing is not proposed to be a question and

Veritext Legal Solutions
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answer forum rather comments frominterested parties
were received and reviewed in advance of this neeting
and please continue to submt comments up until
Wednesday, the 20th of May.

So, again, the Insurance Adni nistration
will continue to keep the record open until Wednesday,
May 20th for additional witten testinony. The
transcript of today's neeting, as well as all witten
testinony submtted, will be posted on the Insurance
Adm ni stration's website on the |long-term care page, as
wel | as the quasi-|egislation hearings page.

The |l ong-term care page can be found at the
M A website by clicking on the Long-Term Care tab,
which is | ocated under the Quick Links section on the
| eft-hand side of the honepage.

As a reni nder, we do have a court reporter
on the line today to docunment the hearing. Wen you're
cal l ed, please state your nane and affiliation clearly
for the record.

Now, for everyone on today's call we ask

t hat you pl ease nute your phones unless you're going to

Veritext Legal Solutions
202-803-8830 -- 410-494-8300
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speak and pl ease do not place your phone on hold, as
naturally, that will broadcast nusic into the call. So
| can't stress this enough. Please don't put us on
hol d, but do put us on nute.

Al so, any tine before speaking, if you
could restate your name and organi zati on that would be
a help. And we will be asking the carriers to speak
regarding their rate requests and we'll be calling on
carriers in al phabetical order. Afterwards, again,
we're going to invite interested stakehol ders and
consuners to speak

So now | wll reintroduce our chief
actuary, Todd Switzer, who has a couple of comments
that he would like to make. Todd?

MR. SWTZER: Good norning, everyone, and
t hank you, Comm ssioner.

The long-termcare filings remai n anongst
the highest priority of all the filings we get and the
nost difficult filings. W have about 150, 000
Maryl anders that have | ong-term care coverage.

So far year-to-date this year in 2020 we

Veritext Legal Solutions
202-803-8830 -- 410-494-8300
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have approved 29 filings affecting about 33, 000 of
t hose 150, 000. The average requested increase was
61 percent. We're aware of Maryland' s annual
15 percent cap, but the requests, as they cane in the
door, were 61 percent. What we have approved has been
alittle nore than half of that and has been, on an
annual basis, less than 10 percent on average.

More inportantly, recently we have engaged
the carriers nore along the lines of, if we talk about
mul ti-year rates action we would need a rate |l ock or
woul d ask the carrier to consider once those increases,
if we were to consider a nulti-year, that after that
there is a hiatus fromrate increases and the custoners
can know for nore than just one year at a tinme what to
expect. And so far we've had approvals of what we're
calling a rate | ock or rate guarantee of no nore
increases for a period of tinme of one year to ten
years. One carrier switched their contract to
non- cancel abl e, meaning that once these rate increases
are approved, no nore. It's in the contract that no

nore i ncreases.

Veritext Legal Solutions
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We have also tried to target the increases
where the financial problens are the npbst acute. And
that has meant, in some cases where the benefits are
| eaner, like only a one-year or two-year benefit or no
inflation adjustment and in many net cases those
portions of our consuners have been exenpted from a
rate increase and that will be our track going forward.

We try to be circunmspect about what's going
on in other states and | ook there, but our focus is in
serving Maryl anders and | ooking out for the interests
of our seniors and naeking sure that the rates are
adequate for our carriers.

We have a -- we are follow ng the inpact of
COVID-19 on long-term care insurance. At this tine
it's unclear what the inpact will be exactly short-term
or long-term but we are nonitoring that and collecting
all the data that is available from various sources out
t here.

We have a diverse set of filings to be
di scussed today. We have a nonoline carrier who just

offers long-termcare and coverage, long-term care

Veritext Legal Solutions
202-803-8830 -- 410-494-8300
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coverage. We have conpani es of varying size from
capital ranging fromd42 mllion to 11 billion. W have
one carrier that is still selling; the others are not.
We have rate increases already in place prior to these
rate filings of 130 percent high, so to the one carrier
this will be the first rate increase.

We have sone of these filings affect 50
Maryl anders; others 3,200. And as far as context and
financial condition versus, the benchmark that we use
in the Ofice of the Actuary, is that versus the
m ni rum saf e anount that the industry and actuari al
standards recommend a conpany has in ternms of capital,
t hat shoul d be about 375 percent is our rule of thunb
and then go below that. W have carriers, again,
rangi ng today from 206 to 1, 100.

So that's background. 1'd also like to
thank the three gentl emen who subnmtted questions.
M. Kosterlitz, are you on the |ine by any chance?

(No response.) Okay, hopefully later we'l
check again. M. Carter, are you on?

MR. CARTER: Yes.

Veritext Legal Solutions
202-803-8830 -- 410-494-8300
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MR. SWTZER: That's great. Thank you
And M. Friednman.

W will have a chance, after the carriers
speak, to explicitly go to those who signed up, but
just a little flavor, maybe for the carriers to keep in
m nd, that sonme of the points made in these custoner
letters, one is a quote that, just rem nding, that
these filings inpact, and |I'm quoting, the nost
financially restricted age groups in the country,
people that are on fixed inconmes where these increases
really give pause.

And anot her statistic was given that, you
know, the Genworth study, just an industry study that's
used by many in the long-termcare |ine of business,
has shown annual increases in cost of 4.4 percent. And
then there is -- however, that's different fromthe
consecutive 15 that have been speaking of |ate.

So that's a little bit of color and with
that, | would like to invite up first M. Aaron
Buel ow from Bankers Life & Casualty to speak, managi ng

actuary. M. Buel ow?

Veritext Legal Solutions
202-803-8830 -- 410-494-8300
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MR. BUELOW Thank you. Can you hear ne?
Just to be sure.

MR. SW TZER: Yes.

MR. BUELOW Ckay. Thank you.

Good norning, Comm ssioner Redmer, Maryl and
| nsurance Adm nistration staff and distingui shed
guests. My nanme is Aaron Buelow. |'m a managi ng
actuary in the Health Inforce Managenent departnent at
CNO Fi nancial Goup. |I'mresponsible for, anong other
t hi ngs, review ng experience on, and nmaki ng
recommendations for, the long-term care business of
Bankers Life & Casualty Conpany, which is the |argest
i nsurance conpany under the CNO Fi nanci al G oup
unbrella. On behalf of nmy conpany, | would like to
t hank you for the opportunity to provide information
regardi ng our recent request to increase premnm ums on
several of our older long-termcare insurance policy
forms, including GR-N340 Facility Care, GR-N350 Long
Term Care, GR-N370 Facility Care, and GR-N380 Long Term
Care forms.

Bef ore di scussing the details of the

Veritext Legal Solutions
202-803-8830 -- 410-494-8300
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filing, | would |like to provide some background on the
LTC busi ness at my conpany. Bankers Life & Casualty
currently insures nore than 250,000 nenbers nati onw de,
approxi mately 4,500 in Maryl and, under a Long-term
Care, Home Health Care, Nursing Home and Short-term
Care conval escent care policy. W have been witing
busi ness since 1987 and we remain actively selling new
policies today, having issued over 250 new policies in
Maryl and during 2019. At Bankers Life, we are proud of
our commtnent to offering nmeaningful insurance
coverage to m ddl e nmarket consumers at and near
retirement and we believe our |long-termcare and
short-term conval escent care products are an inportant
conponent of our policyholders' financial security in
their retirement years.

There are approxi mately 100 policyhol ders
in the State of Maryland who are insured under one of
the various policy series for which we are requesting
to increase prem unms. These insureds were issued
bet ween 2003 and 2005, and, on average, have been in

force for 17 years as of the present tinme. Across the

Veritext Legal Solutions
202-803-8830 -- 410-494-8300
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United States, the policy forms that we are here to
di scuss with you today have been subject to three
separate prem umincreases over tinme, a varying
i ncrease by age and benefits, ranging fromzero to
40 percent; and two flat increases of 30 percent and
35 percent. However, the State of Maryl and has
approved and we have inplenented two varying increases
of zero to 15 percent and two uniformincreases of
15 percent.

Thus, the full nationwi de premumrate
level is 32.7 percent to 40.5 percent higher than the
Maryl and premumrate | evel, depending on the issue age
and benefit plan. As such, we are requesting that
Maryl and approve the maxi mrum al | owabl e 15 percent
premumrate increase on all of these policies to bring
the Maryland premiumrate level nore in line with the
nati onwi de rate level. W believe the equitable thing
to do is to continue to pursue rate actions in al
states that have not approved the full amount of our
prior rate actions with the goal of ultimately

achieving rate parity across the nation.

Veritext Legal Solutions
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We understand and respect that the State of
Maryl and has a 15 percent premiumrate increase cap in
its regulations. Therefore, absent any material change
in the experience of these policy fornms that would
indicate a need to change the nationwi de prem umrate
| evel s, we anticipate that we would request an
additional premumrate increase in the future for
t hese policyholders in order to bring the Maryl and
premumrate |level on par with the nationw de rate
l evel .

We understand that increasing prenm unms can
be difficult for insureds who are on fixed i ncones and
we make a point to personalize each notice of a prem um
rate increase with options for custoners to consider,

i ncl udi ng paying the increased anount or, if the
current coverage is above the m nimum benefits we
of fer, reducing coverage by increasing elimnation
period or reducing benefit period duration. In
addi tion, each customer is invited to call a 1-800
nunmber to explore other possible benefit reductions

that may be available in the event that the specific

Veritext Legal Solutions
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personal i zed options described in the rate increase
notice are not satisfactory to them W understand
that customers may wi sh to spend tinme considering the
options available to them so our current practice is
to notify custonmers of an inpending premiumrate change
at | east 60 days in advance of the change. As you
know, we are required to provide at |east a 45-day
advance notice of a premiumrate change in the State of
Maryl and, so our current process conplies with Maryl and
| aw and provides an additional 15 days of advance
noi se.

We have submtted financial projections to
t he Maryl and I nsurance Adm ni stration docunenting the
actuarial justification for the 15 percent premumrate
increases we are requesting. The policy formseries
subject to this premiumrate increase request is
required to neet a mninumlifetinme loss ratio of at
| east 60 percent, and the formseries |ifetinme |oss
ratio projection is significantly higher than
60 percent. Additionally, based on our current

projections, the allowable rate increase applying a

Veritext Legal Solutions
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| oss ratio requirenent of 58 percent of the initial
prem um and 85 percent of the rate increase premumis
significantly higher than the 15 percent requested.
The policy formseries subject to this rate increase
has accrued experience since inception that is fully
credible froma statistical standpoint on a nationw de
basis, but is not credible for Maryl and al one.
Therefore, the experience data and anal ysis perforned
on this block of business utilizes the nationw de
experi ence.

For the GR-N350 policy series, the
projected lifetinme loss ratio at Maryland's current
rate level is 85.9 percent and decreases to
82.6 percent assumng the premiumrate increase is
approved.

Pl ease note that the lifetime |oss ratios
just discussed are calculated as the ratio of the
incurred claims or paid benefits plus change in the
clainms reserves to earned premuns. Active life
reserves, or reserves accrued to fund future clains

whi ch have not yet occurred, are not included in the

Veritext Legal Solutions
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calculation. One thing I would |ike to note, however,
is that when individual insureds |apse their insurance,
the active life reserves associated with those
i ndividuals are released. |In accordance with statutory
and tax accounting requirenents, the rel eased reserves
flow into unassigned surplus where, theoretically, they
could be reallocated to any |ine of business wthin our
conpany. However, our current practice at Bankers Life
& Casualty is to reallocate the reserves rel eased due
to the rate increase rel ated coverage changes and
term nations back to the LTC |line of business. This
practice we have instituted at Bankers Life & Casualty
enables us to build significant additional active life
reserves to support our LTC business.

I would like to close by noting that the
premumrate increase requests we have nade are
designed to mtigate, or reduce, |osses that are
expected to energe in the future, and not to recover
any past | osses that have already occurred. Wile the
LTC policies subject to this premumrate increase

request overlap mninmumlifetinme |oss ratio regul ations

Veritext Legal Solutions
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and rate stabilization standards that were inplenented
nore recently, the premiumrate increase we have
requested on these policies conplies with the
requi renents of the nore stringent rate stabilization
standards, as well.

Bankers Life & Casualty believes it is in
bot h our conpany's interest and our policyhol ders'
interests to continuously nonitor our business and work
with regulators to adjust prem uns as expeditiously as
necessary to enable us to maintain a financially stable
book of business and honor our conmmtnents to our
policyholders to be able to pay their clainms when they
arise. W look forward to continuing to work with the
Maryl and | nsurance Admi nistration on this filing and
any others that may be required on this policy formor
others in the future with the goal of neeting our
mut ual obj ectives of keeping our LTC busi ness at
Bankers Life & Casualty financially sound and stable.

Thank you, again, for providing nme the
opportunity to speak with you today. | sincerely

appreci ate the opportunity to engage in dial ogue on

Veritext Legal Solutions
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this inportant issue of the pending premumrate
i ncreases on several of our LTC policy forms.

And now, | would be happy to entertain any
questions you may have for ne.

MR. SWTZER: This is Todd Switzer, again.
One question is along these |ines.

So we see that so far rates have increased
by 75 percent, they started in 2002, annually, $1,125
and they're currently at $1,967, about a $840 increase.
We see that you are pricing to a loss ratio in the | ow
80's, 82.6, and the needed increase is 40.3 for your
filing.

So ny question is, if a nulti-year increase
were to be granted woul d the Conpany be open to
di scussing a rate lock after that?

MR. BUELOW Yes, depending on the extent
and the amount of the nulti-pack. W would be | ooking
for nore than the current 15 percent that we're
requesting.

MR. SWTZER: Right, but if it were

stretched out over a few years, | know we can work this

Veritext Legal Solutions
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out through SERFF, but | hear you saying you're
anenabl e to tal king about different scenari os and what
that would nmean in terns of the nmagnitude?

MR. BUELOW Yes, yes. Certainly.

MR. SWTZER: Great. And another detail, |
see that of the 136 Maryl anders affected by this
filing, that about 14 of themare facility-only.

If we were to |look at, parse this by if
some of these smaller pieces that may have intuitively
reason to have | ower cost, could we maybe tal k about
carving themout in terns of how they're treated,
per haps?

MR. BUELOW We're definitely open to the
di al ogue. | would need to do sone research to
determ ne how feasible that is fromour adm nistrative
system s capacity. | believe that we can -- we should
be able to carve themout relatively easy and treat
them separately, but | would need to confirmthat from
soneone from our adnministrative system But we
definitely would be willing to discuss that and pursue

it further, yes.

Veritext Legal Solutions
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MR. SWTZER: Sure, | appreciate that.
That's all that | had.

MR, JI: This is Jeff Ji fromMA. | have
a question.

One of the responses to our objection you
said that you need additional 22 percent rate increase,
and nationw de | evel already increase, can you |let us
know where that 22 percent, where -- how do you
determ ne your rate, nationw de rate, increase |level?

MR. BUELOW Well, right now we're just
| ooking at the total highest rate increase that's been
experienced by any sell. So we could do a nore
conpl i cated cal cul ation, but due to the fact that on a
nati onwi de basis the first premumrate increase are
varied fromzero percent to 40 percent based on the
prem um i ssue age and the benefits plan and there were
two rate increases in Maryland specifically that vary
fromzero percent to 15 percent. But currently we're
just looking at, I wish | had the cal cul ati on open, but
| believe that works out that if you do with the

40 percent and 30 percent and 35 percent, effective due

Veritext Legal Solutions
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to -- and | guess | can ballpark it, that's 60, so
after this one we would still need another 22 for the

rate sells that had the highest rate increase out of
any of those to be at the highest |evel that would
experience nationw de.

MR. JI: So you have target loss ratio for
nati onw de?

MR. BUELOW No. Right now we're just
| ooki ng at maki ng the rates equitable across the
nation, so we are looking to -- which is, technically
speaki ng, not going to be possible in this situation
since the rate increases, the first rate increases,
weren't conparable with the nationwi de rate increase.

So in nost states we're | ooking for having
one consistent rate schedule that matches the
nati onwi de rate schedule. In Maryland we're |ooking to
get the highest rates increase that was achieved to be
equal to the highest rate increase that was achi eved on
the nationw de rate schedule, if that makes sense.

MR. JI: Yes, thank you.

MR. BUELOW So if we can't get the two

Veritext Legal Solutions
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schedules to line up perfectly, we're just trying to

make sure that we don't have any sell in Maryl
overshoots the nationw de rate schedul e.
MR. JI: Thank you.

MR. BUELOW Thank you.

MR. SWTZER: Any other questions?

(No response.) Ckay. Then I'd I|i

invite Ms. Song from Berkshire Life, Assistant

President with Life Care, please.

Ms. Song, are you on? (No response.)
Okay, then we'll go to Brighthouse and

M. Jason Frain, Vice President with Brighthouse, and

Ms. Shawna Meyer, Chief Actuary of GE Capital,

MR. FRAIN: Yeah, hello. Good norning,

this is Jason.

MR. SW TZER: Good nor ni ng.

MR. FRAIN. M nane is Jason Frain. | ama

vi ce- president at Brighthouse Financial, responsible

for managenent of our run-off businesses, incl

| ong-termcare insurance. Wth ne on the phone today

is Shawna Meyer, Chief Actuary at GE Capital,

Page 24
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parent conpany of Union Fidelity Life Insurance
Company, which is the retrocessionaire and ultimte
ri sk holder for this business. Shawna has al so
prepared remarks to share today regarding the filing.
Finally, M ke Bergerson, a principal and consulting
actuary with MIIliman, who handl es the actuaria
analysis and filings for the policies to be discussed
today, is available to help with questions.

First, thank you to Conm ssioner Redner and
t he I nsurance Admi nistration for this opportunity to
di scuss the pending long-termcare rate filings. 1'd
also like to thank the consuners, including our
custoners, who are on the phone for their interest and
participation in the hearing.

My goal today is to provide the rationale
for the pending rate increase and di scuss the ways we
are hel ping policyhol ders bal ance the prenm um costs
agai nst their needs for coverage.

The policies that are part of our filing
and under di scussion today were originally witten by

Travel ers | nsurance Conpany and sold from 1990 to 2001.

Veritext Legal Solutions
202-803-8830 -- 410-494-8300



10

11

12

13

14

15

16

17

18

19

20

21

Maryland Insurance Administration Hearing May 13, 2020

Page 26
Met Life acquired the policies through its acquisition
of Travel ers Insurance Conpany in 2005 and the policies
transitioned to Brighthouse Financial through its
separation from MetLife in 2017. As of Decenber 31,
2018, these products covered 2,429 insureds in Maryl and
and over 55,000 insureds nationw de.

The decision to file for these increases
was nmade only after careful evaluation of the policy
experience, which has shown continued deviation from
assunptions. As submtted in the fillings on
January 16, 2020, we are respectfully requesting a
149 percent increase in premuns across the long-term
care policies in force in Maryland. This increase is
needed due to norbidity and persistency |evels which
produce lifetime loss ratios in excess of the original
pricing. As part of this rate increase request, the
Company targeted a lifetinme loss ratio of 120 percent
for this block, double the mnimumloss ratio
requi rement of 60 percent. For consuners on the phone,
that essentially nmeans even with this sizeable

i ncrease, we woul d expect to receive clains of $1.20
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for every dollar of prem umreceived.

We are aware of section 31.14.01.04(A) (5)
of the Code of Maryl and Regul ati ons and that the
requested increase is greater than 15 percent. The
goal in filing for a large increase at this tine is to
provi de better certainty around future prem uns for the
insurer, and nore inportantly, the consuners. W would
li ke to advise policyhol ders about future rate
i ncreases and would like an opportunity to work with
the Adm nistration on inplenentation so consuners can
nore appropriately plan for these increases.

We under stand and enpat hize that these rate
increases are a challenge for our policyhol ders, as
many of themare retired or are on fixed incones. W
al so know that these increases may be particularly
chal l enging for our policyhol ders who may be i npacted
by the current COVID 19 pandemic. We al so appreciate
that they have remained faithful custoners over many
years and we thank them for their business. To provide
flexibility to our custoners, we offer options to give

thema choice to find a premum | evel that works for

Veritext Legal Solutions
202-803-8830 -- 410-494-8300




10

11

12

13

14

15

16

17

18

19

20

21

Maryland Insurance Administration Hearing May 13, 2020

Page 28
their individual needs.

First, a policyhol ders can decide to pay
t he hi gher premum and maintain the | evel of benefits
they currently have under the policy.

Second, a policyhol der can nake benefit
changes, which would adjust their prem um accordingly
to give themtheir preferred balance of prem um and
benefits. These changes generally result in a prem um
simlar to their current premumor can lead to an even
| ower prem um

Finally, the policyhol der can select a
non-forfeiture option, what we call an optional limted
benefit, that will provide a paid-up |evel of benefits
equal to the total anount of prem unms paid, excluding
wai ved prem uns, and |ess any clains paid. The
advant age of this option is not having any future
prem um paynents.

Even with these additional options to
manage premuns to a simlar or |ower |evel, our
experience on prior rate increases in Maryland has

shown that 89-93 percent of policyhol ders decide to pay
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t he hi gher prem um recognizing the value and
protection that their policy provides.

Once again, 1'd like to thank the
Adm nistration for the opportunity to speak here today.
Now, I'd like to turn it over to Shawna for her
coment s.

M5. MEYER: Good norning, can you hear ne
okay?

MR. SWTZER: Yes, good norning.

M5. MEYER: Thank you

I would |ike to thank Conm ssioner Redner
and the Admi nistration for the opportunity to discuss
our current long-termcare filing pending with the
Maryl and | nsurance Adm nistration. As Jason nentions,
this business was originally witten by Travelers Life
| nsurance Conpany and through a series of transactions
the block is on Brighthouse Life Insurance Conpany
paper. However, Union Fidelity Life Insurance Conpany,
an indirect GE subsidiary, holds 100 percent of the
final risk and we are here today to assist with this

hearing, as well as work with the departnent on the
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approval of the requested rate increase.
We understand the difficulties these rate
i ncreases can be to the policyholder. The Conpany al so
recogni zes that the full rate increase needed will not
be transferred to the policyholders. |If the full rate
increase is approved the projected lifetine loss ratio

will be 120 percent. Furthernore, the Conpany has

al ready recorded 1.76 billion of GAAP | oss recognition
and is holding an additional 1.61 billion of additional
actuarial reserve on a statutory basis. It is clear
that this business will never be profitable for the
Conpany.

As requested in the filing, the Conpany
would like to work with the departnent on the approval
of this increase with the thought that it would be
i npl enented over several years. The Conpany knows t hat
the needed rate increase to neet the projected lifetinme
| oss ratio of 120 percent is 149 percent. The Mryl and
| nsurance Admi nistration is aware of this. However,
this information is not always transparent to the

insured. The departnment cannot tell a policyhol der who
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asks how many increases are going to be filed because
t he departnment may not know. The Conpany cannot tel
pol i cyhol der about future rate increases because they
have not been filed or approved, so this anpunt is
unknown. We would like to reiterate the need to
provide as much information as possible to the insured
so they can plan accordingly. And | believe this is
consistent with sone of the comments that have been
made here.

So with that we woul d be happy to take
guestions at this tine.

MR. SWTZER: Thank you. This is Todd.

| note that you're pricing to 120 percent
lifetime loss ratio. The rate increase so far for
people in this policy series started with a prem um of
about $1, 700 per year annually and before this filing
is up to $3,900, with a $2,200 increase, 131 percent.

And with that as backdrop, ny question is,
with this policy series being in about duration, 30,
and over the |life of the series about 73 percent,

present val ue w se, of the revenue being in the past,

a
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al ready behind us, the height of enroll nment was about
4,500 Maryl and nmenbers and we're currently at 2,400 and
in ten years we'll be down to 800.

So ny question is, is the fact that, given
that al nost three quarters of the revenue is behind us
and trying to get the lifetine loss ratio even up to
120 on a dwindling block, is going to increase
dramatically as the enroll ment decreases, and this is
one of the points one of our three consunmers letters
made.

Is that dynamic factored into the
reconmendati on of the cal culation of the need of
149 percent, please?

MR. BERGERSON: Shawna, do you want nme to
t ake that one?

MS. MEYER: Sure. Wy don't you start and
| can add. Go ahead.

MR. BERGERSON: This is Mke Bergerson with
MIllimn Seitz.

The fact that the block is projected to

shrink over the next ten years is reflected in the
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149 percent request and gets us to the 120 percent
target | oss ratio.

If you were to spread the increase over
mul tiple years, subject to the 15 percent GAAP, that is
not reflected in the 149 percent, so the increase to
sell is over a nunmber of years. You'll require a
hi gher cunul ative increase than the 149 percent
one-tine request.

MR. SWTZER: Right, appreciate it. |
understand the cost of delay, but, and this may be
sonething we will explore further, it will be when we
correspond through the rate filing system Thank you.

MR. JlI: This is Jeff. | have a question.

We are | ooking for 149 percent conmmt of
the target loss ratio of 120 percent. So if you do the
level, this rate increase request, so did you consider
any shot glass or benefit reduction in your projection
to calculate that hundred percent |oss rati o,

120 percent loss ratio?
MR. BERGERSON:. Yeah, this is M ke

Ber ger son
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There is assuned shot glass and we j ust
benefit option election associated with the rate
i ncrease, as well as assumed adverse sel ection,

And if | can find the assunpti ons qui ck,
with a one-tinme 149 percent increase we assune that
si x percent of policyhol ders would shot glass and take
the optional limted benefit that Jason referred to and
about a 15 percent reduction in premiumand clainms from
reduction of benefit optional elections.

MR. JlI: Is six percent fromthe m ni num
study or based on what?

MR. BERGERSON: The six percent shot gl ass
was based on sone experience that we have with this
bl ock and ot her bl ocks, but when you get to the |arger
increases, like this request, it's also, you know, I
bel i eve based on actual adjustnent.

MR. JI: Ckay, thank you.

MR. SWTZER: Any other questions?

(No response.) Okay. W'Il go back to
Berkshire. Ms. Song, are you on the line?

M5. SONG Can you hear nme now?
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MR. SW TZER:  Yes.

MS. SONG Sorry, | was nuted and | didn't
realize that. Good norning.

MR. SW TZER: Good nor ni ng.

MS. SONG M nane is Xiaoyan Song, spelled
as X-1-A-O-Y-A-N, S-ON-G l''ma nenber of the
Ameri can Acadeny of Actuaries and a Fellow of the
Soci ety of Actuaries. | ama consulting actuary who
have been authorized by Berkshire Life Insurance
Conpany of Anerica to file the rate increase on its
behal f. Thank you for providing me the opportunity to
di scuss this long-termcare rate increase filing.

There are two policy forns involved in the
filing. Policy form BG1P(06/04) was issued in
Maryl and from 2004 through 2009 under product nane,
Care Provider, and is referred to as B&1 in this
presentation. Policy form BG1P(01/09) was issued in
Maryl and from 2009 through 2012 under product name LTC
Choice Provider and is referred to as BG4. These two
policy forns are no | onger being marketed in any

jurisdiction.
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The Conpany is currently requesting a flat
20 percent rate increase to the prem umrates charged
for BGO1 and a two-year phrase-in flat rate increase of
15 percent per year for BG4, which is a cunulative
32. 25 percent increase.

The request would i npact the prem uns for
166 Maryl and policies for BG1 and 78 Maryl and policies
for BG4 using in force as of 2018 year end. The
increase i s being requested because actual experience
on this block has been | ess favorable than originally
anticipated at the time the products were designed.
The original pricing lifetime loss ratio was 60 percent
for B&1 and 63 percent for BG4. Wthout the current
requested rate increase, and under best estinmate
assunptions, the lifetime loss ratio for nationw de
busi ness is 94 percent for BG1 and 89 percent for
BG&04.

These policy forns were originally
devel oped in the 2000s using assunptions which seened
reasonable for their time. However, the reality has

turned out to be different fromwhat was initially
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assuned. Here I'mgoing to talk about the major
assunptions and what happened with them over tine.

First, nortality rates have been | ower than
what were originally priced into the products. Wth
| onger life span, chronic di seases but no cure, the
result for long-termcare insurance is that nore
insureds are living longer with their chronic diseases
and filing nore clains which, in turn, drives the claim
costs even higher.

Secondly, | apse rates have continued to
decline as nore policyhol ders have recogni zed the val ue
t hey have received with their long-termcare policy.
Again, while it is a good thing that nore people have
| ong-term care coverage, it has served to drive claim
costs higher in the aggregate.

Thirdly, claimcosts are the conbi nati on of
how many people go on claimeach year, referred to as
incidence rates, multiplied by the Iength of tinme they
stay on claim referred to as continuance rates. Wile
i nci dence rates have been | ower than what was expected,

conti nuance rates have been nuch | onger than
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anticipated, resulting in clainm costs higher than
originally forecast. These itens have contributed to
an insufficiency of prem uns charged by the Conpany,
resulting in the need to file for and i nplenment rate
i ncreases.

There is a significant inpact for the
policyholders. Policies were sold with the possibility
that the prem uns could increase, but with expectations
that the prem unms would remain the sanme over the life
of the policy. As a result, when policyhol ders receive
a notice that their rates will increase, tensions could
run high. The Conpany will do its best responding to
calls and letters asking why this has happened and what
can be done about it. Fortunately, there are sone
options to help mnimze the inpact. Policyholders can
reduce their coverage to keep their prem unms about the
sanme by changi ng benefits. For exanple |owering the
daily benefit or the maxi mnum benefit period or the
inflation protection level. O they can choose to keep
their coverage at the full Ievel and pay the higher

premum O they can take the Contingent Benefit Upon
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Lapse benefit, which is automatically provided to al
Maryl and policyhol ders with no consi deration of
triggering point.

In order to inmprove communication with
pol i cyhol ders about their options in connection with
the rate increase, the Conpany sends the rate increase
notification |etter about 67 days before the policy
anniversary date and it invites policyholders to cal
its dedicated custonmer service teamto discuss their
personalized options that will allow the policy to neet
coverage and their financial needs.

The Conmpany is | ooking forward to conti nued
di al ogue with Maryland | nsurance Adm nistration in the
rate increase process. This concludes nmy presentation
t oday.

MR. SWTZER: Thank you. This is Todd.

For context, | see that when, for BGOL, the
policy was issued in 2004, the starting prem um was
| ater entering a little bit higher at $4,400 and
currently stands at $5,600, so that's an increase of

al most $1, 200.
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"Il also note that Maryl and's experience
is alittle better for BG1 for your projections at
89.2 percent with no increase, at 89. 2.

So ny questionis, with the two needed you
have put forward of the 20 percent, cunulative to 32.5,
if a multi-year increase were entertained would the
Conmpany be willing to discuss a rate |ock after that?
No rate increases for a period of time after such an
approval , potential approval, as we discuss the filing,
pl ease?

MS. SONG This bl ock has been reinsured by
two reinsurers and we have tal ked about this rate | ock
after rate increase with those two reinsurers and their
reply was they do not agree with the rate |ock because
this is the rate that is guaranteed renewable for that
by the contract and they do not intend to change the
nature of the contract to all ow conparable

MR SWTZER: Right. W'II| then pursue
this later through the filing. Oher conpanies are
guar ant eed renewabl e, as well, and have just discussed

the option with us and, as we started the neeting, have
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agreed and j ust

increase in sone carriers are pricing to 100 and 120.

So we' Il follow up through SERFF
That's all
guestions?
MR Jl:

So after
| ooki ng for an additional
MS. SONG

experi ence of the block,

note that the 89 loss ratio with no

t hat |

This is Jeff Ji.

this rate increase,

We're continuing nonitoring the

Page 41

had. Any ot her

are you

rate increase in the future?

but currently we do not have

any client for additional rate request.

MR. JlI: Thank you.

MR. SW TZER: Any ot her questions?

(No response.) Okay, I'd like to invite
Ms. Rebecca Butler from Continental Casualty, Actuari al
Di rector, please.

MS. BUTLER: Thank you, Todd. Can you hear
me okay?

MR. SW TZER:  Yes.

MS. BUTLER: Great. Good norning,
everyone.
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My nane is Rebecca Butler, | currently
serve as Director and Actuary for Long Term Care
Pricing and Inforce Managenent at CNA. | appear before
you today regarding the long-termcare rate filing of
Conti nental Casualty Conpany, which is a principle
underwiting subsidiary of CNA Financial. W are
appreciative of this opportunity to explain our rate
need in greater detail.

As the Maryland I nsurance Adm nistration is
aware, long-termcare represents a substantial portion
of CNA's overall business. As of year end 2019, the
LTC book accounted for approximately seven percent of
CNA's total gross premmumwitten and roughly
41 percent of the Conpany's reserving obligation. The
LTC reserves conprise a substantial portion of the
Company's total reserves due to the long-tail nature of
this product. This highlights the need for rate
i ncreases to ensure adequate reserves to neet future
pol i cyhol ders obligations. Wile the reasons for our
rate need are not necessarily unique within the

i ndustry, we respectfully request that the Maryl and
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| nsurance Adm ni stration, and policyhol ders alike,
recogni ze that these increases are vital to ensuring
adequate reserves to satisfy future clai ns.

CNA is commtted to neeting policyhol der
obligations while ensuring the financial stability of
t he Conpany. The Conpany is not requesting rate
increase levels that will ultimately result in turning
this into a profitable business; rather, we seek only
to ensure we have adequate reserving levels to pay
future clainms. That is why our rate filing was
cal cul ated targeting a 100 percent lifetine |oss ratio.
This nmeans we are requesting only the rate increase
needed to neet expected future claimpaynents, not
i nclusive of associated expenses, which CNA is willing
to absorb. To reiterate, the Conpany's goal with
respect to this rate request is nerely to break even
froma financial perspective while neeting our
pol i cyhol der obligations.

In addition to our prem umrate adequacy
efforts, we have al so made investnents in our long-term

care claimoperations. Despite the fact that CNA's
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| ong-term care business is conprised solely of closed
bl ocks, we continue to actively nanage the business to
ensure that clainms are processed in an appropriate and
timely manner. We are also actively working with
third-party providers focused on finding innovative
solutions to help stabilize the Iong-termcare
busi ness, with offerings such as wellness initiatives
and cl ai r8 managenment sol utions.

CNA's current preferred solution |long-term
care insurance rate filing requests an increase of
157.6 percent on policies that include an automatic
benefit increase rider only. Any increases approved on
this bl ock of business would affect approximately 3,100
Maryl and policies.

Along with the Conpany's rate filing,
policyholders will be provided with a notification
letter that includes a nunber of benefit reduction
options to help mtigate the inpact of the rate
increase. The first option, and one that has been a
popul ar option for policyholders, is to drop the

inflation rider prospectively. Policyhol ders who
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choose this option, referred to as the freeze and drop
option, will retain their current |evel of
inflation-adjusted benefits. Upon election of the
freeze and drop option, the policyholder's new prem um
will be based upon their original issues ages w thout
the inflation option.

Ot her benefit reduction options avail able
to policyholders to help offset the proposed rate
i ncrease include reducing the maxi num benefit peri od,
reducing the daily benefit, increasing the elimnation
peri od and/ or dropping any other optional rider. These
benefit reduction options are always avail able to CNA
pol i cyhol ders, and will be communi cated as such through
the rate increase notification letter

In addition to the benefit reduction
option, with this increase, CNA will also offer our
pol i cyhol ders a uni que opportunity to conpletely
di sconti nue paying premuns with three distinct options
of fered through the rate increase notification letter.

Under option one, CNA will offer insureds

the option to retain a lifetine benefit anount
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equi val ent to 150 percent the nom nal sum of their
lifetime premumepaid to date, referred to as an
i ncreased contingent non-forfeiture benefit, as it is
above the standard | evel of this time of benefit.

Under the second option, CNA will offer
insureds the option to retain a lifetine benefit anount
equi val ent to 100 percent the lifetime premumpaid to
date, otherwi se known as a standard conti ngent
non-forfeiture benefit, with an additional cash paynent
offer that is based on the Statutory Reserves held for
the insured excluding the reserves retained for the
contingent non-forfeiture benefit.

Under the third option, CNA wll| offer
insureds the option to receive a cash paynent based on
the Statutory Reserves held for the insured in exchange
for the conplete surrender of the policy.

These options are being offered to al
i nsureds, regardless of issue age and rate increase
ampunt, and it is worth noting that these options go
wel | above and beyond what was outlined in the NAIC

model bul |l eti n.
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CNA's rate need is not owing to factors
uni que to CNA, but rather due to the assunptions nmade
at the outset by the industry as a whole in the
originally filed and approved rates that have devi ated
over tinme. As nost are aware, both macro-oriented
assunptions, as well as nore mcro-oriented
assunptions, put into place at the outset with respect
to long-termcare rates have caused pressure on the
i ndustry.

From a macro perspective, interest rates
are at historical lows, leading to chall enges earning
the investnment income needed to support policyhol der
obligation. Froma mcro perspective, persistency
remai ns a key driver of our collective rate need going
forward.

Long-term care insurance was originally
priced as a | apse-supported product, which neans that
original prem umcould be |lower for the block if sonme
policyhol ders were assuned to voluntarily |apse their
policy at sone point in the future w thout ever going

on claim In rough terns, the originally filed and
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approved rates across the industry during the
md-to-late 1990's assuned a four percent |apse rate
and experience has shown that | apse rates are less than
one percent.

This deviation in persistency has led to
i ncreased expected future claimcosts as significantly
nore policyhol ders have chosen to retain their policies
than originally assuned. This persistency inmpact to
rates is driven not only by policyhol der | apses, but
also lower nortality than expected. And while |ower
nortality is a positive froma societal perspective,
this leads to a larger required rate need to support
addi ti onal expected future clains.

As noted, long-term care poses a
significant risk to CNA, with 41 percent of our total
Company reserves being devoted to these antici pated
liabilities. CNA's experience that has resulted in
this rate increase request is not unique within this
i ndustry, but rather consistent with that of our peers
in terms of the challenges, resulting especially from

original interest rate and persistency assunptions.
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Despite this experience, the Conpany
remains conmtted to meeting policyhol der obligations
fromboth a financial and operational perspective.
Since inplenenting our rate action programin 2013, it
has become increasingly evident that policyholders find
substantial value in maintaining security in their
| ong-term care needs. As we continue to evolve and
expand the options available to policyhol ders, we offer
pol i cyhol ders opportunities to maintain long-term care
security, while reducing the inpact of rate increases
and now an opportunity to receive an equitable cash-out
of a portion or all of the policyholders' benefits.

This denonstrates CNA's comm tnent to
fulfilling our prom se to our policyhol ders and
providing fair alternative options while CNA maintains
financial stability through the active managenment of
our long-termcare bl ock of business.

Thank you and I'll turn it back over to
you, Todd, for any questions you nmay have.

MR. SWTZER: Thank you

When you say it poses significant risk to
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CNA, do you nean solvency risk?

MS. BUTLER: Not necessarily sol vency ri sk.
It just denonstrates the significance of the long-term
care portion with the CCC conpany.

MR. SWTZER: Sure, thank you.

My other is nore of a comment that you're
wel come to conment on or not. W see that you are
pricing to a hundred percent loss ratio and in the
nodel i ng that you provided to us, we saw that -- so
with the hundred percent loss ratio clains equaling the
premumthat's come in over the |ife of the policy, and
with that it generates, including investnent inconme, an
18 and a half percent | oss.

So with expenses at 17 and a half percent
we had expected that the investnent inconme woul d at
| east be able to cover the expenses such that the net
| oss woul dn't be as how much as negative 18.5 and j ust
sonething that we'd |ike to broach with you.

And we al so are curious about the well ness
initiatives and the claims managenent sol utions. W

may ask a little bit about that going forward. And
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we'll just have in our mnd as context that the
premuns for this formstarted at about $1,300 a year
and they're currently at $2,700. So an increase of

$1, 300 and putting that with, you know, the already

doubling of prem unms and then what that will nean,
dol lar-wi se, to consuners will be sonme of the context
that we'll have in our forthcom ng responses.

MS. BUTLER: Ckay.

MR. SWTZER: Any other questions?

MR. JI: Yes, this is Jeff.

So you're | ooking for 158 percent rate
increase to reach a hundred percent of loss ratio, and
| notice that you have over 3,000 Maryl anders at the
end of 2018, so the hundred percent loss ratio is based
on nati onw de projection or Maryland only projection?

MS. BUTLER: Okay. So there is three
questions. | think | heard three questions, so | can
go down the list of three and answer each individually.
Maki ng sure | understand each questi on.

So the first one was related to investnent

i ncome and why that wouldn't be offsetting sone of the
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expenses. |s that right, Todd?

MR. SW TZER:  Yes.

MS. BUTLER: Right, so originally when
these policies were priced, we had an assuned
i nvest nent inconme assunption, and as | mentioned that,
you know, the current interest rate environnent is at
hi storical lows and that creates difficulty in
achieving the original investnent incone rates that
were used to price these policies, which is going to
create sonme pressure on earnings fromthis product's
perspecti ve.

MR. SWTZER: Sure. And we saw that in
1991 interest was 5.5 percent being earned on the
reserves and had, perhaps, detail ed questions about the
interest calc when we saw the sumtotal for the life,
but | understand that 5.53, whatever, certainly hasn't
held. W're just trying to |look at it when interest
rates were good and understanding that today they're
not good, but appreciate that.

MS. BUTLER: Right. And then the other

question, could you repeat that one? | want to make
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sure | understand it, Todd, what you're asking.

MR. SWTZER: Me or Jeff?

MS. BUTLER: This would be for you, Todd.
| believe you had a second questi on.

MR SWTZER: | was just curious if you
care to share anything nore about the well ness prograns
or the clainms managenent solution, and we can pursue
t hat separately, but if there is anything off the top
of your head, |1'd be interested.

M5. BUTLER: Right. And as | said, we're
wor ki ng with a nunber of different conpani es who were
working to find innovative solutions to really help
froman overall |ong-term care managenent perspective.

And the wellness initiative, in particular,
| can comment on that one. That's focused on
initiatives to help policyholders really stay well and
hel p them be able to stay at hone, which we know from
f eedback from policyholders and from ot hers that
policyhol ders really do want to stay at home as |ong as
they can and stay well. So we're |ooking to -- we have

been working with conpanies to help find ways to keep
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pol i cyhol ders healthy and at home longer. So that's
one exanple of an initiative that we have been
partnering wth.

MR. SWTZER Great, thank you.

MS. BUTLER: And then, Jeff, you had a
guestion on the experience to nationw de versus
Mar yl and.

MR. JI: Yes.

MS. BUTLER: The rate increase is based on
nati onwi de experience, but it's worth noting that we
do, sort of, level set the historical experience to
make sure it's all on Maryland basis, so-called
consi stent.

If we ook at Maryland in isolation there
has really not been much experience, so it's not as
credible and that's why we typically | ook at nati onw de
when devel opi hg our rate increase requests.

MR. JlI: Okay. Thank you.

MS. BUTLER: You're wel cone.

MR. SWTZER: Any other questions?

(No response.) Okay, I'd like to invite
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our |last conpany and representative, M. Patrick
Ki nney, nmanagi ng actuary and native Maryl ander.
M . Kinney.

MR. KINNEY: Thank you, Todd. Can you hear
me okay?

MR. SWTZER: Yes, thank you.

MR. KINNEY: Conmm ssi oner Redner,
M. Switzer, M. Ji, Admnistration staff and guests.
Thank you for the opportunity to appear regardi ng our
|l ong-termcare premumrate increase filing. M nane
is Patrick Kinney. |I'mthe Director of LTC Pricing at
MedAnerica | nsurance Conpany.

MedAnerica sold stand-alone | ong-term care
policies nationwi de from 1987 through early 2016.
Al t hough the conpany ceased sales at that tinme, we
remain conmtted to provide prom sed LTC benefits to
the nearly 100, 000 peopl e across the country, of which
al nost 400 are in Maryland, who rely on us to continue
their coverage long into the future.

Adver se experience in policy persistency,

nmorbidity and interest earnings threatens the financial
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health of the LTC industry. MedAnmerica is a nonoline
| ong-term care conpany with no other insurance products
to offset projected shortfalls fromlong-termcare
coverage. We believe that premumrate increases are
necessary now to assure our ability to pay LTC clains
in the long-term W need to place our closed block
LTC products on a sound financial footing for the
future.

Today's hearing concerns our requested
15 percent premumrate increase on our so-called flex
care individual LTC products issued in Maryland from
Sept enber, 2012 through Novenber, 2015. As of year end
2019, there are 50 individual Maryl and policyhol ders
who will be affected by the rate increase, if approved.
| recognize that this my seemlike a small block. CQur
approximately 5,300 flex care policies are distributed
across 48 jurisdictions. O these jurisdictions, 32
have fewer than 100 insureds and 17 have 50 or fewer.
The Conpany is pursuing this rate increase request
nati onwi de. As of today, we have submitted a rate

increase filing in 32 states and have received an
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approval disposition in nine states.

This is our first nationw de rate increase
request for the flex care policy forns. The Conpany
updated its persistency experience study in 2018 and
its norbidity experience study in 2019. The results of
t hese studies showed that the expected lifetinme |oss
ratio for flex care policy forns exceeds the noderately
adverse experience scenarios priced into the product.
Qur projections of nationw de experience under these
policy fornms indicates the need for a rate increase
varying by issue age and inflation protection, with
i ndi vi dual increases ranging fromzero to 50 percent.
Under our nationw de rate request, the average increase
for Maryland policyhol ders woul d have been
32.5 percent.

MedAnerica recogni zes that annual rate
increases are currently limted to a uniform 15 percent
under Maryl and regul ati on and have limted our request
accordingly. The actuarial nenorandum supporting our
rate filing presents the experience analysis and

projections justifying the full rate increases we
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believe to be necessary for illustrative purposes and
for consistency with the information provided in other
jurisdictions.

We feel that this transparency provides
Maryl and regul ators with a nore conplete picture of the
financial risk to the Conpany and the rate actions
ultimately consi dered necessary to mtigate these
risks. In response to objection requests, we have
provi ded additional projections of both nationw de and
state-specific experience at the 15 percent requested
rate level as well as the full nationw de request.

MedAnerica will offer insureds affected by
the premumincrease the option of reducing their
policy benefits to provide flexibility of choice for
t hose i nsureds who wish to maintain a prem um | evel
reasonably sinmlar to what they were paying prior to
the rate increase. Furthernore, the Conpany is
offering a contingent non-forfeiture, or CNF, benefit
to all insureds affected by the rate increase so that a
pol i cyhol der who | apses prem um paynents due to the

rate increase remains eligible to receive sone |evel of
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pai d-up benefit in the future.

To hel p consuners navigate their options to
continue prem um paynents, accept a reduced pai d-up CNF
benefit, or find a benefit reduction option that best
suits them our insureds are encouraged to call our
toll-free customer service phone nunber. Because each
policyhol der is unique, MdAnmerica works with each
person individually.

MedAnerica takes pride in providing quality
claimservice to our insureds. 96 percent of claimnts
surveyed rate their experience with MedAnerica as above
average or excellent and our average tine to pay a
claimis 6.4 days. W believe this service excellence
is acritical conmponent to fulfilling our prom ses and
taking care of our insureds and we intend to continue
providing this | evel of service going forward.

In closing, I'd like to reiterate that
despite the fact that we no | onger sell long-termcare
i nsurance, MedAnerica remains conmtted to delivering
on all of our prom ses to our custonmers. Ganting

actuarially justified rate increases will help assure
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we have the financial strength to continue providing
the benefits and service our insureds expect and
deserve.

Thank you for your tinme and consideration.
' m happy to answer any questions at this point.

MR. SWTZER: Thank you

So | see that with no increase the
projected loss ratio for Maryland is 86.5 percent and
you have indicated a needed increase of 32 and a half.
So as asked previously to other carriers, if a
multi-year rate increase were broached with you, would
the Conpany be willing to talk about a rate |ock of
sonme kind after that?

MR. KINNEY: We have entertained a limted
period of rate guarantee, or hiatus as you referred to
it earlier, in other circunstances and we woul d be
willing to consider that.

MR. SWTZER: Appreciate it. And just for
the comment, | hear your point about 50 nmenbers being a
little different in your circunstance, we just may want

to talk to you about the fact that we see that, |ike,
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one of the 50 has facility-only, nine have no
inflation, two have a one-year benefit period. W may
just want to talk about those a little separately as an
advanced noti ce.

MR. KINNEY: Okay. Thank you.

MR. SWTZER: Those are all ny questions.
Any ot her questions?

MR. JlI: Yes, this is Jeff Ji.

My question is, the 32.5 percent rate
increase in Maryland actually is higher than the
nati onwi de average you are | ooking for or one of your
response. So can you explain the reason for that?

MR. KINNEY: Yes, the nationw de |level is
varied by issue age and the presence of inflation or
not in the policy. So when we | ooked at the people who
purchased policies in Maryland versus nati onw de they
wer e younger and/or have higher inflation coverage,
nore of them had inflation coverage. So, yeah
nati onwi de, | believe, was 26.5 percent, but based on
the issue ages in coverage in Maryland it worked out to

32. 5.
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MR. JI: Thank you.

MR. SWTZER: Any other questions?

(No response.) Okay, then, we will go to
t he consuners who expressed interest in speaking.

Is M. Kosterlitz on the line, please?

(No response.) OCkay, M. Carter?

MR. CARTER: Yes, can you hear ne?

MR. SWTZER: Yes, the floor is yours.

MR. CARTER: Ckay. | appreciate the
opportunity to speak to all of you. M nane is Gary
Carter, I'ma resident of Maryland and ny wife and |
purchased these policies from Conti nental Casualty
Conpany desi gnated P1-N0100 in 2000.

| think there was, if nmenory serves ne
correctly, a ten-year freeze on that, but since 2014
t here has been a 15 percent annual increase in these
policies, which is faster growth than any other
consuner product. And during this period, |I've noted
as you quoted before, that Genworth showed a 4.4
increase in long-termcare during daily rates in the

Bal ti nore area.
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| included a chart, which you may -- those
of you who have received it on the board can see, is an
expedi ential increase of 15 percent a year, which
assune this is going to go on forever, the 15 percent,
and at some point these policies will becone
unaf fordable. | realize that | have the policy that
does have the inflation rider and |ifetime guarantee.

Al so, one of the things I think you all uded
to earlier was that as the pool ages, you know, the
rates are automatically going to go up. You know, I'm
di sappoi nted that when these policies were issued there
weren't better |ooks at the future to realize that, you
know, things -- that it was going to cost them nore and
unable to take action to that. But anyway, as this
pool shrinks over a period of tine, the need for
prem um i ncreases are going to go up and sonmehow t hat
seens wong to ne.

| had a couple of points else, as well,
that 1'd like to make. | didn't hear, or nmaybe it's
not rel evant, about any |oss experience in Maryland and

| wonder why these particular policies were stopped
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bei ng issued very early on. You know, so that |eaves,
kind of, a small bundle of us to bear the brunt of
this.

And |' m wondering why the conpany did this
and did they know that, well, we can at |east go back
to the Insurance Commi ssion and get rate increases to
cover our problem our m stakes that we made earlier,
which I'm not too happy about.

Let's see. Also you were show ng, asking
about -- one of the Comm ssioners was asking about a
rate lock and I"'minterested in that, too. Wy, you
know, say there is a 15 percent increase over a nunber
of years, why can't sonmewhere down the road that be
stopped. Otherwise, it's just an unending increase of
we just cone back every year. And I'minterested in
this carve-out option that you suggested, as well.

Wth that, I will finish. | would just say
that | think that these rate increases are going to be
burdensonme to we policyholders and that it's eventually
going to force people to take these | ower benefits,

whi ch | eaves a smaller pool to have the higher benefits
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and then there will be even nore rate increase as for
those. So it's kind of a self-fulfilling prophecy, if
you will, fromday one. That's ny viewof it. And

with that, I'mfinished.

MR. SWTZER: Thank you. This is Todd.
Just a few responses.

One, recogni zing that you have seen a
series of 15 percent increases, we do not expect that
to continue unabated and woul d be happy to comuni cate
with you nore about the specific experience behind your
form nunber and status on the rate filing, if you're
interested, in the interest of transparency and giving
you all the information you would |like to see.

When you nmentioned a | oss experience for
your conpany w thout an increase, the conpany's
proj ected 68 percent |oss, including investnment incone
over the Iife of the plan. As you heard earlier, we
had some questions we'd like to understand better with
the carrier about that nunber, but we can al so give you
that dollar amount if you're interested |later, but

that's what we're trying to balance. How nuch
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shoul dering -- where that should be shared.

| also agree with your point, as was
brought up earlier and it is sonething that we factor
in, that we have had sone conpani es, not one of the
ones here today, where, you know, the high enroll nment
was -- it had dwi ndled down to a point where it was in
t he hundreds of nenbers and trying to wite the
lifetime experience on a hundred nenbers, | think at
that point, as you point out, the nunbers break down,
it just can't be done and you can, quote/unquote,
actuarially justify trying to get the nunmbers back
toward original goals or in that direction, but there
is a subjective aspect that is just as real as the
actuarial justification.

That's what | have so far. And, again,
pl ease follow up. W are available in the Actuary's
Ofice if we can be of any other kind of further help.
These filings are under review, obviously, and in the
context of what you pointed out, the conpany's
prospective with the | osses we just nentioned and the

burdensone aspect of the fact the prem uns have already
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i ncreased by $1, 300 for your conpany.

"1l stop there.

MR. CARTER: Well, mne have gone up nore
than -- ny policy was higher than that and so it's even
hi gher now, but anyway, how do | contact you? Just go
onto the website, and you were saying, to get nore
i nformati on when it was avail abl e?

MR. SWTZER: Sure. W can follow up with
you after that. | thought you had put your e-mail or
your phone nunber on your |etter.

MR. CARTER: Yes, | did.

MR. SWTZER: We can follow up that way if
that's all right with you.

MR. CARTER: Yeah, | put the phone and
e-mail, which is fine. Geat.

MR SWTZER: |'Il contact you today.

MR. CARTER: Thank you.

MR. SWTZER: Certainly. Any other
coments or questions from anyone?

(No response.) OCkay, is M. Friedman on

the line?
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(No response.) Okay, one nore try for
M. Kosterlitz?

(No response.) Wuld anyone else like to
speak at this tinme, please?

(No response.) Okay, before |I turn it back
over to the Commi ssioner, |I'd just like to thank him
for his activismand defending seniors in the long-term
care market. As you know, he established these
quarterly neetings and these dial ogues and |I'm
personally very appreciative and wanted to nake that
known. So, Al?

MR. REDMER: Thank you, Todd. | appreciate
t hose kind words and appreci ate everybody for
partici pating today. These are obviously challenging
ti mes and chal |l engi ng deci sions that we have to make
and we're going to try to make the right ones.

Wth that, any final questions, comments?

(No response.) All right. Thank you,
again, for participating and have a great day.

ALL PARTIES: Thank you.

(Proceedi ngs concluded at 10:22 a.m)
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State of Maryl and
City of Baltinore, to wt:

I, Susan M Liebrecht, a Notary Public
of the State of Maryland, Carroll County, do hereby
certify that the within-named proceedi ngs took place
before nme at the tine and place herein set out.

| further certify that the proceedi ngs
were recorded stenographically by me and this
transcript is a true record of the proceedings.

| further certify that | am not of
counsel to any of the parties, nor an enpl oyee
of counsel, nor related to any of the parties,
nor in any way interested in the outconme of this
action.

As witness ny hand this 22nd day of

,429@ M Ak

Susan M Liebrecht, RPR

May, 2020

Notary Public

My Conmi ssi on Expires:

Septenmber 8, 2021
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