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1 PROCEEDI NGS

2 COW SSI ONER GRODIN: Al right.

3 Wl cone, everyone. And thank you for com ng today.
4 | am Nancy Grodin, Deputy Comm ssioner of the

5 Maryland I nsurance Adm ni stration.

6 And this is our third public hearing on
7 specific carrier rate increases for long-termcare
8 insurance in 2018.

9 Today's hearing will focus on severa

10 rate increase requests now before the MA in the
11 individual long-termcare market. These include
12 requests from Senior Health |Insurance Conpany of

13 Pennsyl vani a proposing increases of 15 percent; John
14 Hancock Life Insurance Conpany proposing increases
15 of 15 percent; MedAnerica |Insurance Conpany

16 proposing increases of 4.2 percent; and

17 Massachusetts Miutual Life Insurance Conpany

18 proposing increases of 15 percent.

19 These requests affect about 6,214
20 Maryl and policyhol ders. The goal of today's hearing
21 is for the insurance conpany representatives to

22 explain their reasons for rate increases.
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1 W will also listen to comments from

2 consuners and other interested parties. W are here
3 to listen and ask questions of the carriers and

4 consuners regarding the specific rate increase

S5 Trequests.

6 | would like to take a nonment to have

7 each of the people here at the front table introduce
8 thenselves, and then we will go into the audience

9 and have the other MA staff nmenbers introduce

10 thenselves. Starting to nmy right.

11 MR ZI MVERVMAN:  |'' m Adam Zi mrerman. |'m
12 an actuary at the Maryland I nsurance Adm nistration.
13 MR MORROW Bob Morrow, |I'mthe

14 Assistant Comm ssioner for Life and Heal th.

15 MR SWTZER Todd Switzer, Chief
16 Actuary.
17 COW SSI ONER GRODIN: Thank you. And

18 let's go around room now starting wth Nancy.

19 MS. MUHLBERGER  Nancy Muiehl berger,
20 Actuary.
21 MR PATTI: Mchael Patti, Government

22 Relations Associate at MA.

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 08/20/ 2018 Page 7

10
11
12
13
14
15
16
17
18
19
20
21
22

M5. KWEI: May Kwei, Chief of Life and
Heal t h Conpl ai nt s.

COW SSI ONER GRODIN: And at the table.

M5. IMM  Tracy Imm |I'mthe Director of
Public Affairs.

MR SVI ATKO. Joe Sviatko, Public Affairs
O fice.

MR BURGAN. M nane is Barry Burgan.
|''ma policyhol der.

COW SSI ONER GRODIN: Thank you, sir.
Al right. I'"mgoing to go over a few procedures
that we would like to follow today. First of all,
there is a handout that has all of our contact
i nformation on it.

THE REPORTER:  Put the m crophone up.

COMW SSIONER GRODIN: It was at the front
tabl e, and pl ease make sure to pick one up. |If you
would |like to speak today, you will need to sign up
on the sheet. And we do have a nunber of people who
have signed up to speak, and include your nane and
contact infornation.

W wiill only be calling the nanes of
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t hose folks listed on the sign-up sheet and those
who RSVP' ed in advance to speak.

Second with the exception of MA staff,
this hearing is not a question/answer forum
Comments frominterested parties were received and
reviewed in advance of this neeting. And please
continue to submt your coments until MNonday,
August 27th. And, again, the MAw Il continue to
keep the record open until Mnday, August 27th.

The transcript of today's neeting as well
as all witten testinony that's been submtted wll
be posted on the MA' s website on the long-termcare
page as well as the quasi-|legislative hearings page.

The long-term care page can be found at
the MA website by clicking on the long-termcare
tab | ocated under the quick link section which is on
the I eft-hand side of our page.

As a remai nder, we do have a Court
Reporter here today to docunent the hearing. Wen
you are called up to speak, please state your nane
and affiliation clearly for the record. And I'm

assum ng that we will pass this m crophone over to

1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m
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1 anybody -- oh, there is m crophone over there. So
2 hold it close.

3 All right. If you are dialing into the
4 hearing through our conference call line, we ask

5 that you please nmute your phones. Please, please

6 don't put us on hold. What this does is it

7 Dbroadcasts your nusic. It happened in our [ ast

8 hearing. It was very disruptive,.

9 So, I"'mgoing to ask again, please do not
10 put us on hold. It will broadcast your hold nusic.

11 Even if you don't think you have hol d nusic, you do.
12 So, please put us on nute.

13 Al so any time before speaking if you

14 coul d pl ease restate your nane and your

15 organization, that would be a great help. And thank
16 you.

17 We're going to be asking carriers to cone
18 wup individually to speak regarding their rate

19 requests Ato Z  Afterwards, interested

20 stakehol ders and those dialing in via conference

21 call line will be invited to speak.

22 Al'l right. So, does anybody at the front
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1 table have anything they would like to say?

2 MR SWTZER  Yes.

3 COW SSI ONER GRODI N: Ckay.

4 MR SWTZER Good norning. | would |ike
5 to thank everyone who is here. It seens |like the

6 Affordable Care Act gets nost of the attention, but
7 long-termcare is every nuch as nuch in a situation
8 that needs a lot of input and a lot of attention to
9 address sonme of the concerns that are dire.

10 W currently have -- there is 10 of us in
11 the actuaries team W have 35 long-termcare rate
12 filings in-house. | think by the end of this

13 neeting, we will have five nore. They just keep

14 com ng.

15 The increases range from30 -- the

16 average is a 36 percent increase, despite the 15

17 percent cap, and | ot of conpanies file nationw de.
18 The range is from4 percent to 112 percent.

19 Just trying to put sonme nunbers to a | ot
20 of the points that you' ve nade and others have nade
21 through public conments, that the increases are

22 large. And we will get to the insurer side as well.
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The NAICis -- is very active in |ooking
at this. Price Waterhouse Coopers fairly recently
put out an article about long-termcare, entitled
Crisis of Confidence: A Call to Action. There are a
| ot of eyes on this, and we're trying to increase
t he nunber of eyes on this.

| would also like to thank the peopl e who
submtted public corments. W had five. And for
exanpl e, Charles bought the policy 17 years ago from
one of the carriers here today. It cost 2,500 at
the tinme; it costs 5,000 today. They can't keep up.

Tim and Bonny al so have a -- coverage
Wwth a carrier here today. Sone of their comments |
pul l ed out. They said they worked hard to plan
their retirement. They don't want to shift costs to
their children or the governnent. Please give us
nore information, provide us sone assistance.

Jeff on the Eastern Shote tal ked to us
about the longevity of long-termcare. He said in
plain | anguage, a | ot of people are just trying to
have sone security, sonme dignity in these years.

G ve us sone liberal alternatives.
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|'mgoing to try to briefly respond to
sone of these. Ed, who | hope is here today, who
asked, well, how nuch latitude does the MA really
have? Are your hands tied or what? And how are
carriers being held to account? CQuestions |ike
t hat .

And | astly, Karen pointed out that one of
the carriers here is very financially strong. Sone
of her clients are just at this point in tine
reaching their 70s and 80s, and it's not the tinme to
scal e back benefits in order to offset prem uns.

First to the question of the MA's
| atitude. Maryland code says the rates nust be
reasonable in relation to benefits. It says other
t hi ngs, but the key ones, not inadequate or
excessive or unfairly discrimnatory.

So, as you know, there is bal ance there.
They can't be inadequate. They are businesses.
They were projecting costs 20, 25, 50 years out. W
recogni ze that.

They al so need to be reasonable. They

need to be -- they can't be discrimnatory, can't be
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1 excessive. | think we need to consider all the

2 facts of if an increase is needed, should it be

3 gradual. The assunptions, the range of people touch
4 on, is the conpany currently in a bad situation or
5 wll they be in a bad situation in 10 or 20 years?
6 They both are actuarial matters that need to be

7 squarely addressed, but ones that cone to m nd.

8 So, as far as plain |anguage, why are

9 increases comng in so frequently and at the

10 magnitude they are comng in? Alot of this you

11 know, but just to put sone nunbers to it, the

12 percentage of Anmericans over age 80 in 2015 was 2.9
13 percent. In 2050, it's a ways out, but that's

14 projected to be 7.3 percent. It's nearly triple.

15 That's significant.

16 The nunber of Americans over age 65 in

17 1970 was 8 percent; in 2050 it wll 20 percent. And
18 of those 20 percent, another 20 percent of themw ||
19 need care for five years. That effects costs; it's
20 a reality.
21 It is true that statistics | heard in the

22 '60, the average famly was having 2.2 children to
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care for their parents when they were older. The
nunber is down to 1.4. That's not as available to
seni or s.

And | astly, people aren't saving as nuch
noney that -- in 1980 according to the Wrld Bank
21 percent of the GDP was savings. Today in 2010,
It keeps coming down, it's 15 percent. So, just a
few nunbers to why we are where we are.

Sone of the consequences, in Maryland we
have 129,000 seniors with | ong-term care coverage.
It provides a valuable benefit. Long-termcare
started in the '70s, the late '70s as you know.
Maryl and had 38 carriers. |'mexcluding the ones
that sold it with Ilife insurance. 25 have left. W
are down to 13.

Most recently in March, State Farm was
the 25th to leave. So, we keep that in mnd as
wel | .

So, what has been done? Wsat is the MA
doing? What wll we do? Wat's been done, one, we
are the only State that has a 15 percent cap.

know that's not a panacea. | know Illinois |ooked
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at it and didn't doit. But it's a cap that works
bot h ways.

| think it grades an increase for the
conpanies that are really in a bad position or
really sl ows down how nuch they can correct. But
it's significant, and it comes up quite often.

Qur |argest long-termcare insurer,
Genworth, they are, as you may know, contenplating a
merger with China Oceanwi de. And our Conm ssioner
has been very active in |ooking at the SEC filings
and | ooking at sone of the paraneters around that
deal. And the increases that have been pursued by
Genworth have been on hold until there is nore
information, there is nore questions answered about
that, that deal. That's another exanple.

In the past six nonths in the actuary's
office we are scrutinizing filings. W are trying
to build our own nodels, inprove our own nodels.

W' ve had, for exanple, nine insurers
submt an average increase of 36 percent. That's
not just in one year. It's not just a cap. And the

aver age approved has been 11.5.
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It's nmore than in the past, and we are
trying to work nore with carriers to nmake sure that
bal ance is there. But it's not that the filings are
bei ng taken in, we ask a few questions and we j ust
approve it. It's just not the facts.

A lot of tines the insurers of their own
volition have -- again how are they held to account,
have priced to a lifetime |oss ratio of 100 percent.
Meaning if they take in a dollar of premum they
have agreed to pay a dollar of clains. No profit.
Sonme have done that on their own. Not all. And
that's anot her aspect of what's been done.

| n Annapolis, there are always many bills
about long-termcare. One that cane up this |ast
session was to if you have a contingent benefit upon
| apse, explore crediting interest on the prem uns
earned. That was agreed to be exam ned further.

But it's just an exanple of those bills put forward
to get attention in Annapolis to what can be done.

So, lastly what -- what will we do. Sone
of the ideas that were put forward by some of the

public coments and ones that have come up in
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Annapol is before, are what if you exclude increases
for people over 75. Again just an idea. It needs a
| ot of vetting, but we will explore every idea.

What about if you get an increase, you
don't get another increase for five years. |deas.
But if you' re age 75 and you've had the policy for
10 years, how about no nore rate increases.

Not all of these work. And it's
difficult for a business that entered a market to
change the rules after the fact. But for new
busi ness trying to at |east put ideas out there to
conjure other thoughts.

And | astly when we scrutinize the
filings, there is in sone ways two canps, in sone
cases again the conpany is already in a bad
situation. They are in duration 15 for exanple, and
t hey expected to be paying 50 cents on the dollar of
premum and they are paying 110. That's one
situation where it's clear, and we try to work with
themto gradually get on a path to find bal ance.

There is other situations where it's very

assunption driven and -- as the nature of long-term
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care is, and the financial |osses won't cone for ten
years, five years. And those we look a little
closer and we try to understand the seriati mnodels
that the carriers have.

So, | appreciate again conments. They
are helpful to us to get another vantage point. |
hope we have spoken to thema bit. And | wll turn
back to Nancy to noderate and try to answer any
ot her questions |ater.

COW SSI ONER GRODIN: Thanks, Todd.
Anyone else? OCkay. Al right. Then we can start
wi th the John Hancock Life Insurance Conpany,

M. Pl unb.

MR. PLUMB: Good norning, everybody.
Thank you, Deputy Conm ssioner G odin and your staff
for providing us the opportunity to participate in
this inportant hearing today.

My name is David Plunb, and |I'mvice
president of actuary at John Hancock, responsible
for the in force pricing of our long-termcare.

John Hancock first issued |ong-termcare

I nsurance in 1987. Long-termcare services can cost
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hundreds of thousands of dollars, and this can
easi |y depl ete soneone's saving and then sone.
Pooling an individual's risk wth others
t hrough insurance is nmuch nore affordabl e than
trying to earmark savings to cover the potenti al
costs.
We have an outstanding filing with the
MA for a policy formthat was sold in Maryland from
2007 through 2011 where we requested a prem um
I ncrease of 15 percent. This will inpact about 1200
Maryl and i nsureds, and this plan has not had any
prior rate increase.
Qur original requested increase on this
pl an was about 27 percent, but we reduced to
15 percent to satisfy the annual limt in Mryland.
W expect to file for the remai ni ng anount next year
wth the total of the increase being a little bit
nore than the 27 percent due to the timng of the
| npl enent ati on.
We are not trying to recover any past
| osses in our filings. The increases are needed to

cover projected future losses. So, | want to
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expl ain why we need these prem um adjustnments. So,

| ong-termcare insurance is a very long duration
product where people buy in their 50s and nost claim
in their 80s. And long-termcare uses and expenses
are difficult to predict for many decades into the
future.

Witers of this inportant product need to
be able to adjust premuns to reflect energing
experience. |If this was not structured as a
guar ant eed renewabl e product, which gives conpanies
that ability, and conpanies couldn't raise their
rates to reflect experience, it's highly unlikely
that any carrier would have ever sold this type of
| nsur ance.

That woul d have resulted in mllions nore
peopl e spending virtually all of their savings on
care costs and then relying on strained Medicaid
prograns for their care after depleting their
assets.

Most of the earlier prem umincreases in
the industry were due to | ower than expected

voluntary |apses. Current premumincreases are
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nore driven by clains and nortality experience.
This is still a relatively young industry, and many
conpani es have just recently started to get a
significant anount of clains experience at the ol der
ages and later policy durations which is where the
vast mpjority of clainms are expected to happen.

At John Hancock we are seeing nore people
t han expected living to ol der ages where |ong-term
care events happen. And we are seeing a higher rate
of clains than expected and |onger |asting clains
t han expected for those who do nake it to the ol der
ages and after the effects of underwiting have worn
of f.

| would I'ike to point out that our
experience on this particular formis actually a
little bit better than expected so far. But this
formis fairly new, and so far we've only paid about
4 percent of the clains that we ultimately expect to
pay.

As | nmentioned earlier, where our clains
are worse than expected are at the ol der ages and

| ater policy durations. W have very little
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business in that area on this particular form But
we do have a | ot of business in that area on our
ol der simlar policy forns.

We're using that information on our ol der
forms to act earlier on this form Witing until
t he adverse experience enmerges on this form al one
woul d result in a nmuch |arger increase needed.

As an exanple, the 27 percent that we
need now, if we were to wait ten years nore in order
for the adverse experience to energe on this form
it would be 65 percent rather than 27 percent.

Wth this plan we are not able to offer
our future inflation reduction |anding spot, because
that's only available for plans with a fixed
I nfl ati on whereas nost of these plans have inflation
that's linked to the CPlI index and others have a
guar ant eed purchase opti on.

We do offer the typical benefit reduction
option such as reducing your daily benefit maxinmm
or shortening the benefit period.

So, thank you again for allowng ne to

address our current filing, and | would be happy to
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1 answer any questions you may have.

2 COW SSI ONER GRODI N: Thank you,

3 M. Plunmb. Any questions fromMA staff?

4 MR SWTZER Thank you, Dave. One of

5 the ideas that have been put forward that we

6 understand some insurers have adopted are exenpting
7 policyhol ders over age 75 fromrate increases. |'m
8 not asking for anything definitive, but is that

9 sonething that off the bat is a nonstarter or that
10 can be considered from your standpoint?

11 MR PLUMB: | think a couple of problens
12 with that are, so, long-termcare is a -- rates have
13 to be increased on a class of business. You can't
14 single out people for a rate increase, |ike

15 unhealthy people wll have a rate increase versus
16 healthy. It has to be based on a prem um cl ass.

17 And a prem um cl ass has never been

18 defined has obtained age, it's always issue age,

19 benefit period, inflation option, and underwiting
20 cl ass.
21 The second potential issue with that is

22 that it may be discrimnatory particularly if the
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conpany is -- if you're not going to be able to

rai se rates above a certain age, then that nmeans you
have to raise rates nore for people bel ow that age,

t hen those people are paying nore than they shoul d
whil e others are paying | ess than they shoul d.

So, | think there is discrimnatory
| ssues there, and then the whol e | anguage around
rating class nmakes that question noot.

MR SWTZER  Second, so -- thanks. |
understand that what you filed effects 1,200 of your
menbers in Maryland which is about 5 percent of your
total Maryland nenbers. And you nentioned that
nortality is the key assunption.

MR PLUMB: Mrbidity as well, Todd.

MR SWTZER  Ckay. For this particular

5 percent subset if you had to pick one assunption

that's the main driver, could you just -- is it
nmorbidity?

MR PLUMB: | think for this particular
one it's norbidity. I'mjust not sure, but I am

fairly certain it's norbidity.

MR SWTZER  Thank you.
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MR. PLUMB: You're wel cone.

MR MORROW Let nme ask you real quick.
Does your answer to Todd's first question change if
the CGeneral Assenbly sides as a matter og policy
they want to put in that 75 year old age |evel?

MR PLUMB: [I'mnot a lawer. | wish |
was sonetines. But | don't knowif there is a
determ natory issue and the CGeneral Assenbly has
said it's okay to discrimnate, does that |eave the
conpany off the hook for discrimnation |lawsuits. |
don't know the answer to that.

MR MORROW I'mthinking in ternms of the
nunbers. |'m not asking about that.

MR PLUMB: ['msorry, | don't
understand. So, the issue of not raising rates for
peopl e above a certain age and raising rates nore
for people below that age?

MR MORROW Right. Does that -- does
that actually help the experience?

MR, PLUMB: |f there were no
discrimnatory issues, | think that would be fine

except for when a conpany only has peopl e above a
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1 certain age, it could be devastating for them And
2 some of the older conpanies that are in dire straits
3 probably are nore in that situation where they

4 couldn't get any rate increases.

5 MR MORROW Ckay. Thank you.

6 COW SSI ONER GRODIN: Thank you,

7 M. Plunb.

8 We now have Massachusetts Mitual Life

9 Insurance Conpany, M. Fawthrop. You have to spell
10 that for the Court Reporter.

11 MR FAWHROP: Good norning. M nane is
12 Roland Fawthrop F-A-WT-HR-O-P. |'msenior actuary
13 at Massachusetts Miutual Life |Insurance Conpany,

14 MassMutual, responsible for the health product |ines
15 which include our individual |ong-termcare

16 insurance products, which is marketed under the nane
17 Signature Care.

18 On behal f of MassMutual, thank you for

19 the opportunity to discuss MassMutual's request for
20 in-force premumincreases for our closed bl ock of
21 individual long-termcare insurance policies.

22 Bef ore di scussing our request, | want to
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1 first provide a brief background on MassMutual's LTC
2 busi ness.

3 MassMutual , a nutual |ife insurance

4 conpany, established in 1851 in Springfield,

5 Massachusetts, began selling |ong-termcare

6 insurance in 2000 with our Senior Signature Care 200
7 series.

8 Since releasing that first product,

9 MassMutual has introduced five subsequent series -
10 Signature Care 300, 400, 500, 511, and 513. Qur

11 closed block which is the subject of this pending

12 premumrate increase request includes the Signature
13 Care 200, 300 and 400, 500 and 511 series.

14 | would also Iike to note that despite

15 other conpanies ceasing sales of their products,

16 MassMutual renains one of those conpanies conmtted
17 to selling individual |ong-termcare insurance as we
18 continue to nmarket the 513 series for new sal es and
19 are in the process of filing our next series,

20 Signature Care 600.

21 As a business we closely nonitor current

22 and energing market and regulatory conditions as
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well as our own and the industry's clainms experience
to insure that the policy features and rates align
to meet today's and tonmorrow s maturing popul ation.

Consi stent with what other carriers have
found, our energing and expected experience is
runni ng nore adverse than previously expected. More
specifically as described in our filing, |ower
nortality and |l apse rates result in a nmuch |arger
pool of expected LTC clains, and higher norbidity
which is froma conbination of higher than expected
I nci dence rates and |lower -- longer clains durations
result in significantly higher expected clains
files.

While |ower interest rates have a
meani ngful inpact, the biggest drivers of the
difference in expected experience are nortality and
morbidity. @ ven these factors, our conpany's
senior | eadership made the difficult decision to
file for premumrate increases. This is the first
LTC rate increase request ever nade by MassMitual .

These premumrate increases are intended

to mtigate | osses expected to energe in the future.

Epi g Court Reporting Solutions - Washi ngton, DC

1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m

http: // w. yes| aw. net/ hel p


http://www.deposition.com

HEARI NG - 08/20/2018 Page 29

10
11
12
13
14
15
16
17
18
19
20
21
22

They are not to recover any past |osses already
I ncurr ed.

In total MassMutual currently has over
73,000 long-termcare insurance policies in force
national ly covering about 90,000 insureds as sone
policies were issued as joint coverage.

About 54,000 policies or 70,000 insureds
are subject to our nationw de rate increase request.
O that anount, there are approximtely 2,700
policies or 3,700 insureds in force in Mryl and.

The prem umincreases that MassMiutual has
filed nationwi de are set to achieve a rate |eve
consistent with that on our currently marketed
513 series.

The filed increases vary by rate series
and all available options and riders. Individual
policy rate increases are then capped at one hundred
percent .

Recogni zi ng Maryl and's 15 percent
regul atory cap on increases, MassMiutual initially
requested a nulti year phased-in rate increase such

that no policy owner would receive a rate increase
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nore than 15 percent in any single cal endar year.

The cumnul ative rate increase would then
be capped at 145 percent on each individual policy,
which is the actuarial equival ent of the nationw de
request .

At the request of the Maryland I nsurance
Adm ni stration, we've anended our filing to limt
this request to just one rate increase capped at
15 percent. W believe the rate increase is both
justified and needed.

W anticipate filing additional prem um
rate increases in the future in order to bring
Maryl and premumrates on par wth the nati onw de
rate |evel

Next | wll spend a few m nutes
di scussi ng MassMutual 's communi cati on plan which was
designed to be as transparent as possible with
policy -- policy owners, producers, and insurance
regul ators. W know that this is a priority for
Conmm ssi oner Rednmer and the M A,

Prior to our initial premumincrease, we

engaged with State regulators including Maryland to
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make you aware of the filing and comuni cation pl ans
I n advance of any anticipated nedia coverage. W

al so engaged with our producers so that they would
be prepared to respond to policy owner questions.

Lastly we want policy owners subject to
the rate increase request to hear this news directly
fromthe conpany and not fromthe nedia, word of
mout h or an individual publication.

As such we sent a letter to our policy
owners notifying themof the potential rate increase
on their long-termcare policy.

Once we have regul atory approval and have
| npl enrented the new premumrates in our
admnistrative systens, the conmpany will send a
formal increase notification approxinmately 90 days
prior to the effective date of any rate increase
with a list of options available to inpacted policy
owners.

The 90 day notification period is neant
to provide policy owners tinme to consider their
I ndi vi dual circunstances and options available to

them and to nmake sound, inforned deci sions about
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t heir coverage.

MassMutual is sensitive to the inpact
that rate increases nmay have on policy owners.
Policy owners effected by the premiumincrease wll
have the option of reducing their policy benefits to
provide flexibility of choice for those who wish to
maintain a premumlevel simlar to what they were
paying prior to the rate increase.

The benefit reduction options avail able
to policyholders to mtigate the proposed rate
I ncrease may include reducing the daily benefit
amount, extending the elimnation period, reducing
the benefit period, reducing the anount of inflation
protection and/or renoving optional riders.

MassMut ual has requested to voluntarily
offer a contingent benefit upon | apse to al
I nsureds affected by the premiumincrease, even if
the increase is not considered substantial.

| n cl osing, MassMiutual understands that
the rate increase request is neither popular or
| deal . However in being transparent and enpathetic

to both our policyholders and to you, the regulator,
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1 MassMutual hopes to nmake this process as snooth as
2 possible.

3 Thank you for allowng ne to participate
4 in today's hearing. | am happy to answer any

5 questions you have.

6 MR SWTZER  Thanks very nmuch. It's a
7 little bit of a variation of the question that |

8 asked M. Plunb, the idea of exenpting soneone, a
9 policyholder who is age 75 or older and has had a

10 policy for 10 years or nore, understanding if you

11 echo John Hancock's concerns, | would be interested
12 in that.
13 But barring the | egal issues for the tine

14 being, actuarially would this variation, reducing

15 the actuarial inpacts somewhat, coments on the

16 feasibility of the idea or perhaps a nodification of
17 the idea, please.

18 MR, FAWIHROP: So, | do echo the coments

19 from John Hancock. The contribution principle which
20 is an actuarial bedrock includes making sure that

21 you are not shifting the cost fromone group to

22 anot her group.

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 08/20/ 2018 Page 34

1 | amnot an attorney, but | do have sone
2 simlar concerns about potential litigation that

3 would followthat. And there would likely -- if

4 wyou're not -- if you' re capping coverage or

5 increases above a certain age, 75, 80, whatever that
6 age may be, there will be an affect on -- with some
7 conpanies that they will have to pass that increase
8 onto other policyhol ders.

9 | don't have a great solution at hand for
10 that right now.

11 MR SWTZER | appreciate that. How

12 about the new planning on your Signature 600, what
13 if your brand new plan you knew up front that was a
14 policy feature theoretically?

15 MR FAWHROP: If that's a policy feature
16 theoretically and is sonething that we could build
17 into the policy form that protects us nuch better
18 than doing sonething where we may be exposed.

19 MR SWTZER Right. Last question. So,
20 as you aligned, 3,700 Maryland nenbers affected by
21 the filing you have with us. That's about 80

22 percent of your total Maryland bl ock.
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1 You nentioned that the rate increase is

2 not to recoupe any past |osses. One of the unique
3 things that | noticed in | ooking at the Formb5, the
4 financial statenents, is that for all of Maryland' s
5 business, MassMutual's business in Maryland, the

6 loss ratio so far | think through duration of '17,
7 it's 14 percent. Nationwide it is 14 percent.

8 | see for these forns, the 80 percent

9 subset, the loss ratio so far is 10 percent. By our
10 nodels we expect it to be 30 to 40 percent.

11 So, I"'mjust -- have you incurred | osses
12 so far? Are you -- are there past |osses to recoup
13 so far?

14 MR FAWHROP: The -- it's a great point.
15 There are not material |losses in the past. Wat

16 happens with the |oss ratios when you have

17 significantly |lower |apse rates and nortality rates,
18 is there is a nuch |larger pool of people than you
19 antici pat ed.
20 MR. SWTZER Right.
21 MR FAWHROP: That pool in the early

22 years is paying premumwhich will drive your early
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duration | apse loss ratios down, but has a
significantly negative inpact on those |ong-term
| oss rati os.

So, nost of the -- the need, |'d say
alnost all of the need for the premumrate increase
Is fromwhat we expect to happen in the future.

MR SWTZER  Thanks very nuch.

MR MORROW | just want to nake sure |I'm
cl ear about one thing. You nentioned this is the
first rate increase request ever by MassMitual.

MR FAWHROP: That's correct.

MR MORROW Nationwi de, not just in
Maryl and?

MR FAWHROP: That's correct.

MR MORROW And just | assune this is
going to cone up later so I'mjust going to ask it
now, have you ever consi dered not paying dividends
or not paying as large a dividend, and taking sonme
of that noney to use it to cover sone of the
| ong-term care expected experience or |osses |ater?

MR FAWHROP: So, even with this prem um

rate increase that we are asking for, the | oss
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ratios are still well -- nationw de increase are
still well above a hundred percent. So, our
participating policyholders, if we were to even
receive the full nationw de request, would still be
sharing a significant piece of the clains experience
in the future.

That said Massachusetts Mitual is a
participating policy owed conpany. And to what
extent should all of our in-force policyhol ders pay
for the significant increase in clains cost for a
particul ar block? Should they pay for all of it, a
part of it?

So, there was a | ot of discussion about
that. And we thought we had ended up with an
equi t abl e deci si on.

MR MORROW So, it has been discussed.

MR FAWHROP: It has been.

MR MORROW Ckay. Very good. Thank
you.

MR ZI MVERVMAN:  Just one question for you
regardi ng the assunptions, | see that MIIliman, you

worked with MIliman on the filing.
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MR, FAWHROP:  Yes.

MR ZI MVERVMAN:  So, what percentage -- is
there any credibility with actual conpany experience
for the assunptions, or are all they MIIlinman based?

MR. FAWHROP: The assunptions are
MIliman based, but they did use our experience and
there was credibility as to the experience.

MR ZI MVERVAN. Ckay. Thank you.

COW SSIONER GRODIN: I f | could just
confirm did you say that you had sent a letter to
your policyhol ders already in anticipation?

MR FAWHROP: Yes. W first filed for a
rate increase | believe it was on May 20th in the
Commonweal t h of Massachusetts, which is our
domciliary state. That was on Monday. By Friday
of the same week we had sent -- mailed the letter to
all of our 54,000 policy owners letting them know
that we're beginning this process. And -- and that
they could call into our admnistrative office with
any questions and also work with their producer to
answer any questions but that it was going to be a

| engt hy process.
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1 We did not want themto hear about that
2 froman outside source. W wanted to be as

3 transparent as we could with the policyhol ders.

4 COW SSI ONER GRODIN: Thank you,

5 M. Fawt hrop.

6 Next up we have MedAmerica | nsurance

7 Company, M. Kinney.

8 MR KINNEY: Good norning, Deputy

9 Conmmissioner Godin, M. Switzer, Admnistration and
10 guests. Thank you for the opportunity to appear
11 regarding our long-termcare premumrate increase
12 filing.

13 My nane is Patrick Kenny. |1'mthe

14 manager and actuary for LTC pricing at MedAnerica
15 Insurance Conpany. MedAnerica sold standal one

16 long-termcare policies nationwi de in 1987 through
17 early 2016.

18 Al t hough the conpany ceased sal es at that
19 tinme, we remain commtted to provide prom sed LTC
20 Dbenefits to over 100,000 people across the country
21 including alnost 400 in Maryland who rely on us to

22 continue their coverage long into the future.
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1 Adver se experience in policy persistency
2 and norbidity and interest earnings threatens the

3 financial health of the LTC industry.

4 MedAnerica is a nonoline LTC conpany with
5 no other insurance products to offset projected

6 shortfalls fromlong-termcare coverage. W believe
7 the premumrate increases are necessary now to

8 insure our ability to pay LTC clains in the |ong

9 term

10 We need to place our closed block LTC

11 products on a sound financial footing for the

12 future. Today's hearing concerns our requested 4.2
13 percent premumrate increase on our "Sinplicity ii"
14 product.

15 This policy formwas issued in Maryl and
16 from June 2008 through April 2014 covering 140

17 insureds in the state.

18 Qur current request is a followup to a
19 15 percent rate increase filed by the Maryl and
20 Insurance Adm nistration in Decenber 2015 and the
21 4.3 percent increase submtted in March 2017 and

22 filed in January of this year.
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| f accepted by the Admnistration, the
current 4.2 percent request wll bring the
cunul ative rate increase in Maryland up to the
25 percent increase that MedAmerica determned to be
necessary to certify to rate stability on this
policy form

| npl enentation of this rate increase wll
take place no earlier than one year after
| npl enentation of the prior increase, so that no
pol i cyholder will receive nore than one rate
I ncrease within 12 nonths.

Since the tinme of our 2015 and 2017 rate
I ncreases, MedAnerica has updated its actuari al
assunptions for norbidity and persistency, including
two years of additional clains experience. And we
actually increased our interest assunption from4.5
percent to 5.0 percent which is closer to the 5.25
percent assuned in the original pricing increase of
t he product.

The net effect of these assunptions is
that the projected lifetine loss ratio prior to any

rate increases has not changed significantly froma
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prior filing. Deterioration in other actuari al
assunptions was offset by the change in the interest
rate due to the conpany's revised future investnent
policy.

We concl uded that the original 25 percent
cunul ative rate increase remains appropriate, and
the current request for a 4.2 rate increase to take
effect in 2019 will bring us to that |evel.

Simlar to prior increases, MedAnerica is
offering insureds affected by the prem um i ncrease
the option of reducing their policy benefits to
provide flexibility of choice for those insureds who
W sh to maintain the premumlevel simlar to what
they were paying prior to the rate increase.

Furthernmore MedAnerica is offering
contingent nonforfeiture benefit to all insureds
affected by the rate increase which neans the
pol i cyhol der who | apses prem um paynents due to the
requested rate increase renmains eligible to receive
sone | evel of paid-up benefit in the future.

To hel p consuners navigate their options

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

MedAnerica takes pride in providing
quality clains service to our insureds. 95 percent
of claimants surveyed rate their experience with
MedAneri ca as above average or excellent. And our
average tine to pay a claimis six days or |ess.

We believe this service excellence is a
critical component to fulfilling our prom ses of
t aking care of our insureds, and we plan to continue
to provide this |evel of service going forward.

In closing, | would like to reiterate
t hat despite the fact that we no | onger sel
| ong-term care insurance, MedAnerica renains
conmtted to delivering on all of our promses to
our customers.

G anting actuarially justified rate
increases will help assure we have the financia

strength to continue providing the benefits and
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servi ce our insureds expect and desire.

Thank you for your time and
consideration. | am happy to answer any questions
at this point.

COW SSI ONER GRODI N: Thank you,

M. Kinney.

MR SWTZER  Thanks very nuch. So, |
gat her that the 140 nenbers, Mryl and nenbers that
your current subm ssion applies is about 28 percent
of your total Maryland nmenbers, sonething |ike that?

MR KINNEY: W have about 400 in
Mar yl and.

MR SWTZER | also -- to get context
that so far these nenbers have lifetine had an
I ncrease of about 19.9 percent. You want to get up
to the 26 or --

MR, KINNEY: 25.

MR SWTZER 25. So, ny question is,
enrol Il ments at 140, you stated it's a cl osed bl ock,
can only decline obviously. Roughly estinmate that
the 4.2 percent that was requested woul d represent

about $15,000 in additional revenue per year. |Is
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1 there a dimninus |evel where enroll nent maybe

2 reaches below a hundred or bel ow 50 where maybe

3 it's -- the increases aren't -- aren't worth all the
4 filing just because you've got to such | ow nunbers?
5 It's just sonmething that has cone up before, and |'m
6 curious as to your thoughts.

7 MR KINNEY: For us that nunber woul d be

8 well belowa hundred. Mre like single digit

9 policyhol ders before we consider not submtting as
10 part of a nationw de rate increase.

11 MR SWTZER As part of the nationw de.
12 Ckay. Thank you.

13 COW SSI ONER GRODIN: I"m just curious,

14 you nmay have nentioned this, do you know t he average

15 age of your policyholders in Mryland?

16 MR, KINNEY: | don't have that statistic.
17 COW SSI ONER GRODIN: Ckay. Thank you --
18 or, I'msorry.

19 MR ZI MVERMAN: | was | ooking at the

20 filing, and we're at an average duration of 8, 9
21 approximately for this policy series. | noticed

22 that the ADIloss ratio for the cunulative loss ratio
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1 is about 1.6. You expect that at this tinme to be
2 about 5 percent, the actual loss ratio is 8 percent.
3 So, I'mjust wondering if there has been any
4 analysis done to determ ne what has caused this at
5 such an early duration.
6 MR KINNEY: In this case it's nostly
7 persistency. And since our l|ast study, we've
8 wupdated our norbidity assunptions as well. That's
9 contributed a little bit to the deterioration. You
10 can see that the clains --
11 THE REPORTER  Speak up.
12 MR KINNEY: The clainms in the last two
13 years, the actual experience has been worse than
14 projected and two years ago as wel .
15 MR ZI MVERMAN:  Thank you.
16 COW SSI ONER GRODIN: Thank you very
17 much. Al right. Next we have Senior Health
18 I nsurance Conpany of Pennsylvania. M. Anderson.
19 MR ANDERSON: Good norning. | would
20 like to thank Deputy Conm ssioner Nancy G odin and
21 her staff and the others with Maryland | nsurance

22 Admnistration for giving nme the opportunity to
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speak on behalf of Senior Health Insurance Conpany
of Pennsyl vani a, otherw se known as SHI P.

My name i s Duane Anderson. |'m
responsible for the rate increase effort at SH P as
wel | as supporting functions including IT and
operations. W work closely together to eval uate
whet her SHIP's current premiumrates are an accurate
reflection of anticipated future clains based on
actuarial projections.

MIliman is our partner in the actuarial
work. I n the past years they have been here with us
at this neeting. Today they couldn't be here.

My plan today is to provide a brief
conpany history, the rate increases SH P i s seeking,
and alternative options to the rate increases.

To be sure, SH P is aware of the extrene
difficulty these rate increases put upon
pol i cyhol ders and continues to explore ways to
mtigate the necessary rate increases.

| would like to start with a brief
conpany history. SH P was formed in 2008. |It's

| egacy business consists of long-termcare bl ocks
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1 fromAnerican Travellers and Transport Life

2 Insurance Conpany which nerged in 1998 and becane

3 Conseco Senior Health Insurance Conpany.

4 In 2008 the conmpany was transferred to

5 Senior Health Care, an oversight trust. The trust
6 was given the responsibility to take ownership of

7 SH P and oversee the runoff of its closed bl ocks of
8 long-termcare insurance.

9 The trust and SHI P operate exclusively

10 for the benefit of the policyholders, and we seek to
11 rmaintain solvency through the remaining life of the
12 conpany so that all obligations to policyhol ders nay
13 be net.

14 SHI P exists for the sole purpose of

15 neeting long-termcare policyhol der needs. W

16 operate without a profit notive, and we will never
17 attenpt to recover past |osses.

18 The trust is controlled by four fornmer

19 Commi ssioners of Insurance and the fornmer president
20 of the Society of Actuaries.
21 Wien SHIP was formed in 2008, there were

22 150,000 active policyholders on policies witten
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1 between the late '70s and 2003. Today there are

2 57,000 total active policyholders across the states.
3 |n Maryl and 4,300 policies were

4 originally witten on 20 policy forns. Today there
5 are 1,092 active policyholders in Maryland. Again |
6 believe the denom nator is 214, | heard earlier in
7 the presentation.

8 SH P's decision to file for rate

9 increases was nmade after in-depth analysis of the
10 experience relating to policies that are the subject
11 of these filings.

12 SH P has filed for these increases in

13 light of the information that has energed over the
14 years these policies have been in force, including
15 «clains experience and persistency.

16 Projected clains are higher than

17 expected, conpounded by persistency which is higher
18 than expected. W are requesting a 15 percent rate
19 increase capped due to the Maryland limt on
20 policies with a 5 percent conpounded inflation
21 benefit with unlimted duration,

22 For Maryland this inpacts all 1,092
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policyholders. In our standing rate filing SH P has
shown we were able to justify a nultiple over

100 percent premumrate increase in Maryland. SH P
I s not seeking that higher rate. However, we wl|
need to continue to file rate increases in Maryl and
due to the rate cap of 15 percent.

G ven the rate increases necessary, in an
effort to provide policyholder options to retain
benefits under their policies, SH P has proposed a
variety of options for the policyholders to mtigate
the rate increase.

Under the first option, SHIP is offering
our policyholders to drop their inflation going
forward while maintaining their current accunul ated
benefits, with a reduction of prem um of 40 percent.
This neans the current daily benefit amount wil |
remai n constant in the future.

Additionally SH P is offering an
opportunity for a 30 percent prem umreduction in
exchange for an increase in the elimnation period
zero to 110 days.

SHI P is also offering policyholders the
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ability to select a nonforfeiture option and avoid
payi ng any future premuns. Under this option, SH P
w il pay for the eligible expenses up to the total
premumthat's been paid to-date | ess any benefits

t hat have been paid on the policy thus far.

Finally, policyholders can sel ect other
options of reduced benefits such as benefit periods
and daily benefit anounts in an effort to reduce or
keep premuns at their current rates.

As nentioned SH P understands the
chal l enges rate -- challenges rate increases have on
our policyholders. However, rate increases are
needed to help insure future premuns wll be
adequate to fund the anticipated clains.

We actively nmanage and nonitor the
performance for our business updating actuari al
studi es on an annual basis to make sure we wll be
able to be there when our policyhol ders needs us
nmost which is at the tinme of claim

We will continue this dedication in the
future. To restate, the trust and SH P operate

exclusively for the benefit of policyholders, and we
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1 seek to maintain solvency through the remaining life
2 of the conmpany so that all obligations of

3 policyhol ders may be net.

4 | would Iike to thank everyone for

5 participating today for their time and attention,

6 and we're happy to take questions fromthe Maryl and
7 Insurance Adm nistration now.

8 COW SSI ONER GRODI N: Thank you,

9 WM. Anderson.

10 MR SWTZER  Thanks again. So, | see

11 that your situationis a little different in that
12 fromthe Form5 lifetime loss ratio in Maryland is
13 103 percent. So, you're paying nore in clains than
14 premum | recognize that.

15 | just want to neke sure that |

16 understand what you said, that |'mdoing the math
17 right. That | got that the lifetinme increases on
18 this formso far have been 300 percent. And that
19 vyour need, as you calculated it, is 100 percent.
20 So, you will need to keep the -- the conpany sees
21 thensel ves needing to keep filing 15s until you --

22 to get a lifetinme increase of about 400 percent.
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1 MR. ANDERSON:  Uh- huh.
2 MR SWTZER  Thanks.
3 COW SSI ONER GRODIN: Thank you,

4 M. Anderson.

5 MR. ANDERSON. Thank you.

6 COW SSI ONER GRODI N: That concl udes the
7 portion of this programto hear testinony fromthe
8 wcarriers. | would like to turn nowto the

9 individuals who have signed up to speak on our

10 sheet. The first one is M. Burgan.

11 MR. BURGAN. (Good norning, everyone. My
12 nane is Elwood Barry Burgan. | ama policyhol der.
13 I'mnot an attorney; |I'mnot an insurance agent.

14 But | am policyhol der.

15 THE REPORTER. Hold it closer.

16 MR BURGAN. Is a fellow by the nane of

17 Ben Bigalo (phonetic), is he still with your agency?
18 | spoke with Ben -- let's see.

19 MR. MORROW Ben Legow?

20 MR. BURGAN: Pardon me?

21 MR. MORRON Ben Legow. L-EEGOW

22 MR. BURGAN:. Hold on. Hold on a second.
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| have it here. | have his nane here. It has to do
wth nmy wanting to know why the Section 11-704 by
t he Maryl and | nsurance Code has -- is allow ng these
| Nnsurance conpanies to increase ny rate or anyone's
rate an additional 15 percent per year.

Now in calling dowmn to the agency, Ben
Legow, |'msorry, L-EEGOW (lnaudible.)

THE REPORTER:  You've got to put it to
your nouth so | can hear.

MR. BURGAN. |s Ben Legow still here?

MR MORROWN He's not.

MR BURGAN. He's not. Thank you. |
al so spoke with -- because | have a letter on his
behal f, and it states that if -- that | was not to
have an increase bestowed upon ne this year, but yet
| received a letter stating fromCNA that | have
been increased the 15 percent as authorized by MA

Now, | also called and spoke with -- is
there a Mary Kwei here? |s that how you --

M5. KWEI: Mary Kwei.

MR BURGAN. Kwei, that's you. kay. |

spoke with you several times this past week, |
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believe in regards to nmy policy. And it has to do
with the age stipulation. | even had ny State
Senat or whom | contacted try to get a clarification
on the age stipulation that's incorporated under
your letterhead, MA letterhead, stating that there
can be increase up to -- up to -- up to the age of
75.

Now, it's clearly in witing here under
your letterhead. Up to neans that | can be -- have
this increase to nmy policy but up to the age of 75.
| will be 75 next year. So, even though |I received
a letter fromBen Legow telling me that | woul dn't
be increased, | can substantially foresee the
Increase to ny policy at this tine.

But | amon a fixed incone. |I'ma
di sabl ed veteran. |1'mon a fixed incone. | cannot
continually afford 15 percent year after year after
year after year after year. | just can't do it.

So, | need your help.

As a veteran, it's the greatest country

in the world. | fought for this country, and |I'm

proud to say that | fought for this country. But |
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need your help. And I'msure I'"'mnot the only one
that's in that category, that age category.

But again it clearly states in your
| etterhead up to the age of 75. So, | enploy you to
hel p ne.

| also had contacted the news nedia and
| eft a message with -- with one of the news
broadcasters concerning this matter. And | have
al so consulted an attorney. And | was told to ask
If this up to the age of 75 does not concur, then
where is it in witing that stipulates that it does
not incur. Were | have it in witing here, where
Is it that it's not to be.

MR MORROW So, M. Burgan, | don't know
the specifics of your case. QCbviously you talked to
Ben and Mary. But |'mhappy to talk with you with
Mary after -- after this hearing, and |'m happy to
| ook at the letter.

MR BURGAN:. Yeah.

MR MORROW Again --

MR BURGAN. | can showit to you. This

I s evidence, however you want to do it.
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1 MR MORROWN |'mhappy to talk to you

2 afterward.

3 MR. BURGAN: Maryl and | nsurance

4 Adm nistration.

5 MR MORROW | understand. | understand
6 vyour issue, and | hear you very clearly. You

7 cannot --

8 MR BURGAN. Please. | need help. [I'm

9 surel'mnot the only one, but | am a disabl ed

10 veteran. | amon a fixed inconme, and | need your
11 hel p.
12 MR. MORRON Very good. And we will talk

13 when the neeting is over about your specific

14 situation. | wll be happy to look at the letter.
15 MR BURGAN: Thank you for your tine.

16 MR. MORRON  Thank you.

17 COW SSI ONER GRCDIN: And next is M. --

18 it's either Huntman or Hut man.

19 MR HUTMAN:  Hut man.
20 COW SSI ONER GRCODI N Hut man, thank you.
21 MR. HUTMAN: Thank you, Deputy

22 Comm ssioner G odin, nenbers of the MA staff for
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the opportunity to talk to me.

My name is Ed Hutman. |'man insurance
broker. | represent a nunber of different
conpanies. | have placed policies with 10 different

carriers since | started witing long-termcare
i nsurance in 1991. | have well over a thousand
Maryl and clients many of whomw || be affected by
t he outcone of today's hearing.

My wife and | are owners of two long-term
care policies - one purchased fromCNA in 1991 and a
Genwort h policy purchased in 2001.

Since | last testified at a M A hearing
in April of 2016, sone things have changed for the
better, but unfortunately some have not. | applaud
the MA that it has taken steps to increase
transparency through these Statew de neetings and
i nformation provided on the M A website. Both have
hel ped the consuner gain a better understandi ng of
what's happening to their policies when an
M A- approved rate increases will occur, and for
t hose who have the background and who can under st and

the filings, the conpany's perspective of why they
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think increase in premuns is warranted.

| ' m happy for the transparency. | hope
it continues. But the unaddressed question remains,
why shoul d poor performance nunbers in |large part
caused by insurance conpany business errors nade
years ago be a policyhol der problen? This is the
el ephant in the room

| assune that the data provided by the
conpanies in their rate increase request filings are
correct. |If past history is any indicator, the MA
wi Il look carefully at the nunbers, carefully
eval uate these nunbers. And if the nunbers neet MA
requi rements, the rate increases wll be approved.

But what if the prem se underlying the
nunbers is false? Wat if the nunbers are
m sl eadi ng? How are adjustnents for business errors
reflected in the nunbers presented in the filings?
Sonetines nunbers tell only part of the story.

Wien one of two parties to an agreenent
make a business m stake, which one should suffer the
consequences of that mstake? |t appears the answer

continues to be the Maryl and consuner.
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In the process used by MA to determ ne
whet her i ncreases should be granted, how are the
conpani es held to account for poor business
deci sions they make? What netric does the MA take
i nto consideration in weighing the extent to which
under performance of these policies is caused by
busi ness m stakes nmade by the insurance conpanies
many years ago?

How are the conpanies held to account for
the errors they nade in establishing overly
aggressive or inadequate underwiting standards and
pricing for the long-termcare policies they sol d?
How are the conpanies held to account for the
consi derabl e norbidity assunption errors they nade?

How are the conpanies held to account for
the true but m sl eading statenents nmade in consuner
brochures they provided that induced the Mryl and
consuner to purchase their long-term care insurance
policies?

Let me give you a little bit of history.
| started selling long-termcare insurance in 1991.

Anot her thing that occurred in 1991 was the
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1 publishing in the New Engl and Journal of Medicine, a
2 Kenmper-Mirtaugh study. And |'msure all of the

3 actuaries in the roomare famliar with that.

4 And this is where we derived the data

5 that two out of five people would Iikely need

6 long-termcare. That half of the people would

7 require care for 90 days or less, and that of the

8 other half, one out of f ive would require care for
9 five years or |onger.

10 This is the nost extensive study that's
11 been conducted in long-termcare at the tine. 1991
12 this information was known. By 1996 the conpanies
13 realized that their underwiting requirenents were
14 wde of the mark, and sone of the conpanies started
15 to make changes in their underwiting standards.

16 |f a person had had a stroke, they no

17 longer could get a policy with some of the carriers
18 as an exanple. By the end -- by 1998 the conpanies
19 knew that their persistency nunbers were wong. Wy
20 wi de of the nark.

21 So, let's fast forward to 19 -- to 2001.

22 Kenper-Mirtaugh study 10 years ago. GCkay? 1996
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t hey knew the underwiting was wong. 1998 they
knew t he persistency nunbers were wong. And
conpani es had already started to make the changes.

So, it's 2001, and let's put on your
consuner hat. Each of us in this roomis a
consuner. Wat if you were purchasing a |ong-term
care policy and the inside cover of the Genworth
policy brochure, one of the three conpanies that
you're considering states, while GE's long-termcare
division reserves the right to raise future prem uns
for all policyholders by State, it has never had to
do so since it pioneered |long-termcare insurance
nore than 25 years ago. And your premuns wl
never increase due to changes in your health status
or age.

O if you look at the second carrier, the
first statenent in the brochure was John Hancock, a
name you can trust. Rely on us, your partner in
care. Turn to a |leader in long-termcare insurance.
When it cones to long-termcare insurance, you want
to be sure that the conpany behind your policy is in

it for the long term Established 140 years ago,
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1 John Hancock is a pioneer in the long-termcare

2 field, issuing our first policy in 1997. And today
3 we serve nore than 300,000 |ong-termcare insurance
4 policyhol ders.

5 O do you |l ook at MassMutual ? Who touts
6 its financial strength and states it has paid

7 dividends to participating policyholders every year
8 since 1869. Yet is requesting a rate increase

9 today.

10 What are you, the Maryland consuner, to
11 infer fromthese representations? Wuldn't you

12 reasonably assune that these conpanies with so nuch
13 financial strength and experience knew what they

14 were doing and had priced their policy based on

15 know edge and experience.

16 | have an 86 year old, an 80-year old

17 couple who have seen their prem uns al nost double as
18 a result of the five rate increases that have been
19 granted by MA since 2008. They made carefully
20 considered pl anni ng deci sions based on the
21 reasonabl e expectation that the insurance conpany

22 knew what it was doing. After all in the policy
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brochure it said that the conpany had never had a
rate increase.

They have paid $98, 000 in prem uns
to-date. They will continue to pay prem um
I ncreases because they feel they have no ot her
viabl e option. They don't want to reduce their
coverage because they see friends and famly,
contenporaries needing care as they age. However,
as these increases have continued, | see nore and
nmore of ny clients conpromse their original intent
when they purchased this inportant coverage by
reducing their benefits or in some cases | apsing
their policies because the prem uns have becone too
hi gh.

Nonforfeiture benefits provide at best a
very few nonths of coverage. The decisions they
have been forced to make because of their financi al
circunstance will leave themw th greatly reduced
benefits at the tine they need care.

Wien they asked ne, Ed, when can | expect
these rate increases to stop? Al | can tell them

is | don't know And the MAis |limted in what it
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can do when an insurance carrier requests a rate
I ncrease, and that they should expect the rate
I ncreases to conti nue.

W all look to the MA not only to review
carefully all rate increase requests but to protect
t he consumer by giving the appropriate pushback to
t hese requests. It's up to the MAto help build on
t he transparency steps that have already been nmade
by taking the additional steps necessary to create
t he stabl e environment necessary to rebuild consuner
confidence in this inportant coverage.

It's tine to put an end to the seem ngly
endl ess rate increases which not only hurt the
consuner but the State of Maryland as wel|l because
of the additional burden that will be placed on
Medi cai d.

It's time for the conpanies to accept
responsibility for their significant m stakes and
stop knocking on M A s door asking for relief froma
situation that they created.

Fromthe MA website, the Agency's goal

Is to provide efficient, effective service to both
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t he consunmers of insurance products and the
I nsurance industry. The Maryl and | nsurance
Adm ni stration best serves its core constituent by
assuring fair treatnent of consuners.

By what neasure can these constant
I ncreases be considered fair? |If the problemis
that the MA believes the law limts its efforts on
behal f of the Maryland consuner, then |let us know
what | egi sl ation needs to be enacted to untie your
hands.

|f the M A believes that based on current
law that it nust continue to permt these rate
I ncreases, | echo ny col |l eague Karen Kerland's
witten testinony in suggesting that the foll ow ng
steps at a mninmum be taken that -- be taken to
create a fair environnent.

No. 1, exclude policyhol ders age 75 and
ol der fromthese increases. This has already been
mentioned. And the termthat was used that really
bothered ne was the termdiscrimnatory. They can't
make the changes because you -- they could not limt

at age 75 because it would be discrimnatory.
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Let ne tell you what the word
discrimnatory means as far as ny clients. | have
clients in their 80s, and they are presented with a
fact that their premuns are going to dramatically
I ncrease with John Hancock 32 percent, or they are
given an option, they can have a | anding spot of 4.3
percent. Ckay.

But if they require care in ten years and
they take the 4.3 percent option, they have saved a
coupl e thousand dollars -- several thousand dollars
in premumin the short run. And in the long run it
w il cost themtens of thousands of dollars at the
time they need care.

And this story can be told again and
again and again. | see it all the tinme. | live it
every day. And there is |everaging too because when
you have a level -- it's only a 15 percent increase.
But a 15 percent increase to a 55 year old versus a
15 percent increase to an 80 or 85 year old, a big
difference in ternms of absolute dollars.

And the actuaries in the room know t hat

' mabsolutely right in that statenent. That's
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where the discrimnation takes place.

The increases are nmuch, nuch |arger at
ol der ages. It has a nmuch greater inpact on people
who are older. And, so, what we are doing is we are
at the expense of these older policyholders, the MA
I s guaranteeing the bottomline of insurance
conpani es.

What the actuaries nentioned was all we
want to do is to get back at break-even. And what |
am saying is, you made m stakes, absorb the | osses.
It is a-- it is a shareholder problemnot a
pol i cyhol der problem And you just have to accept
the | osses. Because what is happening is incredibly
di scrim natory.

Continue the 15 percent [imt in
Maryl and. Once a rate increase has been granted, no
addi tional rate increases shall be inplenmented for a
period of tine of five years. Going forward once a
pol i cyhol der has held a policy for ten years or nore
and has reached age 75, there should be no rate
| ncr eases.

| ask the conpanies to work with the MA
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1 to find an answer. | understand the conpany's
2 problem [If the conpany were here in the State able
3 to -- providing policies and if they weren't able to
4 pay clains, that would be a problem
5 But MassMutual, is that really a problen?
6 John Hancock, is that really a problemfor you? Are
7 vyou financially going to go under because of this?
8 You nmade m stakes. Absorb the |osses. Stop
9 foisting this on the consuner.
10 | know we all want to provide the
11 consuners wth a fair insurance environnment so the
12 inportant financial decisions that are nmade are
13 based on reasonabl e expectations of prem um costs as
14 well as policy performance. Transparency is a good
15 first step. Fair accountability should be the
16 second. Thank you.
17 COW SSI ONER GRODI N: Thank you,
18 M. Hutman.
19 MR SWTZER  Thank you very nuch.
20 regret if this is redundant, but | just wanted to
21 see if it elicited some nore thoughts fromyou

22 because | aminterested, to state the obvi ous.
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So, as far as who bears the brunt of the
consequences of what's happened, one nore tinme on
what's being done so far, the 15 percent cap. W
covered that. The other that the conpani es when
they originally priced these policies generally
speaki ng, every assunption was exactly right,
expected over the life of the 20, 30 years of the
policy to pay out 60 percent of premumin clains.
So, the rest are brokers, adm nistrative costs,
everyt hing el se.

So, another way that consequences are
being felt is that again sone conpanies are pricing
for the break even. | know you spoke to that.
W've also -- there has been laws that for all the
busi ness here forward it has to be 85 percent, not
50 or 60. There has to be sone consequence there.

I f the conpany hasn't asked for 80, the
M A has |looked at lifetine loss ratios up to 80 or
so for the reasons that you have laid out.

| appreciate what you passed on in the
brochures, and |I thought it was interesting that

Conpany A said it at the tine, while the conpany
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reserves the right to raise future premuns for al
pol i cyhol ders by State and class, it has never had
to do so since it pioneered |long-termcare. And
your premuns W ll never increase due to a changes

i n your health status or age. | understand fromthe
consuner, that's perceived a certain way.

For nonforfeiture, we have tried to
advocate for -- obviously if | were -- had long-term
care and had invested so many years of premumin,
woul d be very reluctant to just lapse. | have got a
| ot of skin in so far.

So, trying to at |east nmake -- for those
who have to |lapse, it nore advantageous for themto
| apse. They wll be left with some noney to pay
cl ai ns.

We have reduced even the 15 percent
I ncreases here at the MA when it's warranted by the
actuarial facts as we see them W have brought up
| deas such as if you have new policies, to have a
little mercy for people over age 75. As you have
al l uded, that's another way.

W have al ways | ooked at, is this the
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1 first increase in quite a long tine? Maybe -- and
2 it's been brought up that waiting has a | ot of

3 premumincrease inplications if you haven't acted
4 earlier. Gading increases. W've also tried to

5 enploy rigor, that you are projecting things that

6 wll get very bad in the future, that denonstration
7 needs to be airtight.

8 So, these are sone of the things that we
9 looked at. And | understand where you're com ng
10 from But | think in summary ny question for you

11 is -- | know | have stated again what the charges of
12 the actuaries, not inadequate, not excessive, not
13 discrimnatory.

14 But fromwhat's being done so far, the
15 questionis is it enough. And we're still asking
16 ourself that question constantly. But is only a
17 denial what you feel is the right course? | don't
18 knowif that's the right way to ask the question,
19 but | hope you know where |'mcomng from

20 MR HUTMAN. | don't think denying the
21 rate increases is necessarily the answer.

22 MR SWTZER  Ckay.
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1 MR HUTMAN. M concern is the extent and

2 the continuity in the rate increases.

3 MR SWTZER  Ckay.

4 MR HUTMAN:. They never seemto end.

5 Ckay? M policy, | have had five increases from

6 Genworth. | have had six increases fromCNA. |'m
7 not dropping nmy policies. I'mgoing to continue to

8 pay the prem uns, because | know what the facts are.
9 | know what the probabilities of ny requiring care.
10 Ckay?

11 But in terns of finding -- finding that

12 fair balance, that mddle ground, what |'mtrying to
13 convey is that enough wei ght has not been given to
14 the fact that the reason that we have the problem
15 today is because conpanies were overly aggressive in
16 their pricing, in their underwiting 15, 20 years

17 ago. Ckay?

18 They created this problem Had their

19 pricing been correct, had their underwiting been

20 correct, the extent of today's problem woul d be

21 dramatically less. Ckay?

22 Look, none of the conpanies, the
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conpani es invest their reserves, none of the
conpani es coul d have possibly foreseen what occurred
wth interest rates in 2008 and 2009. The cycle
stopped. And sone adjustnent should be nade for
that, and increases should be allowed for that.

But norbidity assunptions, that is an
| nsurance conpany problem They knew the extent of
the problemor that there was a significant problem
in 1991. Gkay? They knew there were underwiting
| ssues by the mddle of the 1990s. They knew
persi stency was now a problem by the end of the
decade. Ckay?

And we're talking -- what | nention is a
policy that's taking place in 2001, and that's
MassMut ual started issuing their policies in 2000.
They knew or shoul d have known. Ckay?

And, so, what |'masking the MAto do is
to tenper the extent of the increases and | ook at
the nunmbers within this broader context. Nunbers
don't always nean what we think they nean.

MR SWTZER Agreed. Thank you. That's

hel pful. And | just wanted to relay that one of the
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first things that Conm ssioner Redner asks for when
we put these in front of himand what we |l ook at is
the lifetime increases. What's different fromthe
first increase versus these nenbers have al ready had
a hundred percent of rate increases.

And also in review ng the assunptions,

t he assunptions can change fromthe past. They can
change again in the future. And that's part of our
attenpted rigor. Thanks again very nuch.

COW SSI ONER GRODIN: Thank you. Next on
our list of individuals who had asked to speak is
Ms. Spector. |Is Ms. Spector here or on the phone?
Ckay. Okay. And | think that does it. Yeah. Oh,
" msorry, Ms. Rans.

MS. RAMS: Thank you. 1'mhere --

THE REPORTER  You have to hold it up to
your nout h.

M5. RAMS: Sorry. 1'mhere on behalf of
peopl e ny age who are in their 80s who cannot afford
the 75 or 50 percent increases. | pay out of ny
check, nmy Social Security every nonth just for

coverage $893 in nedical coverage. That is
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disgusting. And you're telling ne you would like to
raise it on ne.

| think you have to put a limt on no
nore than if you got to raise it, 15 percent. W
can't afford it. It cost me $510,000 to take care
of parents who didn't have long-termcare. | can't
afford that any nore.

|f you raise it the anount you want, |
can't afford to Iive nor can a | ot of people ny age.
| haven't slept at night since |I heard about this
i ncrease. That's a bad feeling.

You' re young now. You don't understand
what we go through. It is tough know ng that you
may be thrown out or not being able to get nedi cal
coverage because you cannot afford it.

There has got to be sone way that you can
control how much you raise it. | don't care if you
do it by age.

Let ne explain to you sonething. The
first long-termcare conpany | was with for 12 years
went bankrupt. And nothing happened. | wasted all

that noney. By the tinme | could get in again | was
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inny late fifties; so, ny premuns are higher.

|f you raise this, there are so many
seniors that won't be able to sleep at night or wll
give up food and where they live to be able to pay
for this coverage. There has got to be sone way you
can control this. That's all | have to say.

COW SSI ONER GRODI N: Thank vyou,
Ms. Rans. |s there anybody el se here who woul d |ike
to speak in the roonf

| s there anybody el se on the phone?

Oh, yes, please.

MS. LEIMBACH M nane is Sally Lei nbach.
And |'ve been an insurance broker specializing only
In long-termcare insurance since 1992. | just
wanted to add to the comments that were said today
that when the MA is reviewing the options that are
going to be provided to the insureds who are facing
rate increases, that they -- they ook to be sure
they are as creative as possible and as fair as
possi bl e.

|'maware for instance with the

partnership progranms in Maryland for |long-termcare
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I nsurance, if you are 75 or younger, you're required
to have sone kind of conmpound inflation included on
your policy.

So, if an insured decided, okay, | wll
elimnate ny inflation protection and will reduce ny
premum they may be giving up their ability to have
a partnership benefit if they so qualified at claim
tinme.

| am aware that M A was active about
this, and it's ny understanding that in Mryl and
1 percent conpound is now allowed. So, the problem
wth that is will the insurance conpanies that did
not file with a 1 percent conpound be able to -- are
they able to offer that as a way to mtigate costs,
reducing fromthe 5 percent or the 4 percent or
what ever they have had to a 1 percent conpound.

| am unsure whet her that takes
| egislation or not to nmake it easier for conpanies
so that they don't have to do cone with a costly
refiling for existing policies that did not offer
that at the tine they were regularly filed.

Maybe there can be sone kind of a
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grandf at heri ng done by the State of Maryl and t hat
woul d allow all conpanies to be able to offer a

1 percent. | amnot sure about all the legalities
and regulation. But | do know that that would be
very hel pful as an option for people not to | ose
what they really did want to have, a partnership
qualified long-termcare insurance policy, by
followng directions from-- or options they are

gi ven reduce their prem um and perhaps not even
realizing if they do awmay with their inflation, they
are going to lose their partnership policy ability.

Thank you.

MR, HUTMAN: May | ask one quick
guestion?

COWM SSI ONER GRODI N: Yes.

MR. HUTMAN:. Let's assune in a perfect
world, we are looking to the future, and they have
cone up with a neans of -- and Al zheiner's becones a
controlled chronic condition, no longer leads to
| ong-term care needs, and interest rates have gone
to 10 percent, rates of return on invested reserves

have gone to 10 percent, what is the process or the
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mechani sm for existing policyholders to have a
reduction in their premun? Wat steps would the
conpani es take to see that that happens?

MR SWTZER To restate the question,
what if assunptions do change down the road,
Al zheimer's for exanple becones controlled, interest
rates rise to 10 percent, what mechanismis in place
to reflect those changes, material changes in LTC
prem uns? Wuld those assunptions alone lead to a
rate reduction?

Vell, first, as you know -- to answer
your question, the MA nonitors financial results
every year for financial statenents. | would be
inclined, my teamand |, to engage the conpany about
just like recently in Decenber the tax cuts and | obs
act for the affordable care nmarket generated a fair
amount of dollars for insurance conpanies, inproved
their tax bracket. W asked themhowis this
reflected in your filing.

W would intend to do the sane thing.
The nuance to that is that typically obviously

i nsurers file at their own volition, and we wait for

Epi g Court Reporting Solutions - Washi ngton, DC

1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m

http: // w. yes| aw. net/ hel p


http://www.deposition.com

HEARI NG - 08/20/ 2018 Page 81

10
11
12
13
14
15
16
17
18
19
20
21
22

themto submt a filing. W wouldn't wait.

MR. HUTMAN. But |'ma policyhol der that
purchased a policy in 2005, the same answer woul d
appl y?

MR. SWTZER As soon as we saw t hese
ki nd of dynam cs energing, to ask the carriers what
are you doing about it? And | know there would be a
time | apse to when we get fromthat conversation to
arate filing to an approved rate filing, but we
woul d be sensitive to the timng and the nagnitude
and what it would nean to a consuner to try to push
it.

HUTMAN:  Thank you.

PLUMB: Can | add sonmething to that?

2 DD

SWTZER:  Sure.

MR. PLUMB: The nodel regulation that's
In effect now requires once a conpany files for a
rate increase, you have to submt annual followips
for three years to the insurance division. And that
three years can be extended for basically whatever
reason the Conm ssioner decides.

And if it ever looks |like you're not
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going to nmeet the mninmumloss ratio, which is 85
percent on the increase, then the Comm ssioner can
require the conpany to either increase benefits or
reduce prem uns so they would neet the m ni num | oss
ratio.

That only applies to policies that were
| ssued on average around 2002 and later. But we
have -- we have supported doing that for al
policies in certain States that are concerned about
t he ol der policies.

And if the mnimumloss ratio isn't being
met after a rate increase, you have to adj ust
downwar d prem uns.

MR HUTMAN:. That you for the
expl anation. That's hel pful.

MR ZI MVERMAN: | think you stated a set
of conditions that are -- what | will call unlikely
but | have learned in the last couple of years what
| think Iikely could happen.

But to everybody's point, | think Todd
made the point earlier, we have an obligation to

make sure rates aren't excessive. That's really the
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1 answer to your question.

2 MR HUTMAN.  Ckay.

3 COMW SSI ONER GRODIN: All right. W wll
4 go back to the phone. 1Is there anyone on the phone
5 that would like to speak?

6 All right. Then this will conclude our

7 rate hearing today. | want to thank everybody for

8 comng and everyone for dialing in.

(o}

(Whereupon at 10:33 a.m the hearing concl uded.)
10
11
12
13
14
15
16
17
18
19
20
21
22

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 08/20/ 2018 Page 84

o b~ W

10
11
12
13
14
15
16
17
18
19
20
21
22

STATE OF MARYLAND
COUNTY OF HOMRD SS:

|, Susan Farrell Smth, Notary Public of
the State of Maryland, do hereby certify that
above-captioned matter came on before ne at the tine
and pl ace herein set out.

| further certify that the proceedi ng was
recorded stenographically by nme and that 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 and notarial seal this

3rd day of Septenber, 2018.

Susan Farrell Smth

Notary Public

(My Conmi ssion expires February 8, 2020)
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 1                P R O C E E D I N G S

 2            COMMISSIONER GRODIN:  All right.

 3  Welcome, everyone.  And thank you for coming today.

 4  I am Nancy Grodin, Deputy Commissioner of the

 5  Maryland Insurance Administration.

 6            And this is our third public hearing on

 7  specific carrier rate increases for long-term care

 8  insurance in 2018.

 9            Today's hearing will focus on several

10  rate increase requests now before the MIA in the

11  individual long-term care market.  These include

12  requests from Senior Health Insurance Company of

13  Pennsylvania proposing increases of 15 percent; John

14  Hancock Life Insurance Company proposing increases

15  of 15 percent; MedAmerica Insurance Company

16  proposing increases of 4.2 percent; and

17  Massachusetts Mutual Life Insurance Company

18  proposing increases of 15 percent.

19            These requests affect about 6,214

20  Maryland policyholders.  The goal of today's hearing

21  is for the insurance company representatives to

22  explain their reasons for rate increases.
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 1            We will also listen to comments from

 2  consumers and other interested parties.  We are here

 3  to listen and ask questions of the carriers and

 4  consumers regarding the specific rate increase

 5  requests.

 6            I would like to take a moment to have

 7  each of the people here at the front table introduce

 8  themselves, and then we will go into the audience

 9  and have the other MIA staff members introduce

10  themselves.  Starting to my right.

11            MR. ZIMMERMAN:  I'm Adam Zimmerman.  I'm

12  an actuary at the Maryland Insurance Administration.

13            MR. MORROW:  Bob Morrow, I'm the

14  Assistant Commissioner for Life and Health.

15            MR. SWITZER:  Todd Switzer, Chief

16  Actuary.

17            COMMISSIONER GRODIN:  Thank you.  And

18  let's go around room now starting with Nancy.

19            MS. MUHLBERGER:  Nancy Muehlberger,

20  Actuary.

21            MR. PATTI:  Michael Patti, Government

22  Relations Associate at MIA.
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 1            MS. KWEI:  May Kwei, Chief of Life and

 2  Health Complaints.

 3            COMMISSIONER GRODIN:  And at the table.

 4            MS. IMM:  Tracy Imm, I'm the Director of

 5  Public Affairs.

 6            MR. SVIATKO:  Joe Sviatko, Public Affairs

 7  Office.

 8            MR. BURGAN:  My name is Barry Burgan.

 9  I'm a policyholder.

10            COMMISSIONER GRODIN:  Thank you, sir.

11  All right.  I'm going to go over a few procedures

12  that we would like to follow today.  First of all,

13  there is a handout that has all of our contact

14  information on it.

15            THE REPORTER:  Put the microphone up.

16            COMMISSIONER GRODIN:  It was at the front

17  table, and please make sure to pick one up.  If you

18  would like to speak today, you will need to sign up

19  on the sheet.  And we do have a number of people who

20  have signed up to speak, and include your name and

21  contact information.

22            We will only be calling the names of
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 1  those folks listed on the sign-up sheet and those

 2  who RSVP'ed in advance to speak.

 3            Second with the exception of MIA staff,

 4  this hearing is not a question/answer forum.

 5  Comments from interested parties were received and

 6  reviewed in advance of this meeting.  And please

 7  continue to submit your comments until Monday,

 8  August 27th.  And, again, the MIA will continue to

 9  keep the record open until Monday, August 27th.

10            The transcript of today's meeting as well

11  as all written testimony that's been submitted will

12  be posted on the MIA's website on the long-term care

13  page as well as the quasi-legislative hearings page.

14            The long-term care page can be found at

15  the MIA website by clicking on the long-term care

16  tab located under the quick link section which is on

17  the left-hand side of our page.

18            As a remainder, we do have a Court

19  Reporter here today to document the hearing.  When

20  you are called up to speak, please state your name

21  and affiliation clearly for the record.  And I'm

22  assuming that we will pass this microphone over to
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 1  anybody -- oh, there is microphone over there.  So

 2  hold it close.

 3            All right.  If you are dialing into the

 4  hearing through our conference call line, we ask

 5  that you please mute your phones.  Please, please

 6  don't put us on hold.  What this does is it

 7  broadcasts your music.  It happened in our last

 8  hearing.  It was very disruptive.

 9            So, I'm going to ask again, please do not

10  put us on hold.  It will broadcast your hold music.

11  Even if you don't think you have hold music, you do.

12  So, please put us on mute.

13            Also any time before speaking if you

14  could please restate your name and your

15  organization, that would be a great help.  And thank

16  you.

17            We're going to be asking carriers to come

18  up individually to speak regarding their rate

19  requests A to Z.  Afterwards, interested

20  stakeholders and those dialing in via conference

21  call line will be invited to speak.

22            All right.  So, does anybody at the front
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 1  table have anything they would like to say?

 2            MR. SWITZER:  Yes.

 3            COMMISSIONER GRODIN:  Okay.

 4            MR. SWITZER:  Good morning.  I would like

 5  to thank everyone who is here.  It seems like the

 6  Affordable Care Act gets most of the attention, but

 7  long-term care is every much as much in a situation

 8  that needs a lot of input and a lot of attention to

 9  address some of the concerns that are dire.

10            We currently have -- there is 10 of us in

11  the actuaries team.  We have 35 long-term care rate

12  filings in-house.  I think by the end of this

13  meeting, we will have five more.  They just keep

14  coming.

15            The increases range from 30 -- the

16  average is a 36 percent increase, despite the 15

17  percent cap, and lot of companies file nationwide.

18  The range is from 4 percent to 112 percent.

19            Just trying to put some numbers to a lot

20  of the points that you've made and others have made

21  through public comments, that the increases are

22  large.  And we will get to the insurer side as well.
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 1            The NAIC is -- is very active in looking

 2  at this.  Price Waterhouse Coopers fairly recently

 3  put out an article about long-term care, entitled

 4  Crisis of Confidence: A Call to Action.  There are a

 5  lot of eyes on this, and we're trying to increase

 6  the number of eyes on this.

 7            I would also like to thank the people who

 8  submitted public comments.  We had five.  And for

 9  example, Charles bought the policy 17 years ago from

10  one of the carriers here today.  It cost 2,500 at

11  the time; it costs 5,000 today.  They can't keep up.

12            Tim and Bonny also have a -- coverage

13  with a carrier here today.  Some of their comments I

14  pulled out.  They said they worked hard to plan

15  their retirement.  They don't want to shift costs to

16  their children or the government.  Please give us

17  more information, provide us some assistance.

18            Jeff on the Eastern Shote talked to us

19  about the longevity of long-term care.  He said in

20  plain language, a lot of people are just trying to

21  have some security, some dignity in these years.

22  Give us some liberal alternatives.
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 1            I'm going to try to briefly respond to

 2  some of these.  Ed, who I hope is here today, who

 3  asked, well, how much latitude does the MIA really

 4  have?  Are your hands tied or what?  And how are

 5  carriers being held to account?  Questions like

 6  that.

 7            And lastly, Karen pointed out that one of

 8  the carriers here is very financially strong.  Some

 9  of her clients are just at this point in time

10  reaching their 70s and 80s, and it's not the time to

11  scale back benefits in order to offset premiums.

12            First to the question of the MIA's

13  latitude.  Maryland code says the rates must be

14  reasonable in relation to benefits.  It says other

15  things, but the key ones, not inadequate or

16  excessive or unfairly discriminatory.

17            So, as you know, there is balance there.

18  They can't be inadequate.  They are businesses.

19  They were projecting costs 20, 25, 50 years out.  We

20  recognize that.

21            They also need to be reasonable.  They

22  need to be -- they can't be discriminatory, can't be
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 1  excessive.  I think we need to consider all the

 2  facts of if an increase is needed, should it be

 3  gradual.  The assumptions, the range of people touch

 4  on, is the company currently in a bad situation or

 5  will they be in a bad situation in 10 or 20 years?

 6  They both are actuarial matters that need to be

 7  squarely addressed, but ones that come to mind.

 8            So, as far as plain language, why are

 9  increases coming in so frequently and at the

10  magnitude they are coming in?  A lot of this you

11  know, but just to put some numbers to it, the

12  percentage of Americans over age 80 in 2015 was 2.9

13  percent.  In 2050, it's a ways out, but that's

14  projected to be 7.3 percent.  It's nearly triple.

15  That's significant.

16            The number of Americans over age 65 in

17  1970 was 8 percent; in 2050 it will 20 percent.  And

18  of those 20 percent, another 20 percent of them will

19  need care for five years.  That effects costs; it's

20  a reality.

21            It is true that statistics I heard in the

22  '60, the average family was having 2.2 children to
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 1  care for their parents when they were older.  The

 2  number is down to 1.4.  That's not as available to

 3  seniors.

 4            And lastly, people aren't saving as much

 5  money that -- in 1980 according to the World Bank

 6  21 percent of the GDP was savings.  Today in 2010,

 7  it keeps coming down, it's 15 percent.  So, just a

 8  few numbers to why we are where we are.

 9            Some of the consequences, in Maryland we

10  have 129,000 seniors with long-term care coverage.

11  It provides a valuable benefit.  Long-term care

12  started in the '70s, the late '70s as you know.

13  Maryland had 38 carriers.  I'm excluding the ones

14  that sold it with life insurance.  25 have left.  We

15  are down to 13.

16            Most recently in March, State Farm was

17  the 25th to leave.  So, we keep that in mind as

18  well.

19            So, what has been done?  What is the MIA

20  doing?  What will we do?  What's been done, one, we

21  are the only State that has a 15 percent cap.  I

22  know that's not a panacea.  I know Illinois looked
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 1  at it and didn't do it.  But it's a cap that works

 2  both ways.

 3            I think it grades an increase for the

 4  companies that are really in a bad position or

 5  really slows down how much they can correct.  But

 6  it's significant, and it comes up quite often.

 7            Our largest long-term care insurer,

 8  Genworth, they are, as you may know, contemplating a

 9  merger with China Oceanwide.  And our Commissioner

10  has been very active in looking at the SEC filings

11  and looking at some of the parameters around that

12  deal.  And the increases that have been pursued by

13  Genworth have been on hold until there is more

14  information, there is more questions answered about

15  that, that deal.  That's another example.

16            In the past six months in the actuary's

17  office we are scrutinizing filings.  We are trying

18  to build our own models, improve our own models.

19            We've had, for example, nine insurers

20  submit an average increase of 36 percent.  That's

21  not just in one year.  It's not just a cap.  And the

22  average approved has been 11.5.
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 1            It's more than in the past, and we are

 2  trying to work more with carriers to make sure that

 3  balance is there.  But it's not that the filings are

 4  being taken in, we ask a few questions and we just

 5  approve it.  It's just not the facts.

 6            A lot of times the insurers of their own

 7  volition have -- again how are they held to account,

 8  have priced to a lifetime loss ratio of 100 percent.

 9  Meaning if they take in a dollar of premium, they

10  have agreed to pay a dollar of claims.  No profit.

11  Some have done that on their own.  Not all.  And

12  that's another aspect of what's been done.

13            In Annapolis, there are always many bills

14  about long-term care.  One that came up this last

15  session was to if you have a contingent benefit upon

16  lapse, explore crediting interest on the premiums

17  earned.  That was agreed to be examined further.

18  But it's just an example of those bills put forward

19  to get attention in Annapolis to what can be done.

20            So, lastly what -- what will we do.  Some

21  of the ideas that were put forward by some of the

22  public comments and ones that have come up in
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 1  Annapolis before, are what if you exclude increases

 2  for people over 75.  Again just an idea.  It needs a

 3  lot of vetting, but we will explore every idea.

 4            What about if you get an increase, you

 5  don't get another increase for five years.  Ideas.

 6  But if you're age 75 and you've had the policy for

 7  10 years, how about no more rate increases.

 8            Not all of these work.  And it's

 9  difficult for a business that entered a market to

10  change the rules after the fact.  But for new

11  business trying to at least put ideas out there to

12  conjure other thoughts.

13            And lastly when we scrutinize the

14  filings, there is in some ways two camps, in some

15  cases again the company is already in a bad

16  situation.  They are in duration 15 for example, and

17  they expected to be paying 50 cents on the dollar of

18  premium, and they are paying 110.  That's one

19  situation where it's clear, and we try to work with

20  them to gradually get on a path to find balance.

21            There is other situations where it's very

22  assumption driven and -- as the nature of long-term
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 1  care is, and the financial losses won't come for ten

 2  years, five years.  And those we look a little

 3  closer and we try to understand the seriatim models

 4  that the carriers have.

 5            So, I appreciate again comments.  They

 6  are helpful to us to get another vantage point.  I

 7  hope we have spoken to them a bit.  And I will turn

 8  back to Nancy to moderate and try to answer any

 9  other questions later.

10            COMMISSIONER GRODIN:  Thanks, Todd.

11  Anyone else?  Okay.  All right.  Then we can start

12  with the John Hancock Life Insurance Company,

13  Mr. Plumb.

14            MR. PLUMB:  Good morning, everybody.

15  Thank you, Deputy Commissioner Grodin and your staff

16  for providing us the opportunity to participate in

17  this important hearing today.

18            My name is David Plumb, and I'm vice

19  president of actuary at John Hancock, responsible

20  for the in force pricing of our long-term care.

21            John Hancock first issued long-term care

22  insurance in 1987.  Long-term care services can cost
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 1  hundreds of thousands of dollars, and this can

 2  easily deplete someone's saving and then some.

 3            Pooling an individual's risk with others

 4  through insurance is much more affordable than

 5  trying to earmark savings to cover the potential

 6  costs.

 7            We have an outstanding filing with the

 8  MIA for a policy form that was sold in Maryland from

 9  2007 through 2011 where we requested a premium

10  increase of 15 percent.  This will impact about 1200

11  Maryland insureds, and this plan has not had any

12  prior rate increase.

13            Our original requested increase on this

14  plan was about 27 percent, but we reduced to

15  15 percent to satisfy the annual limit in Maryland.

16  We expect to file for the remaining amount next year

17  with the total of the increase being a little bit

18  more than the 27 percent due to the timing of the

19  implementation.

20            We are not trying to recover any past

21  losses in our filings.  The increases are needed to

22  cover projected future losses.  So, I want to
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 1  explain why we need these premium adjustments.  So,

 2  long-term care insurance is a very long duration

 3  product where people buy in their 50s and most claim

 4  in their 80s.  And long-term care uses and expenses

 5  are difficult to predict for many decades into the

 6  future.

 7            Writers of this important product need to

 8  be able to adjust premiums to reflect emerging

 9  experience.  If this was not structured as a

10  guaranteed renewable product, which gives companies

11  that ability, and companies couldn't raise their

12  rates to reflect experience, it's highly unlikely

13  that any carrier would have ever sold this type of

14  insurance.

15            That would have resulted in millions more

16  people spending virtually all of their savings on

17  care costs and then relying on strained Medicaid

18  programs for their care after depleting their

19  assets.

20            Most of the earlier premium increases in

21  the industry were due to lower than expected

22  voluntary lapses.  Current premium increases are
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 1  more driven by claims and mortality experience.

 2  This is still a relatively young industry, and many

 3  companies have just recently started to get a

 4  significant amount of claims experience at the older

 5  ages and later policy durations which is where the

 6  vast majority of claims are expected to happen.

 7            At John Hancock we are seeing more people

 8  than expected living to older ages where long-term

 9  care events happen.  And we are seeing a higher rate

10  of claims than expected and longer lasting claims

11  than expected for those who do make it to the older

12  ages and after the effects of underwriting have worn

13  off.

14            I would like to point out that our

15  experience on this particular form is actually a

16  little bit better than expected so far.  But this

17  form is fairly new, and so far we've only paid about

18  4 percent of the claims that we ultimately expect to

19  pay.

20            As I mentioned earlier, where our claims

21  are worse than expected are at the older ages and

22  later policy durations.  We have very little
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 1  business in that area on this particular form.  But

 2  we do have a lot of business in that area on our

 3  older similar policy forms.

 4            We're using that information on our older

 5  forms to act earlier on this form.  Waiting until

 6  the adverse experience emerges on this form alone

 7  would result in a much larger increase needed.

 8            As an example, the 27 percent that we

 9  need now, if we were to wait ten years more in order

10  for the adverse experience to emerge on this form,

11  it would be 65 percent rather than 27 percent.

12            With this plan we are not able to offer

13  our future inflation reduction landing spot, because

14  that's only available for plans with a fixed

15  inflation whereas most of these plans have inflation

16  that's linked to the CPI index and others have a

17  guaranteed purchase option.

18            We do offer the typical benefit reduction

19  option such as reducing your daily benefit maximum

20  or shortening the benefit period.

21            So, thank you again for allowing me to

22  address our current filing, and I would be happy to
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 1  answer any questions you may have.

 2            COMMISSIONER GRODIN:  Thank you,

 3  Mr. Plumb.  Any questions from MIA staff?

 4            MR. SWITZER:  Thank you, Dave.  One of

 5  the ideas that have been put forward that we

 6  understand some insurers have adopted are exempting

 7  policyholders over age 75 from rate increases.  I'm

 8  not asking for anything definitive, but is that

 9  something that off the bat is a nonstarter or that

10  can be considered from your standpoint?

11            MR. PLUMB:  I think a couple of problems

12  with that are, so, long-term care is a -- rates have

13  to be increased on a class of business.  You can't

14  single out people for a rate increase, like

15  unhealthy people will have a rate increase versus

16  healthy.  It has to be based on a premium class.

17            And a premium class has never been

18  defined has obtained age, it's always issue age,

19  benefit period, inflation option, and underwriting

20  class.

21            The second potential issue with that is

22  that it may be discriminatory particularly if the
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 1  company is -- if you're not going to be able to

 2  raise rates above a certain age, then that means you

 3  have to raise rates more for people below that age,

 4  then those people are paying more than they should

 5  while others are paying less than they should.

 6            So, I think there is discriminatory

 7  issues there, and then the whole language around

 8  rating class makes that question moot.

 9            MR. SWITZER:  Second, so -- thanks.  I

10  understand that what you filed effects 1,200 of your

11  members in Maryland which is about 5 percent of your

12  total Maryland members.  And you mentioned that

13  mortality is the key assumption.

14            MR. PLUMB:  Morbidity as well, Todd.

15            MR. SWITZER:  Okay.  For this particular

16  5 percent subset if you had to pick one assumption

17  that's the main driver, could you just -- is it

18  morbidity?

19            MR. PLUMB:  I think for this particular

20  one it's morbidity.  I'm just not sure, but I am

21  fairly certain it's morbidity.

22            MR. SWITZER:  Thank you.
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 1            MR. PLUMB:  You're welcome.

 2            MR. MORROW:  Let me ask you real quick.

 3  Does your answer to Todd's first question change if

 4  the General Assembly sides as a matter og policy

 5  they want to put in that 75 year old age level?

 6            MR. PLUMB:  I'm not a lawyer.  I wish I

 7  was sometimes.  But I don't know if there is a

 8  determinatory issue and the General Assembly has

 9  said it's okay to discriminate, does that leave the

10  company off the hook for discrimination lawsuits.  I

11  don't know the answer to that.

12            MR. MORROW:  I'm thinking in terms of the

13  numbers.  I'm not asking about that.

14            MR. PLUMB:  I'm sorry, I don't

15  understand.  So, the issue of not raising rates for

16  people above a certain age and raising rates more

17  for people below that age?

18            MR. MORROW:  Right.  Does that --  does

19  that actually help the experience?

20            MR. PLUMB:  If there were no

21  discriminatory issues, I think that would be fine

22  except for when a company only has people above a
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 1  certain age, it could be devastating for them.  And

 2  some of the older companies that are in dire straits

 3  probably are more in that situation where they

 4  couldn't get any rate increases.

 5            MR. MORROW:  Okay.  Thank you.

 6            COMMISSIONER GRODIN:  Thank you,

 7  Mr. Plumb.

 8            We now have Massachusetts Mutual Life

 9  Insurance Company, Mr. Fawthrop.  You have to spell

10  that for the Court Reporter.

11            MR. FAWTHROP:  Good morning.  My name is

12  Roland Fawthrop F-A-W-T-H-R-O-P.  I'm senior actuary

13  at Massachusetts Mutual Life Insurance Company,

14  MassMutual, responsible for the health product lines

15  which include our individual long-term care

16  insurance products, which is marketed under the name

17  Signature Care.

18            On behalf of MassMutual, thank you for

19  the opportunity to discuss MassMutual's request for

20  in-force premium increases for our closed block of

21  individual long-term care insurance policies.

22            Before discussing our request, I want to
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 1  first provide a brief background on MassMutual's LTC

 2  business.

 3            MassMutual, a mutual life insurance

 4  company, established in 1851 in Springfield,

 5  Massachusetts, began selling long-term care

 6  insurance in 2000 with our Senior Signature Care 200

 7  series.

 8            Since releasing that first product,

 9  MassMutual has introduced five subsequent series -

10  Signature Care 300, 400, 500, 511, and 513.  Our

11  closed block which is the subject of this pending

12  premium rate increase request includes the Signature

13  Care 200, 300 and 400, 500 and 511 series.

14            I would also like to note that despite

15  other companies ceasing sales of their products,

16  MassMutual remains one of those companies committed

17  to selling individual long-term care insurance as we

18  continue to market the 513 series for new sales and

19  are in the process of filing our next series,

20  Signature Care 600.

21            As a business we closely monitor current

22  and emerging market and regulatory conditions as
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 1  well as our own and the industry's claims experience

 2  to insure that the policy features and rates align

 3  to meet today's and tomorrow's maturing population.

 4            Consistent with what other carriers have

 5  found, our emerging and expected experience is

 6  running more adverse than previously expected.  More

 7  specifically as described in our filing, lower

 8  mortality and lapse rates result in a much larger

 9  pool of expected LTC claims, and higher morbidity

10  which is from a combination of higher than expected

11  incidence rates and lower -- longer claims durations

12  result in significantly higher expected claims

13  files.

14            While lower interest rates have a

15  meaningful impact, the biggest drivers of the

16  difference in expected experience are mortality and

17  morbidity.  Given these factors, our company's

18  senior leadership made the difficult decision to

19  file for premium rate increases.  This is the first

20  LTC rate increase request ever made by MassMutual.

21            These premium rate increases are intended

22  to mitigate losses expected to emerge in the future.
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 1  They are not to recover any past losses already

 2  incurred.

 3            In total MassMutual currently has over

 4  73,000 long-term care insurance policies in force

 5  nationally covering about 90,000 insureds as some

 6  policies were issued as joint coverage.

 7            About 54,000 policies or 70,000 insureds

 8  are subject to our nationwide rate increase request.

 9  Of that amount, there are approximately 2,700

10  policies or 3,700 insureds in force in Maryland.

11            The premium increases that MassMutual has

12  filed nationwide are set to achieve a rate level

13  consistent with that on our currently marketed

14  513 series.

15            The filed increases vary by rate series

16  and all available options and riders.  Individual

17  policy rate increases are then capped at one hundred

18  percent.

19            Recognizing Maryland's 15 percent

20  regulatory cap on increases, MassMutual initially

21  requested a multi year phased-in rate increase such

22  that no policy owner would receive a rate increase
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 1  more than 15 percent in any single calendar year.

 2            The cumulative rate increase would then

 3  be capped at 145 percent on each individual policy,

 4  which is the actuarial equivalent of the nationwide

 5  request.

 6            At the request of the Maryland Insurance

 7  Administration, we've amended our filing to limit

 8  this request to just one rate increase capped at

 9  15 percent.  We believe the rate increase is both

10  justified and needed.

11            We anticipate filing additional premium

12  rate increases in the future in order to bring

13  Maryland premium rates on par with the nationwide

14  rate level.

15            Next I will spend a few minutes

16  discussing MassMutual's communication plan which was

17  designed to be as transparent as possible with

18  policy -- policy owners, producers, and insurance

19  regulators.  We know that this is a priority for

20  Commissioner Redmer and the MIA.

21            Prior to our initial premium increase, we

22  engaged with State regulators including Maryland to
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 1  make you aware of the filing and communication plans

 2  in advance of any anticipated media coverage.  We

 3  also engaged with our producers so that they would

 4  be prepared to respond to policy owner questions.

 5            Lastly we want policy owners subject to

 6  the rate increase request to hear this news directly

 7  from the company and not from the media, word of

 8  mouth or an individual publication.

 9            As such we sent a letter to our policy

10  owners notifying them of the potential rate increase

11  on their long-term care policy.

12            Once we have regulatory approval and have

13  implemented the new premium rates in our

14  administrative systems, the company will send a

15  formal increase notification approximately 90 days

16  prior to the effective date of any rate increase

17  with a list of options available to impacted policy

18  owners.

19            The 90 day notification period is meant

20  to provide policy owners time to consider their

21  individual circumstances and options available to

22  them, and to make sound, informed decisions about
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 1  their coverage.

 2            MassMutual is sensitive to the impact

 3  that rate increases may have on policy owners.

 4  Policy owners effected by the premium increase will

 5  have the option of reducing their policy benefits to

 6  provide flexibility of choice for those who wish to

 7  maintain a premium level similar to what they were

 8  paying prior to the rate increase.

 9            The benefit reduction options available

10  to policyholders to mitigate the proposed rate

11  increase may include reducing the daily benefit

12  amount, extending the elimination period, reducing

13  the benefit period, reducing the amount of inflation

14  protection and/or removing optional riders.

15            MassMutual has requested to voluntarily

16  offer a contingent benefit upon lapse to all

17  insureds affected by the premium increase, even if

18  the increase is not considered substantial.

19            In closing, MassMutual understands that

20  the rate increase request is neither popular or

21  ideal.  However in being transparent and empathetic

22  to both our policyholders and to you, the regulator,
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 1  MassMutual hopes to make this process as smooth as

 2  possible.

 3            Thank you for allowing me to participate

 4  in today's hearing.  I am happy to answer any

 5  questions you have.

 6            MR. SWITZER:  Thanks very much.  It's a

 7  little bit of a variation of the question that I

 8  asked Mr. Plumb, the idea of exempting someone, a

 9  policyholder who is age 75 or older and has had a

10  policy for 10 years or more, understanding if you

11  echo John Hancock's concerns, I would be interested

12  in that.

13            But barring the legal issues for the time

14  being, actuarially would this variation, reducing

15  the actuarial impacts somewhat, comments on the

16  feasibility of the idea or perhaps a modification of

17  the idea, please.

18            MR. FAWTHROP:  So, I do echo the comments

19  from John Hancock.  The contribution principle which

20  is an actuarial bedrock includes making sure that

21  you are not shifting the cost from one group to

22  another group.
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 1            I am not an attorney, but I do have some

 2  similar concerns about potential litigation that

 3  would follow that.  And there would likely -- if

 4  you're not -- if you're capping coverage or

 5  increases above a certain age, 75, 80, whatever that

 6  age may be, there will be an affect on -- with some

 7  companies that they will have to pass that increase

 8  onto other policyholders.

 9            I don't have a great solution at hand for

10  that right now.

11            MR. SWITZER:  I appreciate that.  How

12  about the new planning on your Signature 600, what

13  if your brand new plan you knew up front that was a

14  policy feature theoretically?

15            MR. FAWTHROP:  If that's a policy feature

16  theoretically and is something that we could build

17  into the policy form, that protects us much better

18  than doing something where we may be exposed.

19            MR. SWITZER:  Right.  Last question.  So,

20  as you aligned, 3,700 Maryland members affected by

21  the filing you have with us.  That's about 80

22  percent of your total Maryland block.
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 1            You mentioned that the rate increase is

 2  not to recoupe any past losses.  One of the unique

 3  things that I noticed in looking at the Form 5, the

 4  financial statements, is that for all of Maryland's

 5  business, MassMutual's business in Maryland, the

 6  loss ratio so far I think through duration of '17,

 7  it's 14 percent.  Nationwide it is 14 percent.

 8            I see for these forms, the 80 percent

 9  subset, the loss ratio so far is 10 percent.  By our

10  models we expect it to be 30 to 40 percent.

11            So, I'm just -- have you incurred losses

12  so far?  Are you -- are there past losses to recoup

13  so far?

14            MR. FAWTHROP:  The -- it's a great point.

15  There are not material losses in the past.  What

16  happens with the loss ratios when you have

17  significantly lower lapse rates and mortality rates,

18  is there is a much larger pool of people than you

19  anticipated.

20            MR. SWITZER:  Right.

21            MR. FAWTHROP:  That pool in the early

22  years is paying premium which will drive your early
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 1  duration lapse loss ratios down, but has a

 2  significantly negative impact on those long-term

 3  loss ratios.

 4            So, most of the -- the need, I'd say

 5  almost all of the need for the premium rate increase

 6  is from what we expect to happen in the future.

 7            MR. SWITZER:  Thanks very much.

 8            MR. MORROW:  I just want to make sure I'm

 9  clear about one thing.  You mentioned this is the

10  first rate increase request ever by MassMutual.

11            MR. FAWTHROP:  That's correct.

12            MR. MORROW:  Nationwide, not just in

13  Maryland?

14            MR. FAWTHROP:  That's correct.

15            MR. MORROW:  And just I assume this is

16  going to come up later so I'm just going to ask it

17  now, have you ever considered not paying dividends

18  or not paying as large a dividend, and taking some

19  of that money to use it to cover some of the

20  long-term care expected experience or losses later?

21            MR. FAWTHROP:  So, even with this premium

22  rate increase that we are asking for, the loss
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 1  ratios are still well -- nationwide increase are

 2  still well above a hundred percent.  So, our

 3  participating policyholders, if we were to even

 4  receive the full nationwide request, would still be

 5  sharing a significant piece of the claims experience

 6  in the future.

 7            That said Massachusetts Mutual is a

 8  participating policy owned company.  And to what

 9  extent should all of our in-force policyholders pay

10  for the significant increase in claims cost for a

11  particular block?  Should they pay for all of it, a

12  part of it?

13            So, there was a lot of discussion about

14  that.  And we thought we had ended up with an

15  equitable decision.

16            MR. MORROW:  So, it has been discussed.

17            MR. FAWTHROP:  It has been.

18            MR. MORROW:  Okay.  Very good.  Thank

19  you.

20            MR. ZIMMERMAN:  Just one question for you

21  regarding the assumptions, I see that Milliman, you

22  worked with Milliman on the filing.
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 1            MR. FAWTHROP:  Yes.

 2            MR. ZIMMERMAN:  So, what percentage -- is

 3  there any credibility with actual company experience

 4  for the assumptions, or are all they Milliman based?

 5            MR. FAWTHROP:  The assumptions are

 6  Milliman based, but they did use our experience and

 7  there was credibility as to the experience.

 8            MR. ZIMMERMAN:  Okay.  Thank you.

 9            COMMISSIONER GRODIN:  If I could just

10  confirm, did you say that you had sent a letter to

11  your policyholders already in anticipation?

12            MR. FAWTHROP:  Yes.  We first filed for a

13  rate increase I believe it was on May 20th in the

14  Commonwealth of Massachusetts, which is our

15  domiciliary state.  That was on Monday.  By Friday

16  of the same week we had sent -- mailed the letter to

17  all of our 54,000 policy owners letting them know

18  that we're beginning this process.  And -- and that

19  they could call into our administrative office with

20  any questions and also work with their producer to

21  answer any questions but that it was going to be a

22  lengthy process.
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 1            We did not want them to hear about that

 2  from an outside source.  We wanted to be as

 3  transparent as we could with the policyholders.

 4            COMMISSIONER GRODIN:  Thank you,

 5  Mr. Fawthrop.

 6            Next up we have MedAmerica Insurance

 7  Company, Mr. Kinney.

 8            MR. KINNEY:  Good morning, Deputy

 9  Commissioner Grodin, Mr. Switzer, Administration and

10  guests.  Thank you for the opportunity to appear

11  regarding our long-term care premium rate increase

12  filing.

13            My name is Patrick Kenny.  I'm the

14  manager and actuary for LTC pricing at MedAmerica

15  Insurance Company.  MedAmerica sold standalone

16  long-term care policies nationwide in 1987 through

17  early 2016.

18            Although the company ceased sales at that

19  time, we remain committed to provide promised LTC

20  benefits to over 100,000 people across the country

21  including almost 400 in Maryland who rely on us to

22  continue their coverage long into the future.
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 1            Adverse experience in policy persistency

 2  and morbidity and interest earnings threatens the

 3  financial health of the LTC industry.

 4            MedAmerica is a monoline LTC company with

 5  no other insurance products to offset projected

 6  shortfalls from long-term care coverage.  We believe

 7  the premium rate increases are necessary now to

 8  insure our ability to pay LTC claims in the long

 9  term.

10            We need to place our closed block LTC

11  products on a sound financial footing for the

12  future.  Today's hearing concerns our requested 4.2

13  percent premium rate increase on our "Simplicity ii"

14  product.

15            This policy form was issued in Maryland

16  from June 2008 through April 2014 covering 140

17  insureds in the state.

18            Our current request is a follow-up to a

19  15 percent rate increase filed by the Maryland

20  Insurance Administration in December 2015 and the

21  4.3 percent increase submitted in March 2017 and

22  filed in January of this year.
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 1            If accepted by the Administration, the

 2  current 4.2 percent request will bring the

 3  cumulative rate increase in Maryland up to the

 4  25 percent increase that MedAmerica determined to be

 5  necessary to certify to rate stability on this

 6  policy form.

 7            Implementation of this rate increase will

 8  take place no earlier than one year after

 9  implementation of the prior increase, so that no

10  policyholder will receive more than one rate

11  increase within 12 months.

12            Since the time of our 2015 and 2017 rate

13  increases, MedAmerica has updated its actuarial

14  assumptions for morbidity and persistency, including

15  two years of additional claims experience.  And we

16  actually increased our interest assumption from 4.5

17  percent to 5.0 percent which is closer to the 5.25

18  percent assumed in the original pricing increase of

19  the product.

20            The net effect of these assumptions is

21  that the projected lifetime loss ratio prior to any

22  rate increases has not changed significantly from a
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 1  prior filing.  Deterioration in other actuarial

 2  assumptions was offset by the change in the interest

 3  rate due to the company's revised future investment

 4  policy.

 5            We concluded that the original 25 percent

 6  cumulative rate increase remains appropriate, and

 7  the current request for a 4.2 rate increase to take

 8  effect in 2019 will bring us to that level.

 9            Similar to prior increases, MedAmerica is

10  offering insureds affected by the premium increase

11  the option of reducing their policy benefits to

12  provide flexibility of choice for those insureds who

13  wish to maintain the premium level similar to what

14  they were paying prior to the rate increase.

15            Furthermore MedAmerica is offering

16  contingent nonforfeiture benefit to all insureds

17  affected by the rate increase which means the

18  policyholder who lapses premium payments due to the

19  requested rate increase remains eligible to receive

20  some level of paid-up benefit in the future.

21            To help consumers navigate their options

22  to continue premium payments, accept a reduced
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 1  paid-up CNF benefit or find a benefit reduction

 2  option that best suits them, our insureds are

 3  encouraged to call our toll free customer service

 4  phone number.  Because each policyholder is unique,

 5  MedAmerica works with each person individually.

 6            MedAmerica takes pride in providing

 7  quality claims service to our insureds.  95 percent

 8  of claimants surveyed rate their experience with

 9  MedAmerica as above average or excellent.  And our

10  average time to pay a claim is six days or less.

11            We believe this service excellence is a

12  critical component to fulfilling our promises of

13  taking care of our insureds, and we plan to continue

14  to provide this level of service going forward.

15            In closing, I would like to reiterate

16  that despite the fact that we no longer sell

17  long-term care insurance, MedAmerica remains

18  committed to delivering on all of our promises to

19  our customers.

20            Granting actuarially justified rate

21  increases will help assure we have the financial

22  strength to continue providing the benefits and
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 1  service our insureds expect and desire.

 2            Thank you for your time and

 3  consideration.  I am happy to answer any questions

 4  at this point.

 5            COMMISSIONER GRODIN:  Thank you,

 6  Mr. Kinney.

 7            MR. SWITZER:  Thanks very much.  So, I

 8  gather that the 140 members, Maryland members that

 9  your current submission applies is about 28 percent

10  of your total Maryland members, something like that?

11            MR. KINNEY:  We have about 400 in

12  Maryland.

13            MR. SWITZER:  I also -- to get context

14  that so far these members have lifetime had an

15  increase of about 19.9 percent.  You want to get up

16  to the 26 or --

17            MR. KINNEY:  25.

18            MR. SWITZER:  25.  So, my question is,

19  enrollments at 140, you stated it's a closed block,

20  can only decline obviously.  Roughly estimate that

21  the 4.2 percent that was requested would represent

22  about $15,000 in additional revenue per year.  Is
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 1  there a diminimus level where enrollment maybe

 2  reaches below a hundred or below 50 where maybe

 3  it's -- the increases aren't -- aren't worth all the

 4  filing just because you've got to such low numbers?

 5  It's just something that has come up before, and I'm

 6  curious as to your thoughts.

 7            MR. KINNEY:  For us that number would be

 8  well below a hundred.  More like single digit

 9  policyholders before we consider not submitting as

10  part of a nationwide rate increase.

11            MR. SWITZER:  As part of the nationwide.

12  Okay.  Thank you.

13            COMMISSIONER GRODIN:  I'm just curious,

14  you may have mentioned this, do you know the average

15  age of your policyholders in Maryland?

16            MR. KINNEY:  I don't have that statistic.

17            COMMISSIONER GRODIN:  Okay.  Thank you --

18  or, I'm sorry.

19            MR. ZIMMERMAN:  I was looking at the

20  filing, and we're at an average duration of 8, 9

21  approximately for this policy series.  I noticed

22  that the AD loss ratio for the cumulative loss ratio
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 1  is about 1.6.  You expect that at this time to be

 2  about 5 percent, the actual loss ratio is 8 percent.

 3  So, I'm just wondering if there has been any

 4  analysis done to determine what has caused this at

 5  such an early duration.

 6            MR. KINNEY:  In this case it's mostly

 7  persistency.  And since our last study, we've

 8  updated our morbidity assumptions as well.  That's

 9  contributed a little bit to the deterioration.  You

10  can see that the claims --

11            THE REPORTER:  Speak up.

12            MR. KINNEY:  The claims in the last two

13  years, the actual experience has been worse than

14  projected and two years ago as well.

15            MR. ZIMMERMAN:  Thank you.

16            COMMISSIONER GRODIN:  Thank you very

17  much.  All right.  Next we have Senior Health

18  Insurance Company of Pennsylvania.  Mr. Anderson.

19            MR. ANDERSON:  Good morning.  I would

20  like to thank Deputy Commissioner Nancy Grodin and

21  her staff and the others with Maryland Insurance

22  Administration for giving me the opportunity to

�

0047

 1  speak on behalf of Senior Health Insurance Company

 2  of Pennsylvania, otherwise known as SHIP.

 3            My name is Duane Anderson.  I'm

 4  responsible for the rate increase effort at SHIP as

 5  well as supporting functions including IT and

 6  operations.  We work closely together to evaluate

 7  whether SHIP's current premium rates are an accurate

 8  reflection of anticipated future claims based on

 9  actuarial projections.

10            Milliman is our partner in the actuarial

11  work.  In the past years they have been here with us

12  at this meeting.  Today they couldn't be here.

13            My plan today is to provide a brief

14  company history, the rate increases SHIP is seeking,

15  and alternative options to the rate increases.

16            To be sure, SHIP is aware of the extreme

17  difficulty these rate increases put upon

18  policyholders and continues to explore ways to

19  mitigate the necessary rate increases.

20            I would like to start with a brief

21  company history.  SHIP was formed in 2008.  It's

22  legacy business consists of long-term care blocks
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 1  from American Travellers and Transport Life

 2  Insurance Company which merged in 1998 and became

 3  Conseco Senior Health Insurance Company.

 4            In 2008 the company was transferred to

 5  Senior Health Care, an oversight trust.  The trust

 6  was given the responsibility to take ownership of

 7  SHIP and oversee the runoff of its closed blocks of

 8  long-term care insurance.

 9            The trust and SHIP operate exclusively

10  for the benefit of the policyholders, and we seek to

11  maintain solvency through the remaining life of the

12  company so that all obligations to policyholders may

13  be met.

14            SHIP exists for the sole purpose of

15  meeting long-term care policyholder needs.  We

16  operate without a profit motive, and we will never

17  attempt to recover past losses.

18            The trust is controlled by four former

19  Commissioners of Insurance and the former president

20  of the Society of Actuaries.

21            When SHIP was formed in 2008, there were

22  150,000 active policyholders on policies written
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 1  between the late '70s and 2003.  Today there are

 2  57,000 total active policyholders across the states.

 3            In Maryland 4,300 policies were

 4  originally written on 20 policy forms.  Today there

 5  are 1,092 active policyholders in Maryland.  Again I

 6  believe the denominator is 214, I heard earlier in

 7  the presentation.

 8            SHIP's decision to file for rate

 9  increases was made after in-depth analysis of the

10  experience relating to policies that are the subject

11  of these filings.

12            SHIP has filed for these increases in

13  light of the information that has emerged over the

14  years these policies have been in force, including

15  claims experience and persistency.

16            Projected claims are higher than

17  expected, compounded by persistency which is higher

18  than expected.  We are requesting a 15 percent rate

19  increase capped due to the Maryland limit on

20  policies with a 5 percent compounded inflation

21  benefit with unlimited duration.

22            For Maryland this impacts all 1,092
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 1  policyholders.  In our standing rate filing SHIP has

 2  shown we were able to justify a multiple over

 3  100 percent premium rate increase in Maryland.  SHIP

 4  is not seeking that higher rate.  However, we will

 5  need to continue to file rate increases in Maryland

 6  due to the rate cap of 15 percent.

 7            Given the rate increases necessary, in an

 8  effort to provide policyholder options to retain

 9  benefits under their policies, SHIP has proposed a

10  variety of options for the policyholders to mitigate

11  the rate increase.

12            Under the first option, SHIP is offering

13  our policyholders to drop their inflation going

14  forward while maintaining their current accumulated

15  benefits, with a reduction of premium of 40 percent.

16  This means the current daily benefit amount will

17  remain constant in the future.

18            Additionally SHIP is offering an

19  opportunity for a 30 percent premium reduction in

20  exchange for an increase in the elimination period

21  zero to 110 days.

22            SHIP is also offering policyholders the
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 1  ability to select a nonforfeiture option and avoid

 2  paying any future premiums.  Under this option, SHIP

 3  will pay for the eligible expenses up to the total

 4  premium that's been paid to-date less any benefits

 5  that have been paid on the policy thus far.

 6            Finally, policyholders can select other

 7  options of reduced benefits such as benefit periods

 8  and daily benefit amounts in an effort to reduce or

 9  keep premiums at their current rates.

10            As mentioned SHIP understands the

11  challenges rate -- challenges rate increases have on

12  our policyholders.  However, rate increases are

13  needed to help insure future premiums will be

14  adequate to fund the anticipated claims.

15            We actively manage and monitor the

16  performance for our business updating actuarial

17  studies on an annual basis to make sure we will be

18  able to be there when our policyholders needs us

19  most which is at the time of claim.

20            We will continue this dedication in the

21  future.  To restate, the trust and SHIP operate

22  exclusively for the benefit of policyholders, and we
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 1  seek to maintain solvency through the remaining life

 2  of the company so that all obligations of

 3  policyholders may be met.

 4            I would like to thank everyone for

 5  participating today for their time and attention,

 6  and we're happy to take questions from the Maryland

 7  Insurance Administration now.

 8            COMMISSIONER GRODIN:  Thank you,

 9  Mr. Anderson.

10            MR. SWITZER:  Thanks again.  So, I see

11  that your situation is a little different in that

12  from the Form 5 lifetime loss ratio in Maryland is

13  103 percent.  So, you're paying more in claims than

14  premium.  I recognize that.

15            I just want to make sure that I

16  understand what you said, that I'm doing the math

17  right.  That I got that the lifetime increases on

18  this form so far have been 300 percent.  And that

19  your need, as you calculated it, is 100 percent.

20  So, you will need to keep the -- the company sees

21  themselves needing to keep filing 15s until you --

22  to get a lifetime increase of about 400 percent.
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 1            MR. ANDERSON:  Uh-huh.

 2            MR. SWITZER:  Thanks.

 3            COMMISSIONER GRODIN:  Thank you,

 4  Mr. Anderson.

 5            MR. ANDERSON:  Thank you.

 6            COMMISSIONER GRODIN:  That concludes the

 7  portion of this program to hear testimony from the

 8  carriers.  I would like to turn now to the

 9  individuals who have signed up to speak on our

10  sheet.  The first one is Mr. Burgan.

11            MR. BURGAN:  Good morning, everyone.  My

12  name is Elwood Barry Burgan.  I am a policyholder.

13  I'm not an attorney; I'm not an insurance agent.

14  But I am policyholder.

15            THE REPORTER:  Hold it closer.

16            MR. BURGAN:  Is a fellow by the name of

17  Ben Bigalo (phonetic), is he still with your agency?

18  I spoke with Ben -- let's see.

19            MR. MORROW:  Ben Legow?

20            MR. BURGAN:  Pardon me?

21            MR. MORROW:  Ben Legow.  L-E-G-O-W.

22            MR. BURGAN:  Hold on.  Hold on a second.
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 1  I have it here.  I have his name here.  It has to do

 2  with my wanting to know why the Section 11-704 by

 3  the Maryland Insurance Code has -- is allowing these

 4  insurance companies to increase my rate or anyone's

 5  rate an additional 15 percent per year.

 6            Now in calling down to the agency, Ben

 7  Legow, I'm sorry, L-E-G-O-W.  (Inaudible.)

 8            THE REPORTER:  You've got to put it to

 9  your mouth so I can hear.

10            MR. BURGAN:  Is Ben Legow still here?

11            MR. MORROW:  He's not.

12            MR. BURGAN:  He's not.  Thank you.  I

13  also spoke with -- because I have a letter on his

14  behalf, and it states that if -- that I was not to

15  have an increase bestowed upon me this year, but yet

16  I received a letter stating from CNA that I have

17  been increased the 15 percent as authorized by MIA.

18            Now, I also called and spoke with -- is

19  there a Mary Kwei here?  Is that how you --

20            MS. KWEI:  Mary Kwei.

21            MR. BURGAN:  Kwei, that's you.  Okay.  I

22  spoke with you several times this past week, I
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 1  believe in regards to my policy.  And it has to do

 2  with the age stipulation.  I even had my State

 3  Senator whom I contacted try to get a clarification

 4  on the age stipulation that's incorporated under

 5  your letterhead, MIA letterhead, stating that there

 6  can be increase up to -- up to -- up to the age of

 7  75.

 8            Now, it's clearly in writing here under

 9  your letterhead.  Up to means that I can be -- have

10  this increase to my policy but up to the age of 75.

11  I will be 75 next year.  So, even though I received

12  a letter from Ben Legow telling me that I wouldn't

13  be increased, I can substantially foresee the

14  increase to my policy at this time.

15            But I am on a fixed income.  I'm a

16  disabled veteran.  I'm on a fixed income.  I cannot

17  continually afford 15 percent year after year after

18  year after year after year.  I just can't do it.

19  So, I need your help.

20            As a veteran, it's the greatest country

21  in the world.  I fought for this country, and I'm

22  proud to say that I fought for this country.  But I

�

0056

 1  need your help.  And I'm sure I'm not the only one

 2  that's in that category, that age category.

 3            But again it clearly states in your

 4  letterhead up to the age of 75.  So, I employ you to

 5  help me.

 6            I also had contacted the news media and

 7  left a message with -- with one of the news

 8  broadcasters concerning this matter.  And I have

 9  also consulted an attorney.  And I was told to ask

10  if this up to the age of 75 does not concur, then

11  where is it in writing that stipulates that it does

12  not incur.  Where I have it in writing here, where

13  is it that it's not to be.

14            MR. MORROW:  So, Mr. Burgan, I don't know

15  the specifics of your case.  Obviously you talked to

16  Ben and Mary.  But I'm happy to talk with you with

17  Mary after -- after this hearing, and I'm happy to

18  look at the letter.

19            MR. BURGAN:  Yeah.

20            MR. MORROW:  Again --

21            MR. BURGAN:  I can show it to you.  This

22  is evidence, however you want to do it.
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 1            MR. MORROW:  I'm happy to talk to you

 2  afterward.

 3            MR. BURGAN:  Maryland Insurance

 4  Administration.

 5            MR. MORROW:  I understand.  I understand

 6  your issue, and I hear you very clearly.  You

 7  cannot --

 8            MR. BURGAN:  Please.  I need help.  I'm

 9  sure I'm not the only one, but I am a disabled

10  veteran.  I am on a fixed income, and I need your

11  help.

12            MR. MORROW:  Very good.  And we will talk

13  when the meeting is over about your specific

14  situation.  I will be happy to look at the letter.

15            MR. BURGAN:  Thank you for your time.

16            MR. MORROW:  Thank you.

17            COMMISSIONER GRODIN:  And next is Mr. --

18  it's either Huntman or Hutman.

19            MR. HUTMAN:  Hutman.

20            COMMISSIONER GRODIN: Hutman, thank you.

21            MR. HUTMAN:  Thank you, Deputy

22  Commissioner Grodin, members of the MIA staff for
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 1  the opportunity to talk to me.

 2            My name is Ed Hutman.  I'm an insurance

 3  broker.  I represent a number of different

 4  companies.  I have placed policies with 10 different

 5  carriers since I started writing long-term care

 6  insurance in 1991.  I have well over a thousand

 7  Maryland clients many of whom will be affected by

 8  the outcome of today's hearing.

 9            My wife and I are owners of two long-term

10  care policies - one purchased from CNA in 1991 and a

11  Genworth policy purchased in 2001.

12            Since I last testified at a MIA hearing

13  in April of 2016, some things have changed for the

14  better, but unfortunately some have not.  I applaud

15  the MIA that it has taken steps to increase

16  transparency through these Statewide meetings and

17  information provided on the MIA website.  Both have

18  helped the consumer gain a better understanding of

19  what's happening to their policies when an

20  MIA-approved rate increases will occur, and for

21  those who have the background and who can understand

22  the filings, the company's perspective of why they
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 1  think increase in premiums is warranted.

 2            I'm happy for the transparency.  I hope

 3  it continues.  But the unaddressed question remains,

 4  why should poor performance numbers in large part

 5  caused by insurance company business errors made

 6  years ago be a policyholder problem?  This is the

 7  elephant in the room.

 8            I assume that the data provided by the

 9  companies in their rate increase request filings are

10  correct.  If past history is any indicator, the MIA

11  will look carefully at the numbers, carefully

12  evaluate these numbers.  And if the numbers meet MIA

13  requirements, the rate increases will be approved.

14            But what if the premise underlying the

15  numbers is false?  What if the numbers are

16  misleading?  How are adjustments for business errors

17  reflected in the numbers presented in the filings?

18  Sometimes numbers tell only part of the story.

19            When one of two parties to an agreement

20  make a business mistake, which one should suffer the

21  consequences of that mistake?  It appears the answer

22  continues to be the Maryland consumer.
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 1            In the process used by MIA to determine

 2  whether increases should be granted, how are the

 3  companies held to account for poor business

 4  decisions they make?  What metric does the MIA take

 5  into consideration in weighing the extent to which

 6  underperformance of these policies is caused by

 7  business mistakes made by the insurance companies

 8  many years ago?

 9            How are the companies held to account for

10  the errors they made in establishing overly

11  aggressive or inadequate underwriting standards and

12  pricing for the long-term care policies they sold?

13  How are the companies held to account for the

14  considerable morbidity assumption errors they made?

15            How are the companies held to account for

16  the true but misleading statements made in consumer

17  brochures they provided that induced the Maryland

18  consumer to purchase their long-term care insurance

19  policies?

20            Let me give you a little bit of history.

21  I started selling long-term care insurance in 1991.

22  Another thing that occurred in 1991 was the

�

0061

 1  publishing in the New England Journal of Medicine, a

 2  Kemper-Murtaugh study.  And I'm sure all of the

 3  actuaries in the room are familiar with that.

 4            And this is where we derived the data

 5  that two out of five people would likely need

 6  long-term care.  That half of the people would

 7  require care for 90 days or less, and that of the

 8  other half, one out of f ive would require care for

 9  five years or longer.

10            This is the most extensive study that's

11  been conducted in long-term care at the time.  1991

12  this information was known.  By 1996 the companies

13  realized that their underwriting requirements were

14  wide of the mark, and some of the companies started

15  to make changes in their underwriting standards.

16            If a person had had a stroke, they no

17  longer could get a policy with some of the carriers

18  as an example.  By the end -- by 1998 the companies

19  knew that their persistency numbers were wrong.  Way

20  wide of the mark.

21            So, let's fast forward to 19 -- to 2001.

22  Kemper-Murtaugh study 10 years ago.  Okay?  1996
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 1  they knew the underwriting was wrong.  1998 they

 2  knew the persistency numbers were wrong.  And

 3  companies had already started to make the changes.

 4            So, it's 2001, and let's put on your

 5  consumer hat.  Each of us in this room is a

 6  consumer.  What if you were purchasing a long-term

 7  care policy and the inside cover of the Genworth

 8  policy brochure, one of the three companies that

 9  you're considering states, while GE's long-term care

10  division reserves the right to raise future premiums

11  for all policyholders by State, it has never had to

12  do so since it pioneered long-term care insurance

13  more than 25 years ago.  And your premiums will

14  never increase due to changes in your health status

15  or age.

16            Or if you look at the second carrier, the

17  first statement in the brochure was John Hancock, a

18  name you can trust.  Rely on us, your partner in

19  care.  Turn to a leader in long-term care insurance.

20  When it comes to long-term care insurance, you want

21  to be sure that the company behind your policy is in

22  it for the long term.  Established 140 years ago,
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 1  John Hancock is a pioneer in the long-term care

 2  field, issuing our first policy in 1997.  And today

 3  we serve more than 300,000 long-term care insurance

 4  policyholders.

 5            Or do you look at MassMutual?  Who touts

 6  its financial strength and states it has paid

 7  dividends to participating policyholders every year

 8  since 1869.  Yet is requesting a rate increase

 9  today.

10            What are you, the Maryland consumer, to

11  infer from these representations?  Wouldn't you

12  reasonably assume that these companies with so much

13  financial strength and experience knew what they

14  were doing and had priced their policy based on

15  knowledge and experience.

16            I have an 86 year old, an 80-year old

17  couple who have seen their premiums almost double as

18  a result of the five rate increases that have been

19  granted by MIA since 2008.  They made carefully

20  considered planning decisions based on the

21  reasonable expectation that the insurance company

22  knew what it was doing.  After all in the policy
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 1  brochure it said that the company had never had a

 2  rate increase.

 3            They have paid $98,000 in premiums

 4  to-date.  They will continue to pay premium

 5  increases because they feel they have no other

 6  viable option.  They don't want to reduce their

 7  coverage because they see friends and family,

 8  contemporaries needing care as they age.  However,

 9  as these increases have continued, I see more and

10  more of my clients compromise their original intent

11  when they purchased this important coverage by

12  reducing their benefits or in some cases lapsing

13  their policies because the premiums have become too

14  high.

15            Nonforfeiture benefits provide at best a

16  very few months of coverage.  The decisions they

17  have been forced to make because of their financial

18  circumstance will leave them with greatly reduced

19  benefits at the time they need care.

20            When they asked me, Ed, when can I expect

21  these rate increases to stop?  All I can tell them

22  is I don't know.  And the MIA is limited in what it
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 1  can do when an insurance carrier requests a rate

 2  increase, and that they should expect the rate

 3  increases to continue.

 4            We all look to the MIA not only to review

 5  carefully all rate increase requests but to protect

 6  the consumer by giving the appropriate pushback to

 7  these requests.  It's up to the MIA to help build on

 8  the transparency steps that have already been made

 9  by taking the additional steps necessary to create

10  the stable environment necessary to rebuild consumer

11  confidence in this important coverage.

12            It's time to put an end to the seemingly

13  endless rate increases which not only hurt the

14  consumer but the State of Maryland as well because

15  of the additional burden that will be placed on

16  Medicaid.

17            It's time for the companies to accept

18  responsibility for their significant mistakes and

19  stop knocking on MIA's door asking for relief from a

20  situation that they created.

21            From the MIA website, the Agency's goal

22  is to provide efficient, effective service to both
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 1  the consumers of insurance products and the

 2  insurance industry.  The Maryland Insurance

 3  Administration best serves its core constituent by

 4  assuring fair treatment of consumers.

 5            By what measure can these constant

 6  increases be considered fair?  If the problem is

 7  that the MIA believes the law limits its efforts on

 8  behalf of the Maryland consumer, then let us know

 9  what legislation needs to be enacted to untie your

10  hands.

11            If the MIA believes that based on current

12  law that it must continue to permit these rate

13  increases, I echo my colleague Karen Kerland's

14  written testimony in suggesting that the following

15  steps at a minimum be taken that -- be taken to

16  create a fair environment.

17            No. 1, exclude policyholders age 75 and

18  older from these increases.  This has already been

19  mentioned.  And the term that was used that really

20  bothered me was the term discriminatory.  They can't

21  make the changes because you -- they could not limit

22  at age 75 because it would be discriminatory.
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 1            Let me tell you what the word

 2  discriminatory means as far as my clients.  I have

 3  clients in their 80s, and they are presented with a

 4  fact that their premiums are going to dramatically

 5  increase with John Hancock 32 percent, or they are

 6  given an option, they can have a landing spot of 4.3

 7  percent.  Okay.

 8            But if they require care in ten years and

 9  they take the 4.3 percent option, they have saved a

10  couple thousand dollars -- several thousand dollars

11  in premium in the short run.  And in the long run it

12  will cost them tens of thousands of dollars at the

13  time they need care.

14            And this story can be told again and

15  again and again.  I see it all the time.  I live it

16  every day.  And there is leveraging too because when

17  you have a level -- it's only a 15 percent increase.

18  But a 15 percent increase to a 55 year old versus a

19  15 percent increase to an 80 or 85 year old, a big

20  difference in terms of absolute dollars.

21            And the actuaries in the room know that

22  I'm absolutely right in that statement.  That's
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 1  where the discrimination takes place.

 2            The increases are much, much larger at

 3  older ages.  It has a much greater impact on people

 4  who are older.  And, so, what we are doing is we are

 5  at the expense of these older policyholders, the MIA

 6  is guaranteeing the bottom line of insurance

 7  companies.

 8            What the actuaries mentioned was all we

 9  want to do is to get back at break-even.  And what I

10  am saying is, you made mistakes, absorb the losses.

11  It is a -- it is a shareholder problem not a

12  policyholder problem.  And you just have to accept

13  the losses.  Because what is happening is incredibly

14  discriminatory.

15            Continue the 15 percent limit in

16  Maryland.  Once a rate increase has been granted, no

17  additional rate increases shall be implemented for a

18  period of time of five years.  Going forward once a

19  policyholder has held a policy for ten years or more

20  and has reached age 75, there should be no rate

21  increases.

22            I ask the companies to work with the MIA
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 1  to find an answer.  I understand the company's

 2  problem.  If the company were here in the State able

 3  to -- providing policies and if they weren't able to

 4  pay claims, that would be a problem.

 5            But MassMutual, is that really a problem?

 6  John Hancock, is that really a problem for you?  Are

 7  you financially going to go under because of this?

 8  You made mistakes.  Absorb the losses.  Stop

 9  foisting this on the consumer.

10            I know we all want to provide the

11  consumers with a fair insurance environment so the

12  important financial decisions that are made are

13  based on reasonable expectations of premium costs as

14  well as policy performance.  Transparency is a good

15  first step.  Fair accountability should be the

16  second.  Thank you.

17            COMMISSIONER GRODIN:  Thank you,

18  Mr. Hutman.

19            MR. SWITZER:  Thank you very much.  I

20  regret if this is redundant, but I just wanted to

21  see if it elicited some more thoughts from you

22  because I am interested, to state the obvious.
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 1            So, as far as who bears the brunt of the

 2  consequences of what's happened, one more time on

 3  what's being done so far, the 15 percent cap.  We

 4  covered that.  The other that the companies when

 5  they originally priced these policies generally

 6  speaking, every assumption was exactly right,

 7  expected over the life of the 20, 30 years of the

 8  policy to pay out 60 percent of premium in claims.

 9  So, the rest are brokers, administrative costs,

10  everything else.

11            So, another way that consequences are

12  being felt is that again some companies are pricing

13  for the break even.  I know you spoke to that.

14  We've also -- there has been laws that for all the

15  business here forward it has to be 85 percent, not

16  50 or 60.  There has to be some consequence there.

17            If the company hasn't asked for 80, the

18  MIA has looked at lifetime loss ratios up to 80 or

19  so for the reasons that you have laid out.

20            I appreciate what you passed on in the

21  brochures, and I thought it was interesting that

22  Company A said it at the time, while the company
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 1  reserves the right to raise future premiums for all

 2  policyholders by State and class, it has never had

 3  to do so since it pioneered long-term care.  And

 4  your premiums will never increase due to a changes

 5  in your health status or age.  I understand from the

 6  consumer, that's perceived a certain way.

 7            For nonforfeiture, we have tried to

 8  advocate for -- obviously if I were -- had long-term

 9  care and had invested so many years of premium in, I

10  would be very reluctant to just lapse.  I have got a

11  lot of skin in so far.

12            So, trying to at least make -- for those

13  who have to lapse, it more advantageous for them to

14  lapse.  They will be left with some money to pay

15  claims.

16            We have reduced even the 15 percent

17  increases here at the MIA when it's warranted by the

18  actuarial facts as we see them.  We have brought up

19  ideas such as if you have new policies, to have a

20  little mercy for people over age 75.  As you have

21  alluded, that's another way.

22            We have always looked at, is this the
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 1  first increase in quite a long time?  Maybe -- and

 2  it's been brought up that waiting has a lot of

 3  premium increase implications if you haven't acted

 4  earlier.  Grading increases.  We've also tried to

 5  employ rigor, that you are projecting things that

 6  will get very bad in the future, that demonstration

 7  needs to be airtight.

 8            So, these are some of the things that we

 9  looked at.  And I understand where you're coming

10  from.  But I think in summary my question for you

11  is -- I know I have stated again what the charges of

12  the actuaries, not inadequate, not excessive, not

13  discriminatory.

14            But from what's being done so far, the

15  question is is it enough.  And we're still asking

16  ourself that question constantly.  But is only a

17  denial what you feel is the right course?  I don't

18  know if that's the right way to ask the question,

19  but I hope you know where I'm coming from.

20            MR. HUTMAN:  I don't think denying the

21  rate increases is necessarily the answer.

22            MR. SWITZER:  Okay.
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 1            MR. HUTMAN:  My concern is the extent and

 2  the continuity in the rate increases.

 3            MR. SWITZER:  Okay.

 4            MR. HUTMAN:  They never seem to end.

 5  Okay?  My policy, I have had five increases from

 6  Genworth.  I have had six increases from CNA.  I'm

 7  not dropping my policies.  I'm going to continue to

 8  pay the premiums, because I know what the facts are.

 9  I know what the probabilities of my requiring care.

10  Okay?

11            But in terms of finding -- finding that

12  fair balance, that middle ground, what I'm trying to

13  convey is that enough weight has not been given to

14  the fact that the reason that we have the problem

15  today is because companies were overly aggressive in

16  their pricing, in their underwriting 15, 20 years

17  ago.  Okay?

18            They created this problem.  Had their

19  pricing been correct, had their underwriting been

20  correct, the extent of today's problem would be

21  dramatically less.  Okay?

22            Look, none of the companies, the
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 1  companies invest their reserves, none of the

 2  companies could have possibly foreseen what occurred

 3  with interest rates in 2008 and 2009.  The cycle

 4  stopped.  And some adjustment should be made for

 5  that, and increases should be allowed for that.

 6            But morbidity assumptions, that is an

 7  insurance company problem.  They knew the extent of

 8  the problem or that there was a significant problem

 9  in 1991.  Okay?  They knew there were underwriting

10  issues by the middle of the 1990s.  They knew

11  persistency was now a problem by the end of the

12  decade.  Okay?

13            And we're talking -- what I mention is a

14  policy that's taking place in 2001, and that's

15  MassMutual started issuing their policies in 2000.

16  They knew or should have known.  Okay?

17            And, so, what I'm asking the MIA to do is

18  to temper the extent of the increases and look at

19  the numbers within this broader context.  Numbers

20  don't always mean what we think they mean.

21            MR. SWITZER:  Agreed.  Thank you.  That's

22  helpful.  And I just wanted to relay that one of the
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 1  first things that Commissioner Redmer asks for when

 2  we put these in front of him and what we look at is

 3  the lifetime increases.  What's different from the

 4  first increase versus these members have already had

 5  a hundred percent of rate increases.

 6            And also in reviewing the assumptions,

 7  the assumptions can change from the past.  They can

 8  change again in the future.  And that's part of our

 9  attempted rigor.  Thanks again very much.

10            COMMISSIONER GRODIN:  Thank you.  Next on

11  our list of individuals who had asked to speak is

12  Ms. Spector.  Is Ms. Spector here or on the phone?

13  Okay.  Okay.  And I think that does it.  Yeah.  Oh,

14  I'm sorry, Ms. Rams.

15            MS. RAMS:   Thank you.  I'm here --

16            THE REPORTER:  You have to hold it up to

17  your mouth.

18            MS. RAMS:  Sorry.  I'm here on behalf of

19  people my age who are in their 80s who cannot afford

20  the 75 or 50 percent increases.  I pay out of my

21  check, my Social Security every month just for

22  coverage $893 in medical coverage.  That is
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 1  disgusting.  And you're telling me you would like to

 2  raise it on me.

 3            I think you have to put a limit on no

 4  more than if you got to raise it, 15 percent.  We

 5  can't afford it.  It cost me $510,000 to take care

 6  of parents who didn't have long-term care.  I can't

 7  afford that any more.

 8            If you raise it the amount you want, I

 9  can't afford to live nor can a lot of people my age.

10  I haven't slept at night since I heard about this

11  increase.  That's a bad feeling.

12            You're young now.  You don't understand

13  what we go through.  It is tough knowing that you

14  may be thrown out or not being able to get medical

15  coverage because you cannot afford it.

16            There has got to be some way that you can

17  control how much you raise it.  I don't care if you

18  do it by age.

19            Let me explain to you something.  The

20  first long-term care company I was with for 12 years

21  went bankrupt.  And nothing happened.  I wasted all

22  that money.  By the time I could get in again I was
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 1  in my late fifties; so, my premiums are higher.

 2            If you raise this, there are so many

 3  seniors that won't be able to sleep at night or will

 4  give up food and where they live to be able to pay

 5  for this coverage.  There has got to be some way you

 6  can control this.  That's all I have to say.

 7            COMMISSIONER GRODIN:  Thank you,

 8  Ms. Rams.  Is there anybody else here who would like

 9  to speak in the room?

10            Is there anybody else on the phone?

11            Oh, yes, please.

12            MS. LEIMBACH:  My name is Sally Leimbach.

13  And I've been an insurance broker specializing only

14  in long-term care insurance since 1992.  I just

15  wanted to add to the comments that were said today

16  that when the MIA is reviewing the options that are

17  going to be provided to the insureds who are facing

18  rate increases, that they -- they look to be sure

19  they are as creative as possible and as fair as

20  possible.

21            I'm aware for instance with the

22  partnership programs in Maryland for long-term care
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 1  insurance, if you are 75 or younger, you're required

 2  to have some kind of compound inflation included on

 3  your policy.

 4            So, if an insured decided, okay, I will

 5  eliminate my inflation protection and will reduce my

 6  premium, they may be giving up their ability to have

 7  a partnership benefit if they so qualified at claim

 8  time.

 9            I am aware that MIA was active about

10  this, and it's my understanding that in Maryland

11  1 percent compound is now allowed.  So, the problem

12  with that is will the insurance companies that did

13  not file with a 1 percent compound be able to -- are

14  they able to offer that as a way to mitigate costs,

15  reducing from the 5 percent or the 4 percent or

16  whatever they have had to a 1 percent compound.

17            I am unsure whether that takes

18  legislation or not to make it easier for companies

19  so that they don't have to do come with a costly

20  refiling for existing policies that did not offer

21  that at the time they were regularly filed.

22            Maybe there can be some kind of a
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 1  grandfathering done by the State of Maryland that

 2  would allow all companies to be able to offer a

 3  1 percent.  I am not sure about all the legalities

 4  and regulation.  But I do know that that would be

 5  very helpful as an option for people not to lose

 6  what they really did want to have, a partnership

 7  qualified long-term care insurance policy, by

 8  following directions from -- or options they are

 9  given reduce their premium and perhaps not even

10  realizing if they do away with their inflation, they

11  are going to lose their partnership policy ability.

12            Thank you.

13            MR. HUTMAN:  May I ask one quick

14  question?

15            COMMISSIONER GRODIN:  Yes.

16            MR. HUTMAN:  Let's assume in a perfect

17  world, we are looking to the future, and they have

18  come up with a means of -- and Alzheimer's becomes a

19  controlled chronic condition, no longer leads to

20  long-term care needs, and interest rates have gone

21  to 10 percent, rates of return on invested reserves

22  have gone to 10 percent, what is the process or the
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 1  mechanism for existing policyholders to have a

 2  reduction in their premium?  What steps would the

 3  companies take to see that that happens?

 4            MR. SWITZER:  To restate the question,

 5  what if assumptions do change down the road,

 6  Alzheimer's for example becomes controlled, interest

 7  rates rise to 10 percent, what mechanism is in place

 8  to reflect those changes, material changes in LTC

 9  premiums?  Would those assumptions alone lead to a

10  rate reduction?

11            Well, first, as you know -- to answer

12  your question, the MIA monitors financial results

13  every year for financial statements.  I would be

14  inclined, my team and I, to engage the company about

15  just like recently in December the tax cuts and jobs

16  act for the affordable care market generated a fair

17  amount of dollars for insurance companies, improved

18  their tax bracket.  We asked them how is this

19  reflected in your filing.

20            We would intend to do the same thing.

21  The nuance to that is that typically obviously

22  insurers file at their own volition, and we wait for
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 1  them to submit a filing.  We wouldn't wait.

 2            MR. HUTMAN:  But I'm a policyholder that

 3  purchased a policy in 2005, the same answer would

 4  apply?

 5            MR. SWITZER:  As soon as we saw these

 6  kind of dynamics emerging, to ask the carriers what

 7  are you doing about it?  And I know there would be a

 8  time lapse to when we get from that conversation to

 9  a rate filing to an approved rate filing, but we

10  would be sensitive to the timing and the magnitude

11  and what it would mean to a consumer to try to push

12  it.

13            MR. HUTMAN:  Thank you.

14            MR. PLUMB:  Can I add something to that?

15            MR. SWITZER:  Sure.

16            MR. PLUMB:  The model regulation that's

17  in effect now requires once a company files for a

18  rate increase, you have to submit annual followups

19  for three years to the insurance division.  And that

20  three years can be extended for basically whatever

21  reason the Commissioner decides.

22            And if it ever looks like you're not
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 1  going to meet the minimum loss ratio, which is 85

 2  percent on the increase, then the Commissioner can

 3  require the company to either increase benefits or

 4  reduce premiums so they would meet the minimum loss

 5  ratio.

 6            That only applies to policies that were

 7  issued on average around 2002 and later.  But we

 8  have -- we have supported doing that for all

 9  policies in certain States that are concerned about

10  the older policies.

11            And if the minimum loss ratio isn't being

12  met after a rate increase, you have to adjust

13  downward premiums.

14            MR. HUTMAN:  That you for the

15  explanation.  That's helpful.

16            MR. ZIMMERMAN:  I think you stated a set

17  of conditions that are -- what I will call unlikely

18  but I have learned in the last couple of years what

19  I think likely could happen.

20            But to everybody's point, I think Todd

21  made the point earlier, we have an obligation to

22  make sure rates aren't excessive.  That's really the
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 1  answer to your question.

 2            MR. HUTMAN:  Okay.

 3            COMMISSIONER GRODIN:  All right.  We will

 4  go back to the phone.  Is there anyone on the phone

 5  that would like to speak?

 6            All right.  Then this will conclude our

 7  rate hearing today.  I want to thank everybody for

 8  coming and everyone for dialing in.

 9      (Whereupon at 10:33 a.m. the hearing concluded.)
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 1  STATE OF MARYLAND

 2  COUNTY OF HOWARD SS:

 3            I, Susan Farrell Smith, Notary Public of

 4  the State of Maryland, do hereby certify that

 5  above-captioned matter came on before me at the time

 6  and place herein set out.

 7            I further certify that the proceeding was

 8  recorded stenographically by me and that this

 9  transcript is a true record of the proceedings.

10            I further certify that I am not of

11  counsel to any of the parties, nor an employee of

12  counsel, nor related to any of the parties, nor in

13  any way interested in the outcome of this action.

14            As witness my hand and notarial seal this

15  3rd day of September, 2018.

16

17                           _____________________

18                             Susan Farrell Smith

19                          Notary Public

20  (My Commission expires February 8, 2020)

21

22




                                                               1



 1           MARYLAND INSURANCE ADMINISTRATION



 2            200 ST. PAUL PLACE, 24th Floor



 3               BALTIMORE, MARYLAND 21202



 4            



 5            



 6             LONG-TERM CARE PUBLIC HEARING



 7            



 8  



 9            _____________________/



10            



11                 TRANSCRIPT OF HEARING



12        Before Deputy Commissioner NANCY GRODIN



13                  Baltimore, Maryland



14                Monday, August 20, 2018



15                       9:00 a.m.



16  



17                           



18  Job No.:  WDC-180365



19  Pages:  1 - 46



20  Reported by:  Susan Farrell Smith



21



22





�                                                               2



 1           Hearing held at the offices of:



 2            



 3            



 4             Maryland Insurance Administration



 5             200 St. Paul Place, Suite 2400



 6              Baltimore, Maryland 21202



 7            



 8            



 9            



10            



11            



12            



13            Pursuant to Public Notice, before Susan 



14  Farrell Smith, Notary Public for the State of 



15  Maryland.



16



17



18



19



20



21



22





�                                                               3



 1  APPEARANCES:



 2            Nancy Grodin, Deputy Commissioner



 3            Todd Switzer, Chief Actuary



 4            Robert Morrow, Associate Commissioner



 5            Adam Zimmerman, Actuary



 6



 7



 8



 9



10



11



12



13



14



15



16



17



18



19



20



21



22





�                                                               4



 1  OPENING STATEMENTS:



 2            By Deputy Commissioner Grodin       5



 3            By Mr. Switzer                     10



 4            



 5  TESTIMONY OF CARRIERS:



 6            By Mr. Plumb                       18



 7            By Mr. Fawthrop                    27



 8            By Mr. Kinney                      39



 9            By Mr. Anderson                    46



10            



11  PUBLIC COMMENT:



12            By Mr. Burgan                      53



13            By Mr. Hutman                      57



14            By Ms. Rams                        75



15            By Ms. Leimbach                    77



16            



17            



18



19



20



21



22





�                                                               5



 1                P R O C E E D I N G S



 2            COMMISSIONER GRODIN:  All right.  



 3  Welcome, everyone.  And thank you for coming today.  



 4  I am Nancy Grodin, Deputy Commissioner of the 



 5  Maryland Insurance Administration.



 6            And this is our third public hearing on 



 7  specific carrier rate increases for long-term care 



 8  insurance in 2018.



 9            Today's hearing will focus on several 



10  rate increase requests now before the MIA in the 



11  individual long-term care market.  These include 



12  requests from Senior Health Insurance Company of 



13  Pennsylvania proposing increases of 15 percent; John 



14  Hancock Life Insurance Company proposing increases 



15  of 15 percent; MedAmerica Insurance Company 



16  proposing increases of 4.2 percent; and 



17  Massachusetts Mutual Life Insurance Company 



18  proposing increases of 15 percent.



19            These requests affect about 6,214 



20  Maryland policyholders.  The goal of today's hearing 



21  is for the insurance company representatives to 



22  explain their reasons for rate increases.
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 1            We will also listen to comments from 



 2  consumers and other interested parties.  We are here 



 3  to listen and ask questions of the carriers and 



 4  consumers regarding the specific rate increase 



 5  requests.



 6            I would like to take a moment to have 



 7  each of the people here at the front table introduce 



 8  themselves, and then we will go into the audience 



 9  and have the other MIA staff members introduce 



10  themselves.  Starting to my right.



11            MR. ZIMMERMAN:  I'm Adam Zimmerman.  I'm 



12  an actuary at the Maryland Insurance Administration.



13            MR. MORROW:  Bob Morrow, I'm the 



14  Assistant Commissioner for Life and Health.  



15            MR. SWITZER:  Todd Switzer, Chief 



16  Actuary.



17            COMMISSIONER GRODIN:  Thank you.  And 



18  let's go around room now starting with Nancy.  



19            MS. MUHLBERGER:  Nancy Muehlberger, 



20  Actuary.



21            MR. PATTI:  Michael Patti, Government 



22  Relations Associate at MIA.  
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 1            MS. KWEI:  May Kwei, Chief of Life and 



 2  Health Complaints.



 3            COMMISSIONER GRODIN:  And at the table.



 4            MS. IMM:  Tracy Imm, I'm the Director of 



 5  Public Affairs. 



 6            MR. SVIATKO:  Joe Sviatko, Public Affairs 



 7  Office.



 8            MR. BURGAN:  My name is Barry Burgan.  



 9  I'm a policyholder.



10            COMMISSIONER GRODIN:  Thank you, sir.  



11  All right.  I'm going to go over a few procedures 



12  that we would like to follow today.  First of all, 



13  there is a handout that has all of our contact 



14  information on it.



15            THE REPORTER:  Put the microphone up.



16            COMMISSIONER GRODIN:  It was at the front 



17  table, and please make sure to pick one up.  If you 



18  would like to speak today, you will need to sign up 



19  on the sheet.  And we do have a number of people who 



20  have signed up to speak, and include your name and 



21  contact information.



22            We will only be calling the names of 
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 1  those folks listed on the sign-up sheet and those 



 2  who RSVP'ed in advance to speak.



 3            Second with the exception of MIA staff, 



 4  this hearing is not a question/answer forum.  



 5  Comments from interested parties were received and 



 6  reviewed in advance of this meeting.  And please 



 7  continue to submit your comments until Monday, 



 8  August 27th.  And, again, the MIA will continue to 



 9  keep the record open until Monday, August 27th.



10            The transcript of today's meeting as well 



11  as all written testimony that's been submitted will 



12  be posted on the MIA's website on the long-term care 



13  page as well as the quasi-legislative hearings page.



14            The long-term care page can be found at 



15  the MIA website by clicking on the long-term care 



16  tab located under the quick link section which is on 



17  the left-hand side of our page.



18            As a remainder, we do have a Court 



19  Reporter here today to document the hearing.  When 



20  you are called up to speak, please state your name 



21  and affiliation clearly for the record.  And I'm 



22  assuming that we will pass this microphone over to 
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 1  anybody -- oh, there is microphone over there.  So 



 2  hold it close.



 3            All right.  If you are dialing into the 



 4  hearing through our conference call line, we ask 



 5  that you please mute your phones.  Please, please 



 6  don't put us on hold.  What this does is it 



 7  broadcasts your music.  It happened in our last 



 8  hearing.  It was very disruptive.



 9            So, I'm going to ask again, please do not 



10  put us on hold.  It will broadcast your hold music.  



11  Even if you don't think you have hold music, you do.  



12  So, please put us on mute.



13            Also any time before speaking if you 



14  could please restate your name and your 



15  organization, that would be a great help.  And thank 



16  you.



17            We're going to be asking carriers to come 



18  up individually to speak regarding their rate 



19  requests A to Z.  Afterwards, interested 



20  stakeholders and those dialing in via conference 



21  call line will be invited to speak.



22            All right.  So, does anybody at the front 
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 1  table have anything they would like to say?  



 2            MR. SWITZER:  Yes.



 3            COMMISSIONER GRODIN:  Okay. 



 4            MR. SWITZER:  Good morning.  I would like 



 5  to thank everyone who is here.  It seems like the 



 6  Affordable Care Act gets most of the attention, but 



 7  long-term care is every much as much in a situation 



 8  that needs a lot of input and a lot of attention to 



 9  address some of the concerns that are dire.



10            We currently have -- there is 10 of us in 



11  the actuaries team.  We have 35 long-term care rate 



12  filings in-house.  I think by the end of this 



13  meeting, we will have five more.  They just keep 



14  coming.



15            The increases range from 30 -- the 



16  average is a 36 percent increase, despite the 15 



17  percent cap, and lot of companies file nationwide.  



18  The range is from 4 percent to 112 percent.



19            Just trying to put some numbers to a lot 



20  of the points that you've made and others have made 



21  through public comments, that the increases are 



22  large.  And we will get to the insurer side as well.
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 1            The NAIC is -- is very active in looking 



 2  at this.  Price Waterhouse Coopers fairly recently 



 3  put out an article about long-term care, entitled 



 4  Crisis of Confidence: A Call to Action.  There are a 



 5  lot of eyes on this, and we're trying to increase 



 6  the number of eyes on this.



 7            I would also like to thank the people who 



 8  submitted public comments.  We had five.  And for 



 9  example, Charles bought the policy 17 years ago from 



10  one of the carriers here today.  It cost 2,500 at 



11  the time; it costs 5,000 today.  They can't keep up.



12            Tim and Bonny also have a -- coverage 



13  with a carrier here today.  Some of their comments I 



14  pulled out.  They said they worked hard to plan 



15  their retirement.  They don't want to shift costs to 



16  their children or the government.  Please give us 



17  more information, provide us some assistance.



18            Jeff on the Eastern Shote talked to us 



19  about the longevity of long-term care.  He said in 



20  plain language, a lot of people are just trying to 



21  have some security, some dignity in these years.  



22  Give us some liberal alternatives.
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 1            I'm going to try to briefly respond to 



 2  some of these.  Ed, who I hope is here today, who 



 3  asked, well, how much latitude does the MIA really 



 4  have?  Are your hands tied or what?  And how are 



 5  carriers being held to account?  Questions like 



 6  that.



 7            And lastly, Karen pointed out that one of 



 8  the carriers here is very financially strong.  Some 



 9  of her clients are just at this point in time 



10  reaching their 70s and 80s, and it's not the time to 



11  scale back benefits in order to offset premiums.



12            First to the question of the MIA's 



13  latitude.  Maryland code says the rates must be 



14  reasonable in relation to benefits.  It says other 



15  things, but the key ones, not inadequate or 



16  excessive or unfairly discriminatory.



17            So, as you know, there is balance there.  



18  They can't be inadequate.  They are businesses.  



19  They were projecting costs 20, 25, 50 years out.  We 



20  recognize that.



21            They also need to be reasonable.  They 



22  need to be -- they can't be discriminatory, can't be 
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 1  excessive.  I think we need to consider all the 



 2  facts of if an increase is needed, should it be 



 3  gradual.  The assumptions, the range of people touch 



 4  on, is the company currently in a bad situation or 



 5  will they be in a bad situation in 10 or 20 years?  



 6  They both are actuarial matters that need to be 



 7  squarely addressed, but ones that come to mind.



 8            So, as far as plain language, why are 



 9  increases coming in so frequently and at the 



10  magnitude they are coming in?  A lot of this you 



11  know, but just to put some numbers to it, the 



12  percentage of Americans over age 80 in 2015 was 2.9 



13  percent.  In 2050, it's a ways out, but that's 



14  projected to be 7.3 percent.  It's nearly triple.  



15  That's significant.



16            The number of Americans over age 65 in 



17  1970 was 8 percent; in 2050 it will 20 percent.  And 



18  of those 20 percent, another 20 percent of them will 



19  need care for five years.  That effects costs; it's 



20  a reality.



21            It is true that statistics I heard in the 



22  '60, the average family was having 2.2 children to 
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 1  care for their parents when they were older.  The 



 2  number is down to 1.4.  That's not as available to 



 3  seniors.



 4            And lastly, people aren't saving as much 



 5  money that -- in 1980 according to the World Bank  



 6  21 percent of the GDP was savings.  Today in 2010, 



 7  it keeps coming down, it's 15 percent.  So, just a 



 8  few numbers to why we are where we are.



 9            Some of the consequences, in Maryland we 



10  have 129,000 seniors with long-term care coverage.  



11  It provides a valuable benefit.  Long-term care 



12  started in the '70s, the late '70s as you know.  



13  Maryland had 38 carriers.  I'm excluding the ones 



14  that sold it with life insurance.  25 have left.  We 



15  are down to 13.



16            Most recently in March, State Farm was 



17  the 25th to leave.  So, we keep that in mind as 



18  well.



19            So, what has been done?  What is the MIA 



20  doing?  What will we do?  What's been done, one, we 



21  are the only State that has a 15 percent cap.  I 



22  know that's not a panacea.  I know Illinois looked 
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 1  at it and didn't do it.  But it's a cap that works 



 2  both ways.



 3            I think it grades an increase for the 



 4  companies that are really in a bad position or 



 5  really slows down how much they can correct.  But 



 6  it's significant, and it comes up quite often.



 7            Our largest long-term care insurer, 



 8  Genworth, they are, as you may know, contemplating a 



 9  merger with China Oceanwide.  And our Commissioner 



10  has been very active in looking at the SEC filings 



11  and looking at some of the parameters around that 



12  deal.  And the increases that have been pursued by 



13  Genworth have been on hold until there is more 



14  information, there is more questions answered about 



15  that, that deal.  That's another example.



16            In the past six months in the actuary's 



17  office we are scrutinizing filings.  We are trying 



18  to build our own models, improve our own models.



19            We've had, for example, nine insurers 



20  submit an average increase of 36 percent.  That's 



21  not just in one year.  It's not just a cap.  And the 



22  average approved has been 11.5.
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 1            It's more than in the past, and we are 



 2  trying to work more with carriers to make sure that 



 3  balance is there.  But it's not that the filings are 



 4  being taken in, we ask a few questions and we just 



 5  approve it.  It's just not the facts.



 6            A lot of times the insurers of their own 



 7  volition have -- again how are they held to account,  



 8  have priced to a lifetime loss ratio of 100 percent.  



 9  Meaning if they take in a dollar of premium, they 



10  have agreed to pay a dollar of claims.  No profit.  



11  Some have done that on their own.  Not all.  And 



12  that's another aspect of what's been done.



13            In Annapolis, there are always many bills 



14  about long-term care.  One that came up this last 



15  session was to if you have a contingent benefit upon 



16  lapse, explore crediting interest on the premiums 



17  earned.  That was agreed to be examined further.  



18  But it's just an example of those bills put forward 



19  to get attention in Annapolis to what can be done. 



20            So, lastly what -- what will we do.  Some 



21  of the ideas that were put forward by some of the 



22  public comments and ones that have come up in 
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 1  Annapolis before, are what if you exclude increases 



 2  for people over 75.  Again just an idea.  It needs a 



 3  lot of vetting, but we will explore every idea.



 4            What about if you get an increase, you 



 5  don't get another increase for five years.  Ideas.  



 6  But if you're age 75 and you've had the policy for 



 7  10 years, how about no more rate increases.



 8            Not all of these work.  And it's 



 9  difficult for a business that entered a market to 



10  change the rules after the fact.  But for new 



11  business trying to at least put ideas out there to 



12  conjure other thoughts.



13            And lastly when we scrutinize the 



14  filings, there is in some ways two camps, in some 



15  cases again the company is already in a bad 



16  situation.  They are in duration 15 for example, and 



17  they expected to be paying 50 cents on the dollar of 



18  premium, and they are paying 110.  That's one 



19  situation where it's clear, and we try to work with 



20  them to gradually get on a path to find balance.



21            There is other situations where it's very 



22  assumption driven and -- as the nature of long-term 
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 1  care is, and the financial losses won't come for ten 



 2  years, five years.  And those we look a little 



 3  closer and we try to understand the seriatim models 



 4  that the carriers have.



 5            So, I appreciate again comments.  They 



 6  are helpful to us to get another vantage point.  I 



 7  hope we have spoken to them a bit.  And I will turn 



 8  back to Nancy to moderate and try to answer any 



 9  other questions later.



10            COMMISSIONER GRODIN:  Thanks, Todd.  



11  Anyone else?  Okay.  All right.  Then we can start 



12  with the John Hancock Life Insurance Company,     



13  Mr. Plumb. 



14            MR. PLUMB:  Good morning, everybody.  



15  Thank you, Deputy Commissioner Grodin and your staff 



16  for providing us the opportunity to participate in 



17  this important hearing today.



18            My name is David Plumb, and I'm vice 



19  president of actuary at John Hancock, responsible 



20  for the in force pricing of our long-term care.



21            John Hancock first issued long-term care 



22  insurance in 1987.  Long-term care services can cost 
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 1  hundreds of thousands of dollars, and this can 



 2  easily deplete someone's saving and then some.



 3            Pooling an individual's risk with others 



 4  through insurance is much more affordable than 



 5  trying to earmark savings to cover the potential 



 6  costs.



 7            We have an outstanding filing with the 



 8  MIA for a policy form that was sold in Maryland from 



 9  2007 through 2011 where we requested a premium 



10  increase of 15 percent.  This will impact about 1200 



11  Maryland insureds, and this plan has not had any 



12  prior rate increase.



13            Our original requested increase on this 



14  plan was about 27 percent, but we reduced to       



15  15 percent to satisfy the annual limit in Maryland.  



16  We expect to file for the remaining amount next year 



17  with the total of the increase being a little bit 



18  more than the 27 percent due to the timing of the 



19  implementation.



20            We are not trying to recover any past 



21  losses in our filings.  The increases are needed to 



22  cover projected future losses.  So, I want to 
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 1  explain why we need these premium adjustments.  So, 



 2  long-term care insurance is a very long duration 



 3  product where people buy in their 50s and most claim 



 4  in their 80s.  And long-term care uses and expenses 



 5  are difficult to predict for many decades into the 



 6  future.



 7            Writers of this important product need to 



 8  be able to adjust premiums to reflect emerging 



 9  experience.  If this was not structured as a 



10  guaranteed renewable product, which gives companies 



11  that ability, and companies couldn't raise their 



12  rates to reflect experience, it's highly unlikely 



13  that any carrier would have ever sold this type of 



14  insurance.



15            That would have resulted in millions more 



16  people spending virtually all of their savings on 



17  care costs and then relying on strained Medicaid 



18  programs for their care after depleting their 



19  assets.



20            Most of the earlier premium increases in 



21  the industry were due to lower than expected 



22  voluntary lapses.  Current premium increases are 
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 1  more driven by claims and mortality experience.  



 2  This is still a relatively young industry, and many 



 3  companies have just recently started to get a 



 4  significant amount of claims experience at the older 



 5  ages and later policy durations which is where the 



 6  vast majority of claims are expected to happen.



 7            At John Hancock we are seeing more people 



 8  than expected living to older ages where long-term 



 9  care events happen.  And we are seeing a higher rate 



10  of claims than expected and longer lasting claims 



11  than expected for those who do make it to the older 



12  ages and after the effects of underwriting have worn 



13  off.



14            I would like to point out that our 



15  experience on this particular form is actually a 



16  little bit better than expected so far.  But this 



17  form is fairly new, and so far we've only paid about 



18  4 percent of the claims that we ultimately expect to 



19  pay.



20            As I mentioned earlier, where our claims 



21  are worse than expected are at the older ages and 



22  later policy durations.  We have very little 
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 1  business in that area on this particular form.  But 



 2  we do have a lot of business in that area on our 



 3  older similar policy forms.



 4            We're using that information on our older 



 5  forms to act earlier on this form.  Waiting until 



 6  the adverse experience emerges on this form alone 



 7  would result in a much larger increase needed.



 8            As an example, the 27 percent that we 



 9  need now, if we were to wait ten years more in order 



10  for the adverse experience to emerge on this form, 



11  it would be 65 percent rather than 27 percent.



12            With this plan we are not able to offer 



13  our future inflation reduction landing spot, because 



14  that's only available for plans with a fixed 



15  inflation whereas most of these plans have inflation 



16  that's linked to the CPI index and others have a 



17  guaranteed purchase option.



18            We do offer the typical benefit reduction 



19  option such as reducing your daily benefit maximum 



20  or shortening the benefit period.



21            So, thank you again for allowing me to 



22  address our current filing, and I would be happy to 
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 1  answer any questions you may have.



 2            COMMISSIONER GRODIN:  Thank you, 



 3  Mr. Plumb.  Any questions from MIA staff?  



 4            MR. SWITZER:  Thank you, Dave.  One of 



 5  the ideas that have been put forward that we 



 6  understand some insurers have adopted are exempting 



 7  policyholders over age 75 from rate increases.  I'm 



 8  not asking for anything definitive, but is that 



 9  something that off the bat is a nonstarter or that 



10  can be considered from your standpoint?  



11            MR. PLUMB:  I think a couple of problems 



12  with that are, so, long-term care is a -- rates have 



13  to be increased on a class of business.  You can't 



14  single out people for a rate increase, like 



15  unhealthy people will have a rate increase versus 



16  healthy.  It has to be based on a premium class.



17            And a premium class has never been 



18  defined has obtained age, it's always issue age, 



19  benefit period, inflation option, and underwriting 



20  class.



21            The second potential issue with that is 



22  that it may be discriminatory particularly if the 





�                                                               24



 1  company is -- if you're not going to be able to 



 2  raise rates above a certain age, then that means you 



 3  have to raise rates more for people below that age, 



 4  then those people are paying more than they should 



 5  while others are paying less than they should.



 6            So, I think there is discriminatory 



 7  issues there, and then the whole language around 



 8  rating class makes that question moot.



 9            MR. SWITZER:  Second, so -- thanks.  I 



10  understand that what you filed effects 1,200 of your 



11  members in Maryland which is about 5 percent of your 



12  total Maryland members.  And you mentioned that 



13  mortality is the key assumption. 



14            MR. PLUMB:  Morbidity as well, Todd.



15            MR. SWITZER:  Okay.  For this particular 



16  5 percent subset if you had to pick one assumption 



17  that's the main driver, could you just -- is it 



18  morbidity?  



19            MR. PLUMB:  I think for this particular 



20  one it's morbidity.  I'm just not sure, but I am 



21  fairly certain it's morbidity.



22            MR. SWITZER:  Thank you.
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 1            MR. PLUMB:  You're welcome.



 2            MR. MORROW:  Let me ask you real quick.  



 3  Does your answer to Todd's first question change if 



 4  the General Assembly sides as a matter og policy 



 5  they want to put in that 75 year old age level?  



 6            MR. PLUMB:  I'm not a lawyer.  I wish I 



 7  was sometimes.  But I don't know if there is a 



 8  determinatory issue and the General Assembly has 



 9  said it's okay to discriminate, does that leave the 



10  company off the hook for discrimination lawsuits.  I 



11  don't know the answer to that.



12            MR. MORROW:  I'm thinking in terms of the 



13  numbers.  I'm not asking about that.



14            MR. PLUMB:  I'm sorry, I don't 



15  understand.  So, the issue of not raising rates for 



16  people above a certain age and raising rates more 



17  for people below that age?  



18            MR. MORROW:  Right.  Does that --  does 



19  that actually help the experience?  



20            MR. PLUMB:  If there were no 



21  discriminatory issues, I think that would be fine 



22  except for when a company only has people above a 
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 1  certain age, it could be devastating for them.  And 



 2  some of the older companies that are in dire straits 



 3  probably are more in that situation where they 



 4  couldn't get any rate increases.



 5            MR. MORROW:  Okay.  Thank you.



 6            COMMISSIONER GRODIN:  Thank you, 



 7  Mr. Plumb.



 8            We now have Massachusetts Mutual Life 



 9  Insurance Company, Mr. Fawthrop.  You have to spell 



10  that for the Court Reporter.



11            MR. FAWTHROP:  Good morning.  My name is 



12  Roland Fawthrop F-A-W-T-H-R-O-P.  I'm senior actuary 



13  at Massachusetts Mutual Life Insurance Company, 



14  MassMutual, responsible for the health product lines 



15  which include our individual long-term care 



16  insurance products, which is marketed under the name 



17  Signature Care.



18            On behalf of MassMutual, thank you for 



19  the opportunity to discuss MassMutual's request for 



20  in-force premium increases for our closed block of 



21  individual long-term care insurance policies.



22            Before discussing our request, I want to 





�                                                               27



 1  first provide a brief background on MassMutual's LTC 



 2  business.



 3            MassMutual, a mutual life insurance 



 4  company, established in 1851 in Springfield, 



 5  Massachusetts, began selling long-term care 



 6  insurance in 2000 with our Senior Signature Care 200 



 7  series.



 8            Since releasing that first product, 



 9  MassMutual has introduced five subsequent series - 



10  Signature Care 300, 400, 500, 511, and 513.  Our 



11  closed block which is the subject of this pending 



12  premium rate increase request includes the Signature 



13  Care 200, 300 and 400, 500 and 511 series.



14            I would also like to note that despite 



15  other companies ceasing sales of their products, 



16  MassMutual remains one of those companies committed 



17  to selling individual long-term care insurance as we 



18  continue to market the 513 series for new sales and 



19  are in the process of filing our next series, 



20  Signature Care 600.



21            As a business we closely monitor current 



22  and emerging market and regulatory conditions as 
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 1  well as our own and the industry's claims experience 



 2  to insure that the policy features and rates align 



 3  to meet today's and tomorrow's maturing population.



 4            Consistent with what other carriers have 



 5  found, our emerging and expected experience is 



 6  running more adverse than previously expected.  More 



 7  specifically as described in our filing, lower 



 8  mortality and lapse rates result in a much larger 



 9  pool of expected LTC claims, and higher morbidity 



10  which is from a combination of higher than expected 



11  incidence rates and lower -- longer claims durations 



12  result in significantly higher expected claims 



13  files.



14            While lower interest rates have a 



15  meaningful impact, the biggest drivers of the 



16  difference in expected experience are mortality and 



17  morbidity.  Given these factors, our company's 



18  senior leadership made the difficult decision to 



19  file for premium rate increases.  This is the first 



20  LTC rate increase request ever made by MassMutual.



21            These premium rate increases are intended 



22  to mitigate losses expected to emerge in the future.  
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 1  They are not to recover any past losses already 



 2  incurred.



 3            In total MassMutual currently has over 



 4  73,000 long-term care insurance policies in force 



 5  nationally covering about 90,000 insureds as some 



 6  policies were issued as joint coverage.



 7            About 54,000 policies or 70,000 insureds 



 8  are subject to our nationwide rate increase request.  



 9  Of that amount, there are approximately 2,700 



10  policies or 3,700 insureds in force in Maryland.



11            The premium increases that MassMutual has 



12  filed nationwide are set to achieve a rate level 



13  consistent with that on our currently marketed     



14  513 series.



15            The filed increases vary by rate series 



16  and all available options and riders.  Individual 



17  policy rate increases are then capped at one hundred 



18  percent.



19            Recognizing Maryland's 15 percent 



20  regulatory cap on increases, MassMutual initially 



21  requested a multi year phased-in rate increase such 



22  that no policy owner would receive a rate increase 
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 1  more than 15 percent in any single calendar year.



 2            The cumulative rate increase would then 



 3  be capped at 145 percent on each individual policy, 



 4  which is the actuarial equivalent of the nationwide 



 5  request.



 6            At the request of the Maryland Insurance 



 7  Administration, we've amended our filing to limit 



 8  this request to just one rate increase capped at   



 9  15 percent.  We believe the rate increase is both 



10  justified and needed.



11            We anticipate filing additional premium 



12  rate increases in the future in order to bring 



13  Maryland premium rates on par with the nationwide 



14  rate level.



15            Next I will spend a few minutes 



16  discussing MassMutual's communication plan which was 



17  designed to be as transparent as possible with 



18  policy -- policy owners, producers, and insurance 



19  regulators.  We know that this is a priority for 



20  Commissioner Redmer and the MIA.



21            Prior to our initial premium increase, we 



22  engaged with State regulators including Maryland to 
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 1  make you aware of the filing and communication plans 



 2  in advance of any anticipated media coverage.  We 



 3  also engaged with our producers so that they would 



 4  be prepared to respond to policy owner questions.



 5            Lastly we want policy owners subject to 



 6  the rate increase request to hear this news directly 



 7  from the company and not from the media, word of 



 8  mouth or an individual publication.



 9            As such we sent a letter to our policy 



10  owners notifying them of the potential rate increase 



11  on their long-term care policy.



12            Once we have regulatory approval and have 



13  implemented the new premium rates in our 



14  administrative systems, the company will send a 



15  formal increase notification approximately 90 days 



16  prior to the effective date of any rate increase 



17  with a list of options available to impacted policy 



18  owners.



19            The 90 day notification period is meant 



20  to provide policy owners time to consider their 



21  individual circumstances and options available to 



22  them, and to make sound, informed decisions about 
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 1  their coverage.



 2            MassMutual is sensitive to the impact 



 3  that rate increases may have on policy owners.  



 4  Policy owners effected by the premium increase will 



 5  have the option of reducing their policy benefits to 



 6  provide flexibility of choice for those who wish to 



 7  maintain a premium level similar to what they were 



 8  paying prior to the rate increase.



 9            The benefit reduction options available 



10  to policyholders to mitigate the proposed rate 



11  increase may include reducing the daily benefit 



12  amount, extending the elimination period, reducing 



13  the benefit period, reducing the amount of inflation 



14  protection and/or removing optional riders.



15            MassMutual has requested to voluntarily 



16  offer a contingent benefit upon lapse to all 



17  insureds affected by the premium increase, even if 



18  the increase is not considered substantial.



19            In closing, MassMutual understands that 



20  the rate increase request is neither popular or 



21  ideal.  However in being transparent and empathetic 



22  to both our policyholders and to you, the regulator, 
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 1  MassMutual hopes to make this process as smooth as 



 2  possible.



 3            Thank you for allowing me to participate 



 4  in today's hearing.  I am happy to answer any 



 5  questions you have.



 6            MR. SWITZER:  Thanks very much.  It's a 



 7  little bit of a variation of the question that I 



 8  asked Mr. Plumb, the idea of exempting someone, a 



 9  policyholder who is age 75 or older and has had a 



10  policy for 10 years or more, understanding if you 



11  echo John Hancock's concerns, I would be interested 



12  in that.



13            But barring the legal issues for the time 



14  being, actuarially would this variation, reducing 



15  the actuarial impacts somewhat, comments on the 



16  feasibility of the idea or perhaps a modification of 



17  the idea, please.



18            MR. FAWTHROP:  So, I do echo the comments 



19  from John Hancock.  The contribution principle which 



20  is an actuarial bedrock includes making sure that 



21  you are not shifting the cost from one group to 



22  another group.
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 1            I am not an attorney, but I do have some 



 2  similar concerns about potential litigation that 



 3  would follow that.  And there would likely -- if 



 4  you're not -- if you're capping coverage or 



 5  increases above a certain age, 75, 80, whatever that 



 6  age may be, there will be an affect on -- with some 



 7  companies that they will have to pass that increase 



 8  onto other policyholders.



 9            I don't have a great solution at hand for 



10  that right now.



11            MR. SWITZER:  I appreciate that.  How 



12  about the new planning on your Signature 600, what 



13  if your brand new plan you knew up front that was a 



14  policy feature theoretically?



15            MR. FAWTHROP:  If that's a policy feature 



16  theoretically and is something that we could build 



17  into the policy form, that protects us much better 



18  than doing something where we may be exposed.



19            MR. SWITZER:  Right.  Last question.  So, 



20  as you aligned, 3,700 Maryland members affected by 



21  the filing you have with us.  That's about 80 



22  percent of your total Maryland block.
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 1            You mentioned that the rate increase is 



 2  not to recoupe any past losses.  One of the unique 



 3  things that I noticed in looking at the Form 5, the 



 4  financial statements, is that for all of Maryland's 



 5  business, MassMutual's business in Maryland, the 



 6  loss ratio so far I think through duration of '17, 



 7  it's 14 percent.  Nationwide it is 14 percent.



 8            I see for these forms, the 80 percent 



 9  subset, the loss ratio so far is 10 percent.  By our 



10  models we expect it to be 30 to 40 percent.



11            So, I'm just -- have you incurred losses 



12  so far?  Are you -- are there past losses to recoup 



13  so far?  



14            MR. FAWTHROP:  The -- it's a great point.  



15  There are not material losses in the past.  What 



16  happens with the loss ratios when you have 



17  significantly lower lapse rates and mortality rates, 



18  is there is a much larger pool of people than you 



19  anticipated.



20            MR. SWITZER:  Right.



21            MR. FAWTHROP:  That pool in the early 



22  years is paying premium which will drive your early 





�                                                               36



 1  duration lapse loss ratios down, but has a 



 2  significantly negative impact on those long-term 



 3  loss ratios.



 4            So, most of the -- the need, I'd say 



 5  almost all of the need for the premium rate increase 



 6  is from what we expect to happen in the future.



 7            MR. SWITZER:  Thanks very much. 



 8            MR. MORROW:  I just want to make sure I'm 



 9  clear about one thing.  You mentioned this is the 



10  first rate increase request ever by MassMutual.



11            MR. FAWTHROP:  That's correct.



12            MR. MORROW:  Nationwide, not just in 



13  Maryland?  



14            MR. FAWTHROP:  That's correct.



15            MR. MORROW:  And just I assume this is 



16  going to come up later so I'm just going to ask it 



17  now, have you ever considered not paying dividends 



18  or not paying as large a dividend, and taking some 



19  of that money to use it to cover some of the 



20  long-term care expected experience or losses later?  



21            MR. FAWTHROP:  So, even with this premium 



22  rate increase that we are asking for, the loss 
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 1  ratios are still well -- nationwide increase are 



 2  still well above a hundred percent.  So, our 



 3  participating policyholders, if we were to even 



 4  receive the full nationwide request, would still be 



 5  sharing a significant piece of the claims experience 



 6  in the future.



 7            That said Massachusetts Mutual is a 



 8  participating policy owned company.  And to what 



 9  extent should all of our in-force policyholders pay 



10  for the significant increase in claims cost for a 



11  particular block?  Should they pay for all of it, a 



12  part of it?



13            So, there was a lot of discussion about 



14  that.  And we thought we had ended up with an 



15  equitable decision.



16            MR. MORROW:  So, it has been discussed.



17            MR. FAWTHROP:  It has been.



18            MR. MORROW:  Okay.  Very good.  Thank 



19  you. 



20            MR. ZIMMERMAN:  Just one question for you 



21  regarding the assumptions, I see that Milliman, you 



22  worked with Milliman on the filing.
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 1            MR. FAWTHROP:  Yes.



 2            MR. ZIMMERMAN:  So, what percentage -- is 



 3  there any credibility with actual company experience 



 4  for the assumptions, or are all they Milliman based?  



 5            MR. FAWTHROP:  The assumptions are 



 6  Milliman based, but they did use our experience and 



 7  there was credibility as to the experience.



 8            MR. ZIMMERMAN:  Okay.  Thank you.



 9            COMMISSIONER GRODIN:  If I could just 



10  confirm, did you say that you had sent a letter to 



11  your policyholders already in anticipation?  



12            MR. FAWTHROP:  Yes.  We first filed for a 



13  rate increase I believe it was on May 20th in the 



14  Commonwealth of Massachusetts, which is our 



15  domiciliary state.  That was on Monday.  By Friday 



16  of the same week we had sent -- mailed the letter to 



17  all of our 54,000 policy owners letting them know 



18  that we're beginning this process.  And -- and that 



19  they could call into our administrative office with 



20  any questions and also work with their producer to 



21  answer any questions but that it was going to be a 



22  lengthy process.
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 1            We did not want them to hear about that 



 2  from an outside source.  We wanted to be as 



 3  transparent as we could with the policyholders.



 4            COMMISSIONER GRODIN:  Thank you, 



 5  Mr. Fawthrop.



 6            Next up we have MedAmerica Insurance 



 7  Company, Mr. Kinney. 



 8            MR. KINNEY:  Good morning, Deputy 



 9  Commissioner Grodin, Mr. Switzer, Administration and 



10  guests.  Thank you for the opportunity to appear 



11  regarding our long-term care premium rate increase 



12  filing.



13            My name is Patrick Kenny.  I'm the 



14  manager and actuary for LTC pricing at MedAmerica 



15  Insurance Company.  MedAmerica sold standalone 



16  long-term care policies nationwide in 1987 through 



17  early 2016.



18            Although the company ceased sales at that 



19  time, we remain committed to provide promised LTC 



20  benefits to over 100,000 people across the country 



21  including almost 400 in Maryland who rely on us to 



22  continue their coverage long into the future.
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 1            Adverse experience in policy persistency 



 2  and morbidity and interest earnings threatens the 



 3  financial health of the LTC industry.



 4            MedAmerica is a monoline LTC company with 



 5  no other insurance products to offset projected 



 6  shortfalls from long-term care coverage.  We believe 



 7  the premium rate increases are necessary now to 



 8  insure our ability to pay LTC claims in the long 



 9  term.



10            We need to place our closed block LTC 



11  products on a sound financial footing for the 



12  future.  Today's hearing concerns our requested 4.2 



13  percent premium rate increase on our "Simplicity ii" 



14  product.



15            This policy form was issued in Maryland 



16  from June 2008 through April 2014 covering 140 



17  insureds in the state.



18            Our current request is a follow-up to a 



19  15 percent rate increase filed by the Maryland 



20  Insurance Administration in December 2015 and the 



21  4.3 percent increase submitted in March 2017 and 



22  filed in January of this year.
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 1            If accepted by the Administration, the 



 2  current 4.2 percent request will bring the 



 3  cumulative rate increase in Maryland up to the     



 4  25 percent increase that MedAmerica determined to be 



 5  necessary to certify to rate stability on this 



 6  policy form.



 7            Implementation of this rate increase will 



 8  take place no earlier than one year after 



 9  implementation of the prior increase, so that no 



10  policyholder will receive more than one rate 



11  increase within 12 months.  



12            Since the time of our 2015 and 2017 rate 



13  increases, MedAmerica has updated its actuarial 



14  assumptions for morbidity and persistency, including 



15  two years of additional claims experience.  And we 



16  actually increased our interest assumption from 4.5 



17  percent to 5.0 percent which is closer to the 5.25 



18  percent assumed in the original pricing increase of 



19  the product.



20            The net effect of these assumptions is 



21  that the projected lifetime loss ratio prior to any 



22  rate increases has not changed significantly from a 
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 1  prior filing.  Deterioration in other actuarial 



 2  assumptions was offset by the change in the interest 



 3  rate due to the company's revised future investment 



 4  policy.



 5            We concluded that the original 25 percent 



 6  cumulative rate increase remains appropriate, and 



 7  the current request for a 4.2 rate increase to take 



 8  effect in 2019 will bring us to that level.



 9            Similar to prior increases, MedAmerica is 



10  offering insureds affected by the premium increase 



11  the option of reducing their policy benefits to 



12  provide flexibility of choice for those insureds who 



13  wish to maintain the premium level similar to what 



14  they were paying prior to the rate increase.



15            Furthermore MedAmerica is offering 



16  contingent nonforfeiture benefit to all insureds 



17  affected by the rate increase which means the 



18  policyholder who lapses premium payments due to the 



19  requested rate increase remains eligible to receive 



20  some level of paid-up benefit in the future.



21            To help consumers navigate their options 



22  to continue premium payments, accept a reduced 





�                                                               43



 1  paid-up CNF benefit or find a benefit reduction 



 2  option that best suits them, our insureds are 



 3  encouraged to call our toll free customer service 



 4  phone number.  Because each policyholder is unique, 



 5  MedAmerica works with each person individually.



 6            MedAmerica takes pride in providing 



 7  quality claims service to our insureds.  95 percent 



 8  of claimants surveyed rate their experience with 



 9  MedAmerica as above average or excellent.  And our 



10  average time to pay a claim is six days or less.



11            We believe this service excellence is a 



12  critical component to fulfilling our promises of 



13  taking care of our insureds, and we plan to continue 



14  to provide this level of service going forward.



15            In closing, I would like to reiterate 



16  that despite the fact that we no longer sell 



17  long-term care insurance, MedAmerica remains 



18  committed to delivering on all of our promises to 



19  our customers.



20            Granting actuarially justified rate 



21  increases will help assure we have the financial 



22  strength to continue providing the benefits and 
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 1  service our insureds expect and desire.



 2            Thank you for your time and 



 3  consideration.  I am happy to answer any questions 



 4  at this point.



 5            COMMISSIONER GRODIN:  Thank you, 



 6  Mr. Kinney.



 7            MR. SWITZER:  Thanks very much.  So, I 



 8  gather that the 140 members, Maryland members that 



 9  your current submission applies is about 28 percent 



10  of your total Maryland members, something like that?



11            MR. KINNEY:  We have about 400 in 



12  Maryland.



13            MR. SWITZER:  I also -- to get context 



14  that so far these members have lifetime had an 



15  increase of about 19.9 percent.  You want to get up 



16  to the 26 or -- 



17            MR. KINNEY:  25.



18            MR. SWITZER:  25.  So, my question is, 



19  enrollments at 140, you stated it's a closed block, 



20  can only decline obviously.  Roughly estimate that 



21  the 4.2 percent that was requested would represent 



22  about $15,000 in additional revenue per year.  Is 
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 1  there a diminimus level where enrollment maybe 



 2  reaches below a hundred or below 50 where maybe 



 3  it's -- the increases aren't -- aren't worth all the 



 4  filing just because you've got to such low numbers?  



 5  It's just something that has come up before, and I'm 



 6  curious as to your thoughts.



 7            MR. KINNEY:  For us that number would be 



 8  well below a hundred.  More like single digit 



 9  policyholders before we consider not submitting as 



10  part of a nationwide rate increase.



11            MR. SWITZER:  As part of the nationwide.  



12  Okay.  Thank you.



13            COMMISSIONER GRODIN:  I'm just curious, 



14  you may have mentioned this, do you know the average 



15  age of your policyholders in Maryland?  



16            MR. KINNEY:  I don't have that statistic.



17            COMMISSIONER GRODIN:  Okay.  Thank you -- 



18  or, I'm sorry.



19            MR. ZIMMERMAN:  I was looking at the 



20  filing, and we're at an average duration of 8, 9 



21  approximately for this policy series.  I noticed 



22  that the AD loss ratio for the cumulative loss ratio 
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 1  is about 1.6.  You expect that at this time to be 



 2  about 5 percent, the actual loss ratio is 8 percent.  



 3  So, I'm just wondering if there has been any 



 4  analysis done to determine what has caused this at 



 5  such an early duration.



 6            MR. KINNEY:  In this case it's mostly 



 7  persistency.  And since our last study, we've 



 8  updated our morbidity assumptions as well.  That's 



 9  contributed a little bit to the deterioration.  You 



10  can see that the claims --



11            THE REPORTER:  Speak up.



12            MR. KINNEY:  The claims in the last two 



13  years, the actual experience has been worse than 



14  projected and two years ago as well.



15            MR. ZIMMERMAN:  Thank you.



16            COMMISSIONER GRODIN:  Thank you very 



17  much.  All right.  Next we have Senior Health 



18  Insurance Company of Pennsylvania.  Mr. Anderson.



19            MR. ANDERSON:  Good morning.  I would 



20  like to thank Deputy Commissioner Nancy Grodin and 



21  her staff and the others with Maryland Insurance 



22  Administration for giving me the opportunity to 
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 1  speak on behalf of Senior Health Insurance Company 



 2  of Pennsylvania, otherwise known as SHIP.



 3            My name is Duane Anderson.  I'm 



 4  responsible for the rate increase effort at SHIP as 



 5  well as supporting functions including IT and 



 6  operations.  We work closely together to evaluate 



 7  whether SHIP's current premium rates are an accurate 



 8  reflection of anticipated future claims based on 



 9  actuarial projections.



10            Milliman is our partner in the actuarial 



11  work.  In the past years they have been here with us 



12  at this meeting.  Today they couldn't be here.



13            My plan today is to provide a brief 



14  company history, the rate increases SHIP is seeking, 



15  and alternative options to the rate increases.



16            To be sure, SHIP is aware of the extreme 



17  difficulty these rate increases put upon 



18  policyholders and continues to explore ways to 



19  mitigate the necessary rate increases.



20            I would like to start with a brief 



21  company history.  SHIP was formed in 2008.  It's 



22  legacy business consists of long-term care blocks 
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 1  from American Travellers and Transport Life 



 2  Insurance Company which merged in 1998 and became 



 3  Conseco Senior Health Insurance Company.



 4            In 2008 the company was transferred to 



 5  Senior Health Care, an oversight trust.  The trust 



 6  was given the responsibility to take ownership of 



 7  SHIP and oversee the runoff of its closed blocks of 



 8  long-term care insurance.



 9            The trust and SHIP operate exclusively 



10  for the benefit of the policyholders, and we seek to 



11  maintain solvency through the remaining life of the 



12  company so that all obligations to policyholders may 



13  be met.



14            SHIP exists for the sole purpose of 



15  meeting long-term care policyholder needs.  We 



16  operate without a profit motive, and we will never 



17  attempt to recover past losses.



18            The trust is controlled by four former 



19  Commissioners of Insurance and the former president 



20  of the Society of Actuaries.



21            When SHIP was formed in 2008, there were 



22  150,000 active policyholders on policies written 
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 1  between the late '70s and 2003.  Today there are 



 2  57,000 total active policyholders across the states.



 3            In Maryland 4,300 policies were 



 4  originally written on 20 policy forms.  Today there 



 5  are 1,092 active policyholders in Maryland.  Again I 



 6  believe the denominator is 214, I heard earlier in 



 7  the presentation.



 8            SHIP's decision to file for rate 



 9  increases was made after in-depth analysis of the 



10  experience relating to policies that are the subject 



11  of these filings.



12            SHIP has filed for these increases in 



13  light of the information that has emerged over the 



14  years these policies have been in force, including 



15  claims experience and persistency.



16            Projected claims are higher than 



17  expected, compounded by persistency which is higher 



18  than expected.  We are requesting a 15 percent rate 



19  increase capped due to the Maryland limit on 



20  policies with a 5 percent compounded inflation 



21  benefit with unlimited duration.



22            For Maryland this impacts all 1,092 
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 1  policyholders.  In our standing rate filing SHIP has 



 2  shown we were able to justify a multiple over      



 3  100 percent premium rate increase in Maryland.  SHIP 



 4  is not seeking that higher rate.  However, we will 



 5  need to continue to file rate increases in Maryland 



 6  due to the rate cap of 15 percent.



 7            Given the rate increases necessary, in an 



 8  effort to provide policyholder options to retain 



 9  benefits under their policies, SHIP has proposed a 



10  variety of options for the policyholders to mitigate 



11  the rate increase.



12            Under the first option, SHIP is offering 



13  our policyholders to drop their inflation going 



14  forward while maintaining their current accumulated  



15  benefits, with a reduction of premium of 40 percent.  



16  This means the current daily benefit amount will 



17  remain constant in the future.



18            Additionally SHIP is offering an 



19  opportunity for a 30 percent premium reduction in 



20  exchange for an increase in the elimination period 



21  zero to 110 days.



22            SHIP is also offering policyholders the 
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 1  ability to select a nonforfeiture option and avoid 



 2  paying any future premiums.  Under this option, SHIP 



 3  will pay for the eligible expenses up to the total 



 4  premium that's been paid to-date less any benefits 



 5  that have been paid on the policy thus far.



 6            Finally, policyholders can select other 



 7  options of reduced benefits such as benefit periods 



 8  and daily benefit amounts in an effort to reduce or 



 9  keep premiums at their current rates.



10            As mentioned SHIP understands the 



11  challenges rate -- challenges rate increases have on 



12  our policyholders.  However, rate increases are 



13  needed to help insure future premiums will be 



14  adequate to fund the anticipated claims.



15            We actively manage and monitor the 



16  performance for our business updating actuarial 



17  studies on an annual basis to make sure we will be 



18  able to be there when our policyholders needs us 



19  most which is at the time of claim.



20            We will continue this dedication in the 



21  future.  To restate, the trust and SHIP operate 



22  exclusively for the benefit of policyholders, and we 
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 1  seek to maintain solvency through the remaining life 



 2  of the company so that all obligations of 



 3  policyholders may be met.



 4            I would like to thank everyone for 



 5  participating today for their time and attention, 



 6  and we're happy to take questions from the Maryland 



 7  Insurance Administration now.



 8            COMMISSIONER GRODIN:  Thank you, 



 9  Mr. Anderson.



10            MR. SWITZER:  Thanks again.  So, I see 



11  that your situation is a little different in that 



12  from the Form 5 lifetime loss ratio in Maryland is 



13  103 percent.  So, you're paying more in claims than 



14  premium.  I recognize that.



15            I just want to make sure that I 



16  understand what you said, that I'm doing the math 



17  right.  That I got that the lifetime increases on 



18  this form so far have been 300 percent.  And that 



19  your need, as you calculated it, is 100 percent.  



20  So, you will need to keep the -- the company sees 



21  themselves needing to keep filing 15s until you -- 



22  to get a lifetime increase of about 400 percent.
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 1            MR. ANDERSON:  Uh-huh.



 2            MR. SWITZER:  Thanks.



 3            COMMISSIONER GRODIN:  Thank you, 



 4  Mr. Anderson.



 5            MR. ANDERSON:  Thank you.



 6            COMMISSIONER GRODIN:  That concludes the 



 7  portion of this program to hear testimony from the 



 8  carriers.  I would like to turn now to the 



 9  individuals who have signed up to speak on our 



10  sheet.  The first one is Mr. Burgan. 



11            MR. BURGAN:  Good morning, everyone.  My 



12  name is Elwood Barry Burgan.  I am a policyholder.  



13  I'm not an attorney; I'm not an insurance agent.  



14  But I am policyholder.



15            THE REPORTER:  Hold it closer.



16            MR. BURGAN:  Is a fellow by the name of 



17  Ben Bigalo (phonetic), is he still with your agency?  



18  I spoke with Ben -- let's see.



19            MR. MORROW:  Ben Legow?



20            MR. BURGAN:  Pardon me?



21            MR. MORROW:  Ben Legow.  L-E-G-O-W.



22            MR. BURGAN:  Hold on.  Hold on a second.  
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 1  I have it here.  I have his name here.  It has to do 



 2  with my wanting to know why the Section 11-704 by 



 3  the Maryland Insurance Code has -- is allowing these 



 4  insurance companies to increase my rate or anyone's 



 5  rate an additional 15 percent per year.



 6            Now in calling down to the agency, Ben 



 7  Legow, I'm sorry, L-E-G-O-W.  (Inaudible.)



 8            THE REPORTER:  You've got to put it to 



 9  your mouth so I can hear.



10            MR. BURGAN:  Is Ben Legow still here? 



11            MR. MORROW:  He's not.



12            MR. BURGAN:  He's not.  Thank you.  I 



13  also spoke with -- because I have a letter on his 



14  behalf, and it states that if -- that I was not to 



15  have an increase bestowed upon me this year, but yet 



16  I received a letter stating from CNA that I have 



17  been increased the 15 percent as authorized by MIA.



18            Now, I also called and spoke with -- is 



19  there a Mary Kwei here?  Is that how you -- 



20            MS. KWEI:  Mary Kwei.



21            MR. BURGAN:  Kwei, that's you.  Okay.  I 



22  spoke with you several times this past week, I 
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 1  believe in regards to my policy.  And it has to do 



 2  with the age stipulation.  I even had my State 



 3  Senator whom I contacted try to get a clarification 



 4  on the age stipulation that's incorporated under 



 5  your letterhead, MIA letterhead, stating that there 



 6  can be increase up to -- up to -- up to the age of 



 7  75.



 8            Now, it's clearly in writing here under 



 9  your letterhead.  Up to means that I can be -- have 



10  this increase to my policy but up to the age of 75.  



11  I will be 75 next year.  So, even though I received 



12  a letter from Ben Legow telling me that I wouldn't 



13  be increased, I can substantially foresee the 



14  increase to my policy at this time.



15            But I am on a fixed income.  I'm a 



16  disabled veteran.  I'm on a fixed income.  I cannot 



17  continually afford 15 percent year after year after 



18  year after year after year.  I just can't do it.  



19  So, I need your help.



20            As a veteran, it's the greatest country 



21  in the world.  I fought for this country, and I'm 



22  proud to say that I fought for this country.  But I 
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 1  need your help.  And I'm sure I'm not the only one 



 2  that's in that category, that age category.



 3            But again it clearly states in your 



 4  letterhead up to the age of 75.  So, I employ you to 



 5  help me.



 6            I also had contacted the news media and 



 7  left a message with -- with one of the news 



 8  broadcasters concerning this matter.  And I have 



 9  also consulted an attorney.  And I was told to ask 



10  if this up to the age of 75 does not concur, then 



11  where is it in writing that stipulates that it does 



12  not incur.  Where I have it in writing here, where 



13  is it that it's not to be.



14            MR. MORROW:  So, Mr. Burgan, I don't know 



15  the specifics of your case.  Obviously you talked to 



16  Ben and Mary.  But I'm happy to talk with you with 



17  Mary after -- after this hearing, and I'm happy to 



18  look at the letter.



19            MR. BURGAN:  Yeah.



20            MR. MORROW:  Again --



21            MR. BURGAN:  I can show it to you.  This 



22  is evidence, however you want to do it.
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 1            MR. MORROW:  I'm happy to talk to you 



 2  afterward.



 3            MR. BURGAN:  Maryland Insurance 



 4  Administration.



 5            MR. MORROW:  I understand.  I understand 



 6  your issue, and I hear you very clearly.  You 



 7  cannot -- 



 8            MR. BURGAN:  Please.  I need help.  I'm 



 9  sure I'm not the only one, but I am a disabled 



10  veteran.  I am on a fixed income, and I need your 



11  help.



12            MR. MORROW:  Very good.  And we will talk 



13  when the meeting is over about your specific 



14  situation.  I will be happy to look at the letter.



15            MR. BURGAN:  Thank you for your time.



16            MR. MORROW:  Thank you.



17            COMMISSIONER GRODIN:  And next is Mr. -- 



18  it's either Huntman or Hutman.



19            MR. HUTMAN:  Hutman.



20            COMMISSIONER GRODIN: Hutman, thank you.



21            MR. HUTMAN:  Thank you, Deputy 



22  Commissioner Grodin, members of the MIA staff for 





�                                                               58



 1  the opportunity to talk to me.



 2            My name is Ed Hutman.  I'm an insurance 



 3  broker.  I represent a number of different 



 4  companies.  I have placed policies with 10 different 



 5  carriers since I started writing long-term care 



 6  insurance in 1991.  I have well over a thousand 



 7  Maryland clients many of whom will be affected by 



 8  the outcome of today's hearing.



 9            My wife and I are owners of two long-term 



10  care policies - one purchased from CNA in 1991 and a 



11  Genworth policy purchased in 2001.



12            Since I last testified at a MIA hearing 



13  in April of 2016, some things have changed for the 



14  better, but unfortunately some have not.  I applaud 



15  the MIA that it has taken steps to increase 



16  transparency through these Statewide meetings and 



17  information provided on the MIA website.  Both have 



18  helped the consumer gain a better understanding of 



19  what's happening to their policies when an 



20  MIA-approved rate increases will occur, and for 



21  those who have the background and who can understand 



22  the filings, the company's perspective of why they 





�                                                               59



 1  think increase in premiums is warranted.



 2            I'm happy for the transparency.  I hope 



 3  it continues.  But the unaddressed question remains, 



 4  why should poor performance numbers in large part 



 5  caused by insurance company business errors made 



 6  years ago be a policyholder problem?  This is the 



 7  elephant in the room.



 8            I assume that the data provided by the 



 9  companies in their rate increase request filings are 



10  correct.  If past history is any indicator, the MIA 



11  will look carefully at the numbers, carefully 



12  evaluate these numbers.  And if the numbers meet MIA 



13  requirements, the rate increases will be approved.



14            But what if the premise underlying the 



15  numbers is false?  What if the numbers are 



16  misleading?  How are adjustments for business errors 



17  reflected in the numbers presented in the filings?  



18  Sometimes numbers tell only part of the story.



19            When one of two parties to an agreement 



20  make a business mistake, which one should suffer the 



21  consequences of that mistake?  It appears the answer 



22  continues to be the Maryland consumer.
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 1            In the process used by MIA to determine 



 2  whether increases should be granted, how are the 



 3  companies held to account for poor business 



 4  decisions they make?  What metric does the MIA take 



 5  into consideration in weighing the extent to which 



 6  underperformance of these policies is caused by 



 7  business mistakes made by the insurance companies 



 8  many years ago?  



 9            How are the companies held to account for 



10  the errors they made in establishing overly 



11  aggressive or inadequate underwriting standards and 



12  pricing for the long-term care policies they sold?  



13  How are the companies held to account for the 



14  considerable morbidity assumption errors they made?



15            How are the companies held to account for 



16  the true but misleading statements made in consumer 



17  brochures they provided that induced the Maryland 



18  consumer to purchase their long-term care insurance 



19  policies?



20            Let me give you a little bit of history.  



21  I started selling long-term care insurance in 1991.  



22  Another thing that occurred in 1991 was the 
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 1  publishing in the New England Journal of Medicine, a 



 2  Kemper-Murtaugh study.  And I'm sure all of the 



 3  actuaries in the room are familiar with that.



 4            And this is where we derived the data 



 5  that two out of five people would likely need 



 6  long-term care.  That half of the people would 



 7  require care for 90 days or less, and that of the 



 8  other half, one out of f ive would require care for 



 9  five years or longer.



10            This is the most extensive study that's 



11  been conducted in long-term care at the time.  1991 



12  this information was known.  By 1996 the companies 



13  realized that their underwriting requirements were 



14  wide of the mark, and some of the companies started 



15  to make changes in their underwriting standards.



16            If a person had had a stroke, they no 



17  longer could get a policy with some of the carriers 



18  as an example.  By the end -- by 1998 the companies 



19  knew that their persistency numbers were wrong.  Way 



20  wide of the mark.



21            So, let's fast forward to 19 -- to 2001.  



22  Kemper-Murtaugh study 10 years ago.  Okay?  1996 
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 1  they knew the underwriting was wrong.  1998 they 



 2  knew the persistency numbers were wrong.  And 



 3  companies had already started to make the changes.



 4            So, it's 2001, and let's put on your 



 5  consumer hat.  Each of us in this room is a 



 6  consumer.  What if you were purchasing a long-term 



 7  care policy and the inside cover of the Genworth 



 8  policy brochure, one of the three companies that 



 9  you're considering states, while GE's long-term care 



10  division reserves the right to raise future premiums 



11  for all policyholders by State, it has never had to 



12  do so since it pioneered long-term care insurance 



13  more than 25 years ago.  And your premiums will 



14  never increase due to changes in your health status 



15  or age.



16            Or if you look at the second carrier, the 



17  first statement in the brochure was John Hancock, a 



18  name you can trust.  Rely on us, your partner in 



19  care.  Turn to a leader in long-term care insurance.  



20  When it comes to long-term care insurance, you want 



21  to be sure that the company behind your policy is in 



22  it for the long term.  Established 140 years ago, 
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 1  John Hancock is a pioneer in the long-term care 



 2  field, issuing our first policy in 1997.  And today 



 3  we serve more than 300,000 long-term care insurance 



 4  policyholders.



 5            Or do you look at MassMutual?  Who touts 



 6  its financial strength and states it has paid 



 7  dividends to participating policyholders every year 



 8  since 1869.  Yet is requesting a rate increase 



 9  today.



10            What are you, the Maryland consumer, to 



11  infer from these representations?  Wouldn't you 



12  reasonably assume that these companies with so much 



13  financial strength and experience knew what they 



14  were doing and had priced their policy based on 



15  knowledge and experience.



16            I have an 86 year old, an 80-year old 



17  couple who have seen their premiums almost double as 



18  a result of the five rate increases that have been 



19  granted by MIA since 2008.  They made carefully 



20  considered planning decisions based on the 



21  reasonable expectation that the insurance company 



22  knew what it was doing.  After all in the policy 
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 1  brochure it said that the company had never had a 



 2  rate increase.



 3            They have paid $98,000 in premiums 



 4  to-date.  They will continue to pay premium 



 5  increases because they feel they have no other 



 6  viable option.  They don't want to reduce their 



 7  coverage because they see friends and family, 



 8  contemporaries needing care as they age.  However, 



 9  as these increases have continued, I see more and 



10  more of my clients compromise their original intent 



11  when they purchased this important coverage by 



12  reducing their benefits or in some cases lapsing 



13  their policies because the premiums have become too 



14  high.



15            Nonforfeiture benefits provide at best a 



16  very few months of coverage.  The decisions they 



17  have been forced to make because of their financial 



18  circumstance will leave them with greatly reduced 



19  benefits at the time they need care.



20            When they asked me, Ed, when can I expect 



21  these rate increases to stop?  All I can tell them 



22  is I don't know.  And the MIA is limited in what it 
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 1  can do when an insurance carrier requests a rate 



 2  increase, and that they should expect the rate 



 3  increases to continue.



 4            We all look to the MIA not only to review 



 5  carefully all rate increase requests but to protect 



 6  the consumer by giving the appropriate pushback to 



 7  these requests.  It's up to the MIA to help build on 



 8  the transparency steps that have already been made 



 9  by taking the additional steps necessary to create 



10  the stable environment necessary to rebuild consumer 



11  confidence in this important coverage.



12            It's time to put an end to the seemingly 



13  endless rate increases which not only hurt the 



14  consumer but the State of Maryland as well because 



15  of the additional burden that will be placed on 



16  Medicaid.



17            It's time for the companies to accept 



18  responsibility for their significant mistakes and 



19  stop knocking on MIA's door asking for relief from a 



20  situation that they created.



21            From the MIA website, the Agency's goal 



22  is to provide efficient, effective service to both 
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 1  the consumers of insurance products and the 



 2  insurance industry.  The Maryland Insurance 



 3  Administration best serves its core constituent by 



 4  assuring fair treatment of consumers.



 5            By what measure can these constant 



 6  increases be considered fair?  If the problem is 



 7  that the MIA believes the law limits its efforts on 



 8  behalf of the Maryland consumer, then let us know 



 9  what legislation needs to be enacted to untie your 



10  hands.



11            If the MIA believes that based on current 



12  law that it must continue to permit these rate 



13  increases, I echo my colleague Karen Kerland's 



14  written testimony in suggesting that the following 



15  steps at a minimum be taken that -- be taken to 



16  create a fair environment.



17            No. 1, exclude policyholders age 75 and 



18  older from these increases.  This has already been 



19  mentioned.  And the term that was used that really 



20  bothered me was the term discriminatory.  They can't 



21  make the changes because you -- they could not limit 



22  at age 75 because it would be discriminatory.
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 1            Let me tell you what the word 



 2  discriminatory means as far as my clients.  I have 



 3  clients in their 80s, and they are presented with a 



 4  fact that their premiums are going to dramatically 



 5  increase with John Hancock 32 percent, or they are 



 6  given an option, they can have a landing spot of 4.3 



 7  percent.  Okay.



 8            But if they require care in ten years and 



 9  they take the 4.3 percent option, they have saved a 



10  couple thousand dollars -- several thousand dollars 



11  in premium in the short run.  And in the long run it 



12  will cost them tens of thousands of dollars at the 



13  time they need care.



14            And this story can be told again and 



15  again and again.  I see it all the time.  I live it 



16  every day.  And there is leveraging too because when 



17  you have a level -- it's only a 15 percent increase.  



18  But a 15 percent increase to a 55 year old versus a 



19  15 percent increase to an 80 or 85 year old, a big 



20  difference in terms of absolute dollars.



21            And the actuaries in the room know that 



22  I'm absolutely right in that statement.  That's 
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 1  where the discrimination takes place.



 2            The increases are much, much larger at 



 3  older ages.  It has a much greater impact on people 



 4  who are older.  And, so, what we are doing is we are 



 5  at the expense of these older policyholders, the MIA 



 6  is guaranteeing the bottom line of insurance 



 7  companies.



 8            What the actuaries mentioned was all we 



 9  want to do is to get back at break-even.  And what I 



10  am saying is, you made mistakes, absorb the losses.  



11  It is a -- it is a shareholder problem not a 



12  policyholder problem.  And you just have to accept 



13  the losses.  Because what is happening is incredibly 



14  discriminatory.



15            Continue the 15 percent limit in 



16  Maryland.  Once a rate increase has been granted, no 



17  additional rate increases shall be implemented for a 



18  period of time of five years.  Going forward once a 



19  policyholder has held a policy for ten years or more 



20  and has reached age 75, there should be no rate 



21  increases.



22            I ask the companies to work with the MIA 
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 1  to find an answer.  I understand the company's 



 2  problem.  If the company were here in the State able 



 3  to -- providing policies and if they weren't able to 



 4  pay claims, that would be a problem.



 5            But MassMutual, is that really a problem?  



 6  John Hancock, is that really a problem for you?  Are 



 7  you financially going to go under because of this?  



 8  You made mistakes.  Absorb the losses.  Stop 



 9  foisting this on the consumer.



10            I know we all want to provide the 



11  consumers with a fair insurance environment so the 



12  important financial decisions that are made are 



13  based on reasonable expectations of premium costs as 



14  well as policy performance.  Transparency is a good 



15  first step.  Fair accountability should be the 



16  second.  Thank you.



17            COMMISSIONER GRODIN:  Thank you, 



18  Mr. Hutman.



19            MR. SWITZER:  Thank you very much.  I 



20  regret if this is redundant, but I just wanted to 



21  see if it elicited some more thoughts from you 



22  because I am interested, to state the obvious.
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 1            So, as far as who bears the brunt of the 



 2  consequences of what's happened, one more time on 



 3  what's being done so far, the 15 percent cap.  We 



 4  covered that.  The other that the companies when 



 5  they originally priced these policies generally 



 6  speaking, every assumption was exactly right, 



 7  expected over the life of the 20, 30 years of the 



 8  policy to pay out 60 percent of premium in claims.  



 9  So, the rest are brokers, administrative costs, 



10  everything else.



11            So, another way that consequences are 



12  being felt is that again some companies are pricing 



13  for the break even.  I know you spoke to that.  



14  We've also -- there has been laws that for all the 



15  business here forward it has to be 85 percent, not 



16  50 or 60.  There has to be some consequence there.



17            If the company hasn't asked for 80, the 



18  MIA has looked at lifetime loss ratios up to 80 or 



19  so for the reasons that you have laid out.



20            I appreciate what you passed on in the 



21  brochures, and I thought it was interesting that 



22  Company A said it at the time, while the company 
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 1  reserves the right to raise future premiums for all 



 2  policyholders by State and class, it has never had 



 3  to do so since it pioneered long-term care.  And 



 4  your premiums will never increase due to a changes 



 5  in your health status or age.  I understand from the 



 6  consumer, that's perceived a certain way.



 7            For nonforfeiture, we have tried to 



 8  advocate for -- obviously if I were -- had long-term 



 9  care and had invested so many years of premium in, I 



10  would be very reluctant to just lapse.  I have got a 



11  lot of skin in so far.



12            So, trying to at least make -- for those 



13  who have to lapse, it more advantageous for them to 



14  lapse.  They will be left with some money to pay 



15  claims.



16            We have reduced even the 15 percent 



17  increases here at the MIA when it's warranted by the 



18  actuarial facts as we see them.  We have brought up 



19  ideas such as if you have new policies, to have a 



20  little mercy for people over age 75.  As you have 



21  alluded, that's another way.



22            We have always looked at, is this the 
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 1  first increase in quite a long time?  Maybe -- and 



 2  it's been brought up that waiting has a lot of 



 3  premium increase implications if you haven't acted 



 4  earlier.  Grading increases.  We've also tried to 



 5  employ rigor, that you are projecting things that 



 6  will get very bad in the future, that demonstration 



 7  needs to be airtight.



 8            So, these are some of the things that we 



 9  looked at.  And I understand where you're coming 



10  from.  But I think in summary my question for you 



11  is -- I know I have stated again what the charges of 



12  the actuaries, not inadequate, not excessive, not 



13  discriminatory.



14            But from what's being done so far, the 



15  question is is it enough.  And we're still asking 



16  ourself that question constantly.  But is only a 



17  denial what you feel is the right course?  I don't 



18  know if that's the right way to ask the question, 



19  but I hope you know where I'm coming from.  



20            MR. HUTMAN:  I don't think denying the 



21  rate increases is necessarily the answer.



22            MR. SWITZER:  Okay.
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 1            MR. HUTMAN:  My concern is the extent and 



 2  the continuity in the rate increases.



 3            MR. SWITZER:  Okay.



 4            MR. HUTMAN:  They never seem to end.  



 5  Okay?  My policy, I have had five increases from 



 6  Genworth.  I have had six increases from CNA.  I'm 



 7  not dropping my policies.  I'm going to continue to 



 8  pay the premiums, because I know what the facts are.  



 9  I know what the probabilities of my requiring care.  



10  Okay?



11            But in terms of finding -- finding that 



12  fair balance, that middle ground, what I'm trying to 



13  convey is that enough weight has not been given to 



14  the fact that the reason that we have the problem 



15  today is because companies were overly aggressive in 



16  their pricing, in their underwriting 15, 20 years 



17  ago.  Okay?



18            They created this problem.  Had their 



19  pricing been correct, had their underwriting been 



20  correct, the extent of today's problem would be 



21  dramatically less.  Okay?



22            Look, none of the companies, the 
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 1  companies invest their reserves, none of the 



 2  companies could have possibly foreseen what occurred 



 3  with interest rates in 2008 and 2009.  The cycle 



 4  stopped.  And some adjustment should be made for 



 5  that, and increases should be allowed for that.



 6            But morbidity assumptions, that is an 



 7  insurance company problem.  They knew the extent of 



 8  the problem or that there was a significant problem 



 9  in 1991.  Okay?  They knew there were underwriting 



10  issues by the middle of the 1990s.  They knew 



11  persistency was now a problem by the end of the 



12  decade.  Okay?



13            And we're talking -- what I mention is a 



14  policy that's taking place in 2001, and that's 



15  MassMutual started issuing their policies in 2000.  



16  They knew or should have known.  Okay?



17            And, so, what I'm asking the MIA to do is 



18  to temper the extent of the increases and look at 



19  the numbers within this broader context.  Numbers 



20  don't always mean what we think they mean.



21            MR. SWITZER:  Agreed.  Thank you.  That's 



22  helpful.  And I just wanted to relay that one of the 
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 1  first things that Commissioner Redmer asks for when 



 2  we put these in front of him and what we look at is 



 3  the lifetime increases.  What's different from the 



 4  first increase versus these members have already had 



 5  a hundred percent of rate increases.



 6            And also in reviewing the assumptions, 



 7  the assumptions can change from the past.  They can 



 8  change again in the future.  And that's part of our 



 9  attempted rigor.  Thanks again very much.



10            COMMISSIONER GRODIN:  Thank you.  Next on 



11  our list of individuals who had asked to speak is 



12  Ms. Spector.  Is Ms. Spector here or on the phone?  



13  Okay.  Okay.  And I think that does it.  Yeah.  Oh, 



14  I'm sorry, Ms. Rams.



15            MS. RAMS:   Thank you.  I'm here --



16            THE REPORTER:  You have to hold it up to 



17  your mouth.



18            MS. RAMS:  Sorry.  I'm here on behalf of 



19  people my age who are in their 80s who cannot afford 



20  the 75 or 50 percent increases.  I pay out of my 



21  check, my Social Security every month just for 



22  coverage $893 in medical coverage.  That is 
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 1  disgusting.  And you're telling me you would like to 



 2  raise it on me.



 3            I think you have to put a limit on no 



 4  more than if you got to raise it, 15 percent.  We 



 5  can't afford it.  It cost me $510,000 to take care 



 6  of parents who didn't have long-term care.  I can't 



 7  afford that any more.



 8            If you raise it the amount you want, I 



 9  can't afford to live nor can a lot of people my age.  



10  I haven't slept at night since I heard about this 



11  increase.  That's a bad feeling.



12            You're young now.  You don't understand 



13  what we go through.  It is tough knowing that you 



14  may be thrown out or not being able to get medical 



15  coverage because you cannot afford it.



16            There has got to be some way that you can 



17  control how much you raise it.  I don't care if you 



18  do it by age.



19            Let me explain to you something.  The 



20  first long-term care company I was with for 12 years 



21  went bankrupt.  And nothing happened.  I wasted all 



22  that money.  By the time I could get in again I was 
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 1  in my late fifties; so, my premiums are higher.



 2            If you raise this, there are so many 



 3  seniors that won't be able to sleep at night or will 



 4  give up food and where they live to be able to pay 



 5  for this coverage.  There has got to be some way you 



 6  can control this.  That's all I have to say.



 7            COMMISSIONER GRODIN:  Thank you, 



 8  Ms. Rams.  Is there anybody else here who would like 



 9  to speak in the room?



10            Is there anybody else on the phone?



11            Oh, yes, please.



12            MS. LEIMBACH:  My name is Sally Leimbach. 



13  And I've been an insurance broker specializing only 



14  in long-term care insurance since 1992.  I just 



15  wanted to add to the comments that were said today 



16  that when the MIA is reviewing the options that are 



17  going to be provided to the insureds who are facing 



18  rate increases, that they -- they look to be sure 



19  they are as creative as possible and as fair as 



20  possible.



21            I'm aware for instance with the 



22  partnership programs in Maryland for long-term care 
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 1  insurance, if you are 75 or younger, you're required 



 2  to have some kind of compound inflation included on 



 3  your policy.



 4            So, if an insured decided, okay, I will 



 5  eliminate my inflation protection and will reduce my 



 6  premium, they may be giving up their ability to have 



 7  a partnership benefit if they so qualified at claim 



 8  time.



 9            I am aware that MIA was active about 



10  this, and it's my understanding that in Maryland    



11  1 percent compound is now allowed.  So, the problem 



12  with that is will the insurance companies that did 



13  not file with a 1 percent compound be able to -- are 



14  they able to offer that as a way to mitigate costs, 



15  reducing from the 5 percent or the 4 percent or 



16  whatever they have had to a 1 percent compound.



17            I am unsure whether that takes 



18  legislation or not to make it easier for companies 



19  so that they don't have to do come with a costly 



20  refiling for existing policies that did not offer 



21  that at the time they were regularly filed.



22            Maybe there can be some kind of a 
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 1  grandfathering done by the State of Maryland that 



 2  would allow all companies to be able to offer a     



 3  1 percent.  I am not sure about all the legalities 



 4  and regulation.  But I do know that that would be 



 5  very helpful as an option for people not to lose 



 6  what they really did want to have, a partnership 



 7  qualified long-term care insurance policy, by 



 8  following directions from -- or options they are 



 9  given reduce their premium and perhaps not even 



10  realizing if they do away with their inflation, they 



11  are going to lose their partnership policy ability.



12            Thank you.



13            MR. HUTMAN:  May I ask one quick 



14  question?



15            COMMISSIONER GRODIN:  Yes.



16            MR. HUTMAN:  Let's assume in a perfect 



17  world, we are looking to the future, and they have 



18  come up with a means of -- and Alzheimer's becomes a 



19  controlled chronic condition, no longer leads to 



20  long-term care needs, and interest rates have gone 



21  to 10 percent, rates of return on invested reserves 



22  have gone to 10 percent, what is the process or the 
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 1  mechanism for existing policyholders to have a 



 2  reduction in their premium?  What steps would the 



 3  companies take to see that that happens?



 4            MR. SWITZER:  To restate the question, 



 5  what if assumptions do change down the road, 



 6  Alzheimer's for example becomes controlled, interest 



 7  rates rise to 10 percent, what mechanism is in place 



 8  to reflect those changes, material changes in LTC 



 9  premiums?  Would those assumptions alone lead to a 



10  rate reduction?  



11            Well, first, as you know -- to answer 



12  your question, the MIA monitors financial results 



13  every year for financial statements.  I would be 



14  inclined, my team and I, to engage the company about 



15  just like recently in December the tax cuts and jobs 



16  act for the affordable care market generated a fair 



17  amount of dollars for insurance companies, improved 



18  their tax bracket.  We asked them how is this 



19  reflected in your filing.



20            We would intend to do the same thing.  



21  The nuance to that is that typically obviously 



22  insurers file at their own volition, and we wait for 
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 1  them to submit a filing.  We wouldn't wait.



 2            MR. HUTMAN:  But I'm a policyholder that 



 3  purchased a policy in 2005, the same answer would 



 4  apply?  



 5            MR. SWITZER:  As soon as we saw these 



 6  kind of dynamics emerging, to ask the carriers what 



 7  are you doing about it?  And I know there would be a 



 8  time lapse to when we get from that conversation to 



 9  a rate filing to an approved rate filing, but we 



10  would be sensitive to the timing and the magnitude 



11  and what it would mean to a consumer to try to push 



12  it.



13            MR. HUTMAN:  Thank you.



14            MR. PLUMB:  Can I add something to that? 



15            MR. SWITZER:  Sure.



16            MR. PLUMB:  The model regulation that's 



17  in effect now requires once a company files for a 



18  rate increase, you have to submit annual followups 



19  for three years to the insurance division.  And that 



20  three years can be extended for basically whatever 



21  reason the Commissioner decides.



22            And if it ever looks like you're not 
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 1  going to meet the minimum loss ratio, which is 85 



 2  percent on the increase, then the Commissioner can 



 3  require the company to either increase benefits or 



 4  reduce premiums so they would meet the minimum loss 



 5  ratio.



 6            That only applies to policies that were 



 7  issued on average around 2002 and later.  But we 



 8  have -- we have supported doing that for all 



 9  policies in certain States that are concerned about 



10  the older policies.



11            And if the minimum loss ratio isn't being 



12  met after a rate increase, you have to adjust 



13  downward premiums.



14            MR. HUTMAN:  That you for the 



15  explanation.  That's helpful.



16            MR. ZIMMERMAN:  I think you stated a set 



17  of conditions that are -- what I will call unlikely 



18  but I have learned in the last couple of years what 



19  I think likely could happen.



20            But to everybody's point, I think Todd 



21  made the point earlier, we have an obligation to 



22  make sure rates aren't excessive.  That's really the 
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 1  answer to your question.



 2            MR. HUTMAN:  Okay.



 3            COMMISSIONER GRODIN:  All right.  We will 



 4  go back to the phone.  Is there anyone on the phone 



 5  that would like to speak?  



 6            All right.  Then this will conclude our 



 7  rate hearing today.  I want to thank everybody for 



 8  coming and everyone for dialing in.



 9      (Whereupon at 10:33 a.m. the hearing concluded.)
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 2  COUNTY OF HOWARD SS:



 3            I, Susan Farrell Smith, Notary Public of 



 4  the State of Maryland, do hereby certify that 



 5  above-captioned matter came on before me at the time 



 6  and place herein set out.  



 7            I further certify that the proceeding was 



 8  recorded stenographically by me and that this 



 9  transcript is a true record of the proceedings.



10            I further certify that I am not of 



11  counsel to any of the parties, nor an employee of 



12  counsel, nor related to any of the parties, nor in 



13  any way interested in the outcome of this action.



14            As witness my hand and notarial seal this 



15  3rd day of September, 2018.



16            



17                           _____________________



18                             Susan Farrell Smith



19                          Notary Public    



20  (My Commission expires February 8, 2020)
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Page 3 Page 5
1 APPEARANCES: 1 PROCEEDINGS
2 Nancy Grodin, Deputy Commi ssioner 2 COMMISSIONER GRODIN: All right.
8 Todd Switzer, Chief Actuary 3 Welcome, everyone. And thank you for coming today.
4 Robert Morrow, Associate Commi ssioner 4 1 am Nancy Grodin, Deputy Commissioner of the
5 Adam Zi mmer man, - Actuary 5 Maryland Insurance Administration.
6 6 And thisisour third public hearing on
7 7 specific carrier rate increases for long-term care
8 8 insurance in 2018.
9 9 Today's hearing will focus on several
10 10 rate increase requests now before the MIA in the
1 11 individual long-term care market. These include
12 12 requests from Senior Health Insurance Company of
13 13 Pennsylvania proposing increases of 15 percent; John
14 14 Hancock Life Insurance Company proposing increases
15 15 of 15 percent; MedAmerica Insurance Company
16 16 proposing increases of 4.2 percent; and
17 17 Massachusetts Mutual Life Insurance Company
18 18 proposing increases of 15 percent.
19 19 These requests affect about 6,214
20 20 Maryland policyholders. The goal of today's hearing
21 21 isfor the insurance company representativesto
22

22 explain their reasons for rate increases.
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Page 6
1 We will also listen to comments from

2 consumers and other interested parties. We are here
3 tolisten and ask questions of the carriers and

4 consumers regarding the specific rate increase

5 requests.

6 | would like to take a moment to have

7 each of the people here at the front table introduce

8 themselves, and then we will go into the audience

9 and have the other MIA staff members introduce

10 themselves. Starting to my right.

11 MR. ZIMMERMAN: I'm Adam Zimmerman. I'm
12 an actuary at the Maryland Insurance Administration.
13 MR. MORROW: Bob Morrow, I'm the

14 Assistant Commissioner for Life and Health.

15 MR. SWITZER: Todd Switzer, Chief
16 Actuary.
17 COMMISSIONER GRODIN: Thank you. And

18 let's go around room now starting with Nancy.

19 MS. MUHLBERGER: Nancy Muehlberger,
20 Actuary.
21 MR. PATTI: Michael Patti, Government

22 Relations Associate at MIA.

Page 8
1 those folkslisted on the sign-up sheet and those

2 who RSVPed in advance to speak.

3 Second with the exception of MIA staff,

4 thishearing is not a question/answer forum.

5 Comments from interested parties were received and
6 reviewed in advance of thismeeting. And please

7 continue to submit your comments until Monday,

8 August 27th. And, again, the MIA will continue to
9 keep the record open until Monday, August 27th.

10 The transcript of today's meeting as well

11 asall written testimony that's been submitted will
12 be posted on the MIA's website on the long-term care
13 page aswell as the quasi-legidative hearings page.
14 The long-term care page can be found at

15 the MIA website by clicking on the long-term care
16 tab located under the quick link section which ison
17 theleft-hand side of our page.

18 Asaremainder, we do have a Court

19 Reporter here today to document the hearing. When
20 you are called up to speak, please state your name
21 and affiliation clearly for therecord. And I'm

22 assuming that we will pass this microphone over to

Page 7

1 MS. KWEI: May Kwel, Chief of Life and

2 Hedth Complaints.

3 COMMISSIONER GRODIN: And at the table.
4 MS. IMM: Tracy Imm, I'm the Director of

5 Public Affairs.

6 MR. SVIATKO: Joe Sviatko, Public Affairs
7 Office.
8 MR. BURGAN: My nameis Barry Burgan.

9 I'm apolicyholder.

10 COMMISSIONER GRODIN: Thank you, sir.
11 All right. I'm going to go over afew procedures

12 that we would like to follow today. First of al,

13 thereisahandout that has all of our contact

14 information on it.

15 THE REPORTER: Put the microphone up.

16 COMMISSIONER GRODIN: It was at the front
17 table, and please make sure to pick one up. If you

18 would like to speak today, you will need to sign up

19 on the sheet. And we do have a number of people who
20 have signed up to speak, and include your name and
21 contact information.

22 Wewill only be calling the names of

Page 9
1 anybody -- oh, there is microphone over there. So

2 holdit close.

3 All right. If you are dialing into the

4 hearing through our conference call line, we ask

5 that you please mute your phones. Please, please
6 don't put uson hold. What thisdoesisit

7 broadcasts your music. It happened in our last

8 hearing. It wasvery disruptive.

9 So, I'm going to ask again, please do not
10 put uson hold. It will broadcast your hold music.
11 Evenif you don't think you have hold music, you do.
12 So, please put us on mute.

13 Also any time before speaking if you

14 could please restate your name and your

15 organization, that would be a great help. And thank
16 you.

17 We're going to be asking carriersto come
18 upindividually to speak regarding their rate

19 requests A to Z. Afterwards, interested

20 stakeholders and those dialing in via conference
21 cdl linewill be invited to speak.

22 All right. So, does anybody at the front
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Page 10

1 table have anything they would like to say?

2 MR. SWITZER: Yes.
3 COMMISSIONER GRODIN: Okay.
4 MR. SWITZER: Good morning. | would like

5 to thank everyonewho is here. It seemslikethe

6 Affordable Care Act gets most of the attention, but
7 long-term careis every much as much in a situation
8 that needs alot of input and alot of attention to

9 address some of the concernsthat are dire.

10 We currently have -- thereis 10 of usin

11 the actuariesteam. We have 35 long-term care rate
12 filingsin-house. | think by the end of this

13 meeting, we will have five more. They just keep
14 coming.

15 The increases range from 30 -- the

16 averageisa 36 percent increase, despite the 15

17 percent cap, and lot of companies file nationwide.
18 Therangeisfrom 4 percent to 112 percent.

19 Just trying to put some numbersto alot

20 of the points that you've made and others have made
21 through public comments, that the increases are

22 large. Andwe will get to theinsurer side as well.

Page 12
1 I'm going to try to briefly respond to
2 some of these. Ed, who | hopeis here today, who
3 asked, well, how much latitude does the MIA really
4 have? Areyour handstied or what? And how are
5 carriers being held to account? Questions like
6 that.
7 And lastly, Karen pointed out that one of
8 thecarriershereisvery financially strong. Some
9 of her clientsarejust at this point in time
10 reaching their 70s and 80s, and it's not the time to
11 scale back benefitsin order to offset premiums.
12 First to the question of the MIA's
13 latitude. Maryland code says the rates must be
14 reasonablein relation to benefits. It says other
15 things, but the key ones, not inadequate or
16 excessive or unfairly discriminatory.
17 So, as you know, there is balance there.
18 They can't be inadequate. They are businesses.
19 They were projecting costs 20, 25, 50 years out. We
20 recognize that.
21 They also need to be reasonable. They
22 need to be -- they can't be discriminatory, can't be

Page 11
1 The NAIC is-- isvery activein looking

2 at this. Price Waterhouse Coopers fairly recently

3 put out an article about long-term care, entitled

4 Crisis of Confidence: A Call to Action. Therearea
5 lot of eyeson this, and weretrying to increase

6 the number of eyes on this.

7 I would aso like to thank the people who

8 submitted public comments. We had five. And for
9 example, Charles bought the policy 17 years ago from
10 one of the carriers here today. It cost 2,500 at

11 thetime; it costs 5,000 today. They can't keep up.
12 Tim and Bonny also have a-- coverage

13 with acarrier heretoday. Some of their comments |
14 pulled out. They said they worked hard to plan

15 their retirement. They don't want to shift coststo
16 their children or the government. Please give us
17 more information, provide us some assistance.

18 Jeff on the Eastern Shote talked to us

19 about the longevity of long-term care. He said in
20 plain language, alot of people are just trying to

21 have some security, some dignity in these years.

22 Give us someliberal aternatives.

Page 13
1 excessive. | think we need to consider al the

2 facts of if anincreaseis needed, should it be

3 gradual. The assumptions, the range of people touch
4 on, isthe company currently in a bad situation or

5 will they bein abad situationin 10 or 20 years?

6 They both are actuarial matters that need to be

7 squarely addressed, but ones that come to mind.

8 So, asfar as plain language, why are

9 increases coming in so frequently and at the

10 magnitude they are coming in? A lot of thisyou

11 know, but just to put some numbersto it, the

12 percentage of Americans over age 80 in 2015 was 2.9
13 percent. 1n 2050, it's aways out, but that's

14 projected to be 7.3 percent. It's nearly triple.

15 That's significant.

16 The number of Americans over age 65in

17 1970 was 8 percent; in 2050 it will 20 percent. And
18 of those 20 percent, another 20 percent of them will
19 need carefor five years. That effects costs; it's

20 aredlity.

21 It istrue that statistics | heard in the

22 '60, the average family was having 2.2 children to
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Page 14
1 carefor their parents when they were older. The

2 number isdownto 1.4. That's not as available to
3 seniors.

4 And lastly, people aren't saving as much
5 money that -- in 1980 according to the World Bank
6 21 percent of the GDP was savings. Today in 2010,
7 it keeps coming down, it's 15 percent. So, just a
8 few numbersto why we are where we are.

9 Some of the consequences, in Maryland we
10 have 129,000 seniors with long-term care coverage.
11 It provides avaluable benefit. Long-term care
12 started in the '70s, the late '70s as you know.

13 Maryland had 38 carriers. 1I'm excluding the ones
14 that sold it with life insurance. 25 have left. We
15 aredown to 13.

16 Most recently in March, State Farm was
17 the 25th to leave. So, we keep that in mind as
18 well.

19 So, what has been done? What isthe MIA
20 doing? What will we do? What's been done, one, we
21 aretheonly State that has a 15 percent cap. |
22 know that's not a panacea. | know Illinois looked

Page 16
1 It's more than in the past, and we are

2 trying to work more with carriers to make sure that
3 balanceisthere. But it's not that the filings are

4 being taken in, we ask afew questions and we just
5 approveit. It'sjust not the facts.

6 A lot of times the insurers of their own

7 volition have -- again how are they held to account,
8 have priced to alifetime lossratio of 100 percent.
9 Meaning if they takein adollar of premium, they
10 have agreed to pay adollar of clams. No profit.
11 Some have done that on their own. Not al. And
12 that's another aspect of what's been done.

13 In Annapolis, there are always many bills
14 about long-term care. One that came up this last
15 session wasto if you have a contingent benefit upon
16 lapse, explore crediting interest on the premiums
17 earned. That was agreed to be examined further.
18 But it'sjust an example of those bills put forward
19 to get attention in Annapolis to what can be done.
20 So, lastly what -- what will we do. Some
21 of the ideas that were put forward by some of the
22 public comments and ones that have come up in

Page 15
atitand didn't doit. Butit'sacap that works

both ways.

| think it grades an increase for the
companies that are really in a bad position or
really slows down how much they can correct. But
it's significant, and it comes up quite often.

Our largest long-term care insurer,
Genworth, they are, as you may know, contemplating a
merger with China Oceanwide. And our Commissioner
10 has been very active in looking at the SEC filings
11 and looking at some of the parameters around that
12 deal. And the increases that have been pursued by
13 Genworth have been on hold until there is more
14 information, there is more questions answered about
15 that, that deal. That's another example.
16 In the past six monthsin the actuary's
17 officewe are scrutinizing filings. We aretrying
18 to build our own models, improve our own models.
19 We've had, for example, nine insurers
20 submit an average increase of 36 percent. That's
21 not just in oneyear. It'snot just acap. And the
22 average approved has been 11.5.

©O© 00 ~NO O~ WN P

Page 17
1 Annapolis before, are what if you exclude increases

2 for people over 75. Againjust anidea. It needsa

3 lot of vetting, but we will explore every idea.

4 What about if you get an increase, you

5 don't get another increase for five years. ldeas.

6 But if you're age 75 and you've had the policy for

7 10 years, how about no more rate increases.

8 Not all of thesework. Andit's

9 difficult for a business that entered a market to

10 changethe rules after the fact. But for new

11 businesstrying to at least put ideas out thereto

12 conjure other thoughts.

13 And lastly when we scrutinize the

14 filings, there isin some ways two camps, in some
15 cases again the company is already in abad

16 situation. They arein duration 15 for example, and
17 they expected to be paying 50 cents on the dollar of
18 premium, and they are paying 110. That's one

19 situation whereit's clear, and we try to work with
20 them to gradually get on a path to find balance.

21 There is other situations where it's very

22 assumption driven and -- as the nature of long-term

Epi g Court Reporting So
1- 800- 292- 4789

| utions - Washi ngton, DC

www. deposi ti on. conf washi ngt on-dc. ht m

http: // wa. yes| aw net/ hel p



http://www.deposition.com



HEARI NG -

08/ 20/ 2018 Pages 18..21

Page 18
1 careis, and the financial losses won't come for ten

2 years, fiveyears. And those we look alittle

3 closer and we try to understand the seriatim models
4 that the carriers have.

5 So, | appreciate again comments. They

6 are helpful to usto get another vantage point. |

7 hope we have spoken to them abit. And I will turn
8 back to Nancy to moderate and try to answer any

9 other questions later.

10 COMMISSIONER GRODIN: Thanks, Todd.
11 Anyone else? Okay. All right. Then we can start
12 with the John Hancock Life Insurance Company,
13 Mr. Plumb.

14 MR. PLUMB: Good morning, everybody.

15 Thank you, Deputy Commissioner Grodin and your staff
16 for providing us the opportunity to participate in

17 thisimportant hearing today.

18 My nameis David Plumb, and I'm vice

19 president of actuary at John Hancock, responsible
20 for thein force pricing of our long-term care.

21 John Hancock first issued long-term care

22 insurancein 1987. Long-term care services can cost

Page 20
1 explain why we need these premium adjustments. So,

2 long-term careinsurance is avery long duration

3 product where people buy in their 50s and most claim
4 intheir 80s. And long-term care uses and expenses
5 aredifficult to predict for many decades into the

6 future.

7 Writers of thisimportant product need to

8 be ableto adjust premiumsto reflect emerging

9 experience. If thiswas not structured asa

10 guaranteed renewable product, which gives companies
11 that ahility, and companies couldn't raise their

12 ratesto reflect experience, it's highly unlikely

13 that any carrier would have ever sold this type of
14 insurance.

15 That would have resulted in millions more
16 people spending virtually all of their savings on

17 care costs and then relying on strained Medicaid
18 programsfor their care after depleting their

19 assets.

20 Most of the earlier premium increasesin

21 theindustry were due to lower than expected

22 voluntary lapses. Current premium increases are

Page 19
1 hundreds of thousands of dollars, and this can

2 easily deplete someone's saving and then some.

3 Pooling an individual's risk with others

4 through insurance is much more affordable than

5 trying to earmark savings to cover the potential

6 costs.

7 We have an outstanding filing with the

8 MIA for apolicy form that was sold in Maryland from
9 2007 through 2011 where we reguested a premium
10 increase of 15 percent. Thiswill impact about 1200
11 Maryland insureds, and this plan has not had any

12 prior rate increase.

13 Our origina requested increase on this

14 plan was about 27 percent, but we reduced to

15 15 percent to satisfy the annual limit in Maryland.
16 We expect to file for the remaining amount next year
17 with thetotal of the increase being alittle bit

18 more than the 27 percent due to the timing of the
19 implementation.

20 We are not trying to recover any past

21 lossesin our filings. The increases are needed to
22 cover projected future losses. So, | want to

Page 21
1 more driven by claims and mortality experience.

2 Thisisstill ardatively young industry, and many

3 companies have just recently started to get a

4 significant amount of claims experience at the older
5 agesand later policy durations which is where the

6 vast mgority of claims are expected to happen.

7 At John Hancock we are seeing more people
8 than expected living to older ages where long-term
9 care events happen. And we are seeing a higher rate
10 of claimsthan expected and longer lasting claims
11 than expected for those who do make it to the older
12 ages and after the effects of underwriting have worn
13 off.

14 | would like to point out that our

15 experience on this particular form is actually a

16 little bit better than expected so far. But this

17 formisfairly new, and so far we've only paid about
18 4 percent of the claims that we ultimately expect to
19 pay.

20 As| mentioned earlier, where our claims

21 areworse than expected are at the older ages and

22 later policy durations. We have very little
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Page 22
1 businessin that area on this particular form. But

2 wedo have alot of businessin that area on our

3 older similar policy forms.

4 We're using that information on our older

5 formsto act earlier on thisform. Waiting until

6 the adverse experience emerges on this form aone

7 would result in amuch larger increase needed.

8 As an example, the 27 percent that we

9 need now, if we were to wait ten years more in order
10 for the adverse experience to emerge on this form,
11 it would be 65 percent rather than 27 percent.

12 With this plan we are not able to offer

13 our future inflation reduction landing spot, because
14 that's only available for plans with afixed

15 inflation whereas most of these plans have inflation
16 that'slinked to the CPI index and others have a

17 guaranteed purchase option.

18 We do offer the typical benefit reduction

19 option such as reducing your daily benefit maximum
20 or shortening the benefit period.

21 So, thank you again for allowing meto

Page 24
1 company is-- if you're not going to be able to
2 raiserates above a certain age, then that means you
3 haveto raise rates more for people below that age,
4 then those people are paying more than they should
5 while others are paying less than they should.
6 S0, | think there is discriminatory
7 issues there, and then the whole language around
8 rating class makes that question moot.
9 MR. SWITZER: Second, so -- thanks. |
10 understand that what you filed effects 1,200 of your
11 membersin Maryland which is about 5 percent of your
12 total Maryland members. And you mentioned that
13 mortality isthe key assumption.
14 MR. PLUMB: Morbidity aswell, Todd.
15 MR. SWITZER: Okay. For this particular
16 5 percent subset if you had to pick one assumption
17 that'sthe main driver, could you just -- isit
18 morbidity?
19 MR. PLUMB: | think for this particular
20 oneit'smorbidity. I'mjust not sure, but | am
21 fairly certain it's morbidity.

22 address our current filing, and | would be happy to | 22 MR. SWITZER: Thank you.

Page 23 Page 25
1 answer any questions you may have. 1 MR. PLUMB: Y ou're welcome.
2 COMMISSIONER GRODIN: Thank you, 2 MR. MORROW: Let me ask you real quick.
3 Mr. Plumb. Any questions from MIA staff? 3 Doesyour answer to Todd's first question change if
4 MR. SWITZER: Thank you, Dave. One of 4 the General Assembly sides as a matter og policy

5 theideas that have been put forward that we

6 understand some insurers have adopted are exempting
7 policyholders over age 75 from rate increases. I'm
8 not asking for anything definitive, but is that

9 something that off the bat is a nonstarter or that

10 can be considered from your standpoint?

11 MR. PLUMB: 1 think a couple of problems
12 with that are, so, long-term careis a -- rates have
13 to beincreased on aclass of business. You can't
14 single out people for arate increase, like

15 unhealthy people will have arate increase versus
16 healthy. It hasto be based on a premium class.

17 And a premium class has never been

18 defined has obtained age, it's always issue age,

19 benefit period, inflation option, and underwriting
20 class.

21 The second potential issue with that is

22 that it may be discriminatory particularly if the

5 they want to put in that 75 year old age level?

6 MR. PLUMB: I'mnot alawyer. | wish |

7 was sometimes. But | don't know if thereisa

8 determinatory issue and the General Assembly has

9 said it's okay to discriminate, does that leave the

10 company off the hook for discrimination lawsuits. |
11 don't know the answer to that.

12 MR. MORROW: I'mthinking in terms of the
13 numbers. I'm not asking about that.

14 MR. PLUMB: I'm sorry, | don't

15 understand. So, the issue of not raising rates for

16 people above a certain age and raising rates more
17 for people below that age?

18 MR. MORROW: Right. Doesthat -- does
19 that actually help the experience?

20 MR. PLUMB: If there were no

21 discriminatory issues, | think that would be fine

22 except for when a company only has people above a
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1 certain age, it could be devastating for them. And

2 some of the older companiesthat arein dire straits

3 probably are more in that situation where they

4 couldn't get any rate increases.

5 MR. MORROW: Okay. Thank you.

6 COMMISSIONER GRODIN: Thank you,

7 Mr. Plumb.

8 We now have Massachusetts Mutua Life

9 Insurance Company, Mr. Fawthrop. Y ou have to spell
10 that for the Court Reporter.

11 MR. FAWTHROP: Good morning. My nameis
12 Roland Fawthrop F-A-W-T-H-R-O-P. I'm senior actuary
13 at Massachusetts Mutual Life Insurance Company,

14 MassMutual, responsible for the health product lines
15 which include our individual long-term care

16 insurance products, which is marketed under the name
17 Signature Care.

18 On behalf of MassMutual, thank you for

19 the opportunity to discuss MassMutual's request for
20 in-force premium increases for our closed block of

21 individual long-term care insurance policies.

22 Before discussing our request, | want to

Page 28
1 well as our own and the industry's claims experience

2 toinsure that the policy features and rates align

3 to meet today's and tomorrow's maturing popul ation.
4 Consistent with what other carriers have

5 found, our emerging and expected experienceis

6 running more adverse than previously expected. More
7 specifically as described in our filing, lower

8 mortality and lapse rates result in amuch larger

9 pool of expected LTC claims, and higher morbidity
10 which isfrom a combination of higher than expected
11 incidence rates and lower -- longer claims durations
12 result in significantly higher expected claims

13 files.

14 While lower interest rates have a

15 meaningful impact, the biggest drivers of the

16 difference in expected experience are mortality and
17 morbidity. Given these factors, our company's

18 senior leadership made the difficult decision to

19 filefor premium rate increases. Thisisthefirst

20 LTC rateincrease request ever made by MassMutual.
21 These premium rate increases are intended

22 to mitigate losses expected to emergein the future.

Page 27

1 first provide a brief background on MassMutual'sLTC
2 business.

3 MassMutual, a mutual life insurance

4 company, established in 1851 in Springfield,

5 Massachusetts, began selling long-term care

6 insurancein 2000 with our Senior Signature Care 200
7 series.

8 Since releasing that first product,

9 MassMutual has introduced five subsequent series -
10 Signature Care 300, 400, 500, 511, and 513. Our

11 closed block which is the subject of this pending

12 premium rate increase request includes the Signature
13 Care 200, 300 and 400, 500 and 511 series.

14 | would also like to note that despite

15 other companies ceasing sales of their products,

16 MassMutual remains one of those companies committed
17 to selling individual long-term care insurance as we
18 continue to market the 513 series for new sales and
19 arein the process of filing our next series,

20 Signature Care 600.

21 As abusiness we closely monitor current

22 and emerging market and regulatory conditions as

Page 29
1 They are not to recover any past |osses already

2 incurred.

3 In total MassMutual currently has over

4 73,000 long-term care insurance policiesin force

5 nationally covering about 90,000 insureds as some
6 policies wereissued asjoint coverage.

7 About 54,000 palicies or 70,000 insureds

8 are subject to our nationwide rate increase request.
9 Of that amount, there are approximately 2,700

10 policiesor 3,700 insuredsin force in Maryland.

11 The premium increases that MassM utual has
12 filed nationwide are set to achieve arate level

13 consistent with that on our currently marketed

14 513 series.

15 Thefiled increases vary by rate series

16 and al available options and riders. Individual

17 policy rate increases are then capped at one hundred
18 percent.

19 Recognizing Maryland's 15 percent

20 regulatory cap on increases, MassMutual initially
21 requested amulti year phased-in rate increase such

22 that no policy owner would receive arate increase
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1 more than 15 percent in any single calendar year.

2 The cumulative rate increase would then

3 be capped at 145 percent on each individual policy,
4 which isthe actuarial equivalent of the nationwide

5 request.

6 At the request of the Maryland Insurance

7 Administration, we've amended our filing to limit

8 thisrequest to just one rate increase capped at

9 15 percent. We believe the rate increase is both

10 justified and needed.

11 We anticipate filing additional premium

12 rateincreasesin the future in order to bring

13 Maryland premium rates on par with the nationwide
14 ratelevel.

15 Next | will spend afew minutes

16 discussing MassMutual's communication plan which was
17 designed to be as transparent as possible with

18 policy -- policy owners, producers, and insurance
19 regulators. We know that thisis a priority for

20 Commissioner Redmer and the MIA.

21 Prior to our initial premium increase, we

22 engaged with State regulators including Maryland to

Page 32
1 their coverage.
2 MassMutual is sensitive to the impact
3 that rate increases may have on policy owners.
4 Policy owners effected by the premium increase will
5 have the option of reducing their policy benefits to
6 provide flexibility of choice for those who wish to
7 maintain apremium level similar to what they were
8 paying prior to the rate increase.
9 The benefit reduction options available
10 to policyholders to mitigate the proposed rate
11 increase may include reducing the daily benefit
12 amount, extending the elimination period, reducing
13 the benefit period, reducing the amount of inflation
14 protection and/or removing optional riders.
15 MassMutual has requested to voluntarily
16 offer a contingent benefit upon lapse to all
17 insureds affected by the premium increase, even if
18 theincreaseis not considered substantial.
19 In closing, MassMutual understands that
20 therate increase request is neither popular or
21 ideal. However in being transparent and empathetic
22 to both our policyholders and to you, the regulator,

Page 31
1 make you aware of the filing and communication plans

2 inadvance of any anticipated media coverage. We
3 also engaged with our producers so that they would
4 be prepared to respond to policy owner questions.

5 Lastly we want policy owners subject to

6 therate increase request to hear this news directly

7 from the company and not from the media, word of
8 mouth or an individual publication.

9 As such we sent aletter to our policy

10 owners notifying them of the potential rate increase
11 ontheir long-term care policy.

12 Once we have regulatory approva and have
13 implemented the new premium ratesin our

14 administrative systems, the company will send a
15 formal increase notification approximately 90 days
16 prior to the effective date of any rate increase

17 with alist of options available to impacted policy
18 owners.

19 The 90 day notification period is meant

20 to provide policy ownerstimeto consider their

21 individua circumstances and options available to
22 them, and to make sound, informed decisions about

Page 33
1 MassMutual hopes to make this process as smooth as

2 possible.

3 Thank you for allowing me to participate

4 intoday's hearing. | am happy to answer any

5 questions you have.

6 MR. SWITZER: Thanksvery much. It'sa

7 little bit of avariation of the question that |

8 asked Mr. Plumb, the idea of exempting someone, a
9 policyholder who is age 75 or older and has had a

10 policy for 10 years or more, understanding if you

11 echo John Hancock's concerns, | would be interested
12 inthat.

13 But barring the legal issues for the time

14 being, actuarially would this variation, reducing

15 the actuarial impacts somewhat, comments on the
16 feasibility of the idea or perhaps a modification of
17 theidea, please.

18 MR. FAWTHROP: So, | do echo the comments
19 from John Hancock. The contribution principle which
20 isan actuaria bedrock includes making sure that

21 you are not shifting the cost from one group to

22 another group.
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1 | am not an attorney, but | do have some

2 similar concerns about potential litigation that

3 would follow that. And therewould likely -- if

4 you're not -- if you're capping coverage or

5 increases above a certain age, 75, 80, whatever that

6 age may be, there will be an affect on -- with some

7 companies that they will have to pass that increase

8 onto other policyholders.

9 | don't have a great solution at hand for

10 that right now.

11 MR. SWITZER: | appreciate that. How

12 about the new planning on your Signature 600, what
13 if your brand new plan you knew up front that was a
14 policy feature theoretically?

15 MR. FAWTHRORP: If that's apolicy feature
16 theoretically and is something that we could build
17 into the policy form, that protects us much better

18 than doing something where we may be exposed.

19 MR. SWITZER: Right. Last question. So,
20 asyou aligned, 3,700 Maryland members affected by
21 thefiling you have with us. That's about 80

22 percent of your total Maryland block.

Page 36
1 duration lapse loss ratios down, but has a

2 dignificantly negative impact on those long-term

3 lossratios.

4 So, most of the -- the need, I'd say

5 amost al of the need for the premium rate increase
6 isfrom what we expect to happen in the future.

7 MR. SWITZER: Thanks very much.

8 MR. MORROW: | just want to make sure I'm
9 clear about onething. You mentioned thisisthe

10 first rate increase request ever by MassMutual.

11 MR. FAWTHRORP: That's correct.

12 MR. MORROW: Nationwide, not just in

13 Maryland?

14 MR. FAWTHRORP: That's correct.

15 MR. MORROW: And just | assumethisis
16 going to come up later so I'm just going to ask it

17 now, have you ever considered not paying dividends
18 or not paying as large a dividend, and taking some
19 of that money to useit to cover some of the

20 long-term care expected experience or losses later?
21 MR. FAWTHROP: So, even with this premium
22 rate increase that we are asking for, the loss

Page 35
1 Y ou mentioned that the rate increase is

2 not to recoupe any past losses. One of the unique
3 thingsthat | noticed in looking at the Form 5, the
4 financial statements, isthat for all of Maryland's
5 business, MassMutual's businessin Maryland, the
6 lossratio so far | think through duration of '17,

7 it's 14 percent. Nationwideit is 14 percent.

8 | see for these forms, the 80 percent

9 subset, the lossratio so far is 10 percent. By our
10 models we expect it to be 30 to 40 percent.

11 So, I'mjust -- have you incurred losses

12 sofar? Areyou -- are there past losses to recoup
13 sofar?

14 MR. FAWTHROP: The -- it'sagreat point.
15 There are not material lossesin the past. What
16 happens with the loss ratios when you have

17 significantly lower lapse rates and mortality rates,
18 isthereisamuch larger pool of people than you

19 anticipated.
20 MR. SWITZER: Right.
21 MR. FAWTHROP: That pool in the early

22 yearsis paying premium which will drive your early

Page 37
1 ratios are still well -- nationwide increase are

2 still well above a hundred percent. So, our

3 participating policyholders, if we wereto even

4 receive the full nationwide request, would still be
5 sharing a significant piece of the claims experience
6 inthefuture.

7 That said Massachusetts Mutual is a

8 participating policy owned company. And to what
9 extent should all of our in-force policyholders pay
10 for the significant increase in claims cost for a

11 particular block? Should they pay for al of it, a
12 part of it?

13 So, there was alot of discussion about

14 that. And we thought we had ended up with an
15 equitable decision.

16 MR. MORROW: So, it has been discussed.

17 MR. FAWTHRORP: It has been.

18 MR. MORROW: Okay. Very good. Thank
19 you.

20 MR. ZIMMERMAN: Just one question for you

21 regarding the assumptions, | see that Milliman, you
22 worked with Milliman on the filing.
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1 MR. FAWTHROP: Yes. 1 Adverse experience in policy persistency
2 MR. ZIMMERMAN: So, what percentage -- is| 2 and morbidity and interest earnings threatens the

3 there any credibility with actual company experience
4 for the assumptions, or are al they Milliman based?
5 MR. FAWTHROP: The assumptions are

6 Milliman based, but they did use our experience and
7 there was credibility asto the experience.

8 MR. ZIMMERMAN: Okay. Thank you.

9 COMMISSIONER GRODIN: If I could just
10 confirm, did you say that you had sent aletter to

11 your policyholders already in anticipation?

12 MR. FAWTHROP: Yes. Wefirst filed for a
13 rateincrease | believe it was on May 20th in the

14 Commonwealth of Massachusetts, which is our

15 domiciliary state. That was on Monday. By Friday
16 of the same week we had sent -- mailed the letter to
17 dl of our 54,000 policy owners letting them know
18 that we're beginning this process. And -- and that
19 they could call into our administrative office with
20 any questions and also work with their producer to
21 answer any questions but that it was going to be a
22 lengthy process.

3 financia health of the LTC industry.

4 MedAmericaisamonoline LTC company with
5 no other insurance products to offset projected

6 shortfallsfrom long-term care coverage. We believe
7 the premium rate increases are necessary now to

8 insure our ability to pay LTC claimsin the long

9 term.

10 We need to place our closed block LTC

11 products on a sound financial footing for the

12 future. Today's hearing concerns our requested 4.2
13 percent premium rate increase on our "Simplicity ii"
14 product.

15 This policy form wasissued in Maryland

16 from June 2008 through April 2014 covering 140

17 insuredsin the state.

18 Our current request isafollow-up to a

19 15 percent rate increase filed by the Maryland

20 Insurance Administration in December 2015 and the
21 4.3 percent increase submitted in March 2017 and
22 filed in January of this year.

Page 39
1 We did not want them to hear about that

2 from an outside source. We wanted to be as

3 transparent as we could with the policyholders.

4 COMMISSIONER GRODIN: Thank you,

5 Mr. Fawthrop.

6 Next up we have MedAmerica Insurance

7 Company, Mr. Kinney.

8 MR. KINNEY: Good morning, Deputy

9 Commissioner Grodin, Mr. Switzer, Administration and
10 guests. Thank you for the opportunity to appear

11 regarding our long-term care premium rate increase
12 filing.

13 My nameis Patrick Kenny. I'm the

14 manager and actuary for LTC pricing at MedAmerica
15 Insurance Company. MedAmerica sold standalone
16 long-term care policies nationwide in 1987 through
17 early 2016.

18 Although the company ceased sales at that

19 time, we remain committed to provide promised LTC
20 benefitsto over 100,000 people across the country

21 including almost 400 in Maryland who rely on usto
22 continue their coverage long into the future.

Page 41

1 If accepted by the Administration, the

2 current 4.2 percent request will bring the

3 cumulative rate increase in Maryland up to the

4 25 percent increase that MedAmerica determined to be
5 necessary to certify to rate stability on this

6 policy form.

7 Implementation of this rate increase will

8 take place no earlier than one year after

9 implementation of the prior increase, so that no

10 policyholder will receive more than one rate

11 increase within 12 months.

12 Since the time of our 2015 and 2017 rate

13 increases, MedAmerica has updated its actuarial

14 assumptions for morbidity and persistency, including
15 two years of additional claims experience. And we
16 actually increased our interest assumption from 4.5
17 percent to 5.0 percent which is closer to the 5.25
18 percent assumed in the original pricing increase of
19 the product.

20 The net effect of these assumptionsis

21 that the projected lifetime loss ratio prior to any

22 rate increases has not changed significantly from a
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1 prior filing. Deterioration in other actuarial 1 service our insureds expect and desire.
2 assumptions was offset by the change in the interest 2 Thank you for your time and
3 rate due to the company's revised future investment 3 consideration. | am happy to answer any questions
4 policy. 4 at thispoint.
5 We concluded that the original 25 percent 5 COMMISSIONER GRODIN: Thank you,
6 cumulative rate increase remains appropriate, and 6 Mr. Kinney.
7 the current request for a 4.2 rate increase to take 7 MR. SWITZER: Thanksvery much. So, |

8 effect in 2019 will bring usto that level.

9 Similar to prior increases, MedAmericais
10 offering insureds affected by the premium increase
11 the option of reducing their policy benefitsto

12 provide flexibility of choice for those insureds who
13 wish to maintain the premium level similar to what
14 they were paying prior to the rate increase.

15 Furthermore MedAmericais offering

16 contingent nonforfeiture benefit to al insureds

17 affected by the rate increase which means the

18 policyholder who lapses premium payments due to the
19 requested rate increase remains eligible to receive
20 some level of paid-up benefit in the future.

21 To help consumers navigate their options

22 to continue premium payments, accept a reduced

8 gather that the 140 members, Maryland members that
9 your current submission appliesis about 28 percent
10 of your total Maryland members, something like that?
11 MR. KINNEY: We have about 400 in

12 Maryland.

13 MR. SWITZER: | aso -- to get context

14 that so far these members have lifetime had an

15 increase of about 19.9 percent. Y ou want to get up
16 to the 26 or --

17 MR. KINNEY: 25.

18 MR. SWITZER: 25. So, my questioniis,

19 enrollments at 140, you stated it's a closed block,

20 can only decline obviously. Roughly estimate that
21 the 4.2 percent that was requested would represent
22 about $15,000 in additional revenue per year. Is

Page 43

1 paid-up CNF benefit or find a benefit reduction

2 option that best suits them, our insureds are

3 encouraged to call our toll free customer service

4 phone number. Because each policyholder is unique,
5 MedAmericaworks with each person individualy.

6 MedAmericatakes pride in providing

7 quality claims service to our insureds. 95 percent

8 of claimants surveyed rate their experience with

9 MedAmericaas above average or excellent. And our
10 averagetimeto pay aclamissix daysor less.

11 We believe this service excellenceis a

12 critical component to fulfilling our promises of

13 taking care of our insureds, and we plan to continue
14 to provide thislevel of service going forward.

15 In closing, | would like to reiterate

16 that despite the fact that we no longer sell

17 long-term care insurance, MedAmericaremains

18 committed to delivering on all of our promises to
19 our customers.

20 Granting actuarialy justified rate

21 increases will help assure we have the financial

22 strength to continue providing the benefits and
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1 there adiminimus level where enrollment maybe

2 reaches below a hundred or below 50 where maybe

3 it's-- theincreases aren't -- aren't worth all the

4 filing just because you've got to such low numbers?

5 It'sjust something that has come up before, and I'm

6 curious as to your thoughts.

7 MR. KINNEY: For usthat number would be

8 well below ahundred. More like single digit

9 policyholders before we consider not submitting as

10 part of a nationwide rate increase.

11 MR. SWITZER: As part of the nationwide.

12 Okay. Thank you.

13 COMMISSIONER GRODIN: I'mjust curious,
14 you may have mentioned this, do you know the average
15 age of your policyholdersin Maryland?

16 MR. KINNEY: | don't have that statistic.

17 COMMISSIONER GRODIN: Okay. Thank you --
18 or, I'm sorry.

19 MR. ZIMMERMAN: | waslooking at the

20 filing, and we're at an average duration of 8, 9

21 approximately for this policy series. | noticed

22 that the AD loss ratio for the cumulative loss ratio
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1 isabout 1.6. Y ou expect that at thistime to be

2 about 5 percent, the actual loss ratio is 8 percent.

3 So, I'mjust wondering if there has been any

4 analysis done to determine what has caused this at

5 such an early duration.

6 MR. KINNEY: Inthiscaseit's mostly

7 persistency. And since our last study, we've

8 updated our morbidity assumptions aswell. That's

9 contributed alittle bit to the deterioration. Y ou

10 can seethat the claims --

11 THE REPORTER: Speak up.

12 MR. KINNEY: Theclaimsin thelast two

13 years, the actual experience has been worse than

14 projected and two years ago as well.

15 MR. ZIMMERMAN: Thank you.

16 COMMISSIONER GRODIN: Thank you very
17 much. All right. Next we have Senior Health

18 Insurance Company of Pennsylvania. Mr. Anderson.
19 MR. ANDERSON: Good morning. | would
20 like to thank Deputy Commissioner Nancy Grodin and
21 her staff and the others with Maryland Insurance

22 Administration for giving me the opportunity to
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1 from American Travellers and Transport Life

2 Insurance Company which merged in 1998 and became
3 Conseco Senior Health Insurance Company.

4 In 2008 the company was transferred to

5 Senior Health Care, an oversight trust. The trust

6 was given the responsibility to take ownership of

7 SHIP and oversee the runoff of its closed blocks of

8 long-term care insurance.

9 Thetrust and SHIP operate exclusively

10 for the benefit of the policyholders, and we seek to
11 maintain solvency through the remaining life of the
12 company so that al obligations to policyholders may
13 be met.

14 SHIP exists for the sole purpose of

15 meeting long-term care policyholder needs. We

16 operate without a profit motive, and we will never
17 attempt to recover past losses.

18 Thetrust is controlled by four former

19 Commissioners of Insurance and the former president
20 of the Society of Actuaries.

21 When SHIP was formed in 2008, there were
22 150,000 active policyholders on policies written
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1 speak on behalf of Senior Health Insurance Company
2 of Pennsylvania, otherwise known as SHIP.

3 My nameis Duane Anderson. I'm

4 responsible for the rate increase effort at SHIP as

5 well as supporting functionsincluding IT and

6 operations. We work closely together to evaluate

7 whether SHIP's current premium rates are an accurate
8 reflection of anticipated future claims based on

9 actuarial projections.

10 Milliman is our partner in the actuarial

11 work. Inthe past yearsthey have been here with us
12 at thismeeting. Today they couldn't be here.

13 My plan today isto provide a brief

14 company history, the rate increases SHIP is seeking,
15 and aternative options to the rate increases.

16 To be sure, SHIP is aware of the extreme

17 difficulty these rate increases put upon

18 policyholders and continues to explore ways to

19 mitigate the necessary rate increases.

20 | would like to start with a brief

21 company history. SHIP wasformed in 2008. It's
22 legacy business consists of long-term care blocks
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1 between the late '70s and 2003. Today there are

2 57,000 total active policyholders across the states.

3 In Maryland 4,300 policies were

4 originaly written on 20 policy forms. Today there
5 are 1,092 active policyholdersin Maryland. Again |
6 believe the denominator is 214, | heard earlier in

7 the presentation.

8 SHIP's decision to file for rate

9 increases was made after in-depth anaysis of the
10 experience relating to policiesthat are the subject
11 of thesefilings.

12 SHIP hasfiled for these increasesin

13 light of the information that has emerged over the
14 yearsthese policies have been in force, including
15 claims experience and persistency.

16 Projected claims are higher than

17 expected, compounded by persistency which is higher
18 than expected. We are requesting a 15 percent rate
19 increase capped due to the Maryland limit on

20 policieswith a5 percent compounded inflation

21 benefit with unlimited duration.

22 For Maryland thisimpacts all 1,092
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1 policyholders. In our standing rate filing SHIP has

2 shown we were able to justify a multiple over

3 100 percent premium rate increase in Maryland. SHIP
4 isnot seeking that higher rate. However, we will

5 need to continueto file rateincreasesin Maryland

6 dueto the rate cap of 15 percent.

7 Given the rate increases necessary, in an

8 effort to provide policyholder optionsto retain

9 benefits under their policies, SHIP has proposed a
10 variety of optionsfor the policyholders to mitigate
11 therateincrease.

12 Under the first option, SHIPis offering

13 our policyholdersto drop their inflation going

14 forward while maintaining their current accumulated
15 benefits, with areduction of premium of 40 percent.
16 This means the current daily benefit amount will

17 remain constant in the future.

18 Additionally SHIP is offering an

19 opportunity for a 30 percent premium reduction in
20 exchange for an increase in the elimination period
21 zeroto 110 days.

22 SHIP is aso offering policyholders the

Page 52
1 seek to maintain solvency through the remaining life

2 of the company so that all obligations of

3 policyholders may be met.

4 I would like to thank everyone for

5 participating today for their time and attention,

6 and we're happy to take questions from the Maryland
7 Insurance Administration now.

8 COMMISSIONER GRODIN: Thank you,
9 Mr. Anderson.
10 MR. SWITZER: Thanksagain. So, | see

11 that your situation is alittle different in that

12 from the Form 5 lifetime lossratio in Maryland is
13 103 percent. So, you're paying morein claims than
14 premium. | recognize that.

15 | just want to make sure that |

16 understand what you said, that I'm doing the math
17 right. That I got that the lifetime increases on

18 thisform so far have been 300 percent. And that
19 your need, asyou calculated it, is 100 percent.

20 So, you will need to keep the -- the company sees
21 themselves needing to keep filing 15s until you --
22 to get alifetime increase of about 400 percent.
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1 ability to select a nonforfeiture option and avoid

2 paying any future premiums. Under this option, SHIP
3 will pay for the éligible expenses up to the total

4 premium that's been paid to-date less any benefits
5 that have been paid on the policy thusfar.

6 Finally, policyholders can select other

7 options of reduced benefits such as benefit periods
8 and daily benefit amountsin an effort to reduce or
9 keep premiums at their current rates.

10 As mentioned SHIP understands the

11 challengesrate -- challenges rate increases have on
12 our policyholders. However, rate increases are

13 needed to help insure future premiums will be

14 adequate to fund the anticipated claims.

15 We actively manage and monitor the

16 performance for our business updating actuarial

17 studieson an annual basis to make sure we will be
18 ableto be there when our policyholders needs us
19 most which is at the time of claim.

20 We will continue this dedication in the

21 future. Torestate, thetrust and SHIP operate

22 exclusively for the benefit of policyholders, and we
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1 MR. ANDERSON: Uh-huh.
2 MR. SWITZER: Thanks.
3 COMMISSIONER GRODIN: Thank you,
4 Mr. Anderson.
5 MR. ANDERSON: Thank you.
6 COMMISSIONER GRODIN: That concludes the

7 portion of this program to hear testimony from the

8 carriers. | would like to turn now to the

9 individuals who have signed up to speak on our

10 sheet. Thefirst oneis Mr. Burgan.

11 MR. BURGAN: Good morning, everyone. My
12 nameis Elwood Barry Burgan. | am a policyholder.
13 I'm not an attorney; I'm not an insurance agent.

14 But | am policyholder.

15 THE REPORTER: Hold it closer.

16 MR. BURGAN: Isafellow by the name of
17 Ben Bigalo (phonetic), is he still with your agency?
18 | spoke with Ben -- let's see.

19 MR. MORROW: Ben Legow?

20 MR. BURGAN: Pardon me?

21 MR. MORROW: Ben Legow. L-E-G-O-W.
22 MR. BURGAN: Hold on. Hold on a second.
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1 | haveit here. | have hisname here. It hasto do

2 with my wanting to know why the Section 11-704 by
3 the Maryland Insurance Code has -- is alowing these
4 insurance companies to increase my rate or anyone's
5 rate an additional 15 percent per year.

6 Now in calling down to the agency, Ben

7 Legow, I'm sorry, L-E-G-O-W. (Inaudible.)

8 THE REPORTER: You'vegot to put it to

9 your mouth so | can hear.

10 MR. BURGAN: IsBen Legow still here?
11 MR. MORROW: He's not.
12 MR. BURGAN: He'snot. Thank you. |

13 aso spoke with -- because | have aletter on his

14 behalf, and it states that if -- that | was not to

15 have an increase bestowed upon me this year, but yet
16 | received aletter stating from CNA that | have

17 beenincreased the 15 percent as authorized by MIA.
18 Now, | also called and spoke with -- is

19 thereaMary Kwei here? Isthat how you --

20 MS. KWEI: Mary Kwei.

21 MR. BURGAN: Kwe, that'syou. Okay. |

22 spoke with you several times this past week, |
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1 need your help. And I'm sure I'm not the only one

2 that'sin that category, that age category.

3 But again it clearly statesin your

4 letterhead up to the age of 75. So, | employ you to
5 help me.

6 | aso had contacted the news media and

7 left amessage with -- with one of the news

8 broadcasters concerning this matter. And | have

9 aso consulted an attorney. And | wastold to ask

10 if this up to the age of 75 does not concur, then

11 whereisit inwriting that stipulates that it does

12 not incur. Where | have it in writing here, where
13 isit that it's not to be.

14 MR. MORROW: So, Mr. Burgan, | don't know
15 the specifics of your case. Obviously you talked to
16 Ben and Mary. But I'm happy to talk with you with
17 Mary after -- after this hearing, and I'm happy to

18 look at the letter.

19 MR. BURGAN: Yeah.
20 MR. MORROW: Again--
21 MR. BURGAN: | can show ittoyou. This

22 isevidence, however you want to do it.
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1 believeinregardsto my policy. And it hasto do
2 with the age stipulation. | even had my State

3 Senator whom | contacted try to get aclarification
4 on the age stipulation that's incorporated under

5 your letterhead, MIA letterhead, stating that there
6 can beincrease up to -- up to -- up to the age of

7 75.

8 Now, it's clearly in writing here under

9 your letterhead. Up to meansthat | can be -- have
10 thisincrease to my policy but up to the age of 75.
11 | will be 75 next year. So, even though | received
12 aletter from Ben Legow telling me that | wouldn't
13 beincreased, | can substantially foresee the

14 increase to my policy at thistime.

15 But | am on afixed income. I'ma

16 disabled veteran. I'm on afixed income. | cannot
17 continually afford 15 percent year after year after
18 year after year after year. | just can't doit.

19 So, | need your help.

20 Asaveteran, it's the greatest country

21 intheworld. | fought for this country, and I'm
22 proud to say that | fought for this country. But |
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1 MR. MORROW: I'm happy to talk to you

2 afterward.

3 MR. BURGAN: Maryland Insurance

4 Administration.

5 MR. MORROW: | understand. | understand
6 your issue, and | hear you very clearly. You

7 cannot --

8 MR. BURGAN: Please. | need help. I'm

9 sure I'm not the only one, but | am a disabled

10 veteran. | am on afixed income, and | need your
11 help.

12 MR. MORROW: Very good. Andwe will talk
13 when the mesting is over about your specific

14 situation. | will be happy to look at the letter.

15 MR. BURGAN: Thank you for your time.
16 MR. MORROW: Thank you.
17 COMMISSIONER GRODIN: And next isMr. --

18 it's either Huntman or Hutman.

19 MR. HUTMAN: Hutman.
20 COMMISSIONER GRODIN: Hutman, thank you.
21 MR. HUTMAN: Thank you, Deputy

22 Commissioner Grodin, members of the MIA staff for
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Page 58
1 the opportunity to talk to me.

2 My nameis Ed Hutman. I'm an insurance

3 broker. | represent anumber of different

4 companies. | have placed policies with 10 different

5 carrierssince | started writing long-term care

6 insurancein 1991. | have well over athousand

7 Maryland clients many of whom will be affected by

8 the outcome of today's hearing.

9 My wife and | are owners of two long-term

10 care policies - one purchased from CNA in 1991 and a
11 Genworth policy purchased in 2001.

12 Since | last testified at aMIA hearing

13 in April of 2016, some things have changed for the
14 better, but unfortunately some have not. | applaud

15 the MIA that it has taken stepsto increase

16 transparency through these Statewide meetings and
17 information provided on the MIA website. Bath have
18 helped the consumer gain a better understanding of
19 what's happening to their policies when an

20 MIA-approved rate increases will occur, and for

21 those who have the background and who can understand
22 thefilings, the company's perspective of why they

Page 60
1 In the process used by MIA to determine

2 whether increases should be granted, how are the

3 companies held to account for poor business

4 decisions they make? What metric does the MIA take
5 into consideration in weighing the extent to which

6 underperformance of these policiesis caused by

7 business mistakes made by the insurance companies
8 many years ago?

9 How are the companies held to account for

10 the errors they made in establishing overly

11 aggressive or inadequate underwriting standards and
12 pricing for the long-term care policies they sold?

13 How are the companies held to account for the

14 considerable morbidity assumption errors they made?
15 How are the companies held to account for

16 the true but misleading statements made in consumer
17 brochures they provided that induced the Maryland
18 consumer to purchase their long-term care insurance
19 policies?

20 Let me give you alittle bit of history.

21 | started selling long-term care insurance in 1991.

22 Another thing that occurred in 1991 was the

Page 59
1 think increase in premiums is warranted.

2 I'm happy for the transparency. | hope

3 it continues. But the unaddressed question remains,

4 why should poor performance numbersin large part

5 caused by insurance company business errors made

6 years ago be a policyholder problem? Thisisthe

7 elephant in the room.

8 | assume that the data provided by the

9 companiesin their rate increase request filings are

10 correct. If past history is any indicator, the MIA

11 will look carefully at the numbers, carefully

12 evauate these numbers. And if the numbers meet MIA
13 requirements, the rate increases will be approved.

14 But what if the premise underlying the

15 numbersisfalse? What if the numbers are

16 misleading? How are adjustments for business errors
17 reflected in the numbers presented in the filings?

18 Sometimes numberstell only part of the story.

19 When one of two parties to an agreement

20 make a business mistake, which one should suffer the
21 consequences of that mistake? It appears the answer
22 continues to be the Maryland consumer.

Page 61
1 publishing in the New England Journal of Medicine, a

2 Kemper-Murtaugh study. And I'm sure all of the

3 actuariesin the room are familiar with that.

4 And thisiswhere we derived the data

5 that two out of five people would likely need

6 long-term care. That half of the people would

7 require care for 90 days or less, and that of the

8 other half, one out of f ive would require care for

9 fiveyearsor longer.

10 Thisisthe most extensive study that's

11 been conducted in long-term care at thetime. 1991
12 thisinformation was known. By 1996 the companies
13 redlized that their underwriting requirements were
14 wide of the mark, and some of the companies started
15 to make changes in their underwriting standards.

16 If aperson had had a stroke, they no

17 longer could get a policy with some of the carriers
18 asan example. By the end -- by 1998 the companies
19 knew that their persistency numbers were wrong. Way
20 wide of the mark.

21 o, let'sfast forward to 19 -- to 2001.

22 Kemper-Murtaugh study 10 years ago. Okay? 1996
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1 they knew the underwriting was wrong. 1998 they

2 knew the persistency numbers were wrong. And

3 companies had already started to make the changes.
4 So, it's 2001, and let's put on your

5 consumer hat. Each of usinthisroomisa

6 consumer. What if you were purchasing along-term
7 care policy and theinside cover of the Genworth

8 policy brochure, one of the three companies that

9 you're considering states, while GE's long-term care
10 division reserves the right to raise future premiums
11 for all policyholders by State, it has never had to

12 do so sinceit pioneered long-term care insurance
13 morethan 25 yearsago. And your premiums will
14 never increase due to changes in your health status
15 or age.

16 Or if you look at the second carrier, the

17 first statement in the brochure was John Hancock, a
18 nameyou can trust. Rely on us, your partner in

19 care. Turnto aleader inlong-term care insurance.
20 When it comes to long-term care insurance, you want
21 to be sure that the company behind your policy isin
22 it for thelong term. Established 140 years ago,

Page 64
1 brochureit said that the company had never had a

2 rateincrease.

3 They have paid $98,000 in premiums

4 to-date. They will continue to pay premium

5 increases because they fedl they have no other

6 viable option. They don't want to reduce their

7 coverage because they see friends and family,

8 contemporaries needing care asthey age. However,
9 asthese increases have continued, | see more and
10 more of my clients compromise their original intent
11 when they purchased thisimportant coverage by
12 reducing their benefits or in some cases lapsing

13 their policies because the premiums have become too
14 high.

15 Nonforfeiture benefits provide at best a

16 very few months of coverage. The decisions they
17 have been forced to make because of their financial
18 circumstance will leave them with greatly reduced
19 benefits at the time they need care.

20 When they asked me, Ed, when can | expect
21 theserateincreasesto stop? All | can tell them

22 isl don't know. Andthe MIA islimited in what it

Page 63
1 John Hancock is a pioneer in the long-term care

2 field, issuing our first policy in 1997. And today

3 we serve more than 300,000 long-term care insurance
4 policyholders.

5 Or do you look at MassMutual? Who touts

6 itsfinancial strength and statesit has paid

7 dividends to participating policyholders every year

8 since 1869. Yet isrequesting arate increase

9 today.

10 What are you, the Maryland consumer, to

11 infer from these representations? Wouldn't you

12 reasonably assume that these companies with so much
13 financia strength and experience knew what they

14 were doing and had priced their policy based on

15 knowledge and experience.

16 | have an 86 year old, an 80-year old

17 couple who have seen their premiums almost double as
18 aresult of the five rate increases that have been

19 granted by MIA since 2008. They made carefully
20 considered planning decisions based on the

21 reasonable expectation that the insurance company
22 knew what it was doing. After al in the policy

Page 65
1 can do when an insurance carrier requests arate

2 increase, and that they should expect the rate

3 increases to continue.

4 We dl look to the MIA not only to review

5 carefully al rate increase requests but to protect

6 the consumer by giving the appropriate pushback to
7 theserequests. It'sup to the MIA to help build on

8 the transparency steps that have already been made
9 by taking the additional steps necessary to create

10 the stable environment necessary to rebuild consumer
11 confidence in thisimportant coverage.

12 It's time to put an end to the seemingly

13 endless rate increases which not only hurt the

14 consumer but the State of Maryland as well because
15 of the additional burden that will be placed on

16 Medicaid.

17 It's time for the companies to accept

18 responsibility for their significant mistakes and

19 stop knocking on MIA's door asking for relief from a
20 situation that they created.

21 From the MIA website, the Agency's god

22 isto provide efficient, effective service to both
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1 the consumers of insurance products and the

2 insurance industry. The Maryland Insurance

3 Administration best servesits core constituent by
4 assuring fair treatment of consumers.

5 By what measure can these constant

6 increases be considered fair? If the problemis

7 that the MIA believesthe law limitsits efforts on

8 behalf of the Maryland consumer, then let us know
9 what legislation needs to be enacted to untie your
10 hands.

11 If the MIA believes that based on current
12 law that it must continue to permit these rate

13 increases, | echo my colleague Karen Kerland's
14 written testimony in suggesting that the following
15 steps at aminimum be taken that -- be taken to

16 create afair environment.

17 No. 1, exclude policyholders age 75 and

18 older from theseincreases. This has already been
19 mentioned. And the term that was used that really
20 bothered me was the term discriminatory. They can't
21 make the changes because you -- they could not limit
22 at age 75 because it would be discriminatory.

Page 68
1 where the discrimination takes place.

2 The increases are much, much larger at

3 older ages. It has amuch greater impact on people
4 who are older. And, so, what we are doing iswe are
5 at the expense of these older policyholders, the MIA
6 isguaranteeing the bottom line of insurance

7 companies.

8 What the actuaries mentioned was all we

9 want to do isto get back at break-even. And what |
10 am saying is, you made mistakes, absorb the |osses.
11 Itisa-- it isashareholder problem not a

12 policyholder problem. And you just have to accept
13 thelosses. Because what is happening isincredibly
14 discriminatory.

15 Continue the 15 percent limit in

16 Maryland. Once arate increase has been granted, no
17 additional rate increases shall be implemented for a
18 period of time of five years. Going forward once a
19 policyholder has held a policy for ten years or more
20 and has reached age 75, there should be no rate

21 increases.

22 | ask the companies to work with the MIA

Page 67
1 Let metell you what the word

2 discriminatory means asfar asmy clients. | have

3 clientsin their 80s, and they are presented with a

4 fact that their premiums are going to dramatically

5 increase with John Hancock 32 percent, or they are
6 given an option, they can have alanding spot of 4.3
7 percent. Okay.

8 But if they require carein ten years and

9 they take the 4.3 percent option, they have saved a
10 couple thousand dollars -- several thousand dollars
11 in premium in the short run. And inthelong run it
12 will cost them tens of thousands of dollars at the
13 timethey need care.

14 And this story can be told again and

15 againand again. | seeit al thetime. | liveit

16 every day. And thereisleveraging too because when
17 you have alevel -- it'sonly a 15 percent increase.
18 But a 15 percent increase to a 55 year old versus a
19 15 percent increase to an 80 or 85 year old, abig
20 differencein terms of absolute dollars.

21 And the actuaries in the room know that

22 I'm absolutely right in that statement. That's

Page 69
1 tofind an answer. | understand the company's

2 problem. If the company were herein the State able
3 to -- providing policies and if they weren't ableto

4 pay claims, that would be a problem.

5 But MassMutual, isthat really a problem?

6 John Hancock, isthat really aproblem for you? Are
7 you financialy going to go under because of this?

8 You made mistakes. Absorb the losses. Stop

9 foisting this on the consumer.

10 | know we all want to provide the

11 consumerswith afair insurance environment so the
12 important financial decisionsthat are made are

13 based on reasonable expectations of premium costs as
14 well as policy performance. Transparency isagood
15 first step. Fair accountability should be the

16 second. Thank you.

17 COMMISSIONER GRODIN: Thank you,
18 Mr. Hutman.

19 MR. SWITZER: Thank you very much. |

20 regret if thisis redundant, but | just wanted to

21 seeif it elicited some more thoughts from you

22 because | am interested, to state the obvious.
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1 So, as far as who bears the brunt of the 1 firstincreasein quite along time? Maybe -- and

2 consequences of what's happened, one more time on
3 what's being done so far, the 15 percent cap. We

4 covered that. The other that the companies when

5 they originally priced these policies generally

6 speaking, every assumption was exactly right,

7 expected over thelife of the 20, 30 years of the

8 policy to pay out 60 percent of premium in claims.
9 So, therest are brokers, administrative costs,

10 everything else.

11 So, another way that consequences are

12 being felt is that again some companies are pricing
13 for the break even. | know you spoke to that.

14 We've aso -- there has been laws that for all the
15 business here forward it has to be 85 percent, not
16 50 or 60. There hasto be some conseguence there.
17 If the company hasn't asked for 80, the

18 MIA haslooked at lifetime loss ratios up to 80 or
19 so for the reasons that you have laid out.

20 | appreciate what you passed on in the

21 brochures, and | thought it was interesting that

2 it's been brought up that waiting has alot of

3 premium increase implications if you haven't acted
4 earlier. Gradingincreases. We've also tried to

5 employ rigor, that you are projecting things that

6 will get very bad in the future, that demonstration
7 needsto beairtight.

8 So, these are some of the things that we

9 looked at. And | understand where you're coming
10 from. But | think in summary my question for you
11 is-- | know | have stated again what the charges of
12 the actuaries, not inadequate, not excessive, not

13 discriminatory.

14 But from what's being done so far, the

15 questionisisit enough. And we're still asking

16 ourself that question constantly. Butisonly a

17 denial what you feel istheright course? | don't
18 know if that's the right way to ask the question,

19 but I hope you know where I'm coming from.

20 MR. HUTMAN: | don't think denying the
21 rateincreasesis necessarily the answer.

22 Company A said it at the time, while the company | 22 MR. SWITZER: Okay.

Page 71 Page 73
1 reservesthe right to raise future premiums for all 1 MR. HUTMAN: My concern isthe extent and
2 policyholders by State and class, it has never had 2 the continuity in the rate increases.
3 to do so since it pioneered long-term care. And 3 MR. SWITZER: Okay.
4 your premiumswill never increase dueto achanges | 4 MR. HUTMAN: They never seem to end.

5 inyour hedlth status or age. | understand from the

6 consumer, that's perceived a certain way.

7 For nonforfeiture, we have tried to

8 advocate for -- obvioudly if | were -- had long-term
9 care and had invested so many years of premiumiin, |
10 would be very reluctant to just Iapse. | have got a
11 lot of skinin sofar.

12 So, trying to at least make -- for those

13 who have to lapse, it more advantageous for them to
14 lapse. They will be left with some money to pay

15 clams.

16 We have reduced even the 15 percent

17 increases here at the MIA when it's warranted by the
18 actuarial facts as we see them. We have brought up
19 ideas such asif you have new policies, to have a

20 little mercy for people over age 75. Asyou have

21 dluded, that's another way.

22 We have always |ooked at, isthisthe

5 Okay? My policy, | have had five increases from

6 Genworth. | have had six increases from CNA. I'm
7 not dropping my policies. I'm going to continue to

8 pay the premiums, because | know what the facts are.
9 | know what the probabilities of my requiring care.
10 Okay?

11 But in terms of finding -- finding that

12 fair balance, that middle ground, what I'm trying to
13 convey isthat enough weight has not been given to
14 the fact that the reason that we have the problem

15 today is because companies were overly aggressivein
16 their pricing, in their underwriting 15, 20 years

17 ago. Okay?

18 They created this problem. Had their

19 pricing been correct, had their underwriting been

20 correct, the extent of today's problem would be

21 dramatically less. Okay?

22 L ook, none of the companies, the
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1 companiesinvest their reserves, none of the

2 companies could have possibly foreseen what occurred
3 with interest ratesin 2008 and 2009. The cycle

4 stopped. And some adjustment should be made for
5 that, and increases should be allowed for that.

6 But morbidity assumptions, that isan

7 insurance company problem. They knew the extent of
8 the problem or that there was a significant problem

9 in1991. Okay? They knew there were underwriting
10 issues by the middle of the 1990s. They knew

11 persistency was now a problem by the end of the

12 decade. Okay?

13 And weretaking -- what | mentionisa

14 policy that's taking place in 2001, and that's

15 MassMutua started issuing their policiesin 2000.
16 They knew or should have known. Okay?

17 And, so, what I'm asking the MIA todo is

18 to temper the extent of the increases and look at

19 the numbers within this broader context. Numbers
20 don't aways mean what we think they mean.

21 MR. SWITZER: Agreed. Thank you. That's
22 helpful. And | just wanted to relay that one of the

Page 76
1 disgusting. And you're telling me you would like to

2 raiseit on me.

3 | think you have to put alimit on no

4 morethan if you got to raise it, 15 percent. We

5 can't afford it. It cost me $510,000 to take care

6 of parents who didn't have long-term care. | can't
7 afford that any more.

8 If you raise it the amount you want, |

9 can't afford to live nor can alot of people my age.
10 | haven't dept at night since | heard about this

11 increase. That's abad feeling.

12 Y ou're young now. Y ou don't understand
13 what we go through. It istough knowing that you
14 may be thrown out or not being able to get medical
15 coverage because you cannot afford it.

16 There has got to be some way that you can
17 control how much you raiseit. | don't careif you
18 doit by age.

19 Let me explain to you something. The

20 first long-term care company | was with for 12 years
21 went bankrupt. And nothing happened. | wasted all
22 that money. By thetimel could get in again | was

Page 75
1 first things that Commissioner Redmer asks for when

2 we put thesein front of him and what we look at is

3 thelifetimeincreases. What's different from the

4 first increase versus these members have aready had
5 ahundred percent of rate increases.

6 And also in reviewing the assumptions,

7 the assumptions can change from the past. They can
8 change again in the future. And that's part of our

9 attempted rigor. Thanks again very much.

10 COMMISSIONER GRODIN: Thank you. Next on
11 our list of individuals who had asked to speak is

12 Ms. Spector. |IsMs. Spector here or on the phone?
13 Okay. Okay. And | think that doesit. Yeah. Oh,
14 I'm sorry, Ms. Rams.

15 MS. RAMS: Thank you. I'm here--

16 THE REPORTER: You haveto hold it up to
17 your mouth.

18 MS. RAMS: Sorry. I'm here on behalf of

19 people my age who are in their 80s who cannot afford
20 the 75 or 50 percent increases. | pay out of my

21 check, my Socia Security every month just for

22 coverage $893 in medical coverage. That is

Page 77
1 inmy latefifties; so, my premiums are higher.

2 If you raise this, there are so many

3 seniorsthat won't be able to sleep at night or will

4 give up food and where they live to be able to pay

5 for this coverage. There has got to be some way you
6 can control this. That'sall | haveto say.

7 COMMISSIONER GRODIN: Thank you,

8 Ms. Rams. Isthere anybody else here who would like
9 to speak in the room?

10 Is there anybody else on the phone?
11 Oh, yes, please.
12 MS. LEIMBACH: My nameis Sally Leimbach.

13 And I've been an insurance broker specializing only
14 inlong-term care insurance since 1992. | just

15 wanted to add to the comments that were said today
16 that when the MIA isreviewing the options that are
17 going to be provided to the insureds who are facing
18 rate increases, that they -- they look to be sure

19 they are as creative as possible and asfair as

20 possible.

21 I'm aware for instance with the

22 partnership programsin Maryland for long-term care
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Page 78
1 insurance, if you are 75 or younger, you're required

2 to have some kind of compound inflation included on
3 your policy.

4 So, if an insured decided, okay, | will

5 eliminate my inflation protection and will reduce my
6 premium, they may be giving up their ability to have
7 apartnership benefit if they so qualified at claim

8 time.

9 | am aware that MIA was active about

10 this, and it's my understanding that in Maryland

11 1 percent compound is now alowed. So, the problem
12 with that iswill the insurance companies that did

13 not filewith a 1 percent compound be ableto -- are
14 they ableto offer that as away to mitigate costs,

15 reducing from the 5 percent or the 4 percent or

16 whatever they have had to a1 percent compound.
17 | am unsure whether that takes

18 legidation or not to make it easier for companies
19 so that they don't have to do come with a costly

20 refiling for existing policiesthat did not offer

21 that at the time they were regularly filed.

22 Maybe there can be some kind of a

Page 80
1 mechanism for existing policyholdersto have a

2 reduction in their premium? What steps would the

3 companies take to see that that happens?

4 MR. SWITZER: To restate the question,

5 what if assumptions do change down the road,

6 Alzheimer's for example becomes controlled, interest
7 ratesriseto 10 percent, what mechanismisin place
8 to reflect those changes, material changesin LTC

9 premiums? Would those assumptions alone lead to a
10 rate reduction?

11 Well, first, as you know -- to answer

12 your question, the MIA monitors financial results
13 every year for financial statements. | would be

14 inclined, my team and I, to engage the company about
15 just like recently in December the tax cuts and jobs
16 act for the affordable care market generated afair

17 amount of dollarsfor insurance companies, improved
18 their tax bracket. We asked them how isthis

19 reflected in your filing.

20 We would intend to do the same thing.

21 The nuanceto that isthat typically obviously

22 insurersfile at their own volition, and we wait for

Page 79
1 grandfathering done by the State of Maryland that

2 would allow al companiesto be able to offer a

3 1 percent. | am not sure about all the legalities

4 and regulation. But | do know that that would be
5 very helpful as an option for people not to lose

6 what they really did want to have, a partnership

7 qualified long-term care insurance policy, by

8 following directions from -- or options they are

9 given reduce their premium and perhaps not even
10 redlizing if they do away with their inflation, they
11 aregoing to lose their partnership policy ability.

12 Thank you.

13 MR. HUTMAN: May | ask one quick

14 question?

15 COMMISSIONER GRODIN: Yes.

16 MR. HUTMAN: Let'sassumein aperfect

17 world, we are looking to the future, and they have

18 come up with ameans of -- and Alzheimer's becomes a
19 controlled chronic condition, no longer leadsto

20 long-term care needs, and interest rates have gone

21 to 10 percent, rates of return on invested reserves

22 have gone to 10 percent, what is the process or the

Page 81
1 them to submit afiling. We wouldn't wait.

2 MR. HUTMAN: But I'm apolicyholder that
3 purchased a policy in 2005, the same answer would
4 apply?

5 MR. SWITZER: Assoon aswe saw these

6 kind of dynamics emerging, to ask the carriers what
7 areyou doing about it? And | know there would be a
8 time lapse to when we get from that conversation to
9 aratefiling to an approved rate filing, but we

10 would be sensitive to the timing and the magnitude
11 and what it would mean to a consumer to try to push
12 it.

13 MR. HUTMAN: Thank you.

14 MR. PLUMB: Can | add something to that?
15 MR. SWITZER: Sure.

16 MR. PLUMB: The model regulation that's

17 in effect now requires once a company filesfor a
18 rate increase, you have to submit annual followups
19 for three years to the insurance division. And that
20 three years can be extended for basically whatever
21 reason the Commissioner decides.

22 And if it ever looks like you're not
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1 going to meet the minimum loss ratio, which is 85

2 percent on the increase, then the Commissioner can
3 require the company to either increase benefits or

4 reduce premiums so they would meet the minimum loss
5 rétio.

6 That only applies to policies that were

7 issued on average around 2002 and later. But we

8 have -- we have supported doing that for al

9 paliciesin certain States that are concerned about
10 the older policies.

11 And if the minimum lossratio isn't being
12 met after arate increase, you have to adjust

13 downward premiums.

14 MR. HUTMAN: That you for the

15 explanation. That's helpful.

16 MR. ZIMMERMAN: | think you stated a set
17 of conditionsthat are -- what | will call unlikely
18 but | have learned in the last couple of years what
19 | think likely could happen.

20 But to everybody's point, | think Todd

21 made the point earlier, we have an obligation to
22 make surerates aren't excessive. That's really the
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1 answer to your question.

2 MR. HUTMAN: Okay.

3 COMMISSIONER GRODIN: All right. We will
4 go back to the phone. |sthere anyone on the phone
5 that would like to speak?

6 All right. Then thiswill conclude our

7 rate hearing today. | want to thank everybody for
8 coming and everyone for dialing in.

9  (Whereupon at 10:33 a.m. the hearing concluded.)
10
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		Director (1)
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		England (1)
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		environment (3)
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		errors (4)
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		issuing (2)
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		Jeff (1)

		jobs (1)
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		joint (1)
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		June (1)

		justified (2)
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		lapse (9)
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		larger (4)

		largest (1)
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		legal (1)
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		legislation (2)

		Legow (5)

		Leimbach (2)
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		letting (1)

		level (10)

		leveraging (1)

		liberal (1)

		life (13)

		lifetime (8)

		light (1)
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		limits (1)

		lines (1)
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		lose (2)
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		lower (5)
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		mailed (1)
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		maintain (4)

		maintaining (1)

		majority (1)

		make (18)
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		making (1)
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		March (2)

		mark (2)
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		math (1)
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		Meaning (1)
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		meant (1)
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		mechanism (2)

		Medamerica (13)

		media (3)

		Medicaid (2)

		medical (2)
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		meet (4)

		meeting (6)
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		members (10)

		mention (1)
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		merger (1)
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		met (3)
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		MIA (36)
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		Michael (1)

		microphone (3)
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		Milliman (5)

		millions (1)

		mind (2)
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		misleading (2)
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		mitigate (5)
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		models (4)

		moderate (1)
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		moment (1)

		Monday (3)
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		months (3)
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		morning (6)

		Morrow (20)
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		music (3)
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		needing (2)
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		night (2)
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		notifying (1)
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		numbers (17)
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		og (1)
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		operate (3)
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		parties (3)
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		predict (1)
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		producer (1)

		producers (2)

		product (7)
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		program (1)
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		promises (2)

		proposed (2)

		proposing (4)

		protect (1)
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		provide (12)
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		raise (10)
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		Rams (4)

		range (3)

		rate (103)
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		rating (1)
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		reality (1)

		realized (1)

		realizing (1)
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		reasons (2)

		rebuild (1)
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		recently (4)

		recognize (2)

		Recognizing (1)

		record (2)

		recoup (1)
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		recover (3)

		Redmer (2)

		reduce (5)
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		refiling (1)
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		relating (1)
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		restate (3)
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		return (1)

		revenue (1)

		review (1)
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		reviewing (2)

		revised (1)

		riders (2)

		rigor (2)

		rise (1)

		risk (1)

		road (1)

		Roland (1)

		room (6)

		Roughly (1)

		RSVP'ED (1)

		rules (1)

		run (2)

		running (1)

		runoff (1)

		sales (3)

		Sally (1)

		satisfy (1)

		saved (1)

		saving (2)
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		scale (1)
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		SEC (1)

		section (2)
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		sees (1)

		select (2)
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		selling (3)

		Senator (1)

		send (1)

		senior (8)

		seniors (3)
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		seriatim (1)

		series (8)

		serve (1)

		serves (1)

		service (6)
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		session (1)

		set (2)

		shareholder (1)

		sharing (1)

		sheet (3)

		shift (1)

		shifting (1)

		SHIP (19)

		SHIP'S (2)
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		shortening (1)

		shortfalls (1)

		Shote (1)

		show (1)
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		side (2)

		sides (1)

		sign (1)

		sign-up (1)

		Signature (6)

		signed (2)
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		significantly (4)

		similar (5)

		Simplicity (1)

		single (3)

		sir (1)

		situation (9)

		situations (1)

		skin (1)

		sleep (1)

		slept (1)

		slows (1)

		smooth (1)

		Social (1)

		Society (1)

		sold (5)

		sole (1)

		solution (1)

		solvency (2)

		someone's (1)

		sound (2)

		source (1)

		speak (12)

		speaking (2)

		specializing (1)
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		Spector (2)

		spell (1)

		spend (1)
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		spending (1)

		spoke (5)

		spoken (1)

		spot (2)

		Springfield (1)

		squarely (1)

		stability (1)

		stable (1)

		staff (6)

		stakeholders (1)

		standalone (1)

		standards (2)

		standing (1)

		standpoint (1)

		start (2)

		started (7)

		starting (2)

		state (13)

		stated (3)

		statement (2)

		statements (3)

		states (6)

		Statewide (1)

		stating (2)

		statistic (1)

		statistics (1)

		status (2)

		step (1)

		steps (5)

		stipulates (1)

		stipulation (2)

		stop (3)

		stopped (1)

		story (2)
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		straits (1)
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		stroke (1)
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		studies (1)

		study (4)

		subject (4)
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		submitting (1)

		subsequent (1)

		subset (2)
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		substantially (1)

		suffer (1)

		suggesting (1)

		suits (1)

		summary (1)

		supported (1)

		supporting (1)

		surveyed (1)

		Sviatko (2)

		Switzer (27)

		systems (1)

		tab (1)

		table (4)

		takes (3)

		taking (4)

		talk (4)

		talked (2)

		talking (1)

		tax (2)

		team (2)

		telling (2)

		temper (1)

		ten (4)

		tens (1)

		term (4)

		terms (3)

		testified (1)
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		theoretically (2)

		thing (3)

		things (6)

		thinking (1)

		thought (2)

		thoughts (3)

		thousand (3)

		thousands (2)

		threatens (1)

		thrown (1)

		tied (1)

		Tim (1)

		time (29)

		times (2)

		timing (2)

		to-date (2)

		today (20)

		today's (8)

		Todd (4)

		Todd's (1)

		told (2)

		toll (1)

		tomorrow's (1)

		total (7)

		touch (1)

		tough (1)

		touts (1)

		Tracy (1)

		transcript (1)

		transferred (1)

		transparency (4)

		transparent (3)

		Transport (1)

		Travellers (1)

		treatment (1)

		triple (1)

		true (2)

		trust (6)

		turn (3)

		type (1)

		typical (1)

		typically (1)
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