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1 PROCEEDI NGS

2 MR MORROW (Good afternoon everybody.

3 Let me start by asking everybody who is on the phone
4 to please nute your phones.

5 So, wel cone, everyone. Thank you for

6 comng today. M nanme is Bob Morrow, and |I'mthe

7 Associate Conm ssioner for Life and Health with the
8 Maryland I nsurance Adm ni stration.

9 And this is the Maryl and | nsurance

10 Admnistration's public briefing to provide an

11 update on recent policy changes and to vet potenti al
12 new policy changes that will enhance consuner

13 protections for long-termcare insurance in

14 Maryl and.

15 Commi ssi oner Redner was unavoi dably

16 detained and regrets not being able to be here

17 hinmself. So, you're stuck with ne.

18 By way of background, the M A has

19 commtted significant resources to engaging in state
20 and national discussions on the |ong-termcare
21 rating crisis over the | ast year.

22 We held an informational public nmeeting

DTI Court Reporting Sol utions - Washington, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

BRI EFI NG - 03/06/2017 Page 6

1 back on April 27th, 2016 where we invited consumners,
2 carriers and other interested parties to provide

3 coments on the state of long-termcare insurance in
4 Maryl and.

5 Based on the feedback received at the

6 public nmeeting in 2016, to proactively address

7 issues associated with the long-termcare

8 marketplace in Maryland, an internal M A work group
9 was convened to review key issues.

10 The work group invited consuner

11 advocates, insurance industry representatives and
12 elected officials to engage in indepth discussions
13 of these key issues over a series of four public

14 conference calls between Novenber and Decenber 2016.
15 As a result of this collaborative

16 process, several actions have already been taken by
17 the MA to provide greater transparency for

18 consuners as they evaluate how to budget for

19 long-termcare needs.

20 These initiatives wll be discussed

21 today, and several new policy proposals wll be

22 presented for your feedback.
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1 We're here to listen and take questions

N

regardi ng the potential policy changes di scussed
today. Before we begin, | wuld like to take a
nmonent to introduce sone of the fol ks who are here

fromthe I nsurance Adm ni stration.

o o1 A~ W

To ny left is Cathy Grason, Chief of

7 Staff. Adam Zi nmerman, actuarial analyst. Were's
8 ny sheet? OCh, |'msorry.

9 And to ny right Nancy Egan who is head of
10 our legislative affairs. Van Dorsey, principal

11 counsel.

12 And also with us today fromthe MA we
13 have Lindsey Rowell who is with the public affairs
14 office. Tracy Imm director of public affairs.

15 N ck Cavey, assistant director of external

16 relations. Theresa Mirphe, chief of Iife and

17 health, market conduct exam nations. David Cooney,
18 who is chief of health insurance and nanaged care.
19 Fern Thomas, supervisor, health review unit. Mary
20 Kwei, chief of conplaints and appeal s and

21 grievances. Joe Sviatco, conmunications, and Jeff

22 Ji in our actuarial departnent.
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1 In addition we have two public officials
2 wth us here today. W have the Del anare

3 Conmmi ssioner, Trinidad Navarro, and his chief of

4 staff Steven Snyder -- Stuart Snyder, |I'msorry.

5 Finally, I"'mgoing to go over a few

6 procedures we would like to follow today. There is
7 a handout that has all of our contact infornmation on
8 it. Please nmake sure to pick one up. This docunent
9 also contains informati on about how to submt a

10 consuner conplaint about a | ong-termcare insurance
11 policy.

12 |f you would |ike to speak today, you

13 wll need to sign up on the sheet and include your
14 nanme and contact information. W wll only be

15 calling the nanes of those folks listed on the

16 sign-up sheet and those who RSVP ed to speak.

17 As a result of the policy changes

18 discussed today, we hope that you wll submt

19 witten comments providing feedback. The Maryl and
20 Insurance Adm nistration will accept comments until
21 Thursday, April 6th, 2017. Witten comments shoul d

22 Dbe submtted to | ongterncare. M A@ryl and. gov.
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1 W will posting all the witten coments

2 received as well as a full witten transcript of

3 today's neeting on the MA s long-termcare web page
4 which can be found under the quick |inks nenu on the
5 left-hand side of the M A s hone page at

6 insurance. maryl and. gov.

7 W do have a Court Reporter here today to
8 docunent the briefing. Wen you are called up to

9 speak, state your nane and affiliation clearly for
10 the record.

11 If you're dialing into the briefing

12 through our conference call line, we ask that you

13 please nute your phones once again.

14 Thank you for joining us today. And now
15 | would like to introduce Nancy Egan who is going to
16 provide a few comments about the pending |egislation
17 relating to long-termcare insurance.

18 MS. EGAN. CGosh, a m crophone, wow. Hi,
19 everyone, and welcone. |'mglad to see sone faces
20 that have conme back from sonme of our prior hearings.
21 | know that sone of you attended the hearing on

22 April the 28th, which was our first public hearing
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when we tal ked about |ong-term care.

|''m Nancy Egan. | amthe person down in
Annapolis for the Insurance Admnistration. | go
down and nonitor all the insurance bills. And |
have to say that unfortunately for ne, | have to
skoot out because there are sone hearings today that
we didn't expect. They don't nornally have hearings
on Monday, this has been a very busy year.

So, on the agenda, |'mgoing to go out of
order, because | want to go in the order that the
bills were heard down in Annapolis. So, you can get
a sense of where they are right now, and I'm al so
goi ng to announce -- okay, sorry. I'malso going to
announce whi ch Senator or Del egate sponsored the
bill in case you want to reach out to them
I ndi vi dual | y.

So, thank you. The first bill was Senate
Bill 176, long-termcare insurance noratorium on
renewal of premumrate increases. So, this was
sponsored by Senator Manno who represents
District 19 of Montgonery County which is also the

area known for Leisure Worl d.
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1 So, this bill did have a hearing in

2 Senate finance back on February 1st. So, it's still
3 sitting there waiting to be voted on by the

4 Senators.

5 What the bill was going to do or is

6 attenpting to do is to prohibit a carrier of

7 long-termcare insurance fromincreasing a renewal

8 premumfor policies issued, delivered or renewed in
9 the State after June 1, 2017. And then it was going
10 to put a noratoriumon any rate increases until

11 Decenber 31st, 2019.

12 The bill does have sonme retroactive

13 effects which is being | ooked at by Senate finance
14 at the current tine.

15 The only concern that we had is that

16 although a rate noratoriumwould create sone

17 short-termrelief for all the consuners that it

18 would affect, it could inadvertently lead to a big
19 spike in a request for a rate increase after the two
20 and a half year noratorium
21 So, as | said, that is currently stil

22 sitting in Senate finance waiting to be voted on.
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The next one is a bill that's being put
in by Senator Klausneier. Senator Klausneier, she's
been putting in a bill for like the last three or
four years about long-termcare tax credits.

| don't know how many people out there
t ook advantage of the original tax credit that was
put in in year 2000. So, in the year -- there are a
show of hands, and | guess nost of you are aware
that in year 2000 there was a one-tinme tax credit up
to $500 that you could take if you were buying a
policy after -- let me get the date -- July 1, 2000.

So, you couldn't take the credit if you
had al ready purchased |ong-termcare, but you could
take it if you were a new purchaser of |ong-term
care insurance.

What she would like do with this new
bill, Senate Bill 432, incone tax credit for
| ong-termcare premum is to provide a continuous
tax credit.

However, the way the bill is drafted
currently, it would only apply to new policies. So,

it would not give the effect of -- for people that
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1 already have policies in effect at this tinme. W
2 have pointed out that effect to Senator Kl ausneier.
3 The Bill was heard on -- if you want to
4 hold on one second. | knowit was just recently
5 heard. Sonetine in February in budget and taxation.
6 And as | nentioned, it's still sitting
7 there. She's trying to gather sone information to
8 showthat it would be great to provide this credit
9 for people that are continuously holding onto their
10 policies, but she has not nade any anmendnents yet on
11 the | anguage.
12 And she's trying to get sone nore
13 information fromthe Departnent of Budget and
14 Managenent and to find out the effect of people that
15 woul d end up going on Medicaid and what the effect
16 would be on the State if these people went on
17 Medicaid instead of keeping their long-termcare
18 policy.
19 As | said, that's still sitting there.
20 Senator Klausneier represents District 8 in
21 Baltinore County. And the date of the hearing was

22 February 15th in Senate budget and tax.
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Once again that was not voted on yet. In
her prior years, that -- the prior years for
subm ssion, they were voted on favorably in that
conmttee, and then it didn't nove anything further.
Anot her bill which had a favorable
review, it just happened | ast week, Bob Morrow
mentioned that we put together a long-termcare work
group. Conm ssioner Redner did.
And two of the nenbers on that work group
were producers who are subject matter experts in
| ong-termcare insurance. And sonme of you renenber
their nanes if you called in to sonme of our other
hearings or called into the work group. That's
Sal |y Lei nbach and Melissa Barnickel.
So, they served on the long-termcare
I nsurance work group with the Conm ssioner. And as
a result of that, they have put in |egislation
that's Senate Bill 696, House Bill 953, which is the
task force on long-termcare education and pl anni ng.
So, the sponsor on the House -- | nean,
on the Senate side is Senator Feldman who is

District 15 in Montgonery County. And the House
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sponsor is Delegate Mirales, District 19 in
Mont gomery County. Also once again District 19 is
t he hone of Leisure Wrld.

The Senate Bill was heard on March 1st
and received a favorable vote with anendnents by the
Senate finance conmttee. The one anmendnment was to
add a nmenber to this task force, and that was to add
soneone that represented the |ong-termcare
| ndustry.

What it does is it creates a
public/private task force to study the need for
education for Maryland residents about the cost and
need for |ong-termcare planning.

It's not concentrated just on |long-term
Il nsurance, but its goal is to make sure that
Maryl and residents are educated before the age of 50
to |l earn about the types of planning that they need
to do to be prepared as they get older and plan for
t hose needs.

They are supposed to make recommendati ons
to the Governor's office and the General Assenbly.

So, as | nentioned, that was voted out favorably
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| mredi ately during the hearing which is a good sign.
So, | think that wll get through and you wll see
sone results on that. And | think by the end of the
session it will be signed on favorably by the

Gover nor .

It's going to be staffed by the
Department of Aging. And one of the nice things is
that -- one of the things they exam ne when they
| ook at these bills is whether or not it's going to
have a fiscal inpact.

In this case they determ ned there would
be no fiscal inpact. So, that's always a good sign.
So, that should be sailing through.

House Bill 493 was just heard this
Thursday, long-term care insurance prem umrates.
This was sponsored by Del egate Ben Kramer al so from
District 19, Mntgonery County.

As you can see there is a lot of the --

t he del egates that are sponsoring this bill. This
was just heard Thursday March 2nd in House HG&O, the
heal t h and governnment operations conmttee.

And what that neans is for health and --
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1 the HG commttee, they have sone subcomm ttees that
2 operate, and this is being sent to the subcomittee.
3 And they will be reviewing this on Tuesday.

4 This bill was pretty conprehensive, so,

5 I'mjust going to give you the highlight, and there
6 is alot of highlights. So, bear with nme as | go

7 through each section.

8 Del egate Kraner al so added sone
9 anendnents to the bill when he provided the
10 testinony on Thursday. So, |'mgoing to provide you

11 the Bill as amended by Del egate Kraner.

12 The first one is going to require a

13 long-termcare carrier to identify the nortality and
14 norbidity rate tables used to determne their

15 premiumrates. And it's going to require us to post
16 that rate, those rate tables on our website.

17 The second provision was that within any
18 10-year period of coverage under a long-termcare
19 policy or contract, a long-termcare carrier is

20 prohibited fromincreasing the premumrate by nore
21 than 50 percent of the initial premumrate.

22 His third provision was to prohibit a
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1 carrier frominposing a rate increase for a policy
2 or contract of long-termcare that exceeds

3 15 percent within a 12-nonth period unl ess approved
4 by the Conmm ssioner if the carrier denonstrates a

5 large increase if necessary because of rate of

6 wutilization.

7 | think sone of you are aware that that's
8 already incorporated in the statute -- | nean, in

9 the regulations that we operate under here at the
10 I nsurance Conm ssioner's Ofice.

11 He also is trying to put in an anendnent
12 to prohibit a carrier frominposing a rate increase
13 for a policy or contract of long-termcare for an
14 insured who is at |east 80 years of age and has

15 maintained the policy or contract for at |east ten
16 years and has paid the premuns in full

17 We understand at the hearing that he is
18 going to only apply that to policies going forward.
19 So, it would not have the effect on policies already
20 in effect.
21 So, for those in the roomthat have

22 policies in effect and over the age of 80, this is
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not going provide you any relief, and | apol ogi ze.

House Bill 493 requires that al
| ong-termcare rate increases request be approved by
t he Comm ssioner prior to inplenentation. And it
set sone guidelines and regulations in the statute
for us to follow when review ng rate increases.

This is simlar to what we al ready have
in statute for relating -- for review ng health
| nsurance rates.

It would al so require the Conm ssioner to
hol d public hearings at |east quarterly for any
| ong-termcare rate filing request. Additionally it
woul d require a carrier to provide an annual notice
toits insured and to post a notice to the carrier's
website indicating that an insured may access
I nformati on about the proposed rate increase and
submt comments regarding the rate increase on the
MA s website. And requires a carrier to send
witten notice to each insured of the filing of any
proposed prem umincrease applicable to the insured
wi thin 30 days prior to the rate hearing.

There is two nore sections, and |'m
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sorry, but it's quite lengthy. House Bill 493 would
require a long-term producer to advise an applicant
considering the purchase of |ong-termcare about the
ability -- availability of benefits of a policy that
qualifies under the qualified State |ong-termcare
partnershi p agreenent.

And the last section of his bill would
require a carrier to provide an insured who has
mai ntai ned a long-termcare policy or contract
t hrough the carrier for at |east ten years and has
paid all the premuns for the contract in full, a
nonforfeiture benefit that is equivalent to at |east
the cumul ative value of all premuns paid by the
I nsured adjusted for inflation -- inflation based on
t he Consuner Price Index for the
Washi ngton-Bal tinore nmetropolitan area.

Al of these different sections are
currently under review, and we don't know how the
final bill will end up. But these are the nine
sections of the bill as currently drafted.

My name and contact information is on the

sheet; so, if you want sonme additional information,
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pl ease reach out to ne. And if you would like to
reach out to these Del egates or Senators, |'msure
t hey woul d wel cone your conments as well.

And you had a question, M. Fox.

MR FOX: WII everything except for the
amendnent apply retroactively to existing policies?

M5. EGAN. Well, it does say all policies
renewed; so, it would apply to all policies, yes.

Yes, sir. And would state your nane
pl ease?

MR. VWHEATLEY: | want to ask you did the
departnment testify on the bills that had hearings?
And if so, was there a position taken?

MS5. EGAN: Yes. Let ne go back and |
wll tell you -- I'"mblow ng out these m crophones.
Here we go. For the long-termcare insurance, we
did a letter of cooment on the |long-termcare
I nsurance, our concerns about the financial status
of the carriers when you inplenment a freeze on their
rates making sure, you know, that the rates are
adequat e.

W've had a -- I'"'msure they're going to
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speak a little bit about it, we just had the

| ong-termcarrier up in Pennsylvania be put in

| i qui dation, Penn Treaty, and we don't want that
happeni ng here in Maryland. So, we are concerned
about rate adequacy.

For Senate Bill 432, we did not provide
any witten comments. W' ve been working with
Senator Kl ausneier trying to find sone additional
Information for her as she tries to nove forward
with that bill.

Now, on the long-termcare task force --
okay -- on the long-termcare task force we provided
witten coments about all the -- okay. |'mjust
going to talk really I oud.

We sent out a -- we did witten coment
| etting them know about all of the activities that
are al ready ongoi ng about |ong-term care insurance.
We just didn't want themto have to duplicate a | ot
of efforts we've already done because they al so need
to focus on providing education and planning for
peopl e under the age of 50. And they are trying to

focus on that.

DTI Court Reporting Sol utions - Washington, DC

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


http://www.deposition.com

BRI EFI NG - 03/06/2017 Page 23

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

The | ast one on Delegate Kraner's bill,
we provided -- we provided comment and al so sone
suggestions for anendnments. W have been working
with Del egate Kramer to point out sonme issues with
the bill, and we're still in discussions with
Del egate Kramer currently. And we will be part of
t he di scussion at the subconmm ttee on Tuesday.

Once again if anyone has any questi ons,
you can reach out to ne individually. | wll not be
able to stay to the end and talk to you all
i ndividually. | apologize, but | need to get back
down the road. But thank you all.

And if you do have any questions, cal
me. You can do anything you need or e-mail ne, |
would be -- | would be welcone to talk to you about
any of the pending legislation. Thank you.

MR. MORROW Thank you, Nancy. On and
off. Before | proceed |I've been asked to ask: |Is
t here anybody el se here who is a public official or
representing a public official?

MS. KRZYSZTOFI K: My nane is Brigida

Krzysztofik. | amhere fromthe office of Del egate
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1 Cullison. She's also out of District 19, and she
2 has the subconmmttee on insurance this year. So
3 that hearing that will be in the insurance

4 subconmittee will go through her conmttee.

5 | f you have any comments, feel free to
6 catch nme or call our office.

7 MR. MORROW Very good, thank you. So,
8 now we will have an NAI C update from Cathy G ason.
9 M5. CGRASON. Thank you, Bob. W're just
10 going to work on our projection today. Hopefully
11 folks can hear us. This is what happens when we try

12 to get tech savvy, it's really on and off at the

13 m ke.

14 MR MORROW This one keeps wanting to
15 work.

16 M5. GRASON. Ckay. | will hang out with
17 this one. So, | wanted to provide everyone an

18 wupdate on activity at the National Association of
19 I nsurance Conm ssioners, also known as the NAIC
20 Many of you are famliar with the organi zati on and
21 know that -- that Conm ssioner Redner has been

22 appointed chair of the B commttee which is the
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conmttee that evaluates all the health policy
initiatives.

So, fortunately, | think for everyone in
this roomthat cares about |ong-termcare, you do
have an advocate at the B commttee |evel who is
conmtted to comng up with solutions in this arena.

So, | wanted to give you just a quick
update on sone of the long-termcare initiatives
that we expect to see in 2017 at the national |evel.

And this has been a national issue for
many years. This is not -- long-termcare, the
rating crisis is not a Maryland issue. So, we're in
good conpany which we hope will lead to innovation
wi th our shared experiences and chal |l enges,
hopefully will breed sonme new and i nnovative ideas.

Believe it or not, there are close to 12
di fferent working groups or sub groups | ooking at
this issue in various capacities. And there's been
sone talk of streamining those groups into nore
narromy tailored efforts.

But there are three key commttees that |

wanted to nention that we are follow ng closely.

DTI Court Reporting Sol utions - Washington, DC

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


http://www.deposition.com

BRI EFI NG - 03/06/2017 Page 26

1 First is the long-termcare innovation sub group.

2 And this group is looking at options for consuners
3 in the area of long-termcare planning.

4 So, it's not limted to the long-term

5 care insurance product. They are | ooking at

6 solutions, affordable solutions across the spectrum
7 of insurance and financial protection products for
8 going forward.

9 So, the current -- the current itemon

10 their agenda is review ng recommendations for

11 Congress in this arena; so, we're follow ng that

12 closely.

13 The second | wanted to nention is the

14 long-termcare benefit adjustment sub group. So,
15 you wll hear us talk a little bit about what we're
16 calling landing spots today, which is the termthat
17 we use to discuss benefit adjustnents for fol ks that
18 face rate increases.

19 So, if a conpany says to you we've got an
20 approved rate increase of 15 percent for this year,
21 but in lieu of accepting this 15 percent increase,

22 you can elect to reduce the follow ng benefits and

DTI Court Reporting Sol utions - Washington, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

BRI EFI NG - 03/06/2017 Page 27

1 not pay anything nore.

2 So, this task group -- task force is the
3 subject of |ooking at just at those issues. What
4 are the contract issues that arise out of those

5 scenarios. And the special circunstances for

6 consunmers that are given those options.

7 The health actuarial task force consists
8 of our actuaries, obviously, that are | ooking at the
9 Dbest practices for rate increase review which is
10 obviously very inportant to all of us in the

11 departments around the country.

12 We want to nake sure that we are

13 adequately reviewng the math that cones in from
14 these conpanies as to why these increases are

15 justified.

16 So that group continues to discuss best
17 practices, and -- and they are al so | ooking at

18 specific fornmulas that need to be | ooked at going
19 forward.

20 And finally I wanted to nention that we
21 are nonitoring the E conmttee which is the

22 commttee at the NAIC that deals with financi al
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matters. And we're very -- Conm ssioner Redner is
very interested in the intersection of a conpany's
finances as a whole intersect wwth a long-termcare
block itself and how -- how that rate increase
intersects wwth -- with the books as a whol e.

So, we are nonitoring the E conmttee.
They are also looking in that conmttee at the
guaranty fund issues. So, a lot of you that have
been foll ow ng our -- our discussions here at the
M A know t hat when a conpany does go insolvent, the
consuner protection in place is the guaranty fund in
the State.

And the guaranty funds steps in and hel ps
to pay sone of the clains with a statutory limt of
$300, 000. Because of recent insolvencies |ike Penn
Treaty, this commttee is focused on | ooking at
| ong-terminpacts of the long-termcare rating
crisis on guaranty funds. And, so, we will continue
to watch that as well.

And that concl udes ny NAI C update.

MR MORROW So, next we will be hearing

from Adam Zi mrer man and Cat hy G ason.
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MR ZI MVERMAN:  So, as Bob pointed out --
| "' m Adam Zi nmer man, actuarial analyst with the
Maryl and | nsurance Admnistration. And as Bob
poi nted out during the opening coments, Cathy
Grason and | co-chaired a work group focusing on
| ong-term care | ast year in Novenber and Decenber.

And fromthe feedback we received from
that work group, there are a fewinitiatives already
bei ng i npl enented by the Maryl and | nsurance
Adm ni stration regarding | ong-term care.

In particular on January 3rd, 2017,

Bul letin 1701 was issued by the Maryl and | nsurance
Adm nistration. And this bulletin was to notify
carriers that are witing long-termcare insurance
that their increases will be subject to public rate
review hearing prior to approval, and that all
actuarial nmemorandumw || be published to the MA
website for public inspection prior to the rate
heari ng.

Since that bulletin was issued, there was
one hearing held on January 9th of this year as well

as one previously last year on Cctober 27th, 2016.
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We're working to finalize future hearings
for future rate increases that we receive, and all
of that information will be posted on our website
under the long-termcare section.

In particular there is a tab on there for
public hearings, and that's where the notices wl|
go advi sing which conpanies wll be at the next
publ i ¢ heari ng.

Additionally the Maryl and I nsurance
Adm ni stration adopted the 2014 NAIC, National
Associ ation of Insurance Conm ssioners, long-term
care nodel regul ation changes. Those were adopted
actual ly on February 27th of 2017.

And these changes anend current
regul ation to encourage nore conservative pricing on
behal f of the long-termcare carriers requiring
annual actuarial statenent to be filed with the
Comm ssi oner, enhanced consumer conti ngent
forfeiture benefits and inproved consuner
di scl osures.

In particular our current regulation for

ways to mtigate rate increase only states two
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t hi ngs, and these can be found under
COWAR 31.14.01.36, Section B

It states that every long-termcare
i nsurance policy or certificate shall include a
provision that allows the policyhol der or
certificatehol der to reduce coverage and | ower the
policy or certificate premiumin at |east one of the
follow ng ways: Either through reducing the maxi mum
benefit or reducing the daily, weekly or nonthly
benefit anount.

As a result of adopting these
regul ati ons, effective March 1st, 2018 for any
policy issued on or after that date in Maryland, the
reduction coverage -- should the reduction in
coverage involve the reduction or elimnation of an
i nflation protection option, the insurer shall allow
t he policyhol der to continue the benefit in effect
at the time of that reduction.

So, this is an additional consuner
protection that was added on as a result of the 2014
amendment s.

Ckay. So, as an exanple regarding this
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inflation reduction provision, should the consuner
have conpound inflation and reduce to sinple
inflation as a result of the rate increase, the new
sinple inflation provision would begin to accrue on
t he amount of benefit that has al ready been accrued
up to that date.

So, as an example, if the policyhol der
started with $100 of daily benefit and a 5 percent
i nflation protection provision and had accrued
benefits to, say, $185 over the life of the policy,
at the time of a rate increase if the policyhol der
decides that they are unable to pay the rate
I ncrease and reduce from conmpound to sinple, the
simple inflation would then have to begin to accrue
on the $185. They cannot go back to the initial
benefit anmount at issue of the policy.

M5. GRASON: Thanks, Adam  Anot her
initiative we've conpleted already as a result of
the work group is to devel op a consuner frequently
asked questions docunent. |It's very robust. It's
sonet hi ng we had our consumer unit review to nmake

sure it was reader friendly. And we hope that's
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been hel pful to folks that are looking for a
one-stop shop. And we're going to try to keep that
current.

Also this year we're going to be | ooking
at the NAIC s 2016 update. So, we just adopted the
2014 update. Again, the NAIC has been so engaged in
this, we now al so have 2016 updat es.

So, we're looking to be right out of the
gate on those. And those updates have nore to do
wi th consuner disclosures. So, they're not
necessarily going to help the folks dealing with
t hese high rate increases except to be nore
transparent about them So that is sonmething else
you can expect to see from us.

And | think that concludes the work that
we' ve al ready done which brings us to, | guess, the
key purpose of today's event which is to introduce
sone of the new public policies we are considering
at the MA and to hopefully get your feedback.

And Bob nentioned I think when we rolled
out the introduction today that we are going to

accept witten comments for 30 days. So, we are
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going to be introducing this today. Please think
about your thoughts on these policy changes. W'd
| ove to hear fromyou. As the Conm ssioner is fond
of saying, we don't like to nmake decisions in a
vacuum And that's why your feedback and heari ngs
like this are so invaluable to us.

So, with regard to the new public
policies that are under review, Adamand | are going
to tag teamthis as well. And he's going to start
by tal king about sone of the newinitiatives we're
| ooking at with the open refilings that are
currently under review.

MR ZI MVERMAN:  So, for those that have
attended the previous hearings in the past both in
January and Cctober, the Conm ssioner is very key on
| mprovi ng and expandi ng upon consuner protections
that are not available to Maryland consuners as a
result of the 15 percent rate cap that we have.

So, one thing that is being discussed
wth sone of the open filings is what's known as
Cathy indicated earlier, this inflation |Ianding spot

option, which would -- the inflation |Ianding spot
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option. Sone carriers are offering options in other
states that they cannot offer in Maryland sinply due
to the 15 percent rate cap.

Inflation | anding spot option is an
option in which the policyholder can totally offset
t he proposed rate increase by taking a 5 percent
inflation protection and lowering to sone smaller
actuarial equivalent inflation |anding spot.

However this would require the full rate
I ncrease asked to be approved at once whi ch woul d
result in multi year phased-in increases not to
exceed 15 percent annually per the current COVAR
regul ati ons.

Whi |l e the proposed sol ution would only
allow those with a 5 percent inflation option to
offset the rate increase totally, it would be
beneficial to the entire block of business as it
woul d allow all policyholders to better plan their
future.

Under current regulation sinply by having
a 15 percent annual cap, the conpany is unable to

di scl ose additional rate increases expected.
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From -- the biggest conplaints we have
received fromconsuners were | have received a
letter in the nmail that says that 15 percent has
been approved and additi onal ones are expected.
When | call the conpany to ask how nmany additi onal
rate increase are needed, nobody can provide ne an
answer .

By allow ng and approving a nulti year
phased-in rate increase, the conpany will disclose
t he phased-in plan to the policyhol der rather than
sinply stating that the 15 percent increase has been
approved and that additional rate increases are
expect ed.

This wll make it easier for long-term
care consuners and policyholders to determne the
best course of action for the future of their
| ong-term care policy.

So, as an exanple let's say a carrier
requests a 60 percent rate increase actuarially
justified through the nenorandumthat's filed with
the Insurance Adm nistration. By allowng this

multi year phased-in |anding spot option, this would
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all ow consuners to not have a rate increase over the
four years that would be required for this phase-in
to occur at 15 percent sinply by taking a 5 percent
option on inflation and lowering it to sonething
smal ler, let's say, | don't know, as an exanpl e,

3 percent or 2.5 percent or sonething that was
deenmed actuarially equival ent.

And, so, therefore the consuner will be
able to keep their current policy prem umthe sane
over the entire course of the phased-in period
wi t hout giving up benefits but sinply lowering their
inflation protection and still allow ng benefits to
accrue going forward just at a smaller inflation
rate.

M5. GRASON. And then for fol ks that
woul d accept the rate increase, it would be
15 percent on a phased-in basis. So, years one
t hrough four 15, 15, 15, 15.

The benefit being foresight. You know,
as Adam said, the consuners are having a hard tinme
pl anni ng ahead because we don't know what the end

gane is. A lot of these carriers are justifying
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I ncreases far in excess of 15, but because of the
Maryl and cap they are only getting 15 per year,

whi ch creates uncertainty for fol ks who are trying
t o budget.

How are you supposed to deci de whether a
| andi ng spot is a good option for you if you don't
know how | ong the rate increases are going to
conti nue.

So, again, that's an initiative to expand
consuner choice in the face of this rating crisis.

Anot her policy issue that we're | ooking
at and we're | ooking for your feedback deals with
the 15 percent cap. So, as Adam nenti oned,
currently in our regulations a carrier cannot get
nore than 15 percent of a rate increase in a
12-month period. There is a carve out if the
carrier denonstrates that the utilization of the
product was far in excess of what was denonstrat ed.

And what we're finding, what our
actuaries are finding is that it's not utilization
that's driving the rate increases, rather it's

cl ai ns.
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It's nore clains being utilized than
budgeted for. Longer stays in nursing facilities
for exanple. Better medicine. People staying on
clai m | onger.

So, we're considering creating a second
carve out to the 15 percent cap that would allow for
a rate increase in excess of 15 if the carrier can
justify that the clains experience was in great
excess of the -- that which was originally projected
for.

So, we're not proposing to get rid of the
15 percent cap. That would still be the general
rule. But for those carriers that can denonstrate
through their rates that their clains experience was
way off, it would give Conm ssioner Redner
discretion to grant a higher increase in a given
peri od.

This is going to enhance our regul atory
option in negotiating consunmer |anding spots.

That's really what | think our work group has found.

One of the best things we can do for

consuners is to provide themw th as many
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alternatives as possible and as nmuch information as
possible. So that if the rate increase that's
actuarially justified and needed for solvency, if
they can't afford that rate increase, they have

ot her things that they can el ect.

And, so, that's really where we're going
with this proposed change. W're going to wel cone
your feedback on that. W're going to expose that
as a draft before we ever go to the Maryl and
register. So, it's just a new idea that we've cone
to out of this work group initiative.

W al ready covered that if you want to
just reiterate.

MR ZI MVERMAN:  Yes. So, the next
potential policy change that we're | ooking for
comments on regards the inflation reduction that we
di scussed with the new COVAR regul ati ons.

As | indicated, they only are going to
apply to policies issued on or after March 1st of
2018. However, we're considering amending this
regul ation again to extend -- to extend the

provision to state policies issued or renewed on or
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1 after a certain date. This will extend the consuner
2 protection to existing policyhol ders upon policy

3 renewal .

4 M5. GRASON. And again just creating nore
5 options for those consuners that are out there

6 dealing with these rate increases on an annual

7 basis.

8 The next proposal we would like you to

9 consider, as | nentioned we think consuner options
10 is one of the best things that we can do as the

11 regulator, really use our rating authority to

12 leverage options for you in that review process.

13 One docunent that we thought m ght be

14 consuner friendly since we are comng up wth sone
15 alternatives to accepting a rate increase would be
16 requiring carriers wth approved rate increases to
17 put together a one page appl es-to-apples conparison
18 for the consuner of all the options so that you can
19 see it all right there in paper.

20 Here is the cost of your rate increase.
21 Here is the cost -- here are the options to mtigate

22 the rate increase - for exanple, reducing your
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1 inflation protection. Here is another benefit

2 reduction that you can have in lieu of accepting the
3 rate increase.

4 Just get that all to the consumer in a

5 concise, consuner friendly way to nake this decision
6 easier for the consuner.

7 MR ZI MVERVAN:  And as Nancy Egan pointed
8 out before she left, education is a big thing

9 regarding long-termcare. So, we're looking into

10 sone sort of formal outreach in education process to
11 encourage consuners to consult with a long-termcare
12 insurance producer or agent to discuss all possible
13 options available to themin the face of a rate

14 increase.

15 So, we're just looking to the

16 policyholders for any sort of comments you may have
17 regarding that initiative.

18 MS. GRASON. If the folks don't have a

19 producer, what good is an appl es-to-apples
20 conparison. O if you don't understand what the
21 conpany is trying to tell you, what good is the

22 transparency that we are hel ping create.
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1 We think that insurance professionals
2 could offer a benefit. So, we're interested in your
3 thoughts on how we can better connect folks with the

4 agents out there that know this stuff really well.

5 And then another thing we're going to

6 start looking at is how a conpany's financial -- and
7 | mentioned this before, the conpany's financi al

8 data as a whole across all lines of business plays

9 out against the long-termcare bl ock.

10 So, you | ook at a conpany |ike Penn

11 Treaty which is al nost exclusively |long-termcare,
12 if not exclusively long-termcare, and so this is a
13 conpany that went insolvent as a result.

14 But what the consuners have told us and

15 we have heard you, is that, |ook, a lot of these

16 conpanies are taking hone huge profits across |ines
17 of business. So, why is it the consuner that has to
18 bear the brunt of righting that wong. Wy not sone
19 of these other profits that the conpany has.

20 And, so, we're going to study this and

21 see how those things intersect. W're going to

22 start to look at that internally. Because there is
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a big difference between a Penn Treaty, who is
literally going insolvent, and perhaps anot her
conpany that has nore assets. W're going to see
how t hat works and what kind of authority we have as
a regul ator.

| think we have one nore before we take
your conmments.

MR ZI MVERVMAN.  And finally, which is
al so part of Delegate Kraner's bill, House Bill 493
the I nsurance Adm nistration is considering a
requi renent that witten notice be sent by the
carrier to inpacted consuners each tinme the carrier
files for a long-termcare rate increase.

The reasoning behind this is because from
all the public coments we received as well as in
the previous hearings, the consuners aren't even
aware that the rate increases have been filed. They
sinply get sonething in the nmail that indicates we
have been approved for X anount percent and within
45 days pl ease respond wi th your deci sion.

So, we're considering a requirenent that

all carriers nust provide witten notice to their
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pol i cyhol ders, the inpacted policyhol ders each tine
that a long-termcare rate increase is filed.

And additionally the notice would direct
t he consunmers to the MA s website for information
on the correspondi ng public hearing date, tinme as
well as allow the inpacted policyhol ders the right
to provide commentary about the proposed rate
| ncr ease.

MR MORRON And with that, we wll take
any stakehol ders questions or comnments about the
policy changes we're considering. W have two
peopl e who signed up today to ask questi ons,
speaking. First is Judy Mller.

M5. JUDITH MLLER No, it will be Mrk
Mller.

MR MLLER Mark Mller.

M5. JUDITH M LLER: There was no |ine
next to him so | put an arrow there.

MR. MORROWN You're throw ng himout
t hen.

MR MLLER | amhere today in two

roles. One is | ama consuner along with ny wfe,
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we've had | ong-termcare insurance for approximately
20 years. We've been hit with three rate increases
over the last four years.

My second reason for being here is that |
am a physician, and ny specialty is geriatric
medicine. So, I'minvolved very intimately with the
| ssues facing the ol der individuals.

| n | ooki ng at what has been happeni ng on
the long-termcare insurance rate increases, it
appears to ne that the insurance conpanies are
intentionally trying to drive older individuals to
cancel or drop their insurance as they reach the
point inlife when they are nost likely going to
need their insurance.

For the nost part the individuals who are
nmost heavily affected by the rate increases are
i ndividuals within an ol der age group who -- many of
whom are living on fixed incomes where the rate
I ncrease represents a substantial addition to their
expenses W thout offsetting incone increases.

| have done a little bit of investigation

in terns of the financial health of sone of the
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| ong-term care providers as we just nentioned a
nonent ago. My insurance for exanple is with John
Hancock which turns out to be a subsidiary of
Manul i fe. They were bought out by Manulife a few
years back. Mnulife is a very large insurance
conpany based in Canada.

Looki ng at their financial disclosures
over the past year, they are doing very, very well.
Even in long-termcare insurance, best | can tell
fromtheir financial reports, they are not |osing
money now.

VWhat they are concerned about is the
future profits based on individuals not dropping
their insurance as they age. So, the issue there
appears to be there so-called retention rate which
t hey antici pated woul d decrease over tinme but which
I s not happening. People are hanging onto their
policies as best they can.

The ot her issue obviously that affects
that is that people are not dying suddenly as they
had in the past. And, so, they are nore likely to

end up wth going into periods of extended
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disability which then puts the policies into force
and then allows individuals to utilize what they
have been paying for over the years.

| have two suggestions with regard to the
actions that the Maryland I nsurance Conm ssion m ght
take. These involve studies which woul d be carried
out. One of which would be to | ook at what has been
the inpact of rate increases over the |ast several
years on retention of policies within the State of
Mar yl and.

And | believe you can probably do that
since you have access to the list of insureds
t hrough the various carriers in the state.

And secondly on a prospective basis, to
try to identify perhaps through a questionnaire what
woul d be the |ikelihood of retaining insurance or
dropping insurance in the face of continuing future
| ncr eases.

| have witten a statenent which | wll
be happy to |l eave with you. And | appreciate the
opportunity to have this ability to speak to you.

Thank you.
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M5. GRASON. Thank you so nuch,
Dr. Mller.

And we are going to post all comments
on-line by the way. And we did receive yours. So
folks that want to read statenments after the fact,
and keeping the record open for 30 days, we wll

al so be addi ng any new comments received.

MR MORROWN Next we have -- is it
Charl es Westneyer, | want to say?
MR. VHEATLEY: \Weatley. | was bad at

handwri ti ng.

MR. MORROW |'m butchering the nanes
today. So --

MR. VWHEATLEY: That's the only course
flunked. Ckay.

MR MORROW Me too.

MR WHEATLEY: Thank you very nuch for
the hearing. |'ve been actually thinking about this
subject for a nunmber of years and did not know this
was in progress because of other commtnents that |
have. But | got a call yesterday and decided |'d

drive down from Westm nster, 120 mles, because |
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think this is vital.

| first will tell you three things. Wo
aml, why |I'mhere, and what are ny suggesti ons.
Try to do this very briefly for you. Very
informative, | nmade a | ot of notes and questi ons.
|'mnot going to try to bore with you all those, but
try to hit the high spots.

| probably have sone seniority here. |'m
only 48, but I'mdyslexic. So, pardon nme. |
predate nost of the people in the legislature. |
was a nmenber in the '60s and just canme down today to
see the Speaker. W're going to have a 50th
anni versary of the Constitutional Convention of
which | was always a del egate and hope to run as an
experienced del egate in the next one in 50 years.

So, that's ny second. And third | served
as a nenber of the Baltinmore Gty Council, and in
all of those capacities had an insight into the
needs of aging.

At the present tine |I'ma nenber of the
advi sory board at McDaniel College in their

gerontol ogy program | served as chairman of the
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Commi ssion on Aging in Carroll County.

And in 1994 ny wwfe and | started an
institute on -- that | |like to nake up nanes for
it -- called LIFE which stands for The Learning
I nstitute For Excell ence.

And we at the present are working and
trying to renove the loss of nmenory for seniors wth
denentia by a system we used for seven hundred
students that can actually grow new connections in
the brain for people who are having difficulty
| earning. And we hope that we will be able to do
the same for seniors if that same rule applies.

Wth that background | think you have
enough background about nme except to tell you I'm
also -- | have had a license in all the major
| nsurance categories, as a broker and agent, since
1960. And | took those along with ny real estate
broker's |license and bar examall within 10 days.
So, | keep nyself busy.

But | thought | was finished but | was
wong, and then had to get a securities |icense.

But today, |'m here because |I think the
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| ong-termcare issue has a -- as a political science
teacher, and | still teach, that it is nmaybe one of
the maj or problens affecting the so-called aging

t sunam .

| don't |ook at aging as the tsunam, |
| ook at it as the perfect wave for surfing. And,
so, | try to convince ny friends that a |ot of the
problens that we think mght be there financially
may actually be the solutions if we know how to do
it.

One of the things | think that is
essential, since | worked with a nunber of assisted
living hones, is that -- and al so thanks to the
gentl eman here, | have an existential reason. MW
w fe and | also have |long-term care policies.

And | think that when | saw what's
happening for five years, there were no increases in
premuns. |'mnow on ny third conpany, | think.

But there were no increases in prem uns,
and then all of a sudden they started com ng.

By the way, just so I'mclear on this,

nost of the seniors | work with would not be able to
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absorb 15 percent annual prem umincreases. So, the
gentleman is correct that just spoke that it |eads
themto decide whether they want to reduce or
elimnate the prem uns.

And for the sanme reason that he states, |
think it's -- in law we have a thing that sone
unscrupul ous | awyers use who don't want to handle a
given client which is called fee'ing them out.

It neans we never tell you we won't take
your case, we just nake the fees so | arge that
nobody will pay it.

And, so, | have a great enpathy for that
situation, but | also realize as a forner |egislator
that you can't |egislate certain things.

And | had a constituent who asked nme to
pass a law that would elimnate cancer. They wanted
me to pass a law in the state that woul d say cancer
wll be elimnated at a given tine.

OQbviously legislation is not the renedy
to everything. And | think that conpani es under the
U S. law do not obviously want to be comuanded to go

broke and go out of business or not be able to nmake
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profit.

So, therefore, I'mlooking for the |ast
three years at my third step, that is, how can we do
nore than diagnose the illness. You know, it's
really nice to get a good diagnosis, but | don't
t hi nk anybody's too happy when you get a biopsy
report that you have cancer.

Wien sonebody tells you your prem uns are
going up and you're fully infornmed, it's wonderful,
but it doesn't hurt to know how we are going to dea
withit.

So, | have a suggestion that | don't know
w || ever be adoptable, but I would think that one
of the things that we m ght consider is changing our
anal ysi s, that probably nost carriers have adopted,
that long-termcare is closer to the health anal ogy
than it is tothe life analogy as it relates to
prem um det erm nati on.

| would contend w thout the know edge
t hat many people here have that that may be a fal se
concept. Wiile there are aspects of long-termcare

t hat have health inplications, they are usually
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dealing nore with residential questions than health
guesti ons.

So, therefore, if we are in fact going to
have rate increases, it tells ne that we didn't have
enough data for reasons that are understandable to
actuarially determ ne the cost as a viable insurance
carrier. And, therefore, those m stakes have to be
corrected.

My suggestion would be that those
m st akes of cal cul ation be corrected by | ooking at
the rate increase that's necessary on a continually
evol ving basis, and do as we would do with life
I nsurance. And that's set the rate based on the new
cl ass of people buying the policies.

Then you have true full disclosure in
advance before the coonmtnent is nade. And then as
that rate may change for reasons |'mnot sure why
yet, as that rate requirenent m ght change, each new
group buying their policies has a valid, accurate
estimate of what it will cost themfor the rest of
their life.

Now - -
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1 THE REPORTER. M. Whieatl ey, you're going

2 to have to face this way so | can hear you.

3 MR WHEATLEY: OCh, I'msorry. | didn't

4 know where this was going. |'mabout finished, so
5 thanks for the tip. |'msorry about that.

6 And, so, as we go into that node, | would

7 hope that we would able to determ ne that |ong-term
8 <care can have a premumset, and the rates may be

9 changed but only for those entering, so you have an
10 evolving programthat allows a conpany to make the
11 necessary adjustnent.

12 But, furthernore, nost of the policies

13 that |'ve seen, probably all of them all have caps.
14 They have a cap on how many days. How nuch per day
15 and the lifetine maxi rum \Wat we have really done
16 1is cap our risk.

17 |f we are accurate in our calculation, we
18 are not doing a nmaxi num exposure to how nuch we can
19 lose if we guess wong on that policy and then

20 correct it on the next policy issue.

21 | don't know if that's a solution, but I

22 think it's at |east worth [ooking at. Because if we
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do that, | think we will then find that |long-term
care like health care is very expensive.

| started Northwest Hospital 50 years ago
wth afriend, and | can tell you there ain't no
cheap health care if you want to be healthy.

Forgot. | hate to turn nmy back to so
many people, but | wll accept that.

So, therefore, if we are going to take
that route and do it on that basis, | think we can
start at this point exam ning the concept of getting
younger people to understand -- which | think is a
tragedy because | also teach nostly teenagers in
political science. And when you tell themthe truth
and tell themthe facts, don't assune they don't
| i sten. Because all you have to do is give thema
little pazazz with it.

And when you tell themthat, they listen
| explained to them why health care may cost young
people a | ot nore noney than they woul d ever spend
as a young person. But the trouble is if you want
it when you' re out where | am you got to begin

where they are.
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The same thing, rule applies to long-term
care. W have done a very poor job in all of our
I ndustry and our education in educating young people
about the reality that there ain't no such thing, as
they say, as a free lunch. W have adopted nethods
of the Roman enperors nore free grain and circuses.

Al you have to do is listen to a
canpaign and listen to how many things are told to
you as a prom se of nore freebies. Wthout any
noney being paid, there is no governnent that pays
for it, sonebody pays for it.

|'ve talked too long. | apol ogize. But
after the long drive, | think of a |lot of things.
But | want to congratulate you all for bringing this
| ssue up, because if we don't solve this issue, the
nortgage crisis may |look Iike a piker conpared to
the long-termcare when nore and nore ol der fol ks
begin to realize that soneone told themto buy when
you' re young because it wll save you noney.

It wll save you noney and you al so, when
you're old and need it, have no coverage or very

little coverage. This is a tragedy in the making.
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To all ny political friends | tell themthey better
count on an early termnation of their term when
that reality begins to hit. And it wll hit.

And, so, let's head it off at the pass as
they say in the westerns and see if we can stop this
by taking a new concept | ook at long-termcare. And
If we do, | believe that citizens as policyhol ders
wll benefit. | also believe that the state wll
benefit because anot her amendnent | woul d nmake is
amending in the old people who have policies into
the partner programso they don't have to go broke
under Medi care.

| don't know if you're considering that,
but | think it's essential. And then | think the
conpanies w |l benefit because the reputable
conpanies that | know want to tell you that they
don't like |loss | eaders who come in at low rates and
t hen begin noving and escalating their rates with
unconsci onabl e actions. And they are not able to
conpete on a fair basis because they are not able to
give the real rates and still make any sales. Thank

you very nuch.
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1 M5. GRASON. Thank you.
2 MR. MORROW Thank you.
3 MR WAHL: My nane is Richard Wahl .

4 Wiile |l didn't sign up today --

5 THE REPORTER. You're going to have to
6 nove up.
7 MR MORRON M. Wahl, are you with an

8 organization or yourself?

9 MR WAHL: |'ma consunmer, wth nyself.
10 MR MORROW Ckay. Thank you.
11 MR WAHL: But | didn't sign up today.

12 did submt ny comments in witing, and | know

13 M. Zinmrerman can confirmthat he has received

14 those. | also testified in your January hearing

15 both in witing and orally.

16 | want to thank you and thank the MA for
17 holding these hearings. They are very helpful to
18 wus. And based upon your testinony today, sone of
19 the comments that we've made in the past are com ng
20 to fruition. And that is a definite advantage.

21 In our case we have had a policy for

22 about a dozen years. W began with about between ny
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1 wifeand | a $2,000 premium |It's currently up to
2 about $4,000. In five nore years at a 50 percent

3 rate which is the doubling as you know, that's

4 8,000. In 10 years, it's 16. 1In 15, it's 32.

5 Those nunbers are not sustainabl e.

6 As such | studied hard this year to find
7 out what nmy alternatives mght be. | was not

8 satisfied with the feedback received from ny

9 insurance conpany. |'ve expressed that to you in
10 writing on previous occasions.

11 And the wonderful news today is Nancy

12 addressed that subject head-on by suggesting that
13 the conpanies submt to the State of Maryland M A a
14 matrix outlining the benefit reductions and the cost
15 savings.

16 We don't have that before us now. Wen I
17 signed up for ny policy, ny agent allowed nme to see
18 the full matrix, and I was able to get exactly what
19 | wanted in terns of levels, in terns of options.
20 | do not have that sane flexibility
21 Dbecause your suggestion today is yet to be

22 inplenented. W need that information, and we need
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1 that desperately. Thank you for pursuing that.

2 The second matter that | want to address

3 is what | wote to M. Zimernman earlier, and that

4 is this subject of inflation.

5 | listened as intently as | could. And

6 as ny insurance agent said, it's not our fault, it's

7 the State of Maryland. Wen | asked that question

8 before, the response was, it's conplex. Well, you
9 proved that today. |It's extraordinarily conplex.
10 | do not understand your statenent that

11 sonething in our regulation or in our legislation
12 precludes us from |l ooking at conpound inflation at
13 rates less than 5 percent.

14 | want to see as a flexible proposal for
15 ny insurance conpany rates at 4, 3 and 2 percent.
16 The only option given is conmpound or sinple. | do
17 not think that is sufficient for nyself to nake an
18 inforned decision. As such, | would appeal to you
19 to consider that.

20 And | do not understand your previous

21 statenent as to why sonething in our system

22 precludes the State of Maryland fromoffering that
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1 as an option. | hope you can respond to that today.
2 | thank the Comm ssioner for the

3 wonderful work that the actuarial group is doing,
4 for the wonderful work the staff is doing, for

5 testinony that you're doing before the |egislature.
6 W need the support. These rates are slamm ng us.
7 These premiumare slamm ng us hard, and | have to
8 make a decision on the next go-around if the 15

9 percent continues to reduce ny cost by reducing ny
10 benefits. Thank you for hearing ne.

11 MR. MORROW Thank you.

12 MR FOX: | have a couple questions but |
13 didn't sign up. Can | --

14 MR. MORROW Yeah, we've got you.
15 MR FOX: Geat. Thank you. M nane is
16 Steve Fox. |I'ma long-termcare policyholder. Are

17 your proposed initiatives out on the web site?

18 MS. GRASON: Not at this tine. W can

19 put sonmething out. And also the transcript from

20 today will be nade avail able on our website as well.
21 But, yes, we will put sonething out because --

22 MR FOX: That would be great. That
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woul d be easier to corment if there is sonmething in
writing.

Secondly | submtted a bunch of questions
fromthe January hearing, and was just curious, one
of themwas for you guys and bunch of themfor ny
| ong-term care insurance carrier, will you guys
respond to that? And did ny questions for

Physi ci ans Mutual get forwarded to them or what

happens?

M5. GRASON: We can check our | ogs.

MR ZI MVERMAN:  Yeah, we will check our
| ogs and we'll followup --

MR FOX: ay.

MR ZI MVERVAN.  -- with you.

MR FOX: Ckay. Geat. Geat. And then
finally again et ne just say that | think House
Bill 493 is really heading in the right direction.
| think the only real solution to thisis tolimt
the size of the increase over chunks of tine, you
know, |ike ten years.

It's ridiculous, the insurance conpanies

| believe are being very conservative in their

DTI Court Reporting Sol utions - Washington, DC

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


http://www.deposition.com

BRI EFI NG - 03/06/2017 Page 65

1 actuarial nodels now that they have sustained --

2 sustained |osses. And, so, they're projecting, you
3 know, they are projecting these huge rate increases
4 based on a 40-year projection. And nobody can

5 project out what claimcosts are going to be over 40

6 years.
7 | nmean, who knows what's going to happen
8 wth nedical advances and technol ogy advances. It's

9 just crazy. And | think the right approach is to
10 just have sonething where you limt the increases
11 over periods of tinme. | think that wll -- that
12 wll really help.

13 Do you know, are there any other states
14 that do this?

15 MS. GRASON: That do --

16 MR FOX: That do this sort of

17 limtation, do you know? O is Maryland plotting

18 new ground here?

19 M5. GRASON. The limtations proposed in
20 4937

21 MR FOX: Yes.

22 M5. GRASON. So, he's got the proposal on
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a rate increases over a 10-year period could not be
i ncreased nore than 50 percent.

MR FOX: Correct. But do any other
states do sonmething simlar?

M5. GRASON. Not to ny know edge.

MR FOX: Ckay.

M5. GRASON:. |'mseeing fromthe industry
fol ks, no. And then the other proposal in that bil
is a bill that would ban any increases for anyone 80
years or ol der.

MR FOX: Right.

MS. GRASON: And | understand that was
tried in New Hanpshire, and there is sone pending
litigation on that as to whether or not based on the
contract that was sonething that the state coul d do.
But another state has at least tried that.

But | think it speaks -- we're all just
trying to come up with innovative solutions that
work for everyone.

MR FOX: Well, | nean, it's a hard
probl em

MS5. GRASON: It's horrible.
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FOX: Al right. Thank you.
GRASON:  Thank you so nuch.
MORROW  One nore

2 3 3

KAUL: The nane is Roger Kaul

K-A~-U L. And I'minterested in finding out what are
the long-termcare costs. | find an enornous
spectrum from you know, 4,000 a nonth to 10, 000
plus a nonth where -- | nmean, when we have -- when
we need that care, we still have some incone. So,

what the long-termcare insurance is is the delta.

Ri ght ?

That's what you're really worried about,
and | got tosay | -- is there any way you coul d
find out and post maybe by county -- because |I find

Mont gonmery County is a | ot nore expensive than -- |
suspect that's why the 19 group is nore active than
Carroll County where | live. Thank you.

M5. GRASON. So, M. Kaul, you're |ooking
for the actual cost of care for seniors regionally?

MR, KAUL: Yeah.

M5. GRASON. | just wanted to clarify.

MR KAUL: | nean like county -- you nust
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1 license these facilities; right?

2 M5. GRASON. not --

3 MR KAUL: Not the insurance agency.

4 M5. GRASON. Not our agency, but we can

5 certainly I ook at sonme of our sister agencies and

6 see who mght have that data.

7 MR KAUL: That's the nunber --

8 MS. WAGNER:  There is a publication

9 that's put out in Maryland -- is it okay if | speak?
10 M5. CGRASON: Sure.

11 M5. WAGNER: G ndy Wagner, | am an

12 insurance agent, and | deal primarily in long-term
13 care insurance. Many of ny custoners have --

14 THE REPORTER:  You're going to have to
15 nove forward.

16 M5. WAGNER: Many of ny custoners

17 actually have received anywhere fromfour to six
18 rate increases over the last five to seven years.
19 Genworth being one of the carriers who has had the
20 Dback-to-back 15 percent, gone through all of the
21 hoops to get approval.

22 | wll tell you fromny standpoint and
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fromthe client's that | represent, the 15 percent
has been a blessing. Believe it or not. Wen we
started out with these rate increase letters, | just
comcally, as M. Wueatley said here, addressed them
as love letters.

And the clients, you know, it kind of
broke the tone a little bit. They're angry, but it
gave us tinme to reevaluate what's going on, what are
your coverages, what are the options.

One of the things that happens now is the

clients call ne and say, hey, | got another |ove
letter. So, you can see it's all in working with
the clients and we're all in the sane boat together.

We all know that the need is there to have the
| ong-term care coverage.

And one of the things that M. Kaul just

asked, this is a guide to retirenent living. |It's
call ed the Source Book. It's available on-Iline.
And I will slowy give you the website. | use this

for every client review
Let nme find it here. It is

www. retirenmentlivingsourcebook.com No spaces.
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Retirement!ivingsourcebook. com

You can go on and find different
counties. This one is only for -- I"'mfromthe
Eastern Shore. In this booklet -- put this down and
speak a little | ouder for you.

In this booklet it's broken down by
little color bars at the top. | know nost of you
can't see this, but at the top there's different
color bars in here.

Each of those sections represents a
different type of care. It could be assisted
living. It could be adult day care. It could be
full blown retirement |iving.

| primarily deal with the nursing and
rehabilitation section, and it's broken down by
county. If | go to Tal bot County, which is the
Easton, Maryland area, it actually breaks down
several of the facilities, gives the nunber of beds
avai | abl e and gives the daily cost range.

And this is very accurate. | have famly
menbers in both of these facilities, and | can tell

you this is spot on.
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| also keep up-to-date with sonme of the
people that are at these facilities in
adm nistrative roles to see how often they update
them Source Book reaches out quarterly.

MR. DORSEY: Wo publishes that?

M5. WAGNER: | will let you take a peek
at it. I'mnot sure. Source Book is the only one
|*ve ever heard of.

You can find themin a ot of the
facilities as well. | have seen themin a | ot of
the senior centers. So, that's a great thing to
reach out to.

| know that the D.C. and netro area is a
conpl etely separate booklet, and there are ones for
different parts of the state as well. But utilize
t hat .

Anot her thing you can go to, doesn't cost
anyt hing and you do not have to have coverage with
that particular carrier, but Genworth has a site
t hat you can go to which has not only cal culators
but it has a list of what the costs are for all 50

states. It's a one-pager. You can download it.
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Agai n doesn't cost anything, but it is phenonmenal to
use in these types of situations.

| give kudos to you guys for the work
groups. |'ve participated in every one that |
could. Testified at a couple of them Thank you.
The 15 percent, like | said, is a blessing.

| also have clients in other states, and
| can tell you that Delaware and Virginia just got
30 percent rate increase fromsone of those
carriers. And it is nmuch harder to keep the
coverages pertinent if the person needed to go on
claimnext week with a 15 percent rate increase than
it is a 30 all at once.

So, sonetinmes it's literally just one
year's growth of that conpounding that you
mentioned, if you just back that off for one year
via the daily benefit or nonthly whichever,
sonetimes that can reduce the prem um enough that
it's confortable in budget.

Thank you for letting ne speak.

MR MLLER | would like to make an

additional coment if | can since there is nobody
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el se. For those who may not be totally famliar
wth how |l ong-termcare insurance works, | need to
rem nd everyone that what you're buying in long-term
care insurance is a specified pool of noney which is
set at the tine that you take out your policy but

whi ch i ncreases dependi ng upon whet her or not you
have an inflation factor built in.

You' re buying X nunber of days of
coverage at X dollars, that wll bring -- that wll
provide X dollars a day of benefit.

So, it's not |ike other insurance where
the facility that's providing the care bills and
bills and bills to the point where there is no end
In sight. Wen you run out of the fixed anmount of
nmoney that you have insured for, you're not covered
any | onger.

And | think that's a very inportant
point. And particularly with the insurance
conpani es, they know exactly how nuch in advance
they are conmtted to because they know what that
amount of noney is.

And also in order to access your
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| nsurance, you have to be declared nedically

di sabled. So, it's not sonmething that you can just
sign up for and say, | want insurance. You have to
be certified as disabled and will be continued in a
di sabl ed state.

One of the factors that | haven't heard
di scussed at all is to what extent the pool of noney
that you are buying is actually fully utilized. The
| ength of stay in nost long-termcare facilities has
gone down steadily over the years. So, that
typically people buy three years worth of coverage.
That's a very comon conponent of the long-termcare
| nsur ance.

The average stay now in long-termcare
facilities is well under that three year -- the
three-year mark. No matter what the facility
charges at a day rate, you only get the anount that
you have insured for.

So, if the facility is charging $500 a
day and your insurance is paying $180 dollars a day,
that's all you're getting is the $180 a day until

you use it up.
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N

when you go back to trying to justify rate
I ncreases. The insurance conpani es know exactly
what their -- what their liability is well ahead of

time, and there is alimt to the liability. It's

o o1 A~ W

not an open-ended expense once you becone insurance

7 eligible. Thank you.

8 M5. GRASON. Thank you. M. Wahl.
9 MR WAHL: Richard Wwahl. WA-HL. Thank
10 you for an opportunity for followup. | have one

11 inportant question, and that is the subject of

12 coverage change request fornms. | think they are
13 standardi zed t hroughout the industry. [|'m not

14 convinced that the reduction in the premumis

15 comensurate with the reduction in benefits. And |
16 amnot able to validate that, but | know

17 M. Zimrerman and the actuarial group could | ook at
18 that and determ ne whether or not they are in sync
19 and bal anced and fair to the consuner.

20 Are the conpanies getting well by

21 decreasing benefits but only partial offsetting it

22 with premumrates? | can't nake that

DTI Court Reporting Sol utions - Washington, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

BRI EFI NG - 03/06/2017 Page 76

N

o o1 A~ W

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

determ nation, but | believe our actuari al
departnment can. And | would appreciate it if you
woul d do sone validation of that. Thank you.

MR MORROWN Ckay. | would like to thank
everybody for comng, giving us all of your input.
It's very inportant for us to hear fromthe
st akehol ders and the nmenbers of the public.

| would also like to thank everybody here
at the M A whose hard work has gone into these
hearings and all the work |eading up to the
hearings. So, thank you all for comng and we are
done.

(Whereupon at 2:19 p.m the briefing

concl uded.)
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STATE OF MARYLAND
COUNTY OF HOMRD SS:

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

| further certify that the briefing 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

14t h day of March, 2017.

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            MR. MORROW:  Good afternoon everybody.

 3  Let me start by asking everybody who is on the phone

 4  to please mute your phones.

 5            So, welcome, everyone.  Thank you for

 6  coming today.  My name is Bob Morrow, and I'm the

 7  Associate Commissioner for Life and Health with the

 8  Maryland Insurance Administration.

 9            And this is the Maryland Insurance

10  Administration's public briefing to provide an

11  update on recent policy changes and to vet potential

12  new policy changes that will enhance consumer

13  protections for long-term care insurance in

14  Maryland.

15            Commissioner Redmer was unavoidably

16  detained and regrets not being able to be here

17  himself.  So, you're stuck with me.

18            By way of background, the MIA has

19  committed significant resources to engaging in state

20  and national discussions on the long-term care

21  rating crisis over the last year.

22            We held an informational public meeting
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 1  back on April 27th, 2016 where we invited consumers,

 2  carriers and other interested parties to provide

 3  comments on the state of long-term care insurance in

 4  Maryland.

 5            Based on the feedback received at the

 6  public meeting in 2016, to proactively address

 7  issues associated with the long-term care

 8  marketplace in Maryland, an internal MIA work group

 9  was convened to review key issues.

10            The work group invited consumer

11  advocates, insurance industry representatives and

12  elected officials to engage in indepth discussions

13  of these key issues over a series of four public

14  conference calls between November and December 2016.

15            As a result of this collaborative

16  process, several actions have already been taken by

17  the MIA to provide greater transparency for

18  consumers as they evaluate how to budget for

19  long-term care needs.

20            These initiatives will be discussed

21  today, and several new policy proposals will be

22  presented for your feedback.
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 1            We're here to listen and take questions

 2  regarding the potential policy changes discussed

 3  today.  Before we begin, I would like to take a

 4  moment to introduce some of the folks who are here

 5  from the Insurance Administration.

 6            To my left is Cathy Grason, Chief of

 7  Staff.  Adam Zimmerman, actuarial analyst.  Where's

 8  my sheet?  Oh, I'm sorry.

 9            And to my right Nancy Egan who is head of

10  our legislative affairs.  Van Dorsey, principal

11  counsel.

12            And also with us today from the MIA we

13  have Lindsey Rowell who is with the public affairs

14  office.  Tracy Imm, director of public affairs.

15  Nick Cavey, assistant director of external

16  relations.  Theresa Morphe, chief of life and

17  health, market conduct examinations.  David Cooney,

18  who is chief of health insurance and managed care.

19  Fern Thomas, supervisor, health review unit.  Mary

20  Kwei, chief of complaints and appeals and

21  grievances.  Joe Sviatco, communications, and Jeff

22  Ji in our actuarial department.

�

0008

 1            In addition we have two public officials

 2  with us here today.  We have the Delaware

 3  Commissioner, Trinidad Navarro, and his chief of

 4  staff Steven Snyder -- Stuart Snyder, I'm sorry.

 5            Finally, I'm going to go over a few

 6  procedures we would like to follow today.  There is

 7  a handout that has all of our contact information on

 8  it.  Please make sure to pick one up.  This document

 9  also contains information about how to submit a

10  consumer complaint about a long-term care insurance

11  policy.

12            If you would like to speak today, you

13  will need to sign up on the sheet and include your

14  name and contact information.  We will only be

15  calling the names of those folks listed on the

16  sign-up sheet and those who RSVP'ed to speak.

17            As a result of the policy changes

18  discussed today, we hope that you will submit

19  written comments providing feedback.  The Maryland

20  Insurance Administration will accept comments until

21  Thursday, April 6th, 2017.  Written comments should

22  be submitted to longtermcare.MIA@Maryland.gov.
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 1            We will posting all the written comments

 2  received as well as a full written transcript of

 3  today's meeting on the MIA's long-term care web page

 4  which can be found under the quick links menu on the

 5  left-hand side of the MIA's home page at

 6  insurance.maryland.gov.

 7            We do have a Court Reporter here today to

 8  document the briefing.  When you are called up to

 9  speak, state your name and affiliation clearly for

10  the record.

11            If you're dialing into the briefing

12  through our conference call line, we ask that you

13  please mute your phones once again.

14            Thank you for joining us today.  And now

15  I would like to introduce Nancy Egan who is going to

16  provide a few comments about the pending legislation

17  relating to long-term care insurance.

18            MS. EGAN:  Gosh, a microphone, wow.  Hi,

19  everyone, and welcome.  I'm glad to see some faces

20  that have come back from some of our prior hearings.

21  I know that some of you attended the hearing on

22  April the 28th, which was our first public hearing

�

0010

 1  when we talked about long-term care.

 2            I'm Nancy Egan.  I am the person down in

 3  Annapolis for the Insurance Administration.  I go

 4  down and monitor all the insurance bills.  And I

 5  have to say that unfortunately for me, I have to

 6  skoot out because there are some hearings today that

 7  we didn't expect.  They don't normally have hearings

 8  on Monday, this has been a very busy year.

 9            So, on the agenda, I'm going to go out of

10  order, because I want to go in the order that the

11  bills were heard down in Annapolis.  So, you can get

12  a sense of where they are right now, and I'm also

13  going to announce -- okay, sorry.  I'm also going to

14  announce which Senator or Delegate sponsored the

15  bill in case you want to reach out to them

16  individually.

17            So, thank you.  The first bill was Senate

18  Bill 176, long-term care insurance moratorium on

19  renewal of premium rate increases.  So, this was

20  sponsored by Senator Manno who represents

21  District 19 of Montgomery County which is also the

22  area known for Leisure World.
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 1            So, this bill did have a hearing in

 2  Senate finance back on February 1st.  So, it's still

 3  sitting there waiting to be voted on by the

 4  Senators.

 5            What the bill was going to do or is

 6  attempting to do is to prohibit a carrier of

 7  long-term care insurance from increasing a renewal

 8  premium for policies issued, delivered or renewed in

 9  the State after June 1, 2017.  And then it was going

10  to put a moratorium on any rate increases until

11  December 31st, 2019.

12            The bill does have some retroactive

13  effects which is being looked at by Senate finance

14  at the current time.

15            The only concern that we had is that

16  although a rate moratorium would create some

17  short-term relief for all the consumers that it

18  would affect, it could inadvertently lead to a big

19  spike in a request for a rate increase after the two

20  and a half year moratorium.

21            So, as I said, that is currently still

22  sitting in Senate finance waiting to be voted on.
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 1            The next one is a bill that's being put

 2  in by Senator Klausmeier.  Senator Klausmeier, she's

 3  been putting in a bill for like the last three or

 4  four years about long-term care tax credits.

 5            I don't know how many people out there

 6  took advantage of the original tax credit that was

 7  put in in year 2000.  So, in the year -- there are a

 8  show of hands, and I guess most of you are aware

 9  that in year 2000 there was a one-time tax credit up

10  to $500 that you could take if you were buying a

11  policy after -- let me get the date -- July 1, 2000.

12            So, you couldn't take the credit if you

13  had already purchased long-term care, but you could

14  take it if you were a new purchaser of long-term

15  care insurance.

16            What she would like do with this new

17  bill, Senate Bill 432, income tax credit for

18  long-term care premium, is to provide a continuous

19  tax credit.

20            However, the way the bill is drafted

21  currently, it would only apply to new policies.  So,

22  it would not give the effect of -- for people that
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 1  already have policies in effect at this time.  We

 2  have pointed out that effect to Senator Klausmeier.

 3            The Bill was heard on -- if you want to

 4  hold on one second.  I know it was just recently

 5  heard.  Sometime in February in budget and taxation.

 6            And as I mentioned, it's still sitting

 7  there.  She's trying to gather some information to

 8  show that it would be great to provide this credit

 9  for people that are continuously holding onto their

10  policies, but she has not made any amendments yet on

11  the language.

12            And she's trying to get some more

13  information from the Department of Budget and

14  Management and to find out the effect of people that

15  would end up going on Medicaid and what the effect

16  would be on the State if these people went on

17  Medicaid instead of keeping their long-term care

18  policy.

19            As I said, that's still sitting there.

20  Senator Klausmeier represents District 8 in

21  Baltimore County.  And the date of the hearing was

22  February 15th in Senate budget and tax.
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 1            Once again that was not voted on yet.  In

 2  her prior years, that -- the prior years for

 3  submission, they were voted on favorably in that

 4  committee, and then it didn't move anything further.

 5            Another bill which had a favorable

 6  review, it just happened last week, Bob Morrow

 7  mentioned that we put together a long-term care work

 8  group.  Commissioner Redmer did.

 9            And two of the members on that work group

10  were producers who are subject matter experts in

11  long-term care insurance.  And some of you remember

12  their names if you called in to some of our other

13  hearings or called into the work group.  That's

14  Sally Leimbach and Melissa Barnickel.

15            So, they served on the long-term care

16  insurance work group with the Commissioner.  And as

17  a result of that, they have put in legislation

18  that's Senate Bill 696, House Bill 953, which is the

19  task force on long-term care education and planning.

20            So, the sponsor on the House -- I mean,

21  on the Senate side is Senator Feldman who is

22  District 15 in Montgomery County.  And the House
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 1  sponsor is Delegate Morales, District 19 in

 2  Montgomery County.  Also once again District 19 is

 3  the home of Leisure World.

 4            The Senate Bill was heard on March 1st

 5  and received a favorable vote with amendments by the

 6  Senate finance committee.  The one amendment was to

 7  add a member to this task force, and that was to add

 8  someone that represented the long-term care

 9  industry.

10            What it does is it creates a

11  public/private task force to study the need for

12  education for Maryland residents about the cost and

13  need for long-term care planning.

14            It's not concentrated just on long-term

15  insurance, but its goal is to make sure that

16  Maryland residents are educated before the age of 50

17  to learn about the types of planning that they need

18  to do to be prepared as they get older and plan for

19  those needs.

20            They are supposed to make recommendations

21  to the Governor's office and the General Assembly.

22  So, as I mentioned, that was voted out favorably
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 1  immediately during the hearing which is a good sign.

 2  So, I think that will get through and you will see

 3  some results on that.  And I think by the end of the

 4  session it will be signed on favorably by the

 5  Governor.

 6            It's going to be staffed by the

 7  Department of Aging.  And one of the nice things is

 8  that -- one of the things they examine when they

 9  look at these bills is whether or not it's going to

10  have a fiscal impact.

11            In this case they determined there would

12  be no fiscal impact.  So, that's always a good sign.

13  So, that should be sailing through.

14            House Bill 493 was just heard this

15  Thursday, long-term care insurance premium rates.

16  This was sponsored by Delegate Ben Kramer also from

17  District 19, Montgomery County.

18            As you can see there is a lot of the --

19  the delegates that are sponsoring this bill.  This

20  was just heard Thursday March 2nd in House HGO, the

21  health and government operations committee.

22            And what that means is for health and --
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 1  the HGO committee, they have some subcommittees that

 2  operate, and this is being sent to the subcommittee.

 3  And they will be reviewing this on Tuesday.

 4            This bill was pretty comprehensive, so,

 5  I'm just going to give you the highlight, and there

 6  is a lot of highlights.  So, bear with me as I go

 7  through each section.

 8            Delegate Kramer also added some

 9  amendments to the bill when he provided the

10  testimony on Thursday.  So, I'm going to provide you

11  the Bill as amended by Delegate Kramer.

12            The first one is going to require a

13  long-term care carrier to identify the mortality and

14  morbidity rate tables used to determine their

15  premium rates.  And it's going to require us to post

16  that rate, those rate tables on our website.

17            The second provision was that within any

18  10-year period of coverage under a long-term care

19  policy or contract, a long-term care carrier is

20  prohibited from increasing the premium rate by more

21  than 50 percent of the initial premium rate.

22            His third provision was to prohibit a
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 1  carrier from imposing a rate increase for a policy

 2  or contract of long-term care that exceeds

 3  15 percent within a 12-month period unless approved

 4  by the Commissioner if the carrier demonstrates a

 5  large increase if necessary because of rate of

 6  utilization.

 7            I think some of you are aware that that's

 8  already incorporated in the statute -- I mean, in

 9  the regulations that we operate under here at the

10  Insurance Commissioner's Office.

11            He also is trying to put in an amendment

12  to prohibit a carrier from imposing a rate increase

13  for a policy or contract of long-term care for an

14  insured who is at least 80 years of age and has

15  maintained the policy or contract for at least ten

16  years and has paid the premiums in full.

17            We understand at the hearing that he is

18  going to only apply that to policies going forward.

19  So, it would not have the effect on policies already

20  in effect.

21            So, for those in the room that have

22  policies in effect and over the age of 80, this is
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 1  not going provide you any relief, and I apologize.

 2            House Bill 493 requires that all

 3  long-term care rate increases request be approved by

 4  the Commissioner prior to implementation.  And it

 5  set some guidelines and regulations in the statute

 6  for us to follow when reviewing rate increases.

 7            This is similar to what we already have

 8  in statute for relating -- for reviewing health

 9  insurance rates.

10            It would also require the Commissioner to

11  hold public hearings at least quarterly for any

12  long-term care rate filing request.  Additionally it

13  would require a carrier to provide an annual notice

14  to its insured and to post a notice to the carrier's

15  website indicating that an insured may access

16  information about the proposed rate increase and

17  submit comments regarding the rate increase on the

18  MIA's website.  And requires a carrier to send

19  written notice to each insured of the filing of any

20  proposed premium increase applicable to the insured

21  within 30 days prior to the rate hearing.

22            There is two more sections, and I'm
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 1  sorry, but it's quite lengthy.  House Bill 493 would

 2  require a long-term producer to advise an applicant

 3  considering the purchase of long-term care about the

 4  ability -- availability of benefits of a policy that

 5  qualifies under the qualified State long-term care

 6  partnership agreement.

 7            And the last section of his bill would

 8  require a carrier to provide an insured who has

 9  maintained a long-term care policy or contract

10  through the carrier for at least ten years and has

11  paid all the premiums for the contract in full, a

12  nonforfeiture benefit that is equivalent to at least

13  the cumulative value of all premiums paid by the

14  insured adjusted for inflation -- inflation based on

15  the Consumer Price Index for the

16  Washington-Baltimore metropolitan area.

17            All of these different sections are

18  currently under review, and we don't know how the

19  final bill will end up.  But these are the nine

20  sections of the bill as currently drafted.

21            My name and contact information is on the

22  sheet; so, if you want some additional information,
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 1  please reach out to me.  And if you would like to

 2  reach out to these Delegates or Senators, I'm sure

 3  they would welcome your comments as well.

 4            And you had a question, Mr. Fox.

 5            MR. FOX:  Will everything except for the

 6  amendment apply retroactively to existing policies?

 7            MS. EGAN:  Well, it does say all policies

 8  renewed; so, it would apply to all policies, yes.

 9            Yes, sir.  And would state your name

10  please?

11            MR. WHEATLEY:  I want to ask you did the

12  department testify on the bills that had hearings?

13  And if so, was there a position taken?

14            MS. EGAN:  Yes.  Let me go back and I

15  will tell you -- I'm blowing out these microphones.

16  Here we go.  For the long-term care insurance, we

17  did a letter of comment on the long-term care

18  insurance, our concerns about the financial status

19  of the carriers when you implement a freeze on their

20  rates making sure, you know, that the rates are

21  adequate.

22            We've had a -- I'm sure they're going to
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 1  speak a little bit about it, we just had the

 2  long-term carrier up in Pennsylvania be put in

 3  liquidation, Penn Treaty, and we don't want that

 4  happening here in Maryland.  So, we are concerned

 5  about rate adequacy.

 6            For Senate Bill 432, we did not provide

 7  any written comments.  We've been working with

 8  Senator Klausmeier trying to find some additional

 9  information for her as she tries to move forward

10  with that bill.

11            Now, on the long-term care task force --

12  okay -- on the long-term care task force we provided

13  written comments about all the -- okay.  I'm just

14  going to talk really loud.

15            We sent out a -- we did written comment

16  letting them know about all of the activities that

17  are already ongoing about long-term care insurance.

18  We just didn't want them to have to duplicate a lot

19  of efforts we've already done because they also need

20  to focus on providing education and planning for

21  people under the age of 50.  And they are trying to

22  focus on that.
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 1            The last one on Delegate Kramer's bill,

 2  we provided -- we provided comment and also some

 3  suggestions for amendments.  We have been working

 4  with Delegate Kramer to point out some issues with

 5  the bill, and we're still in discussions with

 6  Delegate Kramer currently.  And we will be part of

 7  the discussion at the subcommittee on Tuesday.

 8            Once again if anyone has any questions,

 9  you can reach out to me individually.  I will not be

10  able to stay to the end and talk to you all

11  individually.  I apologize, but I need to get back

12  down the road.  But thank you all.

13            And if you do have any questions, call

14  me.  You can do anything you need or e-mail me, I

15  would be -- I would be welcome to talk to you about

16  any of the pending legislation.  Thank you.

17            MR. MORROW:  Thank you, Nancy.  On and

18  off.  Before I proceed I've been asked to ask:  Is

19  there anybody else here who is a public official or

20  representing a public official?

21            MS.KRZYSZTOFIK:  My name is Brigida

22  Krzysztofik.  I am here from the office of Delegate
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 1  Cullison.  She's also out of District 19, and she

 2  has the subcommittee on insurance this year.  So

 3  that hearing that will be in the insurance

 4  subcommittee will go through her committee.

 5            If you have any comments, feel free to

 6  catch me or call our office.

 7            MR. MORROW:  Very good, thank you.  So,

 8  now we will have an NAIC update from Cathy Grason.

 9            MS. GRASON:  Thank you, Bob.  We're just

10  going to work on our projection today.  Hopefully

11  folks can hear us.  This is what happens when we try

12  to get tech savvy, it's really on and off at the

13  mike.

14            MR. MORROW:  This one keeps wanting to

15  work.

16            MS. GRASON:  Okay.  I will hang out with

17  this one.  So, I wanted to provide everyone an

18  update on activity at the National Association of

19  Insurance Commissioners, also known as the NAIC.

20  Many of you are familiar with the organization and

21  know that -- that Commissioner Redmer has been

22  appointed chair of the B committee which is the
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 1  committee that evaluates all the health policy

 2  initiatives.

 3            So, fortunately, I think for everyone in

 4  this room that cares about long-term care, you do

 5  have an advocate at the B committee level who is

 6  committed to coming up with solutions in this arena.

 7            So, I wanted to give you just a quick

 8  update on some of the long-term care initiatives

 9  that we expect to see in 2017 at the national level.

10            And this has been a national issue for

11  many years.  This is not -- long-term care, the

12  rating crisis is not a Maryland issue.  So, we're in

13  good company which we hope will lead to innovation

14  with our shared experiences and challenges,

15  hopefully will breed some new and innovative ideas.

16            Believe it or not, there are close to 12

17  different working groups or sub groups looking at

18  this issue in various capacities.  And there's been

19  some talk of streamlining those groups into more

20  narrowly tailored efforts.

21            But there are three key committees that I

22  wanted to mention that we are following closely.
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 1  First is the long-term care innovation sub group.

 2  And this group is looking at options for consumers

 3  in the area of long-term care planning.

 4            So, it's not limited to the long-term

 5  care insurance product.  They are looking at

 6  solutions, affordable solutions across the spectrum

 7  of insurance and financial protection products for

 8  going forward.

 9            So, the current -- the current item on

10  their agenda is reviewing recommendations for

11  Congress in this arena; so, we're following that

12  closely.

13            The second I wanted to mention is the

14  long-term care benefit adjustment sub group.  So,

15  you will hear us talk a little bit about what we're

16  calling landing spots today, which is the term that

17  we use to discuss benefit adjustments for folks that

18  face rate increases.

19            So, if a company says to you we've got an

20  approved rate increase of 15 percent for this year,

21  but in lieu of accepting this 15 percent increase,

22  you can elect to reduce the following benefits and
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 1  not pay anything more.

 2            So, this task group -- task force is the

 3  subject of looking at just at those issues.  What

 4  are the contract issues that arise out of those

 5  scenarios.  And the special circumstances for

 6  consumers that are given those options.

 7            The health actuarial task force consists

 8  of our actuaries, obviously, that are looking at the

 9  best practices for rate increase review which is

10  obviously very important to all of us in the

11  departments around the country.

12            We want to make sure that we are

13  adequately reviewing the math that comes in from

14  these companies as to why these increases are

15  justified.

16            So that group continues to discuss best

17  practices, and -- and they are also looking at

18  specific formulas that need to be looked at going

19  forward.

20            And finally I wanted to mention that we

21  are monitoring the E committee which is the

22  committee at the NAIC that deals with financial
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 1  matters.  And we're very -- Commissioner Redmer is

 2  very interested in the intersection of a company's

 3  finances as a whole intersect with a long-term care

 4  block itself and how -- how that rate increase

 5  intersects with -- with the books as a whole.

 6            So, we are monitoring the E committee.

 7  They are also looking in that committee at the

 8  guaranty fund issues.  So, a lot of you that have

 9  been following our -- our discussions here at the

10  MIA know that when a company does go insolvent, the

11  consumer protection in place is the guaranty fund in

12  the State.

13            And the guaranty funds steps in and helps

14  to pay some of the claims with a statutory limit of

15  $300,000.  Because of recent insolvencies like Penn

16  Treaty, this committee is focused on looking at

17  long-term impacts of the long-term care rating

18  crisis on guaranty funds.  And, so, we will continue

19  to watch that as well.

20            And that concludes my NAIC update.

21            MR. MORROW:  So, next we will be hearing

22  from Adam Zimmerman and Cathy Grason.
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 1            MR. ZIMMERMAN:  So, as Bob pointed out --

 2  I'm Adam Zimmerman, actuarial analyst with the

 3  Maryland Insurance Administration.  And as Bob

 4  pointed out during the opening comments, Cathy

 5  Grason and I co-chaired a work group focusing on

 6  long-term care last year in November and December.

 7            And from the feedback we received from

 8  that work group, there are a few initiatives already

 9  being implemented by the Maryland Insurance

10  Administration regarding long-term care.

11            In particular on January 3rd, 2017,

12  Bulletin 1701 was issued by the Maryland Insurance

13  Administration.  And this bulletin was to notify

14  carriers that are writing long-term care insurance

15  that their increases will be subject to public rate

16  review hearing prior to approval, and that all

17  actuarial memorandum will be published to the MIA

18  website for public inspection prior to the rate

19  hearing.

20            Since that bulletin was issued, there was

21  one hearing held on January 9th of this year as well

22  as one previously last year on October 27th, 2016.
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 1            We're working to finalize future hearings

 2  for future rate increases that we receive, and all

 3  of that information will be posted on our website

 4  under the long-term care section.

 5            In particular there is a tab on there for

 6  public hearings, and that's where the notices will

 7  go advising which companies will be at the next

 8  public hearing.

 9            Additionally the Maryland Insurance

10  Administration adopted the 2014 NAIC, National

11  Association of Insurance Commissioners, long-term

12  care model regulation changes.  Those were adopted

13  actually on February 27th of 2017.

14            And these changes amend current

15  regulation to encourage more conservative pricing on

16  behalf of the long-term care carriers requiring

17  annual actuarial statement to be filed with the

18  Commissioner, enhanced consumer contingent

19  forfeiture benefits and improved consumer

20  disclosures.

21            In particular our current regulation for

22  ways to mitigate rate increase only states two
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 1  things, and these can be found under

 2  COMAR 31.14.01.36, Section B.

 3            It states that every long-term care

 4  insurance policy or certificate shall include a

 5  provision that allows the policyholder or

 6  certificateholder to reduce coverage and lower the

 7  policy or certificate premium in at least one of the

 8  following ways:  Either through reducing the maximum

 9  benefit or reducing the daily, weekly or monthly

10  benefit amount.

11            As a result of adopting these

12  regulations, effective March 1st, 2018 for any

13  policy issued on or after that date in Maryland, the

14  reduction coverage -- should the reduction in

15  coverage involve the reduction or elimination of an

16  inflation protection option, the insurer shall allow

17  the policyholder to continue the benefit in effect

18  at the time of that reduction.

19            So, this is an additional consumer

20  protection that was added on as a result of the 2014

21  amendments.

22            Okay.  So, as an example regarding this
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 1  inflation reduction provision, should the consumer

 2  have compound inflation and reduce to simple

 3  inflation as a result of the rate increase, the new

 4  simple inflation provision would begin to accrue on

 5  the amount of benefit that has already been accrued

 6  up to that date.

 7            So, as an example, if the policyholder

 8  started with $100 of daily benefit and a 5 percent

 9  inflation protection provision and had accrued

10  benefits to, say, $185 over the life of the policy,

11  at the time of a rate increase if the policyholder

12  decides that they are unable to pay the rate

13  increase and reduce from compound to simple, the

14  simple inflation would then have to begin to accrue

15  on the $185.  They cannot go back to the initial

16  benefit amount at issue of the policy.

17            MS. GRASON:  Thanks, Adam.  Another

18  initiative we've completed already as a result of

19  the work group is to develop a consumer frequently

20  asked questions document.  It's very robust.  It's

21  something we had our consumer unit review to make

22  sure it was reader friendly.  And we hope that's
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 1  been helpful to folks that are looking for a

 2  one-stop shop.  And we're going to try to keep that

 3  current.

 4            Also this year we're going to be looking

 5  at the NAIC's 2016 update.  So, we just adopted the

 6  2014 update.  Again, the NAIC has been so engaged in

 7  this, we now also have 2016 updates.

 8            So, we're looking to be right out of the

 9  gate on those.  And those updates have more to do

10  with consumer disclosures.  So, they're not

11  necessarily going to help the folks dealing with

12  these high rate increases except to be more

13  transparent about them.  So that is something else

14  you can expect to see from us.

15            And I think that concludes the work that

16  we've already done which brings us to, I guess, the

17  key purpose of today's event which is to introduce

18  some of the new public policies we are considering

19  at the MIA and to hopefully get your feedback.

20            And Bob mentioned I think when we rolled

21  out the introduction today that we are going to

22  accept written comments for 30 days.  So, we are
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 1  going to be introducing this today.  Please think

 2  about your thoughts on these policy changes.  We'd

 3  love to hear from you.  As the Commissioner is fond

 4  of saying, we don't like to make decisions in a

 5  vacuum.  And that's why your feedback and hearings

 6  like this are so invaluable to us.

 7            So, with regard to the new public

 8  policies that are under review, Adam and I are going

 9  to tag team this as well.  And he's going to start

10  by talking about some of the new initiatives we're

11  looking at with the open refilings that are

12  currently under review.

13            MR. ZIMMERMAN:  So, for those that have

14  attended the previous hearings in the past both in

15  January and October, the Commissioner is very key on

16  improving and expanding upon consumer protections

17  that are not available to Maryland consumers as a

18  result of the 15 percent rate cap that we have.

19            So, one thing that is being discussed

20  with some of the open filings is what's known as

21  Cathy indicated earlier, this inflation landing spot

22  option, which would -- the inflation landing spot
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 1  option.  Some carriers are offering options in other

 2  states that they cannot offer in Maryland simply due

 3  to the 15 percent rate cap.

 4            Inflation landing spot option is an

 5  option in which the policyholder can totally offset

 6  the proposed rate increase by taking a 5 percent

 7  inflation protection and lowering to some smaller

 8  actuarial equivalent inflation landing spot.

 9            However this would require the full rate

10  increase asked to be approved at once which would

11  result in multi year phased-in increases not to

12  exceed 15 percent annually per the current COMAR

13  regulations.

14            While the proposed solution would only

15  allow those with a 5 percent inflation option to

16  offset the rate increase totally, it would be

17  beneficial to the entire block of business as it

18  would allow all policyholders to better plan their

19  future.

20            Under current regulation simply by having

21  a 15 percent annual cap, the company is unable to

22  disclose additional rate increases expected.
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 1            From -- the biggest complaints we have

 2  received from consumers were I have received a

 3  letter in the mail that says that 15 percent has

 4  been approved and additional ones are expected.

 5  When I call the company to ask how many additional

 6  rate increase are needed, nobody can provide me an

 7  answer.

 8            By allowing and approving a multi year

 9  phased-in rate increase, the company will disclose

10  the phased-in plan to the policyholder rather than

11  simply stating that the 15 percent increase has been

12  approved and that additional rate increases are

13  expected.

14            This will make it easier for long-term

15  care consumers and policyholders to determine the

16  best course of action for the future of their

17  long-term care policy.

18            So, as an example let's say a carrier

19  requests a 60 percent rate increase actuarially

20  justified through the memorandum that's filed with

21  the Insurance Administration.  By allowing this

22  multi year phased-in landing spot option, this would
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 1  allow consumers to not have a rate increase over the

 2  four years that would be required for this phase-in

 3  to occur at 15 percent simply by taking a 5 percent

 4  option on inflation and lowering it to something

 5  smaller, let's say, I don't know, as an example,

 6  3 percent or 2.5 percent or something that was

 7  deemed actuarially equivalent.

 8            And, so, therefore the consumer will be

 9  able to keep their current policy premium the same

10  over the entire course of the phased-in period

11  without giving up benefits but simply lowering their

12  inflation protection and still allowing benefits to

13  accrue going forward just at a smaller inflation

14  rate.

15            MS. GRASON:  And then for folks that

16  would accept the rate increase, it would be

17  15 percent on a phased-in basis.  So, years one

18  through four 15, 15, 15, 15.

19            The benefit being foresight.  You know,

20  as Adam said, the consumers are having a hard time

21  planning ahead because we don't know what the end

22  game is.  A lot of these carriers are justifying
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 1  increases far in excess of 15, but because of the

 2  Maryland cap they are only getting 15 per year,

 3  which creates uncertainty for folks who are trying

 4  to budget.

 5            How are you supposed to decide whether a

 6  landing spot is a good option for you if you don't

 7  know how long the rate increases are going to

 8  continue.

 9            So, again, that's an initiative to expand

10  consumer choice in the face of this rating crisis.

11            Another policy issue that we're looking

12  at and we're looking for your feedback deals with

13  the 15 percent cap.  So, as Adam mentioned,

14  currently in our regulations a carrier cannot get

15  more than 15 percent of a rate increase in a

16  12-month period.  There is a carve out if the

17  carrier demonstrates that the utilization of the

18  product was far in excess of what was demonstrated.

19            And what we're finding, what our

20  actuaries are finding is that it's not utilization

21  that's driving the rate increases, rather it's

22  claims.
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 1            It's more claims being utilized than

 2  budgeted for.  Longer stays in nursing facilities

 3  for example.  Better medicine.  People staying on

 4  claim longer.

 5            So, we're considering creating a second

 6  carve out to the 15 percent cap that would allow for

 7  a rate increase in excess of 15 if the carrier can

 8  justify that the claims experience was in great

 9  excess of the -- that which was originally projected

10  for.

11            So, we're not proposing to get rid of the

12  15 percent cap.  That would still be the general

13  rule.  But for those carriers that can demonstrate

14  through their rates that their claims experience was

15  way off, it would give Commissioner Redmer

16  discretion to grant a higher increase in a given

17  period.

18            This is going to enhance our regulatory

19  option in negotiating consumer landing spots.

20  That's really what I think our work group has found.

21            One of the best things we can do for

22  consumers is to provide them with as many
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 1  alternatives as possible and as much information as

 2  possible.  So that if the rate increase that's

 3  actuarially justified and needed for solvency, if

 4  they can't afford that rate increase, they have

 5  other things that they can elect.

 6            And, so, that's really where we're going

 7  with this proposed change.  We're going to welcome

 8  your feedback on that.  We're going to expose that

 9  as a draft before we ever go to the Maryland

10  register.  So, it's just a new idea that we've come

11  to out of this work group initiative.

12            We already covered that if you want to

13  just reiterate.

14            MR. ZIMMERMAN:  Yes.  So, the next

15  potential policy change that we're looking for

16  comments on regards the inflation reduction that we

17  discussed with the new COMAR regulations.

18            As I indicated, they only are going to

19  apply to policies issued on or after March 1st of

20  2018.  However, we're considering amending this

21  regulation again to extend -- to extend the

22  provision to state policies issued or renewed on or
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 1  after a certain date.  This will extend the consumer

 2  protection to existing policyholders upon policy

 3  renewal.

 4            MS. GRASON:  And again just creating more

 5  options for those consumers that are out there

 6  dealing with these rate increases on an annual

 7  basis.

 8            The next proposal we would like you to

 9  consider, as I mentioned we think consumer options

10  is one of the best things that we can do as the

11  regulator, really use our rating authority to

12  leverage options for you in that review process.

13            One document that we thought might be

14  consumer friendly since we are coming up with some

15  alternatives to accepting a rate increase would be

16  requiring carriers with approved rate increases to

17  put together a one page apples-to-apples comparison

18  for the consumer of all the options so that you can

19  see it all right there in paper.

20            Here is the cost of your rate increase.

21  Here is the cost -- here are the options to mitigate

22  the rate increase - for example, reducing your
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 1  inflation protection.  Here is another benefit

 2  reduction that you can have in lieu of accepting the

 3  rate increase.

 4            Just get that all to the consumer in a

 5  concise, consumer friendly way to make this decision

 6  easier for the consumer.

 7            MR. ZIMMERMAN:  And as Nancy Egan pointed

 8  out before she left, education is a big thing

 9  regarding long-term care.  So, we're looking into

10  some sort of formal outreach in education process to

11  encourage consumers to consult with a long-term care

12  insurance producer or agent to discuss all possible

13  options available to them in the face of a rate

14  increase.

15            So, we're just looking to the

16  policyholders for any sort of comments you may have

17  regarding that initiative.

18            MS. GRASON:  If the folks don't have a

19  producer, what good is an apples-to-apples

20  comparison.  Or if you don't understand what the

21  company is trying to tell you, what good is the

22  transparency that we are helping create.
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 1            We think that insurance professionals

 2  could offer a benefit.  So, we're interested in your

 3  thoughts on how we can better connect folks with the

 4  agents out there that know this stuff really well.

 5            And then another thing we're going to

 6  start looking at is how a company's financial -- and

 7  I mentioned this before, the company's financial

 8  data as a whole across all lines of business plays

 9  out against the long-term care block.

10            So, you look at a company like Penn

11  Treaty which is almost exclusively long-term care,

12  if not exclusively long-term care, and so this is a

13  company that went insolvent as a result.

14            But what the consumers have told us and

15  we have heard you, is that, look, a lot of these

16  companies are taking home huge profits across lines

17  of business.  So, why is it the consumer that has to

18  bear the brunt of righting that wrong.  Why not some

19  of these other profits that the company has.

20            And, so, we're going to study this and

21  see how those things intersect.  We're going to

22  start to look at that internally.  Because there is
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 1  a big difference between a Penn Treaty, who is

 2  literally going insolvent, and perhaps another

 3  company that has more assets.  We're going to see

 4  how that works and what kind of authority we have as

 5  a regulator.

 6            I think we have one more before we take

 7  your comments.

 8            MR. ZIMMERMAN:  And finally, which is

 9  also part of Delegate Kramer's bill, House Bill 493

10  the Insurance Administration is considering a

11  requirement that written notice be sent by the

12  carrier to impacted consumers each time the carrier

13  files for a long-term care rate increase.

14            The reasoning behind this is because from

15  all the public comments we received as well as in

16  the previous hearings, the consumers aren't even

17  aware that the rate increases have been filed.  They

18  simply get something in the mail that indicates we

19  have been approved for X amount percent and within

20  45 days please respond with your decision.

21            So, we're considering a requirement that

22  all carriers must provide written notice to their
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 1  policyholders, the impacted policyholders each time

 2  that a long-term care rate increase is filed.

 3            And additionally the notice would direct

 4  the consumers to the MIA's website for information

 5  on the corresponding public hearing date, time as

 6  well as allow the impacted policyholders the right

 7  to provide commentary about the proposed rate

 8  increase.

 9            MR. MORROW:  And with that, we will take

10  any stakeholders questions or comments about the

11  policy changes we're considering.  We have two

12  people who signed up today to ask questions,

13  speaking.  First is Judy Miller.

14            MS. JUDITH MILLER:  No, it will be Mark

15  Miller.

16            MR. MILLER:  Mark Miller.

17            MS. JUDITH MILLER:  There was no line

18  next to him, so I put an arrow there.

19            MR. MORROW:  You're throwing him out

20  then.

21            MR. MILLER:  I am here today in two

22  roles.  One is I am a consumer along with my wife,
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 1  we've had long-term care insurance for approximately

 2  20 years.  We've been hit with three rate increases

 3  over the last four years.

 4            My second reason for being here is that I

 5  am a physician, and my specialty is geriatric

 6  medicine.  So, I'm involved very intimately with the

 7  issues facing the older individuals.

 8            In looking at what has been happening on

 9  the long-term care insurance rate increases, it

10  appears to me that the insurance companies are

11  intentionally trying to drive older individuals to

12  cancel or drop their insurance as they reach the

13  point in life when they are most likely going to

14  need their insurance.

15            For the most part the individuals who are

16  most heavily affected by the rate increases are

17  individuals within an older age group who -- many of

18  whom are living on fixed incomes where the rate

19  increase represents a substantial addition to their

20  expenses without offsetting income increases.

21            I have done a little bit of investigation

22  in terms of the financial health of some of the
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 1  long-term care providers as we just mentioned a

 2  moment ago.  My insurance for example is with John

 3  Hancock which turns out to be a subsidiary of

 4  Manulife.  They were bought out by Manulife a few

 5  years back.  Manulife is a very large insurance

 6  company based in Canada.

 7            Looking at their financial disclosures

 8  over the past year, they are doing very, very well.

 9  Even in long-term care insurance, best I can tell

10  from their financial reports, they are not losing

11  money now.

12            What they are concerned about is the

13  future profits based on individuals not dropping

14  their insurance as they age.  So, the issue there

15  appears to be there so-called retention rate which

16  they anticipated would decrease over time but which

17  is not happening.  People are hanging onto their

18  policies as best they can.

19            The other issue obviously that affects

20  that is that people are not dying suddenly as they

21  had in the past.  And, so, they are more likely to

22  end up with going into periods of extended
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 1  disability which then puts the policies into force

 2  and then allows individuals to utilize what they

 3  have been paying for over the years.

 4            I have two suggestions with regard to the

 5  actions that the Maryland Insurance Commission might

 6  take.  These involve studies which would be carried

 7  out.  One of which would be to look at what has been

 8  the impact of rate increases over the last several

 9  years on retention of policies within the State of

10  Maryland.

11            And I believe you can probably do that

12  since you have access to the list of insureds

13  through the various carriers in the state.

14            And secondly on a prospective basis, to

15  try to identify perhaps through a questionnaire what

16  would be the likelihood of retaining insurance or

17  dropping insurance in the face of continuing future

18  increases.

19            I have written a statement which I will

20  be happy to leave with you.  And I appreciate the

21  opportunity to have this ability to speak to you.

22  Thank you.
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 1            MS. GRASON:  Thank you so much,

 2  Dr. Miller.

 3            And we are going to post all comments

 4  on-line by the way.  And we did receive yours.  So

 5  folks that want to read statements after the fact,

 6  and keeping the record open for 30 days, we will

 7  also be adding any new comments received.

 8            MR. MORROW:  Next we have -- is it

 9  Charles Westmeyer, I want to say?

10            MR. WHEATLEY:  Wheatley.  I was bad at

11  handwriting.

12            MR. MORROW:  I'm butchering the names

13  today.  So --

14            MR. WHEATLEY:  That's the only course I

15  flunked.  Okay.

16            MR. MORROW:  Me too.

17            MR. WHEATLEY:  Thank you very much for

18  the hearing.  I've been actually thinking about this

19  subject for a number of years and did not know this

20  was in progress because of other commitments that I

21  have.  But I got a call yesterday and decided I'd

22  drive down from Westminster, 120 miles, because I
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 1  think this is vital.

 2            I first will tell you three things.  Who

 3  am I, why I'm here, and what are my suggestions.

 4  Try to do this very briefly for you.  Very

 5  informative, I made a lot of notes and questions.

 6  I'm not going to try to bore with you all those, but

 7  try to hit the high spots.

 8            I probably have some seniority here.  I'm

 9  only 48, but I'm dyslexic.  So, pardon me.  I

10  predate most of the people in the legislature.  I

11  was a member in the '60s and just came down today to

12  see the Speaker.  We're going to have a 50th

13  anniversary of the Constitutional Convention of

14  which I was always a delegate and hope to run as an

15  experienced delegate in the next one in 50 years.

16            So, that's my second.  And third I served

17  as a member of the Baltimore City Council, and in

18  all of those capacities had an insight into the

19  needs of aging.

20            At the present time I'm a member of the

21  advisory board at McDaniel College in their

22  gerontology program.  I served as chairman of the
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 1  Commission on Aging in Carroll County.

 2            And in 1994 my wife and I started an

 3  institute on -- that I like to make up names for

 4  it -- called LIFE which stands for The Learning

 5  Institute For Excellence.

 6            And we at the present are working and

 7  trying to remove the loss of memory for seniors with

 8  dementia by a system we used for seven hundred

 9  students that can actually grow new connections in

10  the brain for people who are having difficulty

11  learning.  And we hope that we will be able to do

12  the same for seniors if that same rule applies.

13            With that background I think you have

14  enough background about me except to tell you I'm

15  also -- I have had a license in all the major

16  insurance categories, as a broker and agent, since

17  1960.  And I took those along with my real estate

18  broker's license and bar exam all within 10 days.

19  So, I keep myself busy.

20            But I thought I was finished but I was

21  wrong, and then had to get a securities license.

22            But today, I'm here because I think the
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 1  long-term care issue has a -- as a political science

 2  teacher, and I still teach, that it is maybe one of

 3  the major problems affecting the so-called aging

 4  tsunami.

 5            I don't look at aging as the tsunami, I

 6  look at it as the perfect wave for surfing.  And,

 7  so, I try to convince my friends that a lot of the

 8  problems that we think might be there financially

 9  may actually be the solutions if we know how to do

10  it.

11            One of the things I think that is

12  essential, since I worked with a number of assisted

13  living homes, is that -- and also thanks to the

14  gentleman here, I have an existential reason.  My

15  wife and I also have long-term care policies.

16            And I think that when I saw what's

17  happening for five years, there were no increases in

18  premiums.  I'm now on my third company, I think.

19            But there were no increases in premiums,

20  and then all of a sudden they started coming.

21            By the way, just so I'm clear on this,

22  most of the seniors I work with would not be able to
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 1  absorb 15 percent annual premium increases.  So, the

 2  gentleman is correct that just spoke that it leads

 3  them to decide whether they want to reduce or

 4  eliminate the premiums.

 5            And for the same reason that he states, I

 6  think it's -- in law we have a thing that some

 7  unscrupulous lawyers use who don't want to handle a

 8  given client which is called fee'ing them out.

 9            It means we never tell you we won't take

10  your case, we just make the fees so large that

11  nobody will pay it.

12            And, so, I have a great empathy for that

13  situation, but I also realize as a former legislator

14  that you can't legislate certain things.

15            And I had a constituent who asked me to

16  pass a law that would eliminate cancer.  They wanted

17  me to pass a law in the state that would say cancer

18  will be eliminated at a given time.

19            Obviously legislation is not the remedy

20  to everything.  And I think that companies under the

21  U.S. law do not obviously want to be commanded to go

22  broke and go out of business or not be able to make
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 1  profit.

 2            So, therefore, I'm looking for the last

 3  three years at my third step, that is, how can we do

 4  more than diagnose the illness.  You know, it's

 5  really nice to get a good diagnosis, but I don't

 6  think anybody's too happy when you get a biopsy

 7  report that you have cancer.

 8            When somebody tells you your premiums are

 9  going up and you're fully informed, it's wonderful,

10  but it doesn't hurt to know how we are going to deal

11  with it.

12            So, I have a suggestion that I don't know

13  will ever be adoptable, but I would think that one

14  of the things that we might consider is changing our

15  analysis, that probably most carriers have adopted,

16  that long-term care is closer to the health analogy

17  than it is to the life analogy as it relates to

18  premium determination.

19            I would contend without the knowledge

20  that many people here have that that may be a false

21  concept.  While there are aspects of long-term care

22  that have health implications, they are usually
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 1  dealing more with residential questions than health

 2  questions.

 3            So, therefore, if we are in fact going to

 4  have rate increases, it tells me that we didn't have

 5  enough data for reasons that are understandable to

 6  actuarially determine the cost as a viable insurance

 7  carrier.  And, therefore, those mistakes have to be

 8  corrected.

 9            My suggestion would be that those

10  mistakes of calculation be corrected by looking at

11  the rate increase that's necessary on a continually

12  evolving basis, and do as we would do with life

13  insurance.  And that's set the rate based on the new

14  class of people buying the policies.

15            Then you have true full disclosure in

16  advance before the commitment is made.  And then as

17  that rate may change for reasons I'm not sure why

18  yet, as that rate requirement might change, each new

19  group buying their policies has a valid, accurate

20  estimate of what it will cost them for the rest of

21  their life.

22            Now --
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 1            THE REPORTER:  Mr. Wheatley, you're going

 2  to have to face this way so I can hear you.

 3            MR. WHEATLEY:  Oh, I'm sorry.  I didn't

 4  know where this was going.  I'm about finished, so

 5  thanks for the tip.  I'm sorry about that.

 6            And, so, as we go into that mode, I would

 7  hope that we would able to determine that long-term

 8  care can have a premium set, and the rates may be

 9  changed but only for those entering, so you have an

10  evolving program that allows a company to make the

11  necessary adjustment.

12            But, furthermore, most of the policies

13  that I've seen, probably all of them, all have caps.

14  They have a cap on how many days.  How much per day

15  and the lifetime maximum.  What we have really done

16  is cap our risk.

17            If we are accurate in our calculation, we

18  are not doing a maximum exposure to how much we can

19  lose if we guess wrong on that policy and then

20  correct it on the next policy issue.

21            I don't know if that's a solution, but I

22  think it's at least worth looking at.  Because if we
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 1  do that, I think we will then find that long-term

 2  care like health care is very expensive.

 3            I started Northwest Hospital 50 years ago

 4  with a friend, and I can tell you there ain't no

 5  cheap health care if you want to be healthy.

 6            Forgot.  I hate to turn my back to so

 7  many people, but I will accept that.

 8            So, therefore, if we are going to take

 9  that route and do it on that basis, I think we can

10  start at this point examining the concept of getting

11  younger people to understand -- which I think is a

12  tragedy because I also teach mostly teenagers in

13  political science.  And when you tell them the truth

14  and tell them the facts, don't assume they don't

15  listen.  Because all you have to do is give them a

16  little pazazz with it.

17            And when you tell them that, they listen.

18  I explained to them why health care may cost young

19  people a lot more money than they would ever spend

20  as a young person.  But the trouble is if you want

21  it when you're out where I am, you got to begin

22  where they are.

�

0058

 1            The same thing, rule applies to long-term

 2  care.  We have done a very poor job in all of our

 3  industry and our education in educating young people

 4  about the reality that there ain't no such thing, as

 5  they say, as a free lunch.  We have adopted methods

 6  of the Roman emperors more free grain and circuses.

 7            All you have to do is listen to a

 8  campaign and listen to how many things are told to

 9  you as a promise of more freebies.  Without any

10  money being paid, there is no government that pays

11  for it, somebody pays for it.

12            I've talked too long.  I apologize.  But

13  after the long drive, I think of a lot of things.

14  But I want to congratulate you all for bringing this

15  issue up, because if we don't solve this issue, the

16  mortgage crisis may look like a piker compared to

17  the long-term care when more and more older folks

18  begin to realize that someone told them to buy when

19  you're young because it will save you money.

20            It will save you money and you also, when

21  you're old and need it, have no coverage or very

22  little coverage.  This is a tragedy in the making.
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 1  To all my political friends I tell them they better

 2  count on an early termination of their term when

 3  that reality begins to hit.  And it will hit.

 4            And, so, let's head it off at the pass as

 5  they say in the westerns and see if we can stop this

 6  by taking a new concept look at long-term care.  And

 7  if we do, I believe that citizens as policyholders

 8  will benefit.  I also believe that the state will

 9  benefit because another amendment I would make is

10  amending in the old people who have policies into

11  the partner program so they don't have to go broke

12  under Medicare.

13            I don't know if you're considering that,

14  but I think it's essential.  And then I think the

15  companies will benefit because the reputable

16  companies that I know want to tell you that they

17  don't like loss leaders who come in at low rates and

18  then begin moving and escalating their rates with

19  unconscionable actions.  And they are not able to

20  compete on a fair basis because they are not able to

21  give the real rates and still make any sales.  Thank

22  you very much.
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 1            MS. GRASON:  Thank you.

 2            MR. MORROW:  Thank you.

 3            MR. WAHL:  My name is Richard Wahl.

 4  While I didn't sign up today --

 5            THE REPORTER:  You're going to have to

 6  move up.

 7            MR. MORROW:  Mr. Wahl, are you with an

 8  organization or yourself?

 9            MR. WAHL:  I'm a consumer, with myself.

10            MR. MORROW:  Okay.  Thank you.

11            MR. WAHL:  But I didn't sign up today.  I

12  did submit my comments in writing, and I know

13  Mr. Zimmerman can confirm that he has received

14  those.  I also testified in your January hearing

15  both in writing and orally.

16            I want to thank you and thank the MIA for

17  holding these hearings.  They are very helpful to

18  us.  And based upon your testimony today, some of

19  the comments that we've made in the past are coming

20  to fruition.  And that is a definite advantage.

21            In our case we have had a policy for

22  about a dozen years.  We began with about between my
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 1  wife and I a $2,000 premium.  It's currently up to

 2  about $4,000.  In five more years at a 50 percent

 3  rate which is the doubling as you know, that's

 4  8,000.  In 10 years, it's 16.  In 15, it's 32.

 5  Those numbers are not sustainable.

 6            As such I studied hard this year to find

 7  out what my alternatives might be.  I was not

 8  satisfied with the feedback received from my

 9  insurance company.  I've expressed that to you in

10  writing on previous occasions.

11            And the wonderful news today is Nancy

12  addressed that subject head-on by suggesting that

13  the companies submit to the State of Maryland MIA a

14  matrix outlining the benefit reductions and the cost

15  savings.

16            We don't have that before us now.  When I

17  signed up for my policy, my agent allowed me to see

18  the full matrix, and I was able to get exactly what

19  I wanted in terms of levels, in terms of options.

20            I do not have that same flexibility

21  because your suggestion today is yet to be

22  implemented.  We need that information, and we need
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 1  that desperately.  Thank you for pursuing that.

 2            The second matter that I want to address

 3  is what I wrote to Mr. Zimmerman earlier, and that

 4  is this subject of inflation.

 5            I listened as intently as I could.  And

 6  as my insurance agent said, it's not our fault, it's

 7  the State of Maryland.  When I asked that question

 8  before, the response was, it's complex.  Well, you

 9  proved that today.  It's extraordinarily complex.

10            I do not understand your statement that

11  something in our regulation or in our legislation

12  precludes us from looking at compound inflation at

13  rates less than 5 percent.

14            I want to see as a flexible proposal for

15  my insurance company rates at 4, 3 and 2 percent.

16  The only option given is compound or simple.  I do

17  not think that is sufficient for myself to make an

18  informed decision.  As such, I would appeal to you

19  to consider that.

20            And I do not understand your previous

21  statement as to why something in our system

22  precludes the State of Maryland from offering that
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 1  as an option.  I hope you can respond to that today.

 2            I thank the Commissioner for the

 3  wonderful work that the actuarial group is doing,

 4  for the wonderful work the staff is doing, for

 5  testimony that you're doing before the legislature.

 6  We need the support.  These rates are slamming us.

 7  These premium are slamming us hard, and I have to

 8  make a decision on the next go-around if the 15

 9  percent continues to reduce my cost by reducing my

10  benefits.  Thank you for hearing me.

11            MR. MORROW:  Thank you.

12            MR. FOX:  I have a couple questions but I

13  didn't sign up.  Can I --

14            MR. MORROW:  Yeah, we've got you.

15            MR. FOX:  Great.  Thank you.  My name is

16  Steve Fox.  I'm a long-term care policyholder.  Are

17  your proposed initiatives out on the web site?

18            MS. GRASON:  Not at this time.  We can

19  put something out.  And also the transcript from

20  today will be made available on our website as well.

21  But, yes, we will put something out because --

22            MR. FOX:  That would be great.  That
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 1  would be easier to comment if there is something in

 2  writing.

 3            Secondly I submitted a bunch of questions

 4  from the January hearing, and was just curious, one

 5  of them was for you guys and bunch of them for my

 6  long-term care insurance carrier, will you guys

 7  respond to that?  And did my questions for

 8  Physicians Mutual get forwarded to them or what

 9  happens?

10            MS. GRASON:  We can check our logs.

11            MR. ZIMMERMAN:  Yeah, we will check our

12  logs and we'll follow-up --

13            MR. FOX:  Okay.

14            MR. ZIMMERMAN:  -- with you.

15            MR. FOX:  Okay.  Great.  Great.  And then

16  finally again let me just say that I think House

17  Bill 493 is really heading in the right direction.

18  I think the only real solution to this is to limit

19  the size of the increase over chunks of time, you

20  know, like ten years.

21            It's ridiculous, the insurance companies

22  I believe are being very conservative in their
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 1  actuarial models now that they have sustained --

 2  sustained losses.  And, so, they're projecting, you

 3  know, they are projecting these huge rate increases

 4  based on a 40-year projection.  And nobody can

 5  project out what claim costs are going to be over 40

 6  years.

 7            I mean, who knows what's going to happen

 8  with medical advances and technology advances.  It's

 9  just crazy.  And I think the right approach is to

10  just have something where you limit the increases

11  over periods of time.  I think that will -- that

12  will really help.

13            Do you know, are there any other states

14  that do this?

15            MS. GRASON:  That do --

16            MR. FOX:  That do this sort of

17  limitation, do you know?  Or is Maryland plotting

18  new ground here?

19            MS. GRASON:  The limitations proposed in

20  493?

21            MR. FOX:  Yes.

22            MS. GRASON:  So, he's got the proposal on
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 1  a rate increases over a 10-year period could not be

 2  increased more than 50 percent.

 3            MR. FOX:  Correct.  But do any other

 4  states do something similar?

 5            MS. GRASON:  Not to my knowledge.

 6            MR. FOX:  Okay.

 7            MS. GRASON:  I'm seeing from the industry

 8  folks, no.  And then the other proposal in that bill

 9  is a bill that would ban any increases for anyone 80

10  years or older.

11            MR. FOX:  Right.

12            MS. GRASON:  And I understand that was

13  tried in New Hampshire, and there is some pending

14  litigation on that as to whether or not based on the

15  contract that was something that the state could do.

16  But another state has at least tried that.

17            But I think it speaks -- we're all just

18  trying to come up with innovative solutions that

19  work for everyone.

20            MR. FOX:  Well, I mean, it's a hard

21  problem.

22            MS. GRASON:  It's horrible.
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 1            MR. FOX:  All right.  Thank you.

 2            MS. GRASON:  Thank you so much.

 3            MR. MORROW:  One more.

 4            MR. KAUL:  The name is Roger Kaul

 5  K-A-U-L.  And I'm interested in finding out what are

 6  the long-term care costs.  I find an enormous

 7  spectrum from, you know, 4,000 a month to 10,000

 8  plus a month where -- I mean, when we have -- when

 9  we need that care, we still have some income.  So,

10  what the long-term care insurance is is the delta.

11  Right?

12            That's what you're really worried about,

13  and I got to say I -- is there any way you could

14  find out and post maybe by county -- because I find

15  Montgomery County is a lot more expensive than -- I

16  suspect that's why the 19 group is more active than

17  Carroll County where I live.  Thank you.

18            MS. GRASON:  So, Mr. Kaul, you're looking

19  for the actual cost of care for seniors regionally?

20            MR. KAUL:  Yeah.

21            MS. GRASON:  I just wanted to clarify.

22            MR. KAUL:  I mean like county -- you must
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 1  license these facilities; right?

 2            MS. GRASON:  not --

 3            MR. KAUL:  Not the insurance agency.

 4            MS. GRASON:  Not our agency, but we can

 5  certainly look at some of our sister agencies and

 6  see who might have that data.

 7            MR. KAUL:  That's the number --

 8            MS. WAGNER:  There is a publication

 9  that's put out in Maryland -- is it okay if I speak?

10            MS. GRASON:  Sure.

11            MS. WAGNER:  Cindy Wagner, I am an

12  insurance agent, and I deal primarily in long-term

13  care insurance.  Many of my customers have --

14            THE REPORTER:  You're going to have to

15  move forward.

16            MS. WAGNER:  Many of my customers

17  actually have received anywhere from four to six

18  rate increases over the last five to seven years.

19  Genworth being one of the carriers who has had the

20  back-to-back 15 percent, gone through all of the

21  hoops to get approval.

22            I will tell you from my standpoint and
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 1  from the client's that I represent, the 15 percent

 2  has been a blessing.  Believe it or not.  When we

 3  started out with these rate increase letters, I just

 4  comically, as Mr. Wheatley said here, addressed them

 5  as love letters.

 6            And the clients, you know, it kind of

 7  broke the tone a little bit.  They're angry, but it

 8  gave us time to reevaluate what's going on, what are

 9  your coverages, what are the options.

10            One of the things that happens now is the

11  clients call me and say, hey, I got another love

12  letter.  So, you can see it's all in working with

13  the clients and we're all in the same boat together.

14  We all know that the need is there to have the

15  long-term care coverage.

16            And one of the things that Mr. Kaul just

17  asked, this is a guide to retirement living.  It's

18  called the Source Book.  It's available on-line.

19  And I will slowly give you the website.  I use this

20  for every client review.

21            Let me find it here.  It is

22  www.retirementlivingsourcebook.com.  No spaces.
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 1  Retirementlivingsourcebook.com.

 2            You can go on and find different

 3  counties.  This one is only for -- I'm from the

 4  Eastern Shore.  In this booklet -- put this down and

 5  speak a little louder for you.

 6            In this booklet it's broken down by

 7  little color bars at the top.   I know most of you

 8  can't see this, but at the top there's different

 9  color bars in here.

10            Each of those sections represents a

11  different type of care.  It could be assisted

12  living.  It could be adult day care.  It could be

13  full blown retirement living.

14            I primarily deal with the nursing and

15  rehabilitation section, and it's broken down by

16  county.  If I go to Talbot County, which is the

17  Easton, Maryland area, it actually breaks down

18  several of the facilities, gives the number of beds

19  available and gives the daily cost range.

20            And this is very accurate.  I have family

21  members in both of these facilities, and I can tell

22  you this is spot on.
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 1            I also keep up-to-date with some of the

 2  people that are at these facilities in

 3  administrative roles to see how often they update

 4  them.  Source Book reaches out quarterly.

 5            MR. DORSEY:  Who publishes that?

 6            MS. WAGNER:  I will let you take a peek

 7  at it.  I'm not sure.  Source Book is the only one

 8  I've ever heard of.

 9            You can find them in a lot of the

10  facilities as well.  I have seen them in a lot of

11  the senior centers.  So, that's a great thing to

12  reach out to.

13            I know that the D.C. and metro area is a

14  completely separate booklet, and there are ones for

15  different parts of the state as well.  But utilize

16  that.

17            Another thing you can go to, doesn't cost

18  anything and you do not have to have coverage with

19  that particular carrier, but Genworth has a site

20  that you can go to which has not only calculators

21  but it has a list of what the costs are for all 50

22  states.  It's a one-pager.  You can download it.
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 1  Again doesn't cost anything, but it is phenomenal to

 2  use in these types of situations.

 3            I give kudos to you guys for the work

 4  groups.  I've participated in every one that I

 5  could.  Testified at a couple of them.  Thank you.

 6  The 15 percent, like I said, is a blessing.

 7            I also have clients in other states, and

 8  I can tell you that Delaware and Virginia just got

 9  30 percent rate increase from some of those

10  carriers.  And it is much harder to keep the

11  coverages pertinent if the person needed to go on

12  claim next week with a 15 percent rate increase than

13  it is a 30 all at once.

14            So, sometimes it's literally just one

15  year's growth of that compounding that you

16  mentioned, if you just back that off for one year

17  via the daily benefit or monthly whichever,

18  sometimes that can reduce the premium enough that

19  it's comfortable in budget.

20            Thank you for letting me speak.

21            MR. MILLER:  I would like to make an

22  additional comment if I can since there is nobody
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 1  else.  For those who may not be totally familiar

 2  with how long-term care insurance works, I need to

 3  remind everyone that what you're buying in long-term

 4  care insurance is a specified pool of money which is

 5  set at the time that you take out your policy but

 6  which increases depending upon whether or not you

 7  have an inflation factor built in.

 8            You're buying X number of days of

 9  coverage at X dollars, that will bring -- that will

10  provide X dollars a day of benefit.

11            So, it's not like other insurance where

12  the facility that's providing the care bills and

13  bills and bills to the point where there is no end

14  in sight.  When you run out of the fixed amount of

15  money that you have insured for, you're not covered

16  any longer.

17            And I think that's a very important

18  point.  And particularly with the insurance

19  companies, they know exactly how much in advance

20  they are committed to because they know what that

21  amount of money is.

22            And also in order to access your
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 1  insurance, you have to be declared medically

 2  disabled.  So, it's not something that you can just

 3  sign up for and say, I want insurance.  You have to

 4  be certified as disabled and will be continued in a

 5  disabled state.

 6            One of the factors that I haven't heard

 7  discussed at all is to what extent the pool of money

 8  that you are buying is actually fully utilized.  The

 9  length of stay in most long-term care facilities has

10  gone down steadily over the years.  So, that

11  typically people buy three years worth of coverage.

12  That's a very common component of the long-term care

13  insurance.

14            The average stay now in long-term care

15  facilities is well under that three year -- the

16  three-year mark.  No matter what the facility

17  charges at a day rate, you only get the amount that

18  you have insured for.

19            So, if the facility is charging $500 a

20  day and your insurance is paying $180 dollars a day,

21  that's all you're getting is the $180 a day until

22  you use it up.
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 1            So, I think that's an important factor

 2  when you go back to trying to justify rate

 3  increases.  The insurance companies know exactly

 4  what their -- what their liability is well ahead of

 5  time, and there is a limit to the liability.  It's

 6  not an open-ended expense once you become insurance

 7  eligible.  Thank you.

 8            MS. GRASON:  Thank you.  Mr. Wahl.

 9            MR. WAHL:  Richard Wahl.  W-A-H-L.  Thank

10  you for an opportunity for follow-up.  I have one

11  important question, and that is the subject of

12  coverage change request forms.  I think they are

13  standardized throughout the industry.  I'm not

14  convinced that the reduction in the premium is

15  commensurate with the reduction in benefits.  And I

16  am not able to validate that, but I know

17  Mr. Zimmerman and the actuarial group could look at

18  that and determine whether or not they are in sync

19  and balanced and fair to the consumer.

20            Are the companies getting well by

21  decreasing benefits but only partial offsetting it

22  with premium rates?  I can't make that
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 1  determination, but I believe our actuarial

 2  department can.  And I would appreciate it if you

 3  would do some validation of that.  Thank you.

 4            MR. MORROW:  Okay.  I would like to thank

 5  everybody for coming, giving us all of your input.

 6  It's very important for us to hear from the

 7  stakeholders and the members of the public.

 8            I would also like to thank everybody here

 9  at the MIA whose hard work has gone into these

10  hearings and all the work leading up to the

11  hearings.  So, thank you all for coming and we are

12  done.

13            (Whereupon at 2:19 p.m. the briefing

14  concluded.)

15
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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 the

 5  above-captioned matter came on before me at the time

 6  and place herein set out.

 7            I further certify that the briefing 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  14th day of March, 2017.

16

17                           _____________________

18                             Susan Farrell Smith

19                          Notary Public

20

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



 2            MR. MORROW:  Good afternoon everybody.  



 3  Let me start by asking everybody who is on the phone 



 4  to please mute your phones.



 5            So, welcome, everyone.  Thank you for 



 6  coming today.  My name is Bob Morrow, and I'm the 



 7  Associate Commissioner for Life and Health with the 



 8  Maryland Insurance Administration.



 9            And this is the Maryland Insurance 



10  Administration's public briefing to provide an 



11  update on recent policy changes and to vet potential 



12  new policy changes that will enhance consumer 



13  protections for long-term care insurance in 



14  Maryland.



15            Commissioner Redmer was unavoidably 



16  detained and regrets not being able to be here 



17  himself.  So, you're stuck with me.



18            By way of background, the MIA has 



19  committed significant resources to engaging in state 



20  and national discussions on the long-term care 



21  rating crisis over the last year.



22            We held an informational public meeting
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 1  back on April 27th, 2016 where we invited consumers, 



 2  carriers and other interested parties to provide 



 3  comments on the state of long-term care insurance in 



 4  Maryland.



 5            Based on the feedback received at the 



 6  public meeting in 2016, to proactively address 



 7  issues associated with the long-term care 



 8  marketplace in Maryland, an internal MIA work group 



 9  was convened to review key issues.



10            The work group invited consumer 



11  advocates, insurance industry representatives and 



12  elected officials to engage in indepth discussions 



13  of these key issues over a series of four public 



14  conference calls between November and December 2016.



15            As a result of this collaborative 



16  process, several actions have already been taken by 



17  the MIA to provide greater transparency for 



18  consumers as they evaluate how to budget for 



19  long-term care needs.



20            These initiatives will be discussed 



21  today, and several new policy proposals will be 



22  presented for your feedback.





�                                                               7



 1            We're here to listen and take questions 



 2  regarding the potential policy changes discussed 



 3  today.  Before we begin, I would like to take a 



 4  moment to introduce some of the folks who are here 



 5  from the Insurance Administration.



 6            To my left is Cathy Grason, Chief of 



 7  Staff.  Adam Zimmerman, actuarial analyst.  Where's 



 8  my sheet?  Oh, I'm sorry.



 9            And to my right Nancy Egan who is head of 



10  our legislative affairs.  Van Dorsey, principal 



11  counsel.



12            And also with us today from the MIA we 



13  have Lindsey Rowell who is with the public affairs 



14  office.  Tracy Imm, director of public affairs.  



15  Nick Cavey, assistant director of external 



16  relations.  Theresa Morphe, chief of life and 



17  health, market conduct examinations.  David Cooney, 



18  who is chief of health insurance and managed care.  



19  Fern Thomas, supervisor, health review unit.  Mary 



20  Kwei, chief of complaints and appeals and 



21  grievances.  Joe Sviatco, communications, and Jeff 



22  Ji in our actuarial department.
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 1            In addition we have two public officials 



 2  with us here today.  We have the Delaware 



 3  Commissioner, Trinidad Navarro, and his chief of 



 4  staff Steven Snyder -- Stuart Snyder, I'm sorry.



 5            Finally, I'm going to go over a few 



 6  procedures we would like to follow today.  There is 



 7  a handout that has all of our contact information on 



 8  it.  Please make sure to pick one up.  This document 



 9  also contains information about how to submit a 



10  consumer complaint about a long-term care insurance 



11  policy.



12            If you would like to speak today, you 



13  will need to sign up on the sheet and include your 



14  name and contact information.  We will only be 



15  calling the names of those folks listed on the 



16  sign-up sheet and those who RSVP'ed to speak.



17            As a result of the policy changes 



18  discussed today, we hope that you will submit 



19  written comments providing feedback.  The Maryland 



20  Insurance Administration will accept comments until 



21  Thursday, April 6th, 2017.  Written comments should 



22  be submitted to longtermcare.MIA@Maryland.gov.
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 1            We will posting all the written comments 



 2  received as well as a full written transcript of 



 3  today's meeting on the MIA's long-term care web page 



 4  which can be found under the quick links menu on the 



 5  left-hand side of the MIA's home page at 



 6  insurance.maryland.gov. 



 7            We do have a Court Reporter here today to 



 8  document the briefing.  When you are called up to 



 9  speak, state your name and affiliation clearly for 



10  the record.



11            If you're dialing into the briefing 



12  through our conference call line, we ask that you 



13  please mute your phones once again.



14            Thank you for joining us today.  And now 



15  I would like to introduce Nancy Egan who is going to 



16  provide a few comments about the pending legislation 



17  relating to long-term care insurance.  



18            MS. EGAN:  Gosh, a microphone, wow.  Hi, 



19  everyone, and welcome.  I'm glad to see some faces 



20  that have come back from some of our prior hearings.  



21  I know that some of you attended the hearing on 



22  April the 28th, which was our first public hearing 
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 1  when we talked about long-term care.



 2            I'm Nancy Egan.  I am the person down in 



 3  Annapolis for the Insurance Administration.  I go 



 4  down and monitor all the insurance bills.  And I 



 5  have to say that unfortunately for me, I have to 



 6  skoot out because there are some hearings today that 



 7  we didn't expect.  They don't normally have hearings 



 8  on Monday, this has been a very busy year. 



 9            So, on the agenda, I'm going to go out of 



10  order, because I want to go in the order that the 



11  bills were heard down in Annapolis.  So, you can get 



12  a sense of where they are right now, and I'm also 



13  going to announce -- okay, sorry.  I'm also going to 



14  announce which Senator or Delegate sponsored the 



15  bill in case you want to reach out to them 



16  individually.



17            So, thank you.  The first bill was Senate 



18  Bill 176, long-term care insurance moratorium on 



19  renewal of premium rate increases.  So, this was 



20  sponsored by Senator Manno who represents    



21  District 19 of Montgomery County which is also the 



22  area known for Leisure World. 
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 1            So, this bill did have a hearing in 



 2  Senate finance back on February 1st.  So, it's still 



 3  sitting there waiting to be voted on by the 



 4  Senators.



 5            What the bill was going to do or is 



 6  attempting to do is to prohibit a carrier of 



 7  long-term care insurance from increasing a renewal 



 8  premium for policies issued, delivered or renewed in 



 9  the State after June 1, 2017.  And then it was going 



10  to put a moratorium on any rate increases until 



11  December 31st, 2019.



12            The bill does have some retroactive 



13  effects which is being looked at by Senate finance 



14  at the current time.



15            The only concern that we had is that 



16  although a rate moratorium would create some 



17  short-term relief for all the consumers that it 



18  would affect, it could inadvertently lead to a big 



19  spike in a request for a rate increase after the two 



20  and a half year moratorium.



21            So, as I said, that is currently still 



22  sitting in Senate finance waiting to be voted on.
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 1            The next one is a bill that's being put 



 2  in by Senator Klausmeier.  Senator Klausmeier, she's 



 3  been putting in a bill for like the last three or 



 4  four years about long-term care tax credits.



 5            I don't know how many people out there 



 6  took advantage of the original tax credit that was 



 7  put in in year 2000.  So, in the year -- there are a 



 8  show of hands, and I guess most of you are aware 



 9  that in year 2000 there was a one-time tax credit up 



10  to $500 that you could take if you were buying a 



11  policy after -- let me get the date -- July 1, 2000.



12            So, you couldn't take the credit if you 



13  had already purchased long-term care, but you could 



14  take it if you were a new purchaser of long-term 



15  care insurance.



16            What she would like do with this new 



17  bill, Senate Bill 432, income tax credit for 



18  long-term care premium, is to provide a continuous 



19  tax credit.



20            However, the way the bill is drafted 



21  currently, it would only apply to new policies.  So, 



22  it would not give the effect of -- for people that 
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 1  already have policies in effect at this time.  We 



 2  have pointed out that effect to Senator Klausmeier.



 3            The Bill was heard on -- if you want to 



 4  hold on one second.  I know it was just recently 



 5  heard.  Sometime in February in budget and taxation.



 6            And as I mentioned, it's still sitting 



 7  there.  She's trying to gather some information to 



 8  show that it would be great to provide this credit 



 9  for people that are continuously holding onto their 



10  policies, but she has not made any amendments yet on 



11  the language.



12            And she's trying to get some more 



13  information from the Department of Budget and 



14  Management and to find out the effect of people that 



15  would end up going on Medicaid and what the effect 



16  would be on the State if these people went on 



17  Medicaid instead of keeping their long-term care 



18  policy.



19            As I said, that's still sitting there.  



20  Senator Klausmeier represents District 8 in 



21  Baltimore County.  And the date of the hearing was 



22  February 15th in Senate budget and tax.





�                                                               14



 1            Once again that was not voted on yet.  In 



 2  her prior years, that -- the prior years for 



 3  submission, they were voted on favorably in that 



 4  committee, and then it didn't move anything further.



 5            Another bill which had a favorable 



 6  review, it just happened last week, Bob Morrow 



 7  mentioned that we put together a long-term care work 



 8  group.  Commissioner Redmer did.



 9            And two of the members on that work group 



10  were producers who are subject matter experts in 



11  long-term care insurance.  And some of you remember 



12  their names if you called in to some of our other 



13  hearings or called into the work group.  That's 



14  Sally Leimbach and Melissa Barnickel.



15            So, they served on the long-term care 



16  insurance work group with the Commissioner.  And as 



17  a result of that, they have put in legislation 



18  that's Senate Bill 696, House Bill 953, which is the 



19  task force on long-term care education and planning.



20            So, the sponsor on the House -- I mean, 



21  on the Senate side is Senator Feldman who is 



22  District 15 in Montgomery County.  And the House 
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 1  sponsor is Delegate Morales, District 19 in 



 2  Montgomery County.  Also once again District 19 is 



 3  the home of Leisure World.



 4            The Senate Bill was heard on March 1st 



 5  and received a favorable vote with amendments by the 



 6  Senate finance committee.  The one amendment was to 



 7  add a member to this task force, and that was to add 



 8  someone that represented the long-term care 



 9  industry.



10            What it does is it creates a 



11  public/private task force to study the need for 



12  education for Maryland residents about the cost and 



13  need for long-term care planning.



14            It's not concentrated just on long-term 



15  insurance, but its goal is to make sure that 



16  Maryland residents are educated before the age of 50 



17  to learn about the types of planning that they need 



18  to do to be prepared as they get older and plan for 



19  those needs.



20            They are supposed to make recommendations 



21  to the Governor's office and the General Assembly.  



22  So, as I mentioned, that was voted out favorably 
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 1  immediately during the hearing which is a good sign.  



 2  So, I think that will get through and you will see 



 3  some results on that.  And I think by the end of the 



 4  session it will be signed on favorably by the 



 5  Governor.



 6            It's going to be staffed by the 



 7  Department of Aging.  And one of the nice things is 



 8  that -- one of the things they examine when they 



 9  look at these bills is whether or not it's going to 



10  have a fiscal impact.



11            In this case they determined there would 



12  be no fiscal impact.  So, that's always a good sign.  



13  So, that should be sailing through.



14            House Bill 493 was just heard this 



15  Thursday, long-term care insurance premium rates.  



16  This was sponsored by Delegate Ben Kramer also from 



17  District 19, Montgomery County.



18            As you can see there is a lot of the -- 



19  the delegates that are sponsoring this bill.  This 



20  was just heard Thursday March 2nd in House HGO, the 



21  health and government operations committee.



22            And what that means is for health and -- 
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 1  the HGO committee, they have some subcommittees that 



 2  operate, and this is being sent to the subcommittee.  



 3  And they will be reviewing this on Tuesday.



 4            This bill was pretty comprehensive, so, 



 5  I'm just going to give you the highlight, and there 



 6  is a lot of highlights.  So, bear with me as I go 



 7  through each section.



 8            Delegate Kramer also added some 



 9  amendments to the bill when he provided the 



10  testimony on Thursday.  So, I'm going to provide you 



11  the Bill as amended by Delegate Kramer.



12            The first one is going to require a 



13  long-term care carrier to identify the mortality and 



14  morbidity rate tables used to determine their 



15  premium rates.  And it's going to require us to post 



16  that rate, those rate tables on our website.



17            The second provision was that within any 



18  10-year period of coverage under a long-term care 



19  policy or contract, a long-term care carrier is 



20  prohibited from increasing the premium rate by more 



21  than 50 percent of the initial premium rate.



22            His third provision was to prohibit a 
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 1  carrier from imposing a rate increase for a policy 



 2  or contract of long-term care that exceeds         



 3  15 percent within a 12-month period unless approved 



 4  by the Commissioner if the carrier demonstrates a 



 5  large increase if necessary because of rate of 



 6  utilization.



 7            I think some of you are aware that that's 



 8  already incorporated in the statute -- I mean, in 



 9  the regulations that we operate under here at the 



10  Insurance Commissioner's Office.



11            He also is trying to put in an amendment 



12  to prohibit a carrier from imposing a rate increase 



13  for a policy or contract of long-term care for an 



14  insured who is at least 80 years of age and has 



15  maintained the policy or contract for at least ten 



16  years and has paid the premiums in full.



17            We understand at the hearing that he is 



18  going to only apply that to policies going forward.  



19  So, it would not have the effect on policies already 



20  in effect.



21            So, for those in the room that have 



22  policies in effect and over the age of 80, this is 
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 1  not going provide you any relief, and I apologize.



 2            House Bill 493 requires that all 



 3  long-term care rate increases request be approved by 



 4  the Commissioner prior to implementation.  And it 



 5  set some guidelines and regulations in the statute 



 6  for us to follow when reviewing rate increases.



 7            This is similar to what we already have 



 8  in statute for relating -- for reviewing health 



 9  insurance rates.



10            It would also require the Commissioner to 



11  hold public hearings at least quarterly for any 



12  long-term care rate filing request.  Additionally it 



13  would require a carrier to provide an annual notice 



14  to its insured and to post a notice to the carrier's 



15  website indicating that an insured may access 



16  information about the proposed rate increase and 



17  submit comments regarding the rate increase on the 



18  MIA's website.  And requires a carrier to send 



19  written notice to each insured of the filing of any 



20  proposed premium increase applicable to the insured 



21  within 30 days prior to the rate hearing.



22            There is two more sections, and I'm 
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 1  sorry, but it's quite lengthy.  House Bill 493 would 



 2  require a long-term producer to advise an applicant 



 3  considering the purchase of long-term care about the 



 4  ability -- availability of benefits of a policy that 



 5  qualifies under the qualified State long-term care 



 6  partnership agreement.



 7            And the last section of his bill would 



 8  require a carrier to provide an insured who has 



 9  maintained a long-term care policy or contract 



10  through the carrier for at least ten years and has 



11  paid all the premiums for the contract in full, a 



12  nonforfeiture benefit that is equivalent to at least 



13  the cumulative value of all premiums paid by the 



14  insured adjusted for inflation -- inflation based on 



15  the Consumer Price Index for the 



16  Washington-Baltimore metropolitan area.



17            All of these different sections are 



18  currently under review, and we don't know how the 



19  final bill will end up.  But these are the nine 



20  sections of the bill as currently drafted.



21            My name and contact information is on the 



22  sheet; so, if you want some additional information, 
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 1  please reach out to me.  And if you would like to 



 2  reach out to these Delegates or Senators, I'm sure 



 3  they would welcome your comments as well.



 4            And you had a question, Mr. Fox.



 5            MR. FOX:  Will everything except for the 



 6  amendment apply retroactively to existing policies?



 7            MS. EGAN:  Well, it does say all policies 



 8  renewed; so, it would apply to all policies, yes.



 9            Yes, sir.  And would state your name 



10  please?



11            MR. WHEATLEY:  I want to ask you did the 



12  department testify on the bills that had hearings?  



13  And if so, was there a position taken?



14            MS. EGAN:  Yes.  Let me go back and I 



15  will tell you -- I'm blowing out these microphones.  



16  Here we go.  For the long-term care insurance, we 



17  did a letter of comment on the long-term care 



18  insurance, our concerns about the financial status 



19  of the carriers when you implement a freeze on their 



20  rates making sure, you know, that the rates are 



21  adequate.



22            We've had a -- I'm sure they're going to 
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 1  speak a little bit about it, we just had the 



 2  long-term carrier up in Pennsylvania be put in 



 3  liquidation, Penn Treaty, and we don't want that 



 4  happening here in Maryland.  So, we are concerned 



 5  about rate adequacy.



 6            For Senate Bill 432, we did not provide 



 7  any written comments.  We've been working with 



 8  Senator Klausmeier trying to find some additional 



 9  information for her as she tries to move forward 



10  with that bill.



11            Now, on the long-term care task force -- 



12  okay -- on the long-term care task force we provided 



13  written comments about all the -- okay.  I'm just 



14  going to talk really loud.



15            We sent out a -- we did written comment 



16  letting them know about all of the activities that 



17  are already ongoing about long-term care insurance.  



18  We just didn't want them to have to duplicate a lot 



19  of efforts we've already done because they also need 



20  to focus on providing education and planning for 



21  people under the age of 50.  And they are trying to 



22  focus on that.
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 1            The last one on Delegate Kramer's bill, 



 2  we provided -- we provided comment and also some 



 3  suggestions for amendments.  We have been working 



 4  with Delegate Kramer to point out some issues with 



 5  the bill, and we're still in discussions with 



 6  Delegate Kramer currently.  And we will be part of 



 7  the discussion at the subcommittee on Tuesday.



 8            Once again if anyone has any questions, 



 9  you can reach out to me individually.  I will not be 



10  able to stay to the end and talk to you all 



11  individually.  I apologize, but I need to get back 



12  down the road.  But thank you all.



13            And if you do have any questions, call 



14  me.  You can do anything you need or e-mail me, I 



15  would be -- I would be welcome to talk to you about 



16  any of the pending legislation.  Thank you.



17            MR. MORROW:  Thank you, Nancy.  On and 



18  off.  Before I proceed I've been asked to ask:  Is 



19  there anybody else here who is a public official or 



20  representing a public official?  



21            MS.KRZYSZTOFIK:  My name is Brigida 



22  Krzysztofik.  I am here from the office of Delegate 
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 1  Cullison.  She's also out of District 19, and she 



 2  has the subcommittee on insurance this year.  So 



 3  that hearing that will be in the insurance 



 4  subcommittee will go through her committee.



 5            If you have any comments, feel free to 



 6  catch me or call our office.  



 7            MR. MORROW:  Very good, thank you.  So, 



 8  now we will have an NAIC update from Cathy Grason.



 9            MS. GRASON:  Thank you, Bob.  We're just 



10  going to work on our projection today.  Hopefully 



11  folks can hear us.  This is what happens when we try 



12  to get tech savvy, it's really on and off at the 



13  mike.



14            MR. MORROW:  This one keeps wanting to 



15  work.



16            MS. GRASON:  Okay.  I will hang out with 



17  this one.  So, I wanted to provide everyone an 



18  update on activity at the National Association of 



19  Insurance Commissioners, also known as the NAIC.  



20  Many of you are familiar with the organization and 



21  know that -- that Commissioner Redmer has been 



22  appointed chair of the B committee which is the 





�                                                               25



 1  committee that evaluates all the health policy 



 2  initiatives.



 3            So, fortunately, I think for everyone in 



 4  this room that cares about long-term care, you do 



 5  have an advocate at the B committee level who is 



 6  committed to coming up with solutions in this arena.



 7            So, I wanted to give you just a quick 



 8  update on some of the long-term care initiatives 



 9  that we expect to see in 2017 at the national level.



10            And this has been a national issue for 



11  many years.  This is not -- long-term care, the 



12  rating crisis is not a Maryland issue.  So, we're in 



13  good company which we hope will lead to innovation 



14  with our shared experiences and challenges, 



15  hopefully will breed some new and innovative ideas.



16            Believe it or not, there are close to 12 



17  different working groups or sub groups looking at 



18  this issue in various capacities.  And there's been 



19  some talk of streamlining those groups into more 



20  narrowly tailored efforts.



21            But there are three key committees that I 



22  wanted to mention that we are following closely.  
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 1  First is the long-term care innovation sub group.  



 2  And this group is looking at options for consumers 



 3  in the area of long-term care planning.



 4            So, it's not limited to the long-term 



 5  care insurance product.  They are looking at 



 6  solutions, affordable solutions across the spectrum 



 7  of insurance and financial protection products for 



 8  going forward.



 9            So, the current -- the current item on 



10  their agenda is reviewing recommendations for 



11  Congress in this arena; so, we're following that 



12  closely.



13            The second I wanted to mention is the 



14  long-term care benefit adjustment sub group.  So, 



15  you will hear us talk a little bit about what we're 



16  calling landing spots today, which is the term that 



17  we use to discuss benefit adjustments for folks that 



18  face rate increases.



19            So, if a company says to you we've got an 



20  approved rate increase of 15 percent for this year, 



21  but in lieu of accepting this 15 percent increase, 



22  you can elect to reduce the following benefits and 
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 1  not pay anything more.



 2            So, this task group -- task force is the 



 3  subject of looking at just at those issues.  What 



 4  are the contract issues that arise out of those 



 5  scenarios.  And the special circumstances for 



 6  consumers that are given those options.



 7            The health actuarial task force consists 



 8  of our actuaries, obviously, that are looking at the 



 9  best practices for rate increase review which is 



10  obviously very important to all of us in the 



11  departments around the country.



12            We want to make sure that we are 



13  adequately reviewing the math that comes in from 



14  these companies as to why these increases are 



15  justified.



16            So that group continues to discuss best 



17  practices, and -- and they are also looking at 



18  specific formulas that need to be looked at going 



19  forward.



20            And finally I wanted to mention that we 



21  are monitoring the E committee which is the 



22  committee at the NAIC that deals with financial 
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 1  matters.  And we're very -- Commissioner Redmer is 



 2  very interested in the intersection of a company's 



 3  finances as a whole intersect with a long-term care 



 4  block itself and how -- how that rate increase 



 5  intersects with -- with the books as a whole.



 6            So, we are monitoring the E committee.  



 7  They are also looking in that committee at the 



 8  guaranty fund issues.  So, a lot of you that have 



 9  been following our -- our discussions here at the 



10  MIA know that when a company does go insolvent, the 



11  consumer protection in place is the guaranty fund in 



12  the State.



13            And the guaranty funds steps in and helps 



14  to pay some of the claims with a statutory limit of 



15  $300,000.  Because of recent insolvencies like Penn 



16  Treaty, this committee is focused on looking at 



17  long-term impacts of the long-term care rating 



18  crisis on guaranty funds.  And, so, we will continue 



19  to watch that as well.



20            And that concludes my NAIC update.



21            MR. MORROW:  So, next we will be hearing 



22  from Adam Zimmerman and Cathy Grason.
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 1            MR. ZIMMERMAN:  So, as Bob pointed out -- 



 2  I'm Adam Zimmerman, actuarial analyst with the 



 3  Maryland Insurance Administration.  And as Bob 



 4  pointed out during the opening comments, Cathy 



 5  Grason and I co-chaired a work group focusing on 



 6  long-term care last year in November and December.



 7            And from the feedback we received from 



 8  that work group, there are a few initiatives already 



 9  being implemented by the Maryland Insurance 



10  Administration regarding long-term care.



11            In particular on January 3rd, 2017, 



12  Bulletin 1701 was issued by the Maryland Insurance 



13  Administration.  And this bulletin was to notify 



14  carriers that are writing long-term care insurance 



15  that their increases will be subject to public rate 



16  review hearing prior to approval, and that all 



17  actuarial memorandum will be published to the MIA 



18  website for public inspection prior to the rate 



19  hearing.



20            Since that bulletin was issued, there was 



21  one hearing held on January 9th of this year as well 



22  as one previously last year on October 27th, 2016.
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 1            We're working to finalize future hearings 



 2  for future rate increases that we receive, and all 



 3  of that information will be posted on our website 



 4  under the long-term care section.



 5            In particular there is a tab on there for 



 6  public hearings, and that's where the notices will 



 7  go advising which companies will be at the next 



 8  public hearing.



 9            Additionally the Maryland Insurance 



10  Administration adopted the 2014 NAIC, National 



11  Association of Insurance Commissioners, long-term 



12  care model regulation changes.  Those were adopted 



13  actually on February 27th of 2017.



14            And these changes amend current 



15  regulation to encourage more conservative pricing on 



16  behalf of the long-term care carriers requiring 



17  annual actuarial statement to be filed with the 



18  Commissioner, enhanced consumer contingent 



19  forfeiture benefits and improved consumer 



20  disclosures.



21            In particular our current regulation for 



22  ways to mitigate rate increase only states two 
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 1  things, and these can be found under            



 2  COMAR 31.14.01.36, Section B.



 3            It states that every long-term care 



 4  insurance policy or certificate shall include a 



 5  provision that allows the policyholder or 



 6  certificateholder to reduce coverage and lower the 



 7  policy or certificate premium in at least one of the 



 8  following ways:  Either through reducing the maximum 



 9  benefit or reducing the daily, weekly or monthly 



10  benefit amount.



11            As a result of adopting these 



12  regulations, effective March 1st, 2018 for any 



13  policy issued on or after that date in Maryland, the 



14  reduction coverage -- should the reduction in 



15  coverage involve the reduction or elimination of an 



16  inflation protection option, the insurer shall allow 



17  the policyholder to continue the benefit in effect 



18  at the time of that reduction.



19            So, this is an additional consumer 



20  protection that was added on as a result of the 2014 



21  amendments.



22            Okay.  So, as an example regarding this 
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 1  inflation reduction provision, should the consumer 



 2  have compound inflation and reduce to simple 



 3  inflation as a result of the rate increase, the new 



 4  simple inflation provision would begin to accrue on 



 5  the amount of benefit that has already been accrued 



 6  up to that date.



 7            So, as an example, if the policyholder 



 8  started with $100 of daily benefit and a 5 percent 



 9  inflation protection provision and had accrued 



10  benefits to, say, $185 over the life of the policy, 



11  at the time of a rate increase if the policyholder 



12  decides that they are unable to pay the rate 



13  increase and reduce from compound to simple, the 



14  simple inflation would then have to begin to accrue 



15  on the $185.  They cannot go back to the initial 



16  benefit amount at issue of the policy.



17            MS. GRASON:  Thanks, Adam.  Another 



18  initiative we've completed already as a result of 



19  the work group is to develop a consumer frequently 



20  asked questions document.  It's very robust.  It's 



21  something we had our consumer unit review to make 



22  sure it was reader friendly.  And we hope that's 
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 1  been helpful to folks that are looking for a 



 2  one-stop shop.  And we're going to try to keep that 



 3  current.



 4            Also this year we're going to be looking 



 5  at the NAIC's 2016 update.  So, we just adopted the 



 6  2014 update.  Again, the NAIC has been so engaged in 



 7  this, we now also have 2016 updates.



 8            So, we're looking to be right out of the 



 9  gate on those.  And those updates have more to do 



10  with consumer disclosures.  So, they're not 



11  necessarily going to help the folks dealing with 



12  these high rate increases except to be more 



13  transparent about them.  So that is something else 



14  you can expect to see from us.



15            And I think that concludes the work that 



16  we've already done which brings us to, I guess, the 



17  key purpose of today's event which is to introduce 



18  some of the new public policies we are considering 



19  at the MIA and to hopefully get your feedback.



20            And Bob mentioned I think when we rolled 



21  out the introduction today that we are going to 



22  accept written comments for 30 days.  So, we are 
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 1  going to be introducing this today.  Please think 



 2  about your thoughts on these policy changes.  We'd 



 3  love to hear from you.  As the Commissioner is fond 



 4  of saying, we don't like to make decisions in a 



 5  vacuum.  And that's why your feedback and hearings 



 6  like this are so invaluable to us.



 7            So, with regard to the new public 



 8  policies that are under review, Adam and I are going 



 9  to tag team this as well.  And he's going to start 



10  by talking about some of the new initiatives we're 



11  looking at with the open refilings that are 



12  currently under review.



13            MR. ZIMMERMAN:  So, for those that have 



14  attended the previous hearings in the past both in 



15  January and October, the Commissioner is very key on 



16  improving and expanding upon consumer protections 



17  that are not available to Maryland consumers as a 



18  result of the 15 percent rate cap that we have.



19            So, one thing that is being discussed 



20  with some of the open filings is what's known as 



21  Cathy indicated earlier, this inflation landing spot 



22  option, which would -- the inflation landing spot 
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 1  option.  Some carriers are offering options in other 



 2  states that they cannot offer in Maryland simply due 



 3  to the 15 percent rate cap.



 4            Inflation landing spot option is an 



 5  option in which the policyholder can totally offset 



 6  the proposed rate increase by taking a 5 percent 



 7  inflation protection and lowering to some smaller 



 8  actuarial equivalent inflation landing spot.



 9            However this would require the full rate 



10  increase asked to be approved at once which would 



11  result in multi year phased-in increases not to 



12  exceed 15 percent annually per the current COMAR 



13  regulations.



14            While the proposed solution would only 



15  allow those with a 5 percent inflation option to 



16  offset the rate increase totally, it would be 



17  beneficial to the entire block of business as it 



18  would allow all policyholders to better plan their 



19  future.



20            Under current regulation simply by having 



21  a 15 percent annual cap, the company is unable to 



22  disclose additional rate increases expected.
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 1            From -- the biggest complaints we have 



 2  received from consumers were I have received a 



 3  letter in the mail that says that 15 percent has 



 4  been approved and additional ones are expected.  



 5  When I call the company to ask how many additional 



 6  rate increase are needed, nobody can provide me an 



 7  answer.



 8            By allowing and approving a multi year 



 9  phased-in rate increase, the company will disclose 



10  the phased-in plan to the policyholder rather than 



11  simply stating that the 15 percent increase has been 



12  approved and that additional rate increases are 



13  expected.



14            This will make it easier for long-term 



15  care consumers and policyholders to determine the 



16  best course of action for the future of their 



17  long-term care policy.



18            So, as an example let's say a carrier 



19  requests a 60 percent rate increase actuarially 



20  justified through the memorandum that's filed with 



21  the Insurance Administration.  By allowing this 



22  multi year phased-in landing spot option, this would 
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 1  allow consumers to not have a rate increase over the 



 2  four years that would be required for this phase-in 



 3  to occur at 15 percent simply by taking a 5 percent 



 4  option on inflation and lowering it to something 



 5  smaller, let's say, I don't know, as an example,    



 6  3 percent or 2.5 percent or something that was 



 7  deemed actuarially equivalent.



 8            And, so, therefore the consumer will be 



 9  able to keep their current policy premium the same 



10  over the entire course of the phased-in period 



11  without giving up benefits but simply lowering their 



12  inflation protection and still allowing benefits to 



13  accrue going forward just at a smaller inflation 



14  rate.



15            MS. GRASON:  And then for folks that 



16  would accept the rate increase, it would be        



17  15 percent on a phased-in basis.  So, years one 



18  through four 15, 15, 15, 15.



19            The benefit being foresight.  You know, 



20  as Adam said, the consumers are having a hard time 



21  planning ahead because we don't know what the end 



22  game is.  A lot of these carriers are justifying 
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 1  increases far in excess of 15, but because of the 



 2  Maryland cap they are only getting 15 per year, 



 3  which creates uncertainty for folks who are trying 



 4  to budget.



 5            How are you supposed to decide whether a 



 6  landing spot is a good option for you if you don't 



 7  know how long the rate increases are going to 



 8  continue.



 9            So, again, that's an initiative to expand 



10  consumer choice in the face of this rating crisis.



11            Another policy issue that we're looking 



12  at and we're looking for your feedback deals with 



13  the 15 percent cap.  So, as Adam mentioned, 



14  currently in our regulations a carrier cannot get 



15  more than 15 percent of a rate increase in a 



16  12-month period.  There is a carve out if the 



17  carrier demonstrates that the utilization of the 



18  product was far in excess of what was demonstrated.



19            And what we're finding, what our 



20  actuaries are finding is that it's not utilization 



21  that's driving the rate increases, rather it's 



22  claims.
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 1            It's more claims being utilized than 



 2  budgeted for.  Longer stays in nursing facilities 



 3  for example.  Better medicine.  People staying on 



 4  claim longer.



 5            So, we're considering creating a second 



 6  carve out to the 15 percent cap that would allow for 



 7  a rate increase in excess of 15 if the carrier can 



 8  justify that the claims experience was in great 



 9  excess of the -- that which was originally projected 



10  for.



11            So, we're not proposing to get rid of the 



12  15 percent cap.  That would still be the general 



13  rule.  But for those carriers that can demonstrate 



14  through their rates that their claims experience was 



15  way off, it would give Commissioner Redmer 



16  discretion to grant a higher increase in a given 



17  period.



18            This is going to enhance our regulatory 



19  option in negotiating consumer landing spots.  



20  That's really what I think our work group has found.



21            One of the best things we can do for 



22  consumers is to provide them with as many 
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 1  alternatives as possible and as much information as 



 2  possible.  So that if the rate increase that's 



 3  actuarially justified and needed for solvency, if 



 4  they can't afford that rate increase, they have 



 5  other things that they can elect.



 6            And, so, that's really where we're going 



 7  with this proposed change.  We're going to welcome 



 8  your feedback on that.  We're going to expose that 



 9  as a draft before we ever go to the Maryland 



10  register.  So, it's just a new idea that we've come 



11  to out of this work group initiative.



12            We already covered that if you want to 



13  just reiterate.



14            MR. ZIMMERMAN:  Yes.  So, the next 



15  potential policy change that we're looking for 



16  comments on regards the inflation reduction that we 



17  discussed with the new COMAR regulations.



18            As I indicated, they only are going to 



19  apply to policies issued on or after March 1st of 



20  2018.  However, we're considering amending this 



21  regulation again to extend -- to extend the 



22  provision to state policies issued or renewed on or 
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 1  after a certain date.  This will extend the consumer 



 2  protection to existing policyholders upon policy 



 3  renewal.



 4            MS. GRASON:  And again just creating more 



 5  options for those consumers that are out there 



 6  dealing with these rate increases on an annual 



 7  basis.



 8            The next proposal we would like you to 



 9  consider, as I mentioned we think consumer options 



10  is one of the best things that we can do as the 



11  regulator, really use our rating authority to 



12  leverage options for you in that review process.



13            One document that we thought might be 



14  consumer friendly since we are coming up with some 



15  alternatives to accepting a rate increase would be 



16  requiring carriers with approved rate increases to 



17  put together a one page apples-to-apples comparison 



18  for the consumer of all the options so that you can 



19  see it all right there in paper.



20            Here is the cost of your rate increase.  



21  Here is the cost -- here are the options to mitigate 



22  the rate increase - for example, reducing your 
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 1  inflation protection.  Here is another benefit 



 2  reduction that you can have in lieu of accepting the 



 3  rate increase.



 4            Just get that all to the consumer in a 



 5  concise, consumer friendly way to make this decision 



 6  easier for the consumer.



 7            MR. ZIMMERMAN:  And as Nancy Egan pointed 



 8  out before she left, education is a big thing 



 9  regarding long-term care.  So, we're looking into 



10  some sort of formal outreach in education process to 



11  encourage consumers to consult with a long-term care 



12  insurance producer or agent to discuss all possible 



13  options available to them in the face of a rate 



14  increase.



15            So, we're just looking to the 



16  policyholders for any sort of comments you may have 



17  regarding that initiative.



18            MS. GRASON:  If the folks don't have a 



19  producer, what good is an apples-to-apples 



20  comparison.  Or if you don't understand what the 



21  company is trying to tell you, what good is the 



22  transparency that we are helping create.
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 1            We think that insurance professionals 



 2  could offer a benefit.  So, we're interested in your 



 3  thoughts on how we can better connect folks with the 



 4  agents out there that know this stuff really well.



 5            And then another thing we're going to 



 6  start looking at is how a company's financial -- and 



 7  I mentioned this before, the company's financial 



 8  data as a whole across all lines of business plays 



 9  out against the long-term care block.



10            So, you look at a company like Penn 



11  Treaty which is almost exclusively long-term care, 



12  if not exclusively long-term care, and so this is a 



13  company that went insolvent as a result.



14            But what the consumers have told us and 



15  we have heard you, is that, look, a lot of these 



16  companies are taking home huge profits across lines 



17  of business.  So, why is it the consumer that has to 



18  bear the brunt of righting that wrong.  Why not some 



19  of these other profits that the company has.



20            And, so, we're going to study this and 



21  see how those things intersect.  We're going to 



22  start to look at that internally.  Because there is 
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 1  a big difference between a Penn Treaty, who is 



 2  literally going insolvent, and perhaps another 



 3  company that has more assets.  We're going to see 



 4  how that works and what kind of authority we have as 



 5  a regulator.



 6            I think we have one more before we take 



 7  your comments.



 8            MR. ZIMMERMAN:  And finally, which is 



 9  also part of Delegate Kramer's bill, House Bill 493 



10  the Insurance Administration is considering a 



11  requirement that written notice be sent by the 



12  carrier to impacted consumers each time the carrier 



13  files for a long-term care rate increase.



14            The reasoning behind this is because from 



15  all the public comments we received as well as in 



16  the previous hearings, the consumers aren't even 



17  aware that the rate increases have been filed.  They 



18  simply get something in the mail that indicates we 



19  have been approved for X amount percent and within 



20  45 days please respond with your decision.



21            So, we're considering a requirement that 



22  all carriers must provide written notice to their 
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 1  policyholders, the impacted policyholders each time 



 2  that a long-term care rate increase is filed.



 3            And additionally the notice would direct 



 4  the consumers to the MIA's website for information 



 5  on the corresponding public hearing date, time as 



 6  well as allow the impacted policyholders the right 



 7  to provide commentary about the proposed rate 



 8  increase.



 9            MR. MORROW:  And with that, we will take 



10  any stakeholders questions or comments about the 



11  policy changes we're considering.  We have two 



12  people who signed up today to ask questions, 



13  speaking.  First is Judy Miller.



14            MS. JUDITH MILLER:  No, it will be Mark 



15  Miller.



16            MR. MILLER:  Mark Miller.



17            MS. JUDITH MILLER:  There was no line 



18  next to him, so I put an arrow there.



19            MR. MORROW:  You're throwing him out 



20  then.



21            MR. MILLER:  I am here today in two 



22  roles.  One is I am a consumer along with my wife, 
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 1  we've had long-term care insurance for approximately 



 2  20 years.  We've been hit with three rate increases 



 3  over the last four years.



 4            My second reason for being here is that I 



 5  am a physician, and my specialty is geriatric 



 6  medicine.  So, I'm involved very intimately with the 



 7  issues facing the older individuals.



 8            In looking at what has been happening on 



 9  the long-term care insurance rate increases, it 



10  appears to me that the insurance companies are 



11  intentionally trying to drive older individuals to 



12  cancel or drop their insurance as they reach the 



13  point in life when they are most likely going to 



14  need their insurance.



15            For the most part the individuals who are 



16  most heavily affected by the rate increases are 



17  individuals within an older age group who -- many of 



18  whom are living on fixed incomes where the rate 



19  increase represents a substantial addition to their 



20  expenses without offsetting income increases.



21            I have done a little bit of investigation 



22  in terms of the financial health of some of the 
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 1  long-term care providers as we just mentioned a 



 2  moment ago.  My insurance for example is with John 



 3  Hancock which turns out to be a subsidiary of 



 4  Manulife.  They were bought out by Manulife a few 



 5  years back.  Manulife is a very large insurance 



 6  company based in Canada.



 7            Looking at their financial disclosures 



 8  over the past year, they are doing very, very well.  



 9  Even in long-term care insurance, best I can tell 



10  from their financial reports, they are not losing 



11  money now.



12            What they are concerned about is the 



13  future profits based on individuals not dropping 



14  their insurance as they age.  So, the issue there 



15  appears to be there so-called retention rate which 



16  they anticipated would decrease over time but which 



17  is not happening.  People are hanging onto their 



18  policies as best they can.



19            The other issue obviously that affects 



20  that is that people are not dying suddenly as they 



21  had in the past.  And, so, they are more likely to 



22  end up with going into periods of extended 
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 1  disability which then puts the policies into force 



 2  and then allows individuals to utilize what they 



 3  have been paying for over the years.



 4            I have two suggestions with regard to the 



 5  actions that the Maryland Insurance Commission might 



 6  take.  These involve studies which would be carried 



 7  out.  One of which would be to look at what has been 



 8  the impact of rate increases over the last several 



 9  years on retention of policies within the State of 



10  Maryland.



11            And I believe you can probably do that 



12  since you have access to the list of insureds 



13  through the various carriers in the state.



14            And secondly on a prospective basis, to 



15  try to identify perhaps through a questionnaire what 



16  would be the likelihood of retaining insurance or 



17  dropping insurance in the face of continuing future 



18  increases.



19            I have written a statement which I will 



20  be happy to leave with you.  And I appreciate the 



21  opportunity to have this ability to speak to you.  



22  Thank you.
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 1            MS. GRASON:  Thank you so much, 



 2  Dr. Miller. 



 3            And we are going to post all comments 



 4  on-line by the way.  And we did receive yours.  So 



 5  folks that want to read statements after the fact, 



 6  and keeping the record open for 30 days, we will 



 7  also be adding any new comments received.



 8            MR. MORROW:  Next we have -- is it 



 9  Charles Westmeyer, I want to say?  



10            MR. WHEATLEY:  Wheatley.  I was bad at 



11  handwriting.



12            MR. MORROW:  I'm butchering the names 



13  today.  So --



14            MR. WHEATLEY:  That's the only course I 



15  flunked.  Okay.



16            MR. MORROW:  Me too.



17            MR. WHEATLEY:  Thank you very much for 



18  the hearing.  I've been actually thinking about this 



19  subject for a number of years and did not know this 



20  was in progress because of other commitments that I 



21  have.  But I got a call yesterday and decided I'd 



22  drive down from Westminster, 120 miles, because I 
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 1  think this is vital.



 2            I first will tell you three things.  Who 



 3  am I, why I'm here, and what are my suggestions.  



 4  Try to do this very briefly for you.  Very 



 5  informative, I made a lot of notes and questions.  



 6  I'm not going to try to bore with you all those, but 



 7  try to hit the high spots.



 8            I probably have some seniority here.  I'm 



 9  only 48, but I'm dyslexic.  So, pardon me.  I 



10  predate most of the people in the legislature.  I 



11  was a member in the '60s and just came down today to 



12  see the Speaker.  We're going to have a 50th 



13  anniversary of the Constitutional Convention of 



14  which I was always a delegate and hope to run as an 



15  experienced delegate in the next one in 50 years.



16            So, that's my second.  And third I served 



17  as a member of the Baltimore City Council, and in 



18  all of those capacities had an insight into the 



19  needs of aging.



20            At the present time I'm a member of the 



21  advisory board at McDaniel College in their 



22  gerontology program.  I served as chairman of the 
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 1  Commission on Aging in Carroll County.



 2            And in 1994 my wife and I started an 



 3  institute on -- that I like to make up names for 



 4  it -- called LIFE which stands for The Learning 



 5  Institute For Excellence.



 6            And we at the present are working and 



 7  trying to remove the loss of memory for seniors with 



 8  dementia by a system we used for seven hundred 



 9  students that can actually grow new connections in 



10  the brain for people who are having difficulty 



11  learning.  And we hope that we will be able to do 



12  the same for seniors if that same rule applies.



13            With that background I think you have 



14  enough background about me except to tell you I'm 



15  also -- I have had a license in all the major 



16  insurance categories, as a broker and agent, since 



17  1960.  And I took those along with my real estate 



18  broker's license and bar exam all within 10 days.  



19  So, I keep myself busy.



20            But I thought I was finished but I was 



21  wrong, and then had to get a securities license.



22            But today, I'm here because I think the 
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 1  long-term care issue has a -- as a political science 



 2  teacher, and I still teach, that it is maybe one of 



 3  the major problems affecting the so-called aging 



 4  tsunami.



 5            I don't look at aging as the tsunami, I 



 6  look at it as the perfect wave for surfing.  And, 



 7  so, I try to convince my friends that a lot of the 



 8  problems that we think might be there financially 



 9  may actually be the solutions if we know how to do 



10  it.



11            One of the things I think that is 



12  essential, since I worked with a number of assisted 



13  living homes, is that -- and also thanks to the 



14  gentleman here, I have an existential reason.  My 



15  wife and I also have long-term care policies.



16            And I think that when I saw what's 



17  happening for five years, there were no increases in 



18  premiums.  I'm now on my third company, I think.



19            But there were no increases in premiums, 



20  and then all of a sudden they started coming.



21            By the way, just so I'm clear on this, 



22  most of the seniors I work with would not be able to 
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 1  absorb 15 percent annual premium increases.  So, the 



 2  gentleman is correct that just spoke that it leads 



 3  them to decide whether they want to reduce or 



 4  eliminate the premiums.



 5            And for the same reason that he states, I 



 6  think it's -- in law we have a thing that some 



 7  unscrupulous lawyers use who don't want to handle a 



 8  given client which is called fee'ing them out.



 9            It means we never tell you we won't take 



10  your case, we just make the fees so large that 



11  nobody will pay it.



12            And, so, I have a great empathy for that 



13  situation, but I also realize as a former legislator 



14  that you can't legislate certain things.



15            And I had a constituent who asked me to 



16  pass a law that would eliminate cancer.  They wanted 



17  me to pass a law in the state that would say cancer 



18  will be eliminated at a given time.



19            Obviously legislation is not the remedy 



20  to everything.  And I think that companies under the 



21  U.S. law do not obviously want to be commanded to go 



22  broke and go out of business or not be able to make 
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 1  profit.



 2            So, therefore, I'm looking for the last 



 3  three years at my third step, that is, how can we do 



 4  more than diagnose the illness.  You know, it's 



 5  really nice to get a good diagnosis, but I don't 



 6  think anybody's too happy when you get a biopsy 



 7  report that you have cancer.



 8            When somebody tells you your premiums are 



 9  going up and you're fully informed, it's wonderful, 



10  but it doesn't hurt to know how we are going to deal 



11  with it.



12            So, I have a suggestion that I don't know 



13  will ever be adoptable, but I would think that one 



14  of the things that we might consider is changing our 



15  analysis, that probably most carriers have adopted, 



16  that long-term care is closer to the health analogy 



17  than it is to the life analogy as it relates to 



18  premium determination.



19            I would contend without the knowledge 



20  that many people here have that that may be a false 



21  concept.  While there are aspects of long-term care 



22  that have health implications, they are usually 
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 1  dealing more with residential questions than health 



 2  questions.



 3            So, therefore, if we are in fact going to 



 4  have rate increases, it tells me that we didn't have 



 5  enough data for reasons that are understandable to 



 6  actuarially determine the cost as a viable insurance 



 7  carrier.  And, therefore, those mistakes have to be 



 8  corrected.



 9            My suggestion would be that those 



10  mistakes of calculation be corrected by looking at 



11  the rate increase that's necessary on a continually 



12  evolving basis, and do as we would do with life 



13  insurance.  And that's set the rate based on the new 



14  class of people buying the policies.



15            Then you have true full disclosure in 



16  advance before the commitment is made.  And then as 



17  that rate may change for reasons I'm not sure why 



18  yet, as that rate requirement might change, each new 



19  group buying their policies has a valid, accurate 



20  estimate of what it will cost them for the rest of 



21  their life.



22            Now --
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 1            THE REPORTER:  Mr. Wheatley, you're going 



 2  to have to face this way so I can hear you.  



 3            MR. WHEATLEY:  Oh, I'm sorry.  I didn't 



 4  know where this was going.  I'm about finished, so 



 5  thanks for the tip.  I'm sorry about that.



 6            And, so, as we go into that mode, I would 



 7  hope that we would able to determine that long-term 



 8  care can have a premium set, and the rates may be 



 9  changed but only for those entering, so you have an 



10  evolving program that allows a company to make the 



11  necessary adjustment.



12            But, furthermore, most of the policies 



13  that I've seen, probably all of them, all have caps.  



14  They have a cap on how many days.  How much per day 



15  and the lifetime maximum.  What we have really done 



16  is cap our risk.



17            If we are accurate in our calculation, we 



18  are not doing a maximum exposure to how much we can 



19  lose if we guess wrong on that policy and then 



20  correct it on the next policy issue. 



21            I don't know if that's a solution, but I 



22  think it's at least worth looking at.  Because if we 
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 1  do that, I think we will then find that long-term 



 2  care like health care is very expensive.



 3            I started Northwest Hospital 50 years ago 



 4  with a friend, and I can tell you there ain't no 



 5  cheap health care if you want to be healthy.



 6            Forgot.  I hate to turn my back to so 



 7  many people, but I will accept that.



 8            So, therefore, if we are going to take 



 9  that route and do it on that basis, I think we can 



10  start at this point examining the concept of getting 



11  younger people to understand -- which I think is a 



12  tragedy because I also teach mostly teenagers in 



13  political science.  And when you tell them the truth 



14  and tell them the facts, don't assume they don't 



15  listen.  Because all you have to do is give them a 



16  little pazazz with it.



17            And when you tell them that, they listen.  



18  I explained to them why health care may cost young 



19  people a lot more money than they would ever spend 



20  as a young person.  But the trouble is if you want 



21  it when you're out where I am, you got to begin 



22  where they are.





�                                                               58



 1            The same thing, rule applies to long-term 



 2  care.  We have done a very poor job in all of our 



 3  industry and our education in educating young people 



 4  about the reality that there ain't no such thing, as 



 5  they say, as a free lunch.  We have adopted methods 



 6  of the Roman emperors more free grain and circuses.



 7            All you have to do is listen to a 



 8  campaign and listen to how many things are told to 



 9  you as a promise of more freebies.  Without any 



10  money being paid, there is no government that pays 



11  for it, somebody pays for it.



12            I've talked too long.  I apologize.  But 



13  after the long drive, I think of a lot of things.  



14  But I want to congratulate you all for bringing this 



15  issue up, because if we don't solve this issue, the 



16  mortgage crisis may look like a piker compared to 



17  the long-term care when more and more older folks 



18  begin to realize that someone told them to buy when 



19  you're young because it will save you money.



20            It will save you money and you also, when 



21  you're old and need it, have no coverage or very 



22  little coverage.  This is a tragedy in the making.  
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 1  To all my political friends I tell them they better 



 2  count on an early termination of their term when 



 3  that reality begins to hit.  And it will hit.



 4            And, so, let's head it off at the pass as 



 5  they say in the westerns and see if we can stop this 



 6  by taking a new concept look at long-term care.  And 



 7  if we do, I believe that citizens as policyholders 



 8  will benefit.  I also believe that the state will 



 9  benefit because another amendment I would make is 



10  amending in the old people who have policies into 



11  the partner program so they don't have to go broke 



12  under Medicare.



13            I don't know if you're considering that, 



14  but I think it's essential.  And then I think the 



15  companies will benefit because the reputable 



16  companies that I know want to tell you that they 



17  don't like loss leaders who come in at low rates and 



18  then begin moving and escalating their rates with 



19  unconscionable actions.  And they are not able to 



20  compete on a fair basis because they are not able to 



21  give the real rates and still make any sales.  Thank 



22  you very much.





�                                                               60



 1            MS. GRASON:  Thank you.



 2            MR. MORROW:  Thank you.



 3            MR. WAHL:  My name is Richard Wahl.  



 4  While I didn't sign up today --



 5            THE REPORTER:  You're going to have to 



 6  move up.



 7            MR. MORROW:  Mr. Wahl, are you with an 



 8  organization or yourself?



 9            MR. WAHL:  I'm a consumer, with myself.



10            MR. MORROW:  Okay.  Thank you.



11            MR. WAHL:  But I didn't sign up today.  I 



12  did submit my comments in writing, and I know 



13  Mr. Zimmerman can confirm that he has received 



14  those.  I also testified in your January hearing 



15  both in writing and orally.



16            I want to thank you and thank the MIA for 



17  holding these hearings.  They are very helpful to 



18  us.  And based upon your testimony today, some of 



19  the comments that we've made in the past are coming 



20  to fruition.  And that is a definite advantage.



21            In our case we have had a policy for 



22  about a dozen years.  We began with about between my 
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 1  wife and I a $2,000 premium.  It's currently up to 



 2  about $4,000.  In five more years at a 50 percent 



 3  rate which is the doubling as you know, that's 



 4  8,000.  In 10 years, it's 16.  In 15, it's 32.  



 5  Those numbers are not sustainable.



 6            As such I studied hard this year to find 



 7  out what my alternatives might be.  I was not 



 8  satisfied with the feedback received from my 



 9  insurance company.  I've expressed that to you in 



10  writing on previous occasions.



11            And the wonderful news today is Nancy 



12  addressed that subject head-on by suggesting that 



13  the companies submit to the State of Maryland MIA a 



14  matrix outlining the benefit reductions and the cost 



15  savings.



16            We don't have that before us now.  When I 



17  signed up for my policy, my agent allowed me to see 



18  the full matrix, and I was able to get exactly what 



19  I wanted in terms of levels, in terms of options.



20            I do not have that same flexibility 



21  because your suggestion today is yet to be 



22  implemented.  We need that information, and we need 
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 1  that desperately.  Thank you for pursuing that.



 2            The second matter that I want to address 



 3  is what I wrote to Mr. Zimmerman earlier, and that 



 4  is this subject of inflation.



 5            I listened as intently as I could.  And 



 6  as my insurance agent said, it's not our fault, it's 



 7  the State of Maryland.  When I asked that question 



 8  before, the response was, it's complex.  Well, you 



 9  proved that today.  It's extraordinarily complex.



10            I do not understand your statement that 



11  something in our regulation or in our legislation 



12  precludes us from looking at compound inflation at 



13  rates less than 5 percent.



14            I want to see as a flexible proposal for 



15  my insurance company rates at 4, 3 and 2 percent.  



16  The only option given is compound or simple.  I do 



17  not think that is sufficient for myself to make an 



18  informed decision.  As such, I would appeal to you 



19  to consider that.



20            And I do not understand your previous 



21  statement as to why something in our system 



22  precludes the State of Maryland from offering that 
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 1  as an option.  I hope you can respond to that today.



 2            I thank the Commissioner for the 



 3  wonderful work that the actuarial group is doing, 



 4  for the wonderful work the staff is doing, for 



 5  testimony that you're doing before the legislature.  



 6  We need the support.  These rates are slamming us.  



 7  These premium are slamming us hard, and I have to 



 8  make a decision on the next go-around if the 15 



 9  percent continues to reduce my cost by reducing my 



10  benefits.  Thank you for hearing me.



11            MR. MORROW:  Thank you.



12            MR. FOX:  I have a couple questions but I 



13  didn't sign up.  Can I --



14            MR. MORROW:  Yeah, we've got you.



15            MR. FOX:  Great.  Thank you.  My name is 



16  Steve Fox.  I'm a long-term care policyholder.  Are 



17  your proposed initiatives out on the web site?



18            MS. GRASON:  Not at this time.  We can 



19  put something out.  And also the transcript from 



20  today will be made available on our website as well.  



21  But, yes, we will put something out because -- 



22            MR. FOX:  That would be great.  That 





�                                                               64



 1  would be easier to comment if there is something in 



 2  writing.



 3            Secondly I submitted a bunch of questions 



 4  from the January hearing, and was just curious, one 



 5  of them was for you guys and bunch of them for my 



 6  long-term care insurance carrier, will you guys 



 7  respond to that?  And did my questions for 



 8  Physicians Mutual get forwarded to them or what 



 9  happens?  



10            MS. GRASON:  We can check our logs.



11            MR. ZIMMERMAN:  Yeah, we will check our 



12  logs and we'll follow-up -- 



13            MR. FOX:  Okay.



14            MR. ZIMMERMAN:  -- with you.



15            MR. FOX:  Okay.  Great.  Great.  And then 



16  finally again let me just say that I think House 



17  Bill 493 is really heading in the right direction.  



18  I think the only real solution to this is to limit 



19  the size of the increase over chunks of time, you 



20  know, like ten years.



21            It's ridiculous, the insurance companies 



22  I believe are being very conservative in their 
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 1  actuarial models now that they have sustained -- 



 2  sustained losses.  And, so, they're projecting, you 



 3  know, they are projecting these huge rate increases 



 4  based on a 40-year projection.  And nobody can 



 5  project out what claim costs are going to be over 40 



 6  years.



 7            I mean, who knows what's going to happen 



 8  with medical advances and technology advances.  It's 



 9  just crazy.  And I think the right approach is to 



10  just have something where you limit the increases 



11  over periods of time.  I think that will -- that 



12  will really help.



13            Do you know, are there any other states 



14  that do this?



15            MS. GRASON:  That do --



16            MR. FOX:  That do this sort of 



17  limitation, do you know?  Or is Maryland plotting 



18  new ground here?  



19            MS. GRASON:  The limitations proposed in 



20  493?



21            MR. FOX:  Yes.



22            MS. GRASON:  So, he's got the proposal on 
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 1  a rate increases over a 10-year period could not be 



 2  increased more than 50 percent.



 3            MR. FOX:  Correct.  But do any other 



 4  states do something similar?  



 5            MS. GRASON:  Not to my knowledge.



 6            MR. FOX:  Okay.



 7            MS. GRASON:  I'm seeing from the industry 



 8  folks, no.  And then the other proposal in that bill 



 9  is a bill that would ban any increases for anyone 80 



10  years or older.



11            MR. FOX:  Right.



12            MS. GRASON:  And I understand that was 



13  tried in New Hampshire, and there is some pending 



14  litigation on that as to whether or not based on the 



15  contract that was something that the state could do.  



16  But another state has at least tried that.



17            But I think it speaks -- we're all just 



18  trying to come up with innovative solutions that 



19  work for everyone.



20            MR. FOX:  Well, I mean, it's a hard 



21  problem.



22            MS. GRASON:  It's horrible. 
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 1            MR. FOX:  All right.  Thank you.



 2            MS. GRASON:  Thank you so much.



 3            MR. MORROW:  One more.  



 4            MR. KAUL:  The name is Roger Kaul 



 5  K-A-U-L.  And I'm interested in finding out what are 



 6  the long-term care costs.  I find an enormous 



 7  spectrum from, you know, 4,000 a month to 10,000 



 8  plus a month where -- I mean, when we have -- when 



 9  we need that care, we still have some income.  So, 



10  what the long-term care insurance is is the delta.  



11  Right?



12            That's what you're really worried about, 



13  and I got to say I -- is there any way you could 



14  find out and post maybe by county -- because I find 



15  Montgomery County is a lot more expensive than -- I 



16  suspect that's why the 19 group is more active than 



17  Carroll County where I live.  Thank you.



18            MS. GRASON:  So, Mr. Kaul, you're looking 



19  for the actual cost of care for seniors regionally?



20            MR. KAUL:  Yeah.



21            MS. GRASON:  I just wanted to clarify.



22            MR. KAUL:  I mean like county -- you must 
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 1  license these facilities; right?  



 2            MS. GRASON:  not --



 3            MR. KAUL:  Not the insurance agency.



 4            MS. GRASON:  Not our agency, but we can 



 5  certainly look at some of our sister agencies and 



 6  see who might have that data.



 7            MR. KAUL:  That's the number --



 8            MS. WAGNER:  There is a publication 



 9  that's put out in Maryland -- is it okay if I speak?



10            MS. GRASON:  Sure.



11            MS. WAGNER:  Cindy Wagner, I am an 



12  insurance agent, and I deal primarily in long-term 



13  care insurance.  Many of my customers have --



14            THE REPORTER:  You're going to have to 



15  move forward.



16            MS. WAGNER:  Many of my customers 



17  actually have received anywhere from four to six 



18  rate increases over the last five to seven years.  



19  Genworth being one of the carriers who has had the 



20  back-to-back 15 percent, gone through all of the 



21  hoops to get approval.



22            I will tell you from my standpoint and 
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 1  from the client's that I represent, the 15 percent 



 2  has been a blessing.  Believe it or not.  When we 



 3  started out with these rate increase letters, I just 



 4  comically, as Mr. Wheatley said here, addressed them 



 5  as love letters.



 6            And the clients, you know, it kind of 



 7  broke the tone a little bit.  They're angry, but it 



 8  gave us time to reevaluate what's going on, what are 



 9  your coverages, what are the options.



10            One of the things that happens now is the 



11  clients call me and say, hey, I got another love 



12  letter.  So, you can see it's all in working with 



13  the clients and we're all in the same boat together.  



14  We all know that the need is there to have the 



15  long-term care coverage.



16            And one of the things that Mr. Kaul just 



17  asked, this is a guide to retirement living.  It's 



18  called the Source Book.  It's available on-line.  



19  And I will slowly give you the website.  I use this 



20  for every client review.  



21            Let me find it here.  It is 



22  www.retirementlivingsourcebook.com.  No spaces.  
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 1  Retirementlivingsourcebook.com.



 2            You can go on and find different 



 3  counties.  This one is only for -- I'm from the 



 4  Eastern Shore.  In this booklet -- put this down and 



 5  speak a little louder for you.



 6            In this booklet it's broken down by 



 7  little color bars at the top.   I know most of you 



 8  can't see this, but at the top there's different 



 9  color bars in here.



10            Each of those sections represents a 



11  different type of care.  It could be assisted 



12  living.  It could be adult day care.  It could be 



13  full blown retirement living.



14            I primarily deal with the nursing and 



15  rehabilitation section, and it's broken down by 



16  county.  If I go to Talbot County, which is the 



17  Easton, Maryland area, it actually breaks down 



18  several of the facilities, gives the number of beds 



19  available and gives the daily cost range.



20            And this is very accurate.  I have family 



21  members in both of these facilities, and I can tell 



22  you this is spot on.
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 1            I also keep up-to-date with some of the 



 2  people that are at these facilities in 



 3  administrative roles to see how often they update 



 4  them.  Source Book reaches out quarterly.



 5            MR. DORSEY:  Who publishes that?  



 6            MS. WAGNER:  I will let you take a peek 



 7  at it.  I'm not sure.  Source Book is the only one 



 8  I've ever heard of.



 9            You can find them in a lot of the 



10  facilities as well.  I have seen them in a lot of 



11  the senior centers.  So, that's a great thing to 



12  reach out to.



13            I know that the D.C. and metro area is a 



14  completely separate booklet, and there are ones for 



15  different parts of the state as well.  But utilize 



16  that.



17            Another thing you can go to, doesn't cost 



18  anything and you do not have to have coverage with 



19  that particular carrier, but Genworth has a site 



20  that you can go to which has not only calculators 



21  but it has a list of what the costs are for all 50 



22  states.  It's a one-pager.  You can download it.  
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 1  Again doesn't cost anything, but it is phenomenal to 



 2  use in these types of situations.



 3            I give kudos to you guys for the work 



 4  groups.  I've participated in every one that I 



 5  could.  Testified at a couple of them.  Thank you.  



 6  The 15 percent, like I said, is a blessing.



 7            I also have clients in other states, and 



 8  I can tell you that Delaware and Virginia just got 



 9  30 percent rate increase from some of those 



10  carriers.  And it is much harder to keep the 



11  coverages pertinent if the person needed to go on 



12  claim next week with a 15 percent rate increase than 



13  it is a 30 all at once.



14            So, sometimes it's literally just one 



15  year's growth of that compounding that you 



16  mentioned, if you just back that off for one year 



17  via the daily benefit or monthly whichever, 



18  sometimes that can reduce the premium enough that 



19  it's comfortable in budget.



20            Thank you for letting me speak.



21            MR. MILLER:  I would like to make an 



22  additional comment if I can since there is nobody 
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 1  else.  For those who may not be totally familiar 



 2  with how long-term care insurance works, I need to 



 3  remind everyone that what you're buying in long-term 



 4  care insurance is a specified pool of money which is 



 5  set at the time that you take out your policy but 



 6  which increases depending upon whether or not you 



 7  have an inflation factor built in.



 8            You're buying X number of days of 



 9  coverage at X dollars, that will bring -- that will 



10  provide X dollars a day of benefit.



11            So, it's not like other insurance where 



12  the facility that's providing the care bills and 



13  bills and bills to the point where there is no end 



14  in sight.  When you run out of the fixed amount of 



15  money that you have insured for, you're not covered 



16  any longer.



17            And I think that's a very important 



18  point.  And particularly with the insurance 



19  companies, they know exactly how much in advance 



20  they are committed to because they know what that 



21  amount of money is.



22            And also in order to access your 
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 1  insurance, you have to be declared medically 



 2  disabled.  So, it's not something that you can just 



 3  sign up for and say, I want insurance.  You have to 



 4  be certified as disabled and will be continued in a 



 5  disabled state.



 6            One of the factors that I haven't heard 



 7  discussed at all is to what extent the pool of money 



 8  that you are buying is actually fully utilized.  The 



 9  length of stay in most long-term care facilities has 



10  gone down steadily over the years.  So, that 



11  typically people buy three years worth of coverage.  



12  That's a very common component of the long-term care 



13  insurance.



14            The average stay now in long-term care 



15  facilities is well under that three year -- the 



16  three-year mark.  No matter what the facility 



17  charges at a day rate, you only get the amount that 



18  you have insured for.



19            So, if the facility is charging $500 a 



20  day and your insurance is paying $180 dollars a day, 



21  that's all you're getting is the $180 a day until 



22  you use it up.
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 1            So, I think that's an important factor 



 2  when you go back to trying to justify rate 



 3  increases.  The insurance companies know exactly 



 4  what their -- what their liability is well ahead of 



 5  time, and there is a limit to the liability.  It's 



 6  not an open-ended expense once you become insurance 



 7  eligible.  Thank you.



 8            MS. GRASON:  Thank you.  Mr. Wahl. 



 9            MR. WAHL:  Richard Wahl.  W-A-H-L.  Thank 



10  you for an opportunity for follow-up.  I have one 



11  important question, and that is the subject of 



12  coverage change request forms.  I think they are 



13  standardized throughout the industry.  I'm not 



14  convinced that the reduction in the premium is 



15  commensurate with the reduction in benefits.  And I 



16  am not able to validate that, but I know 



17  Mr. Zimmerman and the actuarial group could look at 



18  that and determine whether or not they are in sync 



19  and balanced and fair to the consumer.



20            Are the companies getting well by 



21  decreasing benefits but only partial offsetting it 



22  with premium rates?  I can't make that 
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 1  determination, but I believe our actuarial 



 2  department can.  And I would appreciate it if you 



 3  would do some validation of that.  Thank you. 



 4            MR. MORROW:  Okay.  I would like to thank 



 5  everybody for coming, giving us all of your input.  



 6  It's very important for us to hear from the 



 7  stakeholders and the members of the public.



 8            I would also like to thank everybody here 



 9  at the MIA whose hard work has gone into these 



10  hearings and all the work leading up to the 



11  hearings.  So, thank you all for coming and we are 



12  done.



13            (Whereupon at 2:19 p.m. the briefing 



14  concluded.)



15



16



17



18
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20



21
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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 the 



 5  above-captioned matter came on before me at the time 



 6  and place herein set out.  



 7            I further certify that the briefing 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  14th day of March, 2017.



16            



17                           _____________________



18                             Susan Farrell Smith



19                          Notary Public



20            



21  (My Commission expires February 8, 2020)
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2 received aswell asafull written transcript of

3 today's meeting on the MIA's long-term care web page
4 which can be found under the quick links menu on the
5 left-hand side of the MIA's home page at

6 insurance.maryland.gov.

7 We do have a Court Reporter here today to

8 document the briefing. When you are called up to

9 gpeak, state your name and affiliation clearly for

10 the record.

11 If you're dialing into the briefing

12 through our conference call line, we ask that you

13 please mute your phones once again.

14 Thank you for joining us today. And now

15 | would like to introduce Nancy Egan who is going to
16 provide afew comments about the pending legislation
17 relating to long-term care insurance.

18 MS. EGAN: Gosh, amicrophone, wow. Hi,
19 everyone, and welcome. |I'm glad to see some faces
20 that have come back from some of our prior hearings.
21 | know that some of you attended the hearing on

22 April the 28th, which was our first public hearing
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Page 10
1 when we talked about long-term care.

2 I'm Nancy Egan. | am the person downin

3 Annapolisfor the Insurance Administration. | go

4 down and monitor al theinsurance bills. And |

5 have to say that unfortunately for me, | haveto

6 skoot out because there are some hearings today that
7 wedidn't expect. They don't normally have hearings
8 on Monday, this has been avery busy year.

9 S0, on the agenda, I'm going to go out of

10 order, because | want to go in the order that the

11 billswere heard down in Annapolis. So, you can get
12 asense of where they are right now, and I'm also

13 going to announce -- okay, sorry. I'm aso going to
14 announce which Senator or Delegate sponsored the
15 hill in case you want to reach out to them

16 individualy.

17 So, thank you. Thefirst bill was Senate

18 Bill 176, long-term care insurance moratorium on
19 renewal of premium rate increases. So, thiswas

20 sponsored by Senator Manno who represents

21 District 19 of Montgomery County which is also the
22 areaknown for Leisure World.

Page 12
1 The next oneis ahill that's being put

2 in by Senator Klausmeier. Senator Klausmeier, she's
3 been putting in abill for like the last three or

4 four years about long-term care tax credits.

5 I don't know how many people out there

6 took advantage of the original tax credit that was

7 putininyear 2000. So, intheyear -- therearea

8 show of hands, and | guess most of you are aware

9 that in year 2000 there was a one-time tax credit up
10 to $500 that you could take if you were buying a
11 policy after -- let me get the date -- July 1, 2000.

12 So, you couldn't take the credit if you

13 had already purchased long-term care, but you could
14 takeit if you were a new purchaser of long-term

15 careinsurance.

16 What she would like do with this new

17 hill, Senate Bill 432, income tax credit for

18 long-term care premium, isto provide a continuous
19 tax credit.

20 However, the way the bill is drafted

21 currently, it would only apply to new policies. So,
22 it would not give the effect of -- for people that

Page 11

1 S0, thisbill did have ahearing in

2 Senate finance back on February 1st. So, it's still

3 ditting there waiting to be voted on by the

4 Senators.

5 What the bill wasgoingtodooris

6 attempting to do isto prohibit a carrier of

7 long-term care insurance from increasing arenewal
8 premium for policiesissued, delivered or renewed in
9 the State after June 1, 2017. And then it was going
10 to put a moratorium on any rate increases until

11 December 31st, 2019.

12 The bill does have some retroactive

13 effects which is being looked at by Senate finance
14 at the current time.

15 The only concern that we had is that

16 athough arate moratorium would create some

17 short-termrelief for al the consumersthat it

18 would affect, it could inadvertently lead to a big
19 spikein arequest for arate increase after the two
20 and a half year moratorium.

21 So, as| said, that is currently still

22 ditting in Senate finance waiting to be voted on.

Page 13
1 dready have policiesin effect at thistime. We

2 have pointed out that effect to Senator Klausmeier.

3 The Bill was heard on -- if you want to

4 hold on one second. | know it was just recently

5 heard. Sometimein February in budget and taxation.
6 And as | mentioned, it's still sitting

7 there. She'strying to gather some information to

8 show that it would be great to provide this credit

9 for people that are continuously holding onto their
10 poalicies, but she has not made any amendments yet on
11 thelanguage.

12 And she's trying to get some more

13 information from the Department of Budget and

14 Management and to find out the effect of people that
15 would end up going on Medicaid and what the effect
16 would be on the State if these people went on

17 Medicaid instead of keeping their long-term care

18 poalicy.

19 As| said, that's still sitting there.

20 Senator Klausmeier represents District 8in

21 Bdtimore County. And the date of the hearing was
22 February 15th in Senate budget and tax.
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Page 14
1 Once again that was not voted on yet. In

2 her prior years, that -- the prior years for

3 submission, they were voted on favorably in that

4 committee, and then it didn't move anything further.
5 Another bill which had afavorable

6 review, it just happened last week, Bob Morrow

7 mentioned that we put together along-term care work
8 group. Commissioner Redmer did.

9 And two of the members on that work group
10 were producers who are subject matter expertsin

11 long-term care insurance. And some of you remember
12 their namesif you called in to some of our other

13 hearings or called into the work group. That's

14 Saly Leimbach and Melissa Barnickel.

15 So, they served on the long-term care

16 insurance work group with the Commissioner. And as
17 aresult of that, they have put in legislation

18 that's Senate Bill 696, House Bill 953, which isthe
19 task force on long-term care education and planning.
20 So, the sponsor on the House -- | mean,

21 onthe Senate sideis Senator Feldman who is

22 District 15 in Montgomery County. And the House

1 immediately during the hearing which is agood sipaﬁf °
2 So, | think that will get through and you will see

3 someresultson that. And I think by the end of the

4 session it will be signed on favorably by the

5 Governor.

6 It's going to be staffed by the

7 Department of Aging. And one of the nice thingsis

8 that -- one of the things they examine when they

9 look at these billsiswhether or not it's going to

10 have afiscal impact.

11 In this case they determined there would

12 beno fiscal impact. So, that's dways a good sign.

13 So, that should be sailing through.

14 House Bill 493 was just heard this

15 Thursday, long-term care insurance premium rates.

16 Thiswas sponsored by Delegate Ben Kramer also from
17 District 19, Montgomery County.

18 Asyou can see thereisalot of the --

19 the delegates that are sponsoring this bill. This

20 wasjust heard Thursday March 2nd in House HGO, the
21 health and government operations committee.

22 And what that meansisfor health and --

Page 15
1 sponsor is Delegate Morales, District 19 in

2 Montgomery County. Also once again District 19 is
3 the home of Leisure World.

4 The Senate Bill was heard on March 1st

5 and received afavorable vote with amendments by the
6 Senate finance committee. The one amendment wasto
7 add amember to thistask force, and that was to add

8 someone that represented the long-term care

9 industry.

10 What it doesisit creates a

11 public/private task force to study the need for

12 education for Maryland residents about the cost and
13 need for long-term care planning.

14 It's not concentrated just on long-term

15 insurance, but its goal isto make sure that

16 Maryland residents are educated before the age of 50
17 to learn about the types of planning that they need
18 to do to be prepared as they get older and plan for

19 those needs.

20 They are supposed to make recommendations
21 tothe Governor's office and the General Assembly.
22 S0, as| mentioned, that was voted out favorably

Page 17
1 the HGO committee, they have some subcommittees that

2 operate, and thisis being sent to the subcommittee.
3 And they will be reviewing this on Tuesday.

4 This bill was pretty comprehensive, so,

5 I'mjust going to give you the highlight, and there

6 isalot of highlights. So, bear withmeas| go

7 through each section.

8 Delegate Kramer also added some

9 amendmentsto the bill when he provided the

10 testimony on Thursday. So, I'm going to provide you
11 the Bill as amended by Delegate Kramer.

12 Thefirst oneisgoing to require a

13 long-term care carrier to identify the mortality and
14 morbidity rate tables used to determine their

15 premium rates. And it's going to require usto post
16 that rate, those rate tables on our website.

17 The second provision was that within any
18 10-year period of coverage under along-term care
19 policy or contract, along-term care carrier is

20 prohibited from increasing the premium rate by more
21 than 50 percent of the initial premium rate.

22 His third provision was to prohibit a
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Page 18
1 carrier from imposing arate increase for a policy

2 or contract of long-term care that exceeds

3 15 percent within a 12-month period unless approved
4 by the Commissioner if the carrier demonstrates a
5 largeincrease if necessary because of rate of

6 utilization.

7 | think some of you are aware that that's

8 already incorporated in the statute -- | mean, in

9 theregulations that we operate under here at the
10 Insurance Commissioner's Office.

11 He also istrying to put in an amendment

12 to prohibit a carrier from imposing arate increase
13 for apolicy or contract of long-term care for an
14 insured who is at least 80 years of age and has

15 maintained the policy or contract for at least ten
16 years and has paid the premiumsin full.

17 We understand at the hearing that he is

18 going to only apply that to policies going forward.
19 So, it would not have the effect on policies already
20 in effect.

21 So, for those in the room that have

22 policiesin effect and over the age of 80, thisis

Page 20
1 sorry, but it's quite lengthy. House Bill 493 would

2 require along-term producer to advise an applicant
3 considering the purchase of long-term care about the
4 ahility -- availability of benefits of a policy that

5 qualifies under the qualified State long-term care

6 partnership agreement.

7 And the last section of his bill would

8 require acarrier to provide an insured who has

9 maintained along-term care policy or contract

10 through the carrier for at |least ten years and has

11 paid all the premiums for the contract in full, a

12 nonforfeiture benefit that is equivalent to at least
13 the cumulative value of al premiums paid by the
14 insured adjusted for inflation -- inflation based on
15 the Consumer Price Index for the

16 Washington-Baltimore metropolitan area.

17 All of these different sections are

18 currently under review, and we don't know how the
19 fina bill will end up. But these are the nine

20 sections of the bill as currently drafted.

21 My name and contact information is on the
22 sheet; 0, if you want some additional information,

Page 19
1 not going provide you any relief, and | apologi zeg.
2 House Bill 493 requires that al
3 long-term care rate increases request be approved by
4 the Commissioner prior to implementation. And it
5 set some guidelines and regulations in the statute
6 for usto follow when reviewing rate increases.
7 Thisis similar to what we already have
8 in statute for relating -- for reviewing health
9 insurance rates.
10 It would also require the Commissioner to
11 hold public hearings at least quarterly for any
12 long-term carerate filing request. Additionally it
13 would require a carrier to provide an annual notice
14 toitsinsured and to post a notice to the carrier's
15 website indicating that an insured may access
16 information about the proposed rate increase and
17 submit comments regarding the rate increase on the
18 MIA'swebsite. And requiresacarrier to send
19 written notice to each insured of the filing of any
20 proposed premium increase applicable to the insured
21 within 30 days prior to the rate hearing.
22 Thereistwo more sections, and I'm

Page 21
1 pleasereach out to me. And if you would liketo

2 reach out to these Delegates or Senators, I'm sure

3 they would welcome your comments as well.

4 And you had a question, Mr. Fox.

5 MR. FOX: Will everything except for the

6 amendment apply retroactively to existing policies?
7 MS. EGAN: Wéll, it does say al policies

8 renewed; so, it would apply to all paolicies, yes.

9 Yes, sir. And would state your name
10 please?
11 MR. WHEATLEY:: | want to ask you did the

12 department testify on the bills that had hearings?
13 Andif so, was there a position taken?

14 MS. EGAN: Yes. Let mego back and |

15 will tell you -- I'm blowing out these microphones.
16 Herewego. For the long-term care insurance, we
17 did aletter of comment on the long-term care

18 insurance, our concerns about the financial status
19 of the carriers when you implement a freeze on their
20 rates making sure, you know, that the rates are

21 adequate.

22 We've had a-- I'm sure they're going to
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Page 22

1 spesk alittle bit about it, we just had the

2 long-term carrier up in Pennsylvaniabe put in

3 liquidation, Penn Treaty, and we don't want that

4 happening herein Maryland. So, we are concerned
5 about rate adequacy.

6 For Senate Bill 432, we did not provide

7 any written comments. We've been working with

8 Senator Klausmeier trying to find some additional

9 information for her as she tries to move forward

10 with that bill.

11 Now, on the long-term care task force --

12 okay -- on the long-term care task force we provided
13 written comments about all the -- okay. I'm just

14 going to talk really loud.

15 We sent out a -- we did written comment

16 letting them know about all of the activities that

17 are aready ongoing about long-term care insurance.
18 Wejust didn't want them to have to duplicate alot
19 of efforts we've aready done because they also need
20 to focus on providing education and planning for
21 people under the age of 50. And they aretrying to
22 focus on that.

Page 24
1 Cullison. She'saso out of District 19, and she

2 has the subcommittee on insurance thisyear. So

3 that hearing that will be in the insurance

4 subcommittee will go through her committee.

5 If you have any comments, feel freeto

6 catch me or cal our office.

7 MR. MORROW: Very good, thank you. So,
8 now we will have an NAIC update from Cathy Grason.
9 MS. GRASON: Thank you, Bob. We'rejust
10 going to work on our projection today. Hopefully
11 folkscan hear us. Thisiswhat happens when we try
12 to get tech savvy, it'sredlly on and off at the

13 mike.

14 MR. MORROW: This one keeps wanting to
15 work.
16 MS. GRASON: Okay. | will hang out with

17 thisone. So, | wanted to provide everyone an

18 update on activity at the National Association of

19 Insurance Commissioners, aso known as the NAIC.
20 Many of you are familiar with the organization and
21 know that -- that Commissioner Redmer has been
22 appointed chair of the B committee which isthe

Page 23
1 The last one on Delegate Kramer's hill,

2 we provided -- we provided comment and also some
3 suggestions for amendments. We have been working
4 with Delegate Kramer to point out some issues with
5 thebill, and we're still in discussions with

6 Delegate Kramer currently. And we will be part of

7 thediscussion at the subcommittee on Tuesday.

8 Once again if anyone has any questions,

9 you can reach out to meindividualy. | will not be
10 ableto stay to the end and talk to you all

11 individually. | apologize, but | need to get back

12 downtheroad. But thank you all.

13 And if you do have any questions, call

14 me. You can do anything you need or e-mail me, |
15 would be -- | would be welcome to talk to you about
16 any of the pending legislation. Thank you.

17 MR. MORROW: Thank you, Nancy. On and
18 off. Before| proceed I've been asked to ask: Is

19 there anybody else here who is apublic official or
20 representing a public official ?

21 MS.KRZY SZTOFIK: My nameis Brigida
22 Krzysztofik. | am here from the office of Delegate

Page 25
1 committee that evaluates all the health policy

2 initiatives.

3 So, fortunately, | think for everyonein

4 thisroom that cares about long-term care, you do

5 have an advocate at the B committee level whois

6 committed to coming up with solutionsin this arena.
7 So, | wanted to give you just aquick

8 update on some of the long-term care initiatives

9 that we expect to seein 2017 at the national level.
10 And this has been a national issue for

11 many years. Thisisnot -- long-term care, the

12 rating crisisisnot aMaryland issue. So, we'rein
13 good company which we hope will lead to innovation
14 with our shared experiences and challenges,

15 hopefully will breed some new and innovative ideas.
16 Believe it or not, there are close to 12

17 different working groups or sub groups looking at
18 thisissuein various capacities. And there's been
19 sometalk of streamlining those groups into more
20 narrowly tailored efforts.

21 But there are three key committees that |

22 wanted to mention that we are following closdly.
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Page 26
1 Firstisthelong-term care innovation sub group.

2 And thisgroup islooking at options for consumers
3 inthe area of long-term care planning.

4 o, it's not limited to the long-term

5 careinsurance product. They are looking at

6 solutions, affordable solutions across the spectrum
7 of insurance and financial protection products for
8 going forward.

9 So, the current -- the current item on

10 their agenda is reviewing recommendations for

11 Congressin this arena; so, we're following that
12 closely.

13 The second | wanted to mention isthe

14 long-term care benefit adjustment sub group. So,
15 you will hear ustalk alittle bit about what we're
16 calling landing spots today, which is the term that
17 we useto discuss benefit adjustments for folks that
18 face rate increases.

19 So, if acompany says to you we've got an
20 approved rate increase of 15 percent for this year,
21 but in lieu of accepting this 15 percent increase,
22 you can elect to reduce the following benefits and

Page 28
1 matters. And we're very -- Commissioner Redmer is

2 very interested in the intersection of a company's

3 finances as awhole intersect with along-term care
4 block itself and how -- how that rate increase

5 intersects with -- with the books as awhole.

6 So, we are monitoring the E committee.

7 They are aso looking in that committee at the

8 guaranty fund issues. So, alot of you that have

9 been following our -- our discussions here at the

10 MIA know that when a company does go insolvent, the
11 consumer protection in placeisthe guaranty fund in
12 the State.

13 And the guaranty funds steps in and helps

14 to pay some of the claims with a statutory limit of
15 $300,000. Because of recent insolvencies like Penn
16 Treaty, this committee is focused on looking at

17 long-term impacts of the long-term care rating

18 crisison guaranty funds. And, so, we will continue
19 to watch that aswell.

20 And that concludes my NAIC update.

21 MR. MORROW: So, next we will be hearing
22 from Adam Zimmerman and Cathy Grason.

Page 27
1 not pay anything more.
2 So, thistask group -- task force isthe
3 subject of looking at just at those issues. What
4 arethe contract issues that arise out of those
5 scenarios. And the specia circumstances for
6 consumers that are given those options.
7 The health actuarial task force consists
8 of our actuaries, obviously, that are looking at the
9 best practicesfor rate increase review which is
10 obvioudly very important to all of usin the
11 departments around the country.
12 We want to make sure that we are
13 adequately reviewing the math that comesin from
14 these companies asto why these increases are
15 justified.
16 So that group continues to discuss best
17 practices, and -- and they are also looking at
18 specific formulas that need to be looked at going
19 forward.
20 And finally I wanted to mention that we
21 are monitoring the E committee which isthe
22 committee at the NAIC that deals with financia

Page 29
1 MR. ZIMMERMAN: So, as Bob pointed out --

2 I'm Adam Zimmerman, actuarial analyst with the

3 Maryland Insurance Administration. And as Bob

4 pointed out during the opening comments, Cathy

5 Grason and | co-chaired awork group focusing on

6 long-term care last year in November and December.
7 And from the feedback we received from

8 that work group, there are afew initiatives already

9 being implemented by the Maryland Insurance

10 Administration regarding long-term care.

11 In particular on January 3rd, 2017,

12 Bulletin 1701 was issued by the Maryland Insurance
13 Administration. And this bulletin was to notify

14 carriersthat are writing long-term care insurance
15 that their increases will be subject to public rate

16 review hearing prior to approval, and that al

17 actuarial memorandum will be published to the MIA
18 website for public inspection prior to the rate

19 hearing.

20 Since that bulletin was issued, there was

21 one hearing held on January 9th of this year as well
22 asone previously last year on October 27th, 2016.
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1 We're working to finalize future hearings 1 inflation reduction provision, should the consumer

2 for future rate increases that we receive, and all

3 of that information will be posted on our website

4 under the long-term care section.

5 In particular there isatab on there for

6 public hearings, and that's where the notices will

7 go advising which companies will be at the next

8 public hearing.

9 Additionally the Maryland Insurance

10 Administration adopted the 2014 NAIC, National
11 Association of Insurance Commissioners, long-term
12 care model regulation changes. Those were adopted
13 actualy on February 27th of 2017.

14 And these changes amend current

15 regulation to encourage more conservative pricing on
16 behalf of the long-term care carriers requiring

17 annual actuaria statement to be filed with the

18 Commissioner, enhanced consumer contingent

19 forfeiture benefits and improved consumer

20 disclosures.

21 In particular our current regulation for

22 waysto mitigate rate increase only states two

2 have compound inflation and reduce to simple

3 inflation as aresult of the rate increase, the new

4 simpleinflation provision would begin to accrue on
5 the amount of benefit that has already been accrued
6 up to that date.

7 So, as an example, if the policyholder

8 started with $100 of daily benefit and a5 percent

9 inflation protection provision and had accrued

10 benefitsto, say, $185 over the life of the policy,

11 at thetime of arate increase if the policyholder

12 decidesthat they are unable to pay the rate

13 increase and reduce from compound to simple, the
14 simple inflation would then have to begin to accrue
15 onthe $185. They cannot go back to theinitia

16 benefit amount at issue of the policy.

17 MS. GRASON: Thanks, Adam. Another

18 initiative we've completed already as aresult of

19 thework group isto develop a consumer fregquently
20 asked questions document. It'svery robust. It's

21 something we had our consumer unit review to make
22 sureit was reader friendly. And we hope that's

Page 31
1 things, and these can be found under

2 COMAR 31.14.01.36, Section B.

3 It states that every long-term care

4 insurance policy or certificate shall include a

5 provision that allows the policyholder or

6 certificateholder to reduce coverage and lower the

7 policy or certificate premium in at least one of the
8 following ways: Either through reducing the maximum
9 benefit or reducing the daily, weekly or monthly

10 benefit amount.

11 As aresult of adopting these

12 regulations, effective March 1st, 2018 for any

13 policy issued on or after that date in Maryland, the
14 reduction coverage -- should the reduction in

15 coverageinvolve the reduction or elimination of an
16 inflation protection option, the insurer shall allow
17 the policyholder to continue the benefit in effect
18 at the time of that reduction.

19 o, thisis an additional consumer

20 protection that was added on as aresult of the 2014
21 amendments.

22 Okay. So, asan exampleregarding this

Page 33
1 been helpful to folksthat are looking for a

2 one-stop shop. And we're going to try to keep that
3 current.

4 Also thisyear we're going to be looking

5 at the NAIC's 2016 update. So, we just adopted the
6 2014 update. Again, the NAIC has been so engaged in
7 this, we now also have 2016 updates.

8 So, we're looking to be right out of the

9 gate on those. And those updates have more to do
10 with consumer disclosures. So, they're not

11 necessarily going to help the folks dealing with

12 these high rate increases except to be more

13 transparent about them. So that is something else
14 you can expect to see from us.

15 And | think that concludes the work that

16 weve already done which brings usto, | guess, the
17 key purpose of today's event which is to introduce
18 some of the new public policies we are considering
19 at the MIA and to hopefully get your feedback.

20 And Bob mentioned | think when werolled
21 out the introduction today that we are going to

22 accept written comments for 30 days. So, we are
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1 going to be introducing thistoday. Please think

2 about your thoughts on these policy changes. We'd
3 loveto hear from you. Asthe Commissioner isfond
4 of saying, we don't like to make decisionsin a

5 vacuum. And that's why your feedback and hearings
6 likethisare so invaluableto us.

7 So, with regard to the new public

8 policiesthat are under review, Adam and | are going
9 totag team thisaswell. And he's going to start

10 by talking about some of the new initiatives we're
11 looking at with the open refilings that are

12 currently under review.

13 MR. ZIMMERMAN: So, for those that have
14 attended the previous hearings in the past both in

15 January and October, the Commissioner is very key on
16 improving and expanding upon consumer protections
17 that are not available to Maryland consumers as a
18 result of the 15 percent rate cap that we have.

19 So, one thing that is being discussed

20 with some of the open filingsiswhat's known as

21 Cathy indicated earlier, thisinflation landing spot
22 option, which would -- the inflation landing spot

Page 36
1 From -- the biggest complaints we have

2 received from consumers were | have received a

3 letter in the mail that saysthat 15 percent has

4 been approved and additional ones are expected.

5 When | call the company to ask how many additional
6 rateincrease are needed, nobody can provide me an
7 answer.

8 By allowing and approving a multi year

9 phased-in rate increase, the company will disclose
10 the phased-in plan to the policyholder rather than
11 simply stating that the 15 percent increase has been
12 approved and that additional rate increases are

13 expected.

14 Thiswill makeit easier for long-term

15 care consumers and policyholders to determine the
16 best course of action for the future of their

17 long-term care policy.

18 So, as an example let's say acarrier

19 requests a 60 percent rate increase actuarially

20 justified through the memorandum that's filed with
21 thelnsurance Administration. By alowing this

22 multi year phased-in landing spot option, this would

Page 35
1 option. Some carriers are offering optionsin other

2 statesthat they cannot offer in Maryland ssimply due
3 to the 15 percent rate cap.

4 Inflation landing spot option is an

5 option in which the policyholder can totally offset

6 the proposed rate increase by taking a 5 percent

7 inflation protection and lowering to some smaller

8 actuarial equivalent inflation landing spot.

9 However thiswould require the full rate

10 increase asked to be approved at once which would
11 result in multi year phased-in increases not to

12 exceed 15 percent annually per the current COMAR
13 regulations.

14 While the proposed solution would only

15 alow those with a5 percent inflation option to

16 offset the rate increase totally, it would be

17 beneficial to the entire block of business as it

18 would allow all policyholders to better plan their
19 future.

20 Under current regulation simply by having
21 al5 percent annual cap, the company isunableto
22 disclose additional rate increases expected.

Page 37
1 allow consumersto not have arate increase over the

2 four yearsthat would be required for this phase-in

3 to occur at 15 percent simply by taking a5 percent

4 option on inflation and lowering it to something

5 smaller, let's say, | don't know, as an example,

6 3 percent or 2.5 percent or something that was

7 deemed actuarialy equivalent.

8 And, so, therefore the consumer will be

9 ableto keep their current policy premium the same
10 over the entire course of the phased-in period

11 without giving up benefits but simply lowering their
12 inflation protection and still allowing benefits to

13 accrue going forward just at asmaller inflation

14 rate.

15 MS. GRASON: And then for folks that

16 would accept the rate increase, it would be

17 15 percent on a phased-in basis. So, years one

18 through four 15, 15, 15, 15.

19 The benefit being foresight. Y ou know,

20 as Adam said, the consumers are having a hard time
21 planning ahead because we don't know what the end
22 gameis. A lot of these carriers are justifying

DTl
1- 800-292-4789

Court Reporting Solutions - Washi ngton,
www. deposi ti on. conf washi ngt on-dc. ht m

DC




http://www.deposition.com



BRI EFI NG

- 03/06/ 2017

Pages 38..41

Page 38
1 increasesfar in excess of 15, but because of the

2 Maryland cap they are only getting 15 per year,

3 which creates uncertainty for folks who are trying
4 to budget.

5 How are you supposed to decide whether a
6 landing spot is agood option for you if you don't
7 know how long the rate increases are going to

8 continue.

9 So, again, that's an initiative to expand

10 consumer choicein the face of thisrating crisis.
11 Another policy issue that we're looking

12 at and we're looking for your feedback deals with
13 the 15 percent cap. So, as Adam mentioned,

14 currently in our regulations a carrier cannot get
15 morethan 15 percent of arateincreasein a

16 12-month period. Thereisacarve out if the

17 carrier demonstrates that the utilization of the

18 product was far in excess of what was demonstrated.
19 And what we're finding, what our

20 actuaries are finding isthat it's not utilization

21 that's driving the rate increases, rather it's

22 claims.

Page 40
1 dternatives as possible and as much information as

2 possible. Sothat if the rate increase that's

3 actuarialy justified and needed for solvency, if

4 they can't afford that rate increase, they have

5 other things that they can elect.

6 And, so, that's really where we're going

7 with this proposed change. We're going to welcome
8 your feedback on that. We're going to expose that
9 asadraft before we ever go to the Maryland

10 register. So, it'sjust a new ideathat we've come
11 to out of thiswork group initiative.

12 We already covered that if you want to

13 just reiterate.

14 MR. ZIMMERMAN: Yes. S0, the next
15 potential policy change that we're looking for

16 comments on regards the inflation reduction that we
17 discussed with the new COMAR regulations.

18 Asl indicated, they only are going to

19 apply to policiesissued on or after March 1st of
20 2018. However, we're considering amending this
21 regulation again to extend -- to extend the

22 provision to state policies issued or renewed on or

Page 39
1 It's more claims being utilized than

2 budgeted for. Longer staysin nursing facilities

3 for example. Better medicine. People staying on
4 claim longer.

5 So, we're considering creating a second

6 carveout to the 15 percent cap that would allow for
7 arateincreasein excess of 15if the carrier can

8 justify that the claims experience wasin great

9 excess of the -- that which was originally projected
10 for.

11 So, we're not proposing to get rid of the

12 15 percent cap. That would still be the general

13 rule. But for those carriers that can demonstrate
14 through their rates that their claims experience was
15 way off, it would give Commissioner Redmer

16 discretion to grant a higher increase in agiven

17 period.

18 Thisis going to enhance our regulatory

19 option in negotiating consumer landing spots.

20 That'srealy what | think our work group has found.
21 One of the best things we can do for

22 consumersisto provide them with as many

Page 41
1 after acertain date. Thiswill extend the consumer

2 protection to existing policyholders upon policy

3 renewal.

4 MS. GRASON: And again just creating more
5 options for those consumers that are out there

6 dealing with these rate increases on an annual

7 basis.

8 The next proposal we would like you to

9 consider, as | mentioned we think consumer options
10 isone of the best things that we can do as the

11 regulator, really use our rating authority to

12 leverage optionsfor you in that review process.

13 One document that we thought might be

14 consumer friendly since we are coming up with some
15 aternativesto accepting arate increase would be

16 requiring carriers with approved rate increases to

17 put together a one page apples-to-apples comparison
18 for the consumer of all the options so that you can
19 seeit al right therein paper.

20 Hereisthe cost of your rate increase.

21 Hereisthe cost -- here are the options to mitigate
22 therate increase - for example, reducing your
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1 inflation protection. Hereis another benefit

2 reduction that you can have in lieu of accepting the

3 rate increase.

4 Just get that al to the consumer in a

5 concise, consumer friendly way to make this decision
6 easier for the consumer.

7 MR. ZIMMERMAN: And as Nancy Egan pointed
8 out before she left, education isabig thing

9 regarding long-term care. So, we're looking into

10 some sort of formal outreach in education processto
11 encourage consumers to consult with along-term care
12 insurance producer or agent to discuss al possible

13 options available to them in the face of arate

14 increase.

15 So, we're just looking to the

16 policyholdersfor any sort of comments you may have
17 regarding that initiative.

18 MS. GRASON: If thefolksdon't have a

19 producer, what good is an apples-to-apples

20 comparison. Or if you don't understand what the

21 company istrying to tell you, what good isthe

22 transparency that we are helping create.

Page 44
1 abig difference between a Penn Treaty, who is

2 literaly going insolvent, and perhaps another

3 company that has more assets. We're going to see
4 how that works and what kind of authority we have as
5 aregulator.

6 | think we have one more before we take

7 your comments.

8 MR. ZIMMERMAN: And finally, whichis
9 aso part of Delegate Kramer's bill, House Bill 493
10 the Insurance Administration is considering a

11 requirement that written notice be sent by the

12 carrier to impacted consumers each time the carrier
13 filesfor along-term care rate increase.

14 The reasoning behind this is because from
15 dll the public comments we received aswell asin
16 the previous hearings, the consumers aren't even
17 awarethat the rate increases have been filed. They
18 simply get something in the mail that indicates we
19 have been approved for X amount percent and within
20 45 days please respond with your decision.

21 So, we're considering a requirement that

22 dll carriers must provide written notice to their

Page 43
1 We think that insurance professionals

2 could offer abenefit. So, were interested in your

3 thoughts on how we can better connect folks with the
4 agents out there that know this stuff really well.

5 And then another thing we're going to

6 start looking at is how a company's financial -- and

7 | mentioned this before, the company's financial

8 dataasawhole across al lines of business plays

9 out against the long-term care block.

10 So, you look at acompany like Penn

11 Treaty whichisamost exclusively long-term care,
12 if not exclusively long-term care, and so thisisa

13 company that went insolvent as a result.

14 But what the consumers have told us and

15 we have heard you, isthat, look, alot of these

16 companies are taking home huge profits across lines
17 of business. So, why isit the consumer that hasto
18 bear the brunt of righting that wrong. Why not some
19 of these other profits that the company has.

20 And, so, we're going to study thisand

21 see how those things intersect. We're going to
22 dtart tolook at that internally. Becausethereis

Page 45
1 policyholders, the impacted policyholders each time

2 that along-term care rate increase isfiled.

3 And additionally the notice would direct

4 the consumersto the MIA's website for information
5 on the corresponding public hearing date, time as

6 well asallow the impacted policyholders the right
7 to provide commentary about the proposed rate

8 increase.

9 MR. MORROW: And with that, we will take
10 any stakeholders questions or comments about the
11 policy changes we're considering. We have two
12 people who signed up today to ask questions,

13 gpeaking. FirstisJudy Miller.

14 MS. JUDITH MILLER: No, it will be Mark
15 Miller.

16 MR. MILLER: Mark Miller.

17 MS. JUDITH MILLER: Therewasno line

18 next to him, so | put an arrow there.

19 MR. MORROW: Y ou're throwing him out
20 then.
21 MR. MILLER: | am heretoday in two

22 roles. Oneis| am aconsumer along with my wife,
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1 we've had long-term care insurance for approximately

2 20years. We've been hit with three rate increases
3 over the last four years.

4 My second reason for being hereisthat |

5 am aphysician, and my specialty is geriatric

6 medicine. So, I'm involved very intimately with the
7 issuesfacing the older individuals.

8 In looking at what has been happening on

9 thelong-term care insurance rate increases, it

10 appearsto me that the insurance companies are
11 intentionally trying to drive older individualsto
12 cancel or drop their insurance as they reach the
13 point in life when they are most likely going to
14 need their insurance.

15 For the most part the individuals who are
16 most heavily affected by the rate increases are
17 individuals within an older age group who -- many of
18 whom are living on fixed incomes where the rate
19 increase represents a substantial addition to their
20 expenses without offsetting income increases.

21 | have done alittle bit of investigation

22 interms of the financia health of some of the

Page 48
1 disahility which then puts the policiesinto force

2 and then alows individuals to utilize what they

3 have been paying for over the years.

4 | have two suggestions with regard to the

5 actions that the Maryland Insurance Commission might
6 take. Theseinvolve studieswhich would be carried
7 out. One of which would be to look at what has been
8 the impact of rate increases over the last several

9 years on retention of policies within the State of

10 Maryland.

11 And | believe you can probably do that

12 since you have accessto the list of insureds

13 through the various carriersin the state.

14 And secondly on a prospective basis, to

15 try to identify perhaps through a questionnaire what
16 would be the likelihood of retaining insurance or
17 dropping insurance in the face of continuing future
18 increases.

19 | have written a statement which | will

20 be happy to leave with you. And | appreciate the
21 opportunity to have this ability to speak to you.

22 Thank you.

Page 47
1 long-term care providers as we just mentioned a

2 moment ago. My insurance for example is with John
3 Hancock which turns out to be a subsidiary of

4 Manulife. They were bought out by Manulife afew
5 yearsback. Manulifeisavery large insurance

6 company based in Canada.

7 Looking at their financia disclosures

8 over the past year, they are doing very, very well.

9 Eveninlong-term care insurance, best | can tell

10 from their financial reports, they are not losing

11 money now.

12 What they are concerned about is the

13 future profits based on individuals not dropping

14 their insurance asthey age. S0, the issue there

15 appearsto be there so-called retention rate which
16 they anticipated would decrease over time but which
17 isnot happening. People are hanging onto their

18 policies as best they can.

19 The other issue obviously that affects

20 that isthat people are not dying suddenly as they
21 hadinthepast. And, so, they are morelikely to
22 end up with going into periods of extended

Page 49

1 MS. GRASON: Thank you so much,

2 Dr. Miller.

3 And we are going to post all comments

4 on-line by theway. And we did receive yours. So
5 folksthat want to read statements after the fact,

6 and keeping the record open for 30 days, we will

7 aso be adding any new comments received.

8 MR. MORROW: Next we have -- isit

9 Charles Westmeyer, | want to say?

10 MR. WHEATLEY: Wheatley. | wasbad at
11 handwriting.

12 MR. MORROW: I'm butchering the names
13 today. So --

14 MR. WHEATLEY: That'sthe only course |
15 flunked. Okay.

16 MR. MORROW: Metoo.

17 MR. WHEATLEY: Thank you very much for
18 the hearing. I've been actually thinking about this
19 subject for anumber of years and did not know this
20 wasin progress because of other commitments that |
21 have. But | got acall yesterday and decided I'd

22 drive down from Westminster, 120 miles, because |
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1 think thisisvital.

2 | first will tell you three things. Who

3 am|, why I'm here, and what are my suggestions.

4 Try to do thisvery briefly for you. Very

5 informative, | made alot of notes and questions.

6 I'm not going to try to bore with you all those, but
7 try to hit the high spots.

8 | probably have some seniority here. I'm

9 only 48, but I'm dyslexic. So, pardon me. |

10 predate most of the people in the legislature. |

11 wasamember in the '60s and just came down today to
12 seethe Speaker. We're going to have a 50th

13 anniversary of the Constitutional Convention of
14 which | was always a delegate and hope to run as an
15 experienced delegate in the next onein 50 years.
16 So, that's my second. And third | served

17 asamember of the Baltimore City Council, and in
18 all of those capacities had an insight into the

19 needs of aging.

20 At the present time I'm a member of the

21 advisory board at McDaniel College in their

22 gerontology program. | served as chairman of the

Page 52
1 long-term care issue has a-- asa political science

2 teacher, and | till teach, that it is maybe one of

3 the mgjor problems affecting the so-called aging

4 tsunami.

5 | don't look at aging as the tsunami, |

6 look at it asthe perfect wave for surfing. And,

7 so, | try to convince my friends that alot of the

8 problems that we think might be there financially

9 may actualy be the solutions if we know how to do
10 it.

11 One of thethings | think that is

12 essential, since | worked with a number of assisted
13 living homes, is that -- and aso thanks to the

14 gentleman here, | have an existential reason. My
15 wifeand | also have long-term care policies.

16 And | think that when | saw what's

17 happening for five years, there were no increasesin
18 premiums. I'm now on my third company, | think.
19 But there were no increases in premiums,

20 and then all of a sudden they started coming.

21 By the way, just so I'm clear on this,

22 most of the seniors | work with would not be able to

Page 51
1 Commission on Aging in Carroll County.

2 Andin 1994 my wife and | started an

3 institute on -- that | like to make up names for

4 it -- called LIFE which stands for The Learning

5 Ingtitute For Excellence.

6 And we at the present are working and

7 trying to remove the loss of memory for seniors with
8 dementia by a system we used for seven hundred

9 students that can actually grow new connectionsin
10 the brain for people who are having difficulty

11 learning. And we hope that we will be able to do
12 the same for seniorsif that same rule applies.

13 With that background | think you have

14 enough background about me except to tell you I'm
15 aso -- | have had alicensein all the major

16 insurance categories, as a broker and agent, since
17 1960. And I took those along with my real estate
18 broker's license and bar exam all within 10 days.
19 So, | keep mysdlf busy.

20 But | thought | was finished but | was

21 wrong, and then had to get a securities license.

22 But today, I'm here because | think the

Page 53
1 absorb 15 percent annual premium increases. So, the

2 gentleman is correct that just spoke that it leads

3 them to decide whether they want to reduce or

4 eliminate the premiums.

5 And for the same reason that he states, |

6 think it's-- in law we have a thing that some

7 unscrupulous lawyers use who don't want to handle a
8 given client which is called feeing them out.

9 It means we never tell you we won't take

10 your case, we just make the fees so large that

11 nobody will pay it.

12 And, so, | have agreat empathy for that

13 dituation, but | also realize as aformer legislator

14 that you can't legislate certain things.

15 And | had a constituent who asked meto

16 passalaw that would eliminate cancer. They wanted
17 meto pass alaw in the state that would say cancer
18 will be eliminated at agiven time.

19 Obviously legislation is not the remedy

20 to everything. And | think that companies under the
21 U.S. law do not obviously want to be commanded to go
22 broke and go out of business or not be able to make
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1 profit. 1 THE REPORTER: Mr. Wheatley, you're going
2 So, therefore, I'm looking for the last 2 to haveto face thisway so | can hear you.

3 three years at my third step, that is, how can we do
4 more than diagnose theillness. Y ou know, it's

5 really niceto get agood diagnosis, but | don't

6 think anybody's too happy when you get a biopsy

7 report that you have cancer.

8 When somebody tells you your premiums are
9 going up and you're fully informed, it's wonderful,
10 but it doesn't hurt to know how we are going to deal
11 withit.

12 So, | have a suggestion that | don't know

13 will ever be adoptable, but | would think that one
14 of the things that we might consider is changing our
15 analysis, that probably most carriers have adopted,
16 that long-term care is closer to the health anaogy
17 thanitistothelife analogy asit relatesto

18 premium determination.

19 | would contend without the knowledge

20 that many people here have that that may be afalse
21 concept. While there are aspects of long-term care
22 that have health implications, they are usually

3 MR. WHEATLEY: Oh, I'm sorry. | didn't

4 know where thiswas going. 1I'm about finished, so

5 thanksfor thetip. I'm sorry about that.

6 And, so, aswe go into that mode, | would

7 hope that we would able to determine that long-term

8 care can have apremium set, and the rates may be

9 changed but only for those entering, so you have an

10 evolving program that allows a company to make the

11 necessary adjustment.

12 But, furthermore, most of the policies

13 that I've seen, probably all of them, all have caps.

14 They have acap on how many days. How much per day
15 and the lifetime maximum. What we have really done
16 iscap our risk.

17 If we are accurate in our calculation, we

18 are not doing a maximum exposure to how much we can
19 loseif we guess wrong on that policy and then

20 correct it on the next policy issue.

21 | don't know if that's a solution, but |

22 think it's at least worth looking at. Because if we

Page 55
1 dealing more with residential questions than health
2 questions.
3 So, therefore, if we arein fact going to

4 haverate increases, it tells me that we didn't have

5 enough data for reasons that are understandable to
6 actuarially determine the cost as a viable insurance
7 carrier. And, therefore, those mistakes have to be
8 corrected.

9 My suggestion would be that those

10 mistakes of calculation be corrected by looking at
11 therate increase that's necessary on a continually
12 evolving basis, and do as we would do with life
13 insurance. And that's set the rate based on the new
14 class of people buying the policies.

15 Then you have true full disclosurein

16 advance before the commitment ismade. And then as
17 that rate may change for reasons I'm not sure why
18 yet, asthat rate requirement might change, each new
19 group buying their policies has avalid, accurate

20 estimate of what it will cost them for the rest of

21 their life.

22 Now --

Page 57
1 dothat, | think we will then find that long-term

2 carelike health careisvery expensive.

3 | started Northwest Hospital 50 years ago

4 with afriend, and | can tell you there ain't no

5 cheap hedlth careif you want to be healthy.

6 Forgot. | hate to turn my back to so

7 many people, but | will accept that.

8 So, therefore, if we are going to take

9 that route and do it on that basis, | think we can

10 start at this point examining the concept of getting
11 younger people to understand -- which | think isa
12 tragedy because | aso teach mostly teenagersin
13 political science. And when you tell them the truth
14 and tell them the facts, don't assume they don't

15 listen. Because all you haveto doisgivethema
16 little pazazz withit.

17 And when you tell them that, they listen.

18 | explained to them why health care may cost young
19 people alot more money than they would ever spend
20 asayoung person. But thetroubleisif you want
21 it when you're out where | am, you got to begin

22 wherethey are.
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1 The same thing, rule appliesto long-term 1 MS. GRASON: Thank you.
2 care. We have done avery poor job in al of our 2 MR. MORROW: Thank you.
3 industry and our education in educating young people| 3 MR. WAHL: My nameis Richard Wah!.

4 about the reality that there ain't no such thing, as

5 they say, asafreelunch. We have adopted methods
6 of the Roman emperors more free grain and circuses.
7 All you havetodoislistento a

8 campaign and listen to how many things are told to
9 you as apromise of more freebies. Without any

10 money being paid, there is no government that pays
11 for it, somebody paysfor it.

12 I've talked too long. | apologize. But

13 after thelong drive, | think of alot of things.

14 But | want to congratulate you all for bringing this
15 issue up, because if we don't solve thisissue, the

16 mortgage crisis may look like a piker compared to
17 thelong-term care when more and more older folks
18 begin to realize that someone told them to buy when
19 you're young because it will save you money.

20 It will save you money and you also, when
21 you're old and need it, have no coverage or very

22 little coverage. Thisisatragedy in the making.

4 Whilel didn't sign up today --

5 THE REPORTER: You're going to have to
6 move up.

7 MR. MORROW: Mr. Wahl, are you with an
8 organization or yourself?

9 MR. WAHL: I'm a consumer, with myself.
10 MR. MORROW: Okay. Thank you.
11 MR. WAHL: But | didn't sign up today. |

12 did submit my commentsin writing, and | know

13 Mr. Zimmerman can confirm that he has received

14 those. | also testified in your January hearing

15 both in writing and orally.

16 | want to thank you and thank the MIA for

17 holding these hearings. They are very helpful to

18 us. And based upon your testimony today, some of
19 the comments that we've made in the past are coming
20 tofruition. And that is adefinite advantage.

21 In our case we have had a policy for

22 about adozen years. We began with about between my

Page 59

1 Toadl my political friends | tell them they better

2 count on an early termination of their term when

3 that reality beginsto hit. And it will hit.

4 And, so, let's head it off at the pass as

5 they say in the westerns and see if we can stop this
6 by taking a new concept look at long-term care. And
7 if wedo, | believe that citizens as policyholders

8 will benefit. | aso believe that the state will

9 benefit because another amendment | would makeis
10 amending in the old people who have paliciesinto
11 the partner program so they don't have to go broke
12 under Medicare.

13 | don't know if you're considering that,

14 but | think it'sessential. And then | think the

15 companies will benefit because the reputable

16 companiesthat | know want to tell you that they

17 don't like loss leaders who comein at low rates and
18 then begin moving and escalating their rates with
19 unconscionable actions. And they are not able to
20 compete on afair basis because they are not ableto
21 givetherea rates and still make any sales. Thank
22 you very much.

Page 61
1 wifeand | a$2,000 premium. It's currently up to

2 about $4,000. In five more years at a 50 percent

3 rate which isthe doubling as you know, that's

4 8,000. In10vyears, it's16. In 15, it's 32.

5 Those numbers are not sustainable.

6 Assuch | studied hard this year to find

7 out what my alternatives might be. | was not

8 satisfied with the feedback received from my

9 insurance company. I've expressed that to you in

10 writing on previous occasions.

11 And the wonderful news today is Nancy

12 addressed that subject head-on by suggesting that

13 the companies submit to the State of Maryland MIA a
14 matrix outlining the benefit reductions and the cost
15 savings.

16 We don't have that before us now. When |

17 signed up for my policy, my agent allowed meto see
18 the full matrix, and | was able to get exactly what

19 | wanted in terms of levels, in terms of options.

20 | do not have that same flexibility

21 because your suggestion today is yet to be

22 implemented. We need that information, and we need
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1 that desperately. Thank you for pursuing that. 1 would be easier to comment if there is something in
2 The second matter that | want to address 2 writing.
3 iswhat | wrote to Mr. Zimmerman earlier, and that | 3 Secondly | submitted a bunch of questions

4 isthis subject of inflation.

5 | listened asintently as| could. And

6 asmy insurance agent said, it's not our fault, it's

7 the State of Maryland. When | asked that question
8 before, the response was, it's complex. Well, you

9 proved that today. It's extraordinarily complex.

10 | do not understand your statement that

11 something in our regulation or in our legislation

12 precludes us from looking at compound inflation at
13 rateslessthan 5 percent.

14 | want to see as aflexible proposal for

15 my insurance company rates at 4, 3 and 2 percent.
16 The only option given is compound or simple. | do
17 not think that is sufficient for myself to make an

18 informed decision. As such, | would appeal to you
19 to consider that.

20 And | do not understand your previous

21 statement asto why something in our system

22 precludes the State of Maryland from offering that

4 from the January hearing, and was just curious, one

5 of them was for you guys and bunch of them for my

6 long-term care insurance carrier, will you guys

7 respond to that? And did my guestions for

8 Physicians Mutual get forwarded to them or what

9 happens?

10 MS. GRASON: We can check our logs.

11 MR. ZIMMERMAN: Y eah, we will check our
12 logs and well follow-up --

13 MR. FOX: Okay.
14 MR. ZIMMERMAN: -- with you.
15 MR. FOX: Okay. Great. Great. And then

16 finally again let me just say that | think House
17 Bill 493 isreally heading in the right direction.
18 | think the only real solution to thisisto limit
19 the size of the increase over chunks of time, you
20 know, liketen years.

21 It's ridiculous, the insurance companies
22 | believe are being very conservative in their

Page 63
1 asan option. | hope you can respond to that today.

2 | thank the Commissioner for the

3 wonderful work that the actuarial group is doing,

4 for the wonderful work the staff is doing, for

5 testimony that you're doing before the legislature.

6 We need the support. These rates are slamming us.
7 These premium are lamming us hard, and | haveto
8 make a decision on the next go-around if the 15

9 percent continues to reduce my cost by reducing my
10 benefits. Thank you for hearing me.

11 MR. MORROW: Thank you.

12 MR. FOX: | have acouple questions but |
13 didn'tsignup. Can|l --

14 MR. MORROW: Y eah, we've got you.

15 MR. FOX: Great. Thank you. My nameis
16 Steve Fox. I'm along-term care policyholder. Are
17 your proposed initiatives out on the web site?

18 MS. GRASON: Not at thistime. We can
19 put something out. And also the transcript from
20 today will be made available on our website as well.
21 But, yes, we will put something out because --

22 MR. FOX: That would be great. That

Page 65
1 actuarial models now that they have sustained --

2 sustained losses. And, so, they're projecting, you

3 know, they are projecting these huge rate increases
4 based on a40-year projection. And nobody can

5 project out what claim costs are going to be over 40
6 years.

7 | mean, who knows what's going to happen

8 with medical advances and technology advances. It's
9 just crazy. And | think the right approachisto

10 just have something where you limit the increases
11 over periods of time. | think that will -- that

12 will realy help.

13 Do you know, are there any other states

14 that do this?

15 MS. GRASON: That do --

16 MR. FOX: That do this sort of

17 limitation, do you know? Or is Maryland plotting
18 new ground here?

19 MS. GRASON: The limitations proposed in
20 4932

21 MR. FOX: Yes.

22 MS. GRASON: So, he's got the proposal on
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Page 66
1 arateincreases over a 10-year period could not be

2 increased more than 50 percent.
3 MR. FOX: Correct. But do any other
4 states do something similar?

5 MS. GRASON: Not to my knowledge.
6 MR. FOX: Okay.
7 MS. GRASON: I'm seeing from the industry

8 folks, no. And then the other proposal in that bill
9 isahill that would ban any increases for anyone 80

Page 68
1 license these facilities; right?

2 MS. GRASON: not --
3 MR. KAUL: Not the insurance agency.
4 MS. GRASON: Not our agency, but we can

5 certainly look at some of our sister agencies and
6 see who might have that data.

7 MR. KAUL: That's the number --

8 MS. WAGNER: Thereisapublication

9 that's put out in Maryland -- isit okay if | speak?

10 yearsor older. 10 MS. GRASON: Sure.
11 MR. FOX: Right. 11 MS. WAGNER: Cindy Wagner, | am an
12 MS. GRASON: And | understand that was | 12 insurance agent, and | deal primarily in long-term
13 tried in New Hampshire, and there is some pending | 13 careinsurance. Many of my customers have --
14 litigation on that asto whether or not based on the | 14 THE REPORTER: You're going to have to
15 contract that was something that the state could do. | 15 move forward.
16 But another state has at least tried that. 16 MS. WAGNER: Many of my customers
17 But | think it speaks -- were al just 17 actually have received anywhere from four to six
18 trying to come up with innovative solutions that 18 rateincreases over the last five to seven years.
19 work for everyone. 19 Genworth being one of the carriers who has had the
20 MR. FOX: Wdll, | mean, it'sahard 20 back-to-back 15 percent, gone through all of the
21 problem. 21 hoopsto get approval.
22 MS. GRASON: It'shorrible. 22 | will tell you from my standpoint and
Page 67 Page 69
1 MR. FOX: All right. Thank you. 1 fromthe client'sthat | represent, the 15 percent
2 MS. GRASON: Thank you so much. 2 hasbeen ablessing. Believeit or not. Whenwe
3 MR. MORROW: One more. 3 started out with these rate increase letters, | just
4 MR. KAUL: The nameis Roger Kaul 4 comically, as Mr. Whesatley said here, addressed them

5 K-A-U-L. And I'minterested in finding out what are
6 thelong-term care costs. | find an enormous

7 spectrum from, you know, 4,000 a month to 10,000
8 plus a month where -- | mean, when we have -- when
9 we need that care, we still have some income. So,

10 what the long-term care insuranceisisthe delta.

11 Right?

12 That's what you're really worried about,

13 and | got to say | -- isthere any way you could

14 find out and post maybe by county -- because | find
15 Montgomery County isalot more expensive than -- |
16 suspect that's why the 19 group is more active than
17 Carroll County wherel live. Thank you.

18 MS. GRASON: So, Mr. Kaul, you're looking
19 for the actual cost of care for seniorsregionally?

20 MR. KAUL: Yeah.
21 MS. GRASON: 1 just wanted to clarify.
22 MR. KAUL: | mean like county -- you must

5 aslove letters.

6 And the clients, you know, it kind of

7 brokethetonealittle bit. They'reangry, but it

8 gave ustimeto reevaluate what's going on, what are
9 your coverages, what are the options.

10 One of the things that happens now is the

11 clients call me and say, hey, | got another love

12 letter. So, you can seeit'sal in working with

13 the clients and we're al in the same boat together.
14 We dl know that the need isthere to have the

15 long-term care coverage.

16 And one of the thingsthat Mr. Kaul just

17 asked, thisisaguideto retirement living. It's

18 called the Source Book. It's available on-line.

19 And I will slowly give you the website. | usethis
20 for every client review.

21 Let mefind it here. Itis

22 www.retirementlivingsourcebook.com. No spaces.

DTl
1- 800-292-4789

Court Reporting Sol

utions - Washi ngton, DC
www. deposi ti on. conf washi ngt on-dc. ht m




http://www.deposition.com



BRI EFI NG -

03/ 06/ 2017 Pages 70..73

Page 70
1 Retirementlivingsourcebook.com. i
2 Y ou can go on and find different
3 counties. Thisoneisonly for -- I'm from the
4 Eastern Shore. In this booklet -- put this down and
5 speak alittle louder for you.
6 In this booklet it's broken down by
7 little color bars at thetop. | know most of you
8 can't seethis, but at the top there's different
9 color barsin here.
10 Each of those sections represents a
11 different type of care. It could be assisted
12 living. It could be adult day care. It could be
13 full blown retirement living.
14 | primarily deal with the nursing and
15 rehabilitation section, and it's broken down by
16 county. If | goto Talbot County, whichisthe
17 Easton, Maryland areq, it actually breaks down
18 several of the facilities, gives the number of beds
19 available and givesthe daily cost range.
20 And thisisvery accurate. | have family
21 membersin both of these facilities, and | can tell
22 you thisis spot on.

Page 72
1 Again doesn't cost anything, but it is phenomenal to

2 usein these types of situations.

3 | give kudosto you guys for the work

4 groups. |'ve participated in every one that |

5 could. Tedtified at a couple of them. Thank you.
6 The 15 percent, like | said, isablessing.

7 | also have clientsin other states, and

8 | can tell you that Delaware and Virginiajust got
9 30 percent rate increase from some of those

10 carriers. And it is much harder to keep the

11 coverages pertinent if the person needed to go on
12 claim next week with a 15 percent rate increase than
13 itisa30al at once.

14 So, sometimesit's literally just one

15 year's growth of that compounding that you

16 mentioned, if you just back that off for one year
17 viathe daily benefit or monthly whichever,

18 sometimes that can reduce the premium enough that
19 it's comfortable in budget.

20 Thank you for letting me speak.

21 MR. MILLER: | would like to make an
22 additional comment if | can since there is nobody

Page 71

1 | aso keep up-to-date with some of the

2 peoplethat are at these facilitiesin

3 administrative rolesto see how often they update
4 them. Source Book reaches out quarterly.

5 MR. DORSEY: Who publishes that?

6 MS. WAGNER: | will et you take a peek
7 atit. I'mnot sure. Source Book isthe only one

8 I've ever heard of.

9 You can find themin alot of the

10 fecilitiesaswell. | have seen themin alot of

11 the senior centers. So, that's a great thing to

12 reach out to.

13 | know that the D.C. and metro areaisa
14 completely separate booklet, and there are ones for
15 different parts of the state aswell. But utilize

16 that.

17 Another thing you can go to, doesn't cost
18 anything and you do not have to have coverage with
19 that particular carrier, but Genworth has a site
20 that you can go to which has not only calculators
21 but it hasalist of what the costs are for al 50

22 states. It'saone-pager. You can download it.

Page 73
1 else. For those who may not be totally familiar

2 with how long-term care insurance works, | need to
3 remind everyone that what you're buying in long-term
4 careinsuranceis aspecified pool of money whichis
5 set at thetime that you take out your policy but

6 which increases depending upon whether or not you
7 have an inflation factor built in.

8 Y ou're buying X number of days of

9 coverage at X dollars, that will bring -- that will

10 provide X dollars aday of benefit.

11 So, it's not like other insurance where

12 thefacility that's providing the care bills and

13 bills and billsto the point where there is no end

14 insight. When you run out of the fixed amount of
15 money that you have insured for, you're not covered
16 any longer.

17 And | think that's a very important

18 point. And particularly with the insurance

19 companies, they know exactly how much in advance
20 they are committed to because they know what that
21 amount of money is.

22 And also in order to access your
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Page 74
1 insurance, you have to be declared medically

2 disabled. So, it's not something that you can just

3 sign up for and say, | want insurance. Y ou haveto
4 be certified as disabled and will be continued in a

5 disabled state.

6 One of the factorsthat | haven't heard

7 discussed at al isto what extent the pool of money
8 that you are buying is actualy fully utilized. The

9 length of stay in most long-term care facilities has
10 gone down steadily over the years. So, that

11 typically people buy three years worth of coverage.
12 That'savery common component of the long-term care
13 insurance.

14 The average stay now in long-term care

15 facilitiesiswell under that three year -- the

16 three-year mark. No matter what the facility

17 charges at a day rate, you only get the amount that
18 you have insured for.

19 So, if the facility is charging $500 a

20 day and your insuranceis paying $180 dollars a day,
21 that'sall you're getting is the $180 a day until

22 you useit up.

Page 76
1 determination, but | believe our actuarid

2 department can. And | would appreciateit if you
3 would do some validation of that. Thank you.

4 MR. MORROW: Okay. | would like to thank
5 everybody for coming, giving us al of your input.
6 It'svery important for us to hear from the

7 stakeholders and the members of the public.

8 I would also like to thank everybody here

9 at the MIA whose hard work has gone into these
10 hearings and all the work leading up to the

11 hearings. So, thank you all for coming and we are
12 done.

13 (Whereupon at 2:19 p.m. the briefing

14 concluded.)

15

16

17

18

19

20

21

22

Page 75
1 So, | think that's an important factor

2 when you go back to trying to justify rate

3 increases. The insurance companies know exactly

4 what their -- what their liability iswell ahead of

5 time, and there isalimit to the liability. It's

6 not an open-ended expense once you become insurance
7 eligible. Thank you.

8 MS. GRASON: Thank you. Mr. Wahl.

9 MR. WAHL: Richard Wahl. W-A-H-L. Thank
10 you for an opportunity for follow-up. | have one

11 important question, and that is the subject of

12 coverage change request forms. | think they are

13 standardized throughout the industry. 1'm not

14 convinced that the reduction in the premium is

15 commensurate with the reduction in benefits. And |
16 am not ableto validate that, but | know

17 Mr. Zimmerman and the actuaria group could look at
18 that and determine whether or not they arein sync

19 and balanced and fair to the consumer.

20 Are the companies getting well by

21 decreasing benefits but only partial offsetting it

22 with premium rates? | can't make that

Page 77
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