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PROCEEDI NGS

COW SSI ONER REDMER: Ckay. Good afternoon,
everyone, and thank you for participating today.

I am Al Redner, Insurance Conm ssioner of
the State of Maryland. And this is our second public
hearing on specific carrier rate increases for |long
termcare insurance in 2019.

Today's hearing will focus on rate increase
requests now before the MA in the individua
| ong-term care market.

These include requests fromAllianz Life
| nsurance Conmpany of North Anmerica that is proposing
an average increase of 12 percent.

In the group long-termcare market, the rate
request from Prudential |Insurance Conpany of Anerica
I's between 10 and 15 percent depending on the policy
form

Conbi ned these rate requests affect about
5,317 Maryl and policyhol ders.

Now, the goal of today's hearing is for the

i nsurance conpany representatives to explain the
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reasons for the rate increases.

W will also listen to comments from
consuners and other interested parties. W're here to
| i sten, ask questions of the carriers and consuners
regardi ng the specific rate increase request.

First 1'd like to take a couple of m nutes
and just introduce the folks that are here with nme
today fromthe Insurance Adm nistrati on.

Up at the table here to ny right is Adam
Zi nmer man, our actuary.

To the far left is Jeff Ji, our senior
actuary.

To ny imediate left is Bob Morrow,
associ ate comm ssioner of |ife and health.

At the main table is Tod Switzer who's our
chi ef actuary, and Nancy Meul berger who we all work
for.

Also in the back is Nancy G oden, our deputy
comm ssi oner and Joe Svodka from our conmuni cations
and public affairs team

Before we get started I'd like to go over

just a couple of procedures that we would like to
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foll ow today. For those of you in attendance, there
I s a handout that has all of our contact information
on it. Please nmake sure you pick one up.

If you'd like to speak today we woul d
appreciate if you would sign up with your nane and
contact i nformation.

Comments frominterested parties were
received and will continue to be received until
Tuesday May 21st. We're going to keep the record open
for additional testinony.

And the transcript of today's neeting as
well as all witten testinmony submtted will be posted
on the M A website on the |long-term care page as well
as the quasi |egislation hearings page.

The long-term care page can be found at the
M A website by clicking on the long-termcare tab
| ocated under the quick |links section on the |eft-hand
page of the -- left-hand side of the honepage.

As a rem nder, we do have a court reporter
here today to docunent the hearing.

When you're called up to speak, please state

your nanme and affiliation clearly for the record.
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If you' re participating by phone on the
conference call line, we ask that you please nute your
phones. | ask that you don't put us on hold, even
t hough the nusic may be entertaining, please keep us
on nute.

Al so, any tine before speaking, again, if
you could restate the nanme and organi zation that woul d
be hel pful.

We're going to begin by calling on the
carriers. W're going to do it in al phabetical order
so we'll start with -- oh, I"'msorry. Wy do |
al ways forget you guys?

And first, | will reintroduce Tod Switzer,
our chief actuary.

MR. SW TZER: Good afternoon. Thank you for
participating. | purposely didn't wear ny red tie
because | have the sanme red tie as the Conmm ssioner,
but he's a wild card. | would do it again, but I
guess we're different enough.

| wanted to rem nd you of sone of the
consunmer protections of -- hopefully to foster sone

t hought and conversation for long-termcare. Sone of

Veritext Lega Solutions
215-241-1000 ~ 610-434-8588 ~ 302-571-0510 ~ 202-803-8830




© o0 ~N oo o A~ w N PP

N NN R R R R R R R R R R
N P O © O N O O A W N B O

of the protections that are in place for

with this coverage are a hundred thousand or

Maryl and, are the conpani es that
| osses.
15 percent since 1994.

We have nonforfeiture
benefits. It's not allowed that
hi gher than a new business rate,
2018 to say what does that nean
age,

sanme coverage. |f you want

Page 8

our seniors
SO in

can't recoup past

We' ve got a cap on expense rate increase of

and nonforfeiture
a renewal rate can be
and when we | ook at
t he sane

for peopl e,

ed to buy coverage

t oday brand new,
rate is $3700.

di fferent,

it would be $5600, yet the renewal

There's sone val ue there;

$1900.

50 percent

t eam and t he

| also wanted to relay what our
actuary's office and what's been the high | evel

outcone of our review, that is, Adam Jeff and I. I n

2018 a review conpleted 49 filings, the average

request over two years is 42 percent. W approved 17.

So 25 points less, which is translated into $700 |ess

per year than Maryland or D.C.

i s paying.
So far in 2019 we have only two of these

filings. W can take as long as we need to to make
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sure we | ooked at everything. The filing was for 24.
We approved 12.

So there's a difference fromwhat's fil ed
and what's approved.

We've al so | ooked around to see what other
peopl e are doing, to see where the good ideas are for
solutions. A couple of themthat have conme up front
have been enbedded products, hybrid products,
conmbi nati on products where the long-termcare is
together with life insurance and annuities. So it is
not stand alone. So that the product can norph into
| ong-term care coverage and nulti purpose. It could
hedge some other risks. Those are a little nore
financially stable and they've gotten nore popul arity
and they've had to assune a different aspect to them
t hat has been beneficial to nention.

We've heard talk at the federal |evel of
nore generous tax incentives, we have a couple savings
accounts, try to keep an eye on those. W' ve heard
tal k of a hone healthcare benefit under that sub,
Medi car e Advant age.

Coming up in 2019 we're going to have nore
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benefits for loans for |ong-termcare.

Lastly we're going into a couple of other

things. A bill was passed in Annapolis, Senate Bil
415 called the long-term Care Annual Notice Bill, such
that every Maryl ander each year will get a
notification of their formnunber. | know that's

arcane but the reason that that seenmed to be hel pful
is it wll enable a senior to know for sure that the
hearing pertains to their policy in particular. And

i f an actuarial nmenorandum pertains to themin
particular, so that there's transparency, there's
access to information to try to make the projects nore
accessi ble. The governor signed that bill yesterday
as you're aware.

The Conmm ssi oner nentioned sone public
comments. There were two in particular, both for the
conpani es that are here today.

Thank you for being here.

Both of the people couldn't be here; one was
out of the country and the other had a schedul e
conflict but | wanted to relay a little excerpt of --

that is lengthy, both of themin conversation
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concerning the flavors, interiors, sonme of the things
that they rel ayed.

One, it was a couple and | ast year they got
an increase that resulted in an increased benefit of
about $646. They asked if there was an appreciation
for the adverse inpact fromthe other rate increase of
what ever anount that inposes on them of increnments for
10 years. Could there be sone thought to not having
one increase on the heels of another was one public
coment .

Anot her from a woman who bought a policy in
2012 at 69 years old finds the increase troubling.
She's payi ng $4500 per year. She relayed, quoting
t hat she was advi sed when she purchased that, "W've
never increased prem uns on these policies.” And she
was asking if the increase could be stretched out over
a period of years.

We're aware as we review filings the cost of
delay. But we also don't want to downplay the cost of
the sharp increase to, "Try and find the right
bal ance." So that's -- keep that in m nd.

A few slides before | turn it over to
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carriers. And one is -- | wanted to relay a little
nore tangi bly what these projections have done and
what our team and the Actuary's O fice and the
Comm ssi oner have done.

And this first graph up here was provi ded by
t he National Association of |Insurance Conm ssioners.
So it's the whole country, 26,000 thousand filings for
| ong-term care that were submtted over the | ast
10 years and lines themup in terms of what was
approved in a single year. W're trying to get to
cunul ative as well, but this is, in any one year
what's the biggest increase we got.

"1l just point out when you line the titles
up, Maryland's in blue. So Maryland's in -- in the
country, 15.6.

Sonme of our neighbors, |ike Pennsylvania's
at 20.

Del aware's at 21

Virginia's at 32.

M chi gan, 37.

Rhode I sl and's 44.

So that's the whole country. This is where
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we are, trying to find the right balance. But as we
| ook at these hundreds of pages of findings, that's
one way to convey sone of the outcones as we consi der
bot h venues.

For the next one -- scroll up, please.

So, for Allianz total individual policies in
Maryl and are 2400. The policies that will be
di scussed in terns of thousands, a little | ess than
hal f of their total for the business.

The policies, there's two, they canme in one
filing so | did a conposite. Issued in 2004, one was
i ssued and then closed in 2006. Another opened in
2006, closed in 2009.

Started at a premum of 1850 in 2004. Had a
15 percent increase in 2012, had another 15 percent
I ncrease in 2016 and requested for 12 percent, a 48
percent increase cunulatively. So that's been the
prem um progression there.

The other 4300 nmade up the total that the
Comm ssi oner rel ayed.

It cane in three filings with Prudenti al.

The first was for 1300, about 1400 nenbers. Pol i cy

Veritext Lega Solutions
215-241-1000 ~ 610-434-8588 ~ 302-571-0510 ~ 202-803-8830




© o0 ~N oo o A~ w N PP

N NN R R R R R R R R R R
N P O © O N O O A W N B O

Page 14

was issued in 2012 at about $1700.

The first increase the total was for
10 percent to bring it up to 1852, which was close to
new sales in 2017.

Next one, this is for 1700 nenbers. This is
just for Maryland. Policy cane out at $1300 in 2001,
just closed in 2014. Had the first increase in 2015,
15 percent.

Had an increase in 2018 of 8.7, we didn't
approve the full 15 percent requested, and that is
back for 15 percent bringing it up to 1876, for a
cunul ati ve 44 percent.

The last of the three pieces issued in 2001
at 1540. The first increase proposed to bring it up
to 1771 annual premum This is for 1200 nenbers, a
15 percent increase.

So with that as a precursor, I'll ask if you
want to cone up and tal k about it?

MS. WUOLLET: | am Jennifer Woullet from
Al'lianz Life Insurance of North Anerica.

COW SSI ONER REDMER:  Thank you.

M5. WUOLLET: Thank you for today and giving

Veritext Lega Solutions
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us the opportunity to speak at this hearing and talk
about the rate increases that we requested.

As we tal ked about with the background, the
policies in question here, we're tal ki ng about shoul d
we be between 2004 and 2009. That's a little over a
t housand policies in Maryl and.

We are no | onger selling stand al one
| ong-term care policies right now, neither here in
Maryl and or nati onw de.

We do understand that the prem uns increases
are difficult for our policyhol ders, so we do
appreciate the opportunity to talk about what we
t hought i nportant.

Further we'd like to discuss sone of the
options that will be avail able for our policyhol ders
to help reduce the inpact of the rate increase.

l'"mhere with Noelle DeStranpe our actuary
that works in the long-term care business and she's
going to give a little nore detail on our ranges
f ound.

M5. DESTRAMPE: Again, |'m Noelle, I'ma

| ong-term care actuary at Allianz Life. And I'min

Veritext Lega Solutions
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good standing with the Society of Actuaries in the
Acadeny of Actuaries.

| would also like to say thank you for
review ng our filing and having us at this hearing
today, giving us an opportunity to discuss our
| ong-termcare filing with the MA.

And thank you, Comm ssioner Redner for
havi ng us.

We understand that |long-termcare rate
I ncreases are difficult for our policyhol ders and
difficult for insurance departnents.

To bal ance the inpact on their constituents
with maintaining a private nmarket for |ong-termcare
needs. So we appreciate your tine.

We are requesting a rate increase on our
generations protector history of products under
pol i cyhol der nunmbers 10-P-Q- MB. And 11-P-Q MB. Both
in Maryland. W are requesting the average rate
i ncrease of 12 percent for this filing, which is
around under $300 a year and around $16 a nonth, a
prem um for the Maryl and policyhol der.

The |l evel of the rate increase varies by the

Veritext Lega Solutions
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benefit increase rider that is attached to the policy.

These riders increase benefits by a certain
per cent age each year.

In conpliance with Maryl and regul ati ons the
maxi mum rate i ncrease being requested is 15 percent.
We're requesting no rate increase per policies wthout
the benefit increased rider.

This filing is part of a nationw de foll ow
up rate increase request. The initial request was for
39 percent nationwi de that we initiated back in 2015.

So back in 2015 as nentioned, the MA
approved 15 percent of the 39 percent requested. And
we're now com ng back to request the renmaini ng anount
up to the Ilimt of 15 percent to bring Maryl and policy
| evel s closer to nationwde rate levels and to nove
toward rate equity projections.

The initial generation protector products
under policy form 10-P-Q MB al so had a rate increase
of 15 percent back in 2012 in Mryl and.

As of this filing is approved Maryl and
policyholders will have experienced a cunul ative rate

i ncrease in these policy forns rangi ng between
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zero percent and 52 percent.

These premium | evels would still be | ower
than the rate increase requested on these products
nati onwi de and | ower than what it costs to purchase a
| ong-term care policy out in the market today.

So we are filing for rate increases because
sonme of our pricing assunptions for these guarantee
renewabl e products, although they are based on the
best information avail able at the tinme, have not been
consistent with the enmergi ng experience.

We have seen nore people going on clains and
claims lasting longer than originally assuned when
t hese products were priced.

We have al so seen people holding onto their
policies |longer than originally expected when these
products were priced, which results in nore policies
reachi ng an age where they need care as warranted.

The energi ng experience is worse for
policies with the benefit increase riders, so that is
why the rate increase would apply to policies with
t hese riders.

Based on our experience we could justify
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hi gher rate increases on these products at this tine.
But we strongly consider the inpact rate increases
have our on policyhol ders.

As we continue to review the experience on
this business, additional rate increases nmay be
requested in the future.

We do realize rate increases are difficult

for policyholders in making these adjustnents. In
maki ng these adjustnents, it will help ensure
policyholders will have these much needed benefits in
the future. Qur highest priority is to fulfill our

commtment to the policyhol ders.

To hel p policyholders that may be able --
may not be able to afford the higher premuns, we are
offering several options to reduce the inpact of the
rate increase or avoid it all together.

As part of this rate increase, policyhol ders
t hat choose to reduce or cancel their benefit increase
rider will maintain all of their past accrued benefit
I ncreases to date.

This additional benefit was al so provided

with the nost recent rate increase on the product.
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Nati onwi de we' ve seen about 20 percent of
policyholders elect this option. W also provide our
pol i cyhol ders several other options such as reducing
their benefit period, benefit anount or |essening
their elimnation period anong ot hers.

Lastly a policyhol der can no | onger want to
see premuns. Instead of losing their entire
coverage, we are offering a paid up benefit typically
equal to the prem uns that have been paid into the
policy.

Nati onwi de we've seen around in the | ow
single digits elect that benefit which highlights the
val ue that they see in the product.

| encourage any affected policyholders to
call our contact center for any assistance wth
under st andi ng what the options -- what options are
avai |l abl e.

I n our experience the vast mpjority of
pol i cyhol ders inpacted by a rate increase have deci ded
to maintain their current benefits and pay the
i ncreased premumand | believe this is in line with

experience across the industry.
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Pol i cyhol ders see value in |long-termcare
i nsurance to cover future |long-term care needs that
can be very costly and deplete retirenment savings very
qui ckly.

Thank you, again, for providing Allianz Life
t he opportunity to speak today and thank you for your
consi deration on our filing.

COW SSI ONER REDMER: Thank you, |ladies. |
only have one questi on.

| understood you to say you're not witing
the business in Maryland. Are you witing new
| ong-term care busi ness anywhere in the country?

MS. DESTRAMPE: No.

COW SSI ONER REDMER:  Thank you. Anybody?

Jeff?

MR JI: If there is needed increase
nati onw de of 25 percent. So, | expect that request
for additional increases will be forthcom ng.

| also appreciate that not only you did --
| ooked at what the net inconme would be for the
lifetime of the policy with the 12 percent requested

i ncrease, and | noticed that the step-up GPR which at
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one point had 700 nenbers, the result was lifetine
with a net incone of two percent and for the GP of
16 percent.

So nmy question is, what's governing your --
within your step-up, is there a net income? |
recogni ze the limtations of the cap and the timng of
how cl ose you can get back to the idea when we
started, you know when you cone off of that. But can
you relay a little, what dictates any target that
governs how many nore filings m ght be comng in terns
of net inconme for financial gain?

MS. DESTRAMPE: Yeah, | know that net income
nodel i ng you're tal king about. | think the other one
was the active life reserves that weren't included.

So that would have had an inpact on that cal cul ati on.

So, | nean, going forward we continually
eval uate what we need regarding long-termcare rate
I ncreases, continue to evaluate the financial inpacts.

At this point we do -- | nean, for reserve
testing, we do assune that we are going to cone back
one nore tinme and we'll reevaluate if that's -- wl|

we need nore in the future or not? But to say that
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there's a target, | nean, we just evaluate every year,
eval uate our reserve levels, do reserve testing to
determine if we need nore rate increases.

So there isn't necessarily a set percentage.
| know the hundred percent was nore, okay, what could
we justify for a rate increase on the policy form

MR. SWTZER: Sone carriers will say, well,
we'll request the rate increase --

The reason | asked the question is because
I n context some carriers say well, at this point we're
just pricing to break even. But that nmeans different
things to different conpanies. Sonme conpanies are
tal ki ng about underwiting gains. Sone have a
di fferent setup.

MS. DESTRAMPE: Yeah. | nean, we're not
| ooking to be profitable in this business. | guess we
woul d be | ooking to break even if we could on this
busi ness. But, again, |ooking at the reserve |evels
and seeing what they need to be on an annual basis.

MR. SW TZER: Thank you.

COW SSI ONER REDVER:  That it? Jeff?

MR. JI: | have a question. |'ve heard you
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say that you believe that the assunptions are
sustai nable. Are you going to ask for one nore rate
i ncrease, is that what you're saying?

MS. DESTRAMPE: Yes. | nmean, right now
that's in the plan. But, again, we reevaluate it
every year.

MR. JI: Are you sure? Do you know how much
you're going to ask for in that one nore rate
I ncrease, or are you going to just reach 39 or
38 percent?

MS. DESTRAMPE: Well, based on Maryl and
regulation | think there's a cap on what you can ask
for.

MR. JI: Right. Right. But we already
approved 15. At this tine it's 15. The average is
12 percent. But there is another rate increase
presently in your plan, so | want to know how nuch is
t hat ?

M5. DESTRAMPE: | nean, in Maryland we
woul dn't request nore than 15 percent.

MR. JlI: In total?

MS. DESTRAMPE: Yes. For a rate increase
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filing.

MR. JI: Yeah, | know the last tine you
asked for 39 percent and 38 percent, but then we
approved 15. But this tine you're asking 12 percent
on the average, which neans there is still sone
residual. The rate increase cones up to 39 and 38.

MS. DESTRAMPE: Unh- huh.

MR. JlI: Is that what you're asking?

MS. DESTRAMPE: Yeah, | nmean, we would -- |
see what you're asking.

MR. JI: Yeah. Ckay.

MS. DESTRAMPE: So yes, | nean, we woul d get
to -- try to get to the nationw de |evel in Maryl and.

MR. JlI: Ckay.

MS. DESTRAMPE: If there's any residuals
based on what -- if sonething was approved on this
filing, our request for rate increase is approved on
this filing. But yes, in the immediate future it
woul dn't be for another few years.

MR. JI: Wat is the standard to ask nore
rate increase in the future?

MS. DESTRAMPE: \What ?
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MR. JI: The additional rate -- nore rate
increase in the future, what is your standard to ask
for nore rate increases?

MS. DESTRAMPE: | nmean, that's where on
t hese products we still could justify nore rate
I ncreases to sustain the reserves. So | nean, as a
conpany, we reevaluate every year and if we want
additional rate increases at this tine, it hasn't been
decided on. We're nore working on the rate increases
we initiated back in 2015. But we will reeval uate
t hat .

MR. JI: So you don't have a solid standard,
like a loss ratio of about 30 percent? Are you going
to ask additional rate increases?

M5. DESTRAMPE: No, there isn't a standard
| oss ratio we're trying to target. It's nore from
bei ng able to say, you know, reserves that are
requi red on the policy.

MR. JI: Thank you.

COW SSI ONER REDMER:  Thank you. Anybody
el se?

Al right. Thank you. Appreciate it.
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Let's go to Prudential, and M. Keith Burns.
How are you?

MR. BURNS: Good, thank you.

Keith Burns, I"'mwth Prudential |nsurance
Conpany of Anerica

Thanks, Conmm ssioner Redner and the rest of
the Maryland staff for inviting us to speak today.

As nmentioned |'mKeith Burns. 1'm an
actuary with Prudential |nsurance Conpany and we are
seeking a rate increase as nentioned earlier that's
between 10 and 15 percent on three of our group
| ong-term care policies.

Normally they're referred to as a GLTC2,
GLTC3 and GLTCA.

The npbst recent product is our GLTC4 one
that was nost recently sold and we're only seeking 10
percent .

The current requested increase are in
accordance with the 15 percent cap in the Maryl and
regul ati ons.

Based on energi ng experience, we do believe

that a higher rate increase is needed and justified
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and we are -- and we are seeking parity anongst all
states, so we will continue to seek nobre rate

i ncreases in Maryland even if we receive approval for
rate increases.

To give you sone exanples, our ol dest
product in this filing is our GLTC2 product. W are
seeking 106 percent increase nationw de for Mryl and.
We capped that at 15 percent. It is our first rate
I ncrease.

And it has roughly 1200 policyhol ders.

For GLTC3 we are seeking a cunul ative
i ncrease of 67 percent nationw de. Previously
Maryl and had approved 25 percent in total. That wll
| eave the next additional 33 percent that we're
currently still in need of. But, again, it's been
capped at 15 percent for this filing.

That represents about 1700 policies.

GLTC4, we're seeking 10 percent increase and
it's the first increase on this product line. And
that's what we're seeking nationw de, and so it's up
to Maryland. We have cap requirenents and that's what

we seek from Maryland as well. That product has up to
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1300 policies.

We have a total of 4,285 policyholders that
-- in Maryland that are inpacted by this request. And
it does anmpbunt to an average increase of about $18 per
nont h.

GLTC3 previously nentioned is the only one
that sets the prior rate increases in Maryland. The
prior rate increases for the product are 15 percent
whi ch was approved on February 6th of 2015 and 8.7
percent was approved on January 9th, 2018, providing a
cunul ative rate increase of 25 percent.

The increase previously requested for GTC3
was 40 percent in total and the experience has
continued to deteriorate which is why we're seeking an
additional 33 percent increase today. That includes
19 percent that was neant to recover revisions that
were not fully approved previously.

This results in a total of 67 percent
I ncrease for that product.

Prudential's -- you know, the justified rate
I ncreases reflect conpany experience based on

voluntary | apse, nortality and norbidity. The prinmary
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drivers of this is voluntary |apse and nortality.

So for exanple, the ultinate | apse rate is
currently runni ng about 0.6 percent for these group
forms. That conpares to the original price assunption
of one and a half to four percent.

And in addition nortality is also nuch | ower
than originally expected.

And due to the | ower voluntary | apse and
| ower nortality, it is projected that a significant
number of policyholders will remain in force during --
as they reach the older rate ages as they're nore
likely to draw a cl aim

Prudenti al does understand that the rate
I ncreases can be chal l enging for sone policyhol ders.
In an effort to assist the situation for policyhol ders
and to help mtigate the inpact of the rate increase,
Prudential's policyholder notification letters wll
offer a nunmber of alternative options to the rate
I ncrease, as well as an 800 nunmber to ask questions
and request information.

Customer service representatives in the cal

center have been trained to handle rate increase
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situation and the call center is 100 percent dedi cated
to Prudential long-termcare matters.

Prudential's voluntary options help mtigate
the rate increase that will be clearly identified in
the notification letter. It wll include things such
as reducing the policyhol der benefit such as the daily
lifetime maxi mum and we're renoving riders, optional
riders that are currently -- provide additiona
benefits that are subject to avail abl e pl an-desi gned
options that do sonetinmes vary by group based on the
initial contract with those groups.

There is also the option to stop paying the
prem um and exerci se the nonforfeiture benefit, which
we do make available to all insureds regardl ess of
their age or the size of their rate increase.

And as well, obviously the inpact on
policyhol ders can also elect to pay the increased
prem unms and maintain their existing benefits.

To date roughly nationwi de we have 85 --
we' ve had 85.6 percent above -- I'msorry. Let ne
rephrase that.

For our previous group filing, which was the
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GLTC product |line, we've had 85.6 percent of

policyhol ders pay the increased premum |In Maryl and
that nunber is a little bit higher at 87.8. About
10.7 nationwide that'll take the option to reduce it
another 10.9 to reduce the benefits. And in Maryl and
t hat nunmber is 7.5. And about 3.5 percent nationw de
have | apsed their coverage and taken a nonforfeiture
benefit and then it is 4.7 in Maryl and.

Prudential is currently nodifying part of
our adm nistration system and expert projection totals
to potential l|anding spots as we've seen with sone
other carriers. W've been doing that for Maryland --
we're doing that with our individual business, with
our group business. Only 14 percent of our group
pol i cyhol ders have the automatic inflation, thus there
really is not a significant nunber that are a benefit
I n our group market.

So at this time there is no plan to make the
inflation [anding spot to our group products.

In conclusion, Prudential is commtted to
eval uati ng our experience on an annual basis. The

process to revi ew experience and set assunptions at
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Prudential is not taken lightly. It starts with

gat hering experienced data and running policy data to
get actual and effective results. These actual
expected results are analyzed for trends and
experience and conpared to current assunptions.

| ndustry data is analyzed as well where
appl i cabl e and avail abl e.

The assunptions are discussed within
I nternal managenent for overall review and actuari al
soundness of the nethodol ogy, judgenent and experience
updat es.

Once managenent is in agreenment, it enters
an approval process that begins within our business
unit and it goes through several different |ayers of
assunption and insurance risk oversight commttees
within the conpany and it's ultinmtely approved by the
conpany's chief actuary.

Prudenti al experienced the valuation basis
change in 2018 that resulted in 946 mllion increase
in the active life reserves. This was -- primarily
reflected the increase in norbidity margi ns that we

saw in our 2018 experience.
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In addition, sustainable life reserves wer
i ncreased by 36 mllion and our assets adequately
i ncreased by one billion.

Prudential's commtted to hel ping the
policyholders in these tough tinmes both in Maryl and
and nationwi de. And, again, | appreciate the tinme
you've given us to speak on this matter.

COW SSI ONER REDMER:  Thank you, Keith.

Is Prudential still writing new business?

MR. BURNS: W are not. W closed down in
2012 with sone lingering groups that went well beyon
2012.

COW SS| ONER REDVMER:  And t hese forns, whe

were they sol d?

e

d

n

MR. BURNS: So GLTC2 was primarily sold back

in the late 1900s to in -- and it really kind of

continued for a while in the group business. Things

are kind of done at the group client level. So we h
a contract with the group to sell like, for exanple,
GLTC2, sonetines the sales would continue to go for

while until we could work with the group to convince

themto go to a different product I|ine.

ad

a
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So, primarily the GLTC3 started up in 2002
and GLTC4 started up in 20009.

COW SSI ONER REDMER: Ckay.

And |'m just curious and you m ght not know
the answer to this, but did the experience change much
fromthe 1990s to 2009 and '10 as it relates to |ike
the voluntary | apse rate?

MR. SWTZER: Sure. So for exanple, the
GLTC2 product line was priced nore than the three,
four percent ultimate -- I'msorry, the four percent
ultimate | apse rate where GLTC4 was priced years
| ater, was priced at one and a half.

COW SSI ONER REDMER: Okay. Keith, you
menti oned actuarial projection tools to handle
I nflation [anding spots for individual business.

Not to hold you to anything, but is there a
rough time line on that?

MR. SWTZER. We are seeking to inplenent
that this year. So we do anticipate sonme future
filings on our individual businesses that should be
coni ng soon.

COW SSI ONER REDMER:  Thank you.
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So, for these three fornms, for the first one
the first increase is seven years, second one the
first increase in 14 years, the |ast one was first
I ncrease in 18 years. As was alluded these cane out a
little later relatively speaking in terns of appearing
In general in 2001, 2012. Wiy did it take a little
while for the first increase?

MR. SWTZER: So, that's a tough question to
answer .

VWhen we | ooked at it there wasn't a | ot of
prem um on that bl ock of business nationw de. | know
Maryland is a little bit of an exception to the rule
but Maryl and does represent, | think, about 20
sonet hi ng percent of our population on the GLTC2
product .

But nationwide it's a small nunber.

We were | ooking, you know, for trends and
t endenci es of where that product was going.

You know, | think in ternms of volatility of
those, the lines of not a | ot of policyhol ders and
premuns. | think there was a little bit nore of

those credibility issues. W're really not exactly
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sure what is trending. W did do an extensive deep
dive into our assunption for norbidity this |ast year.

That's actually gone on for a couple of
years now. It ended |last year, we did continuously
| ooked at it. But a big deep dive |ast year which
gave us a little nore confidence as to what those
assunptions are and what they wll be.

COW SSI ONER REDMER:  Thank you.

MR. JI: For the GLTC2 just discussed, you
originally asked 106 percent rate increase. And that
| ooks like a lot. Can you just tell how was that
deter m ned?

MR. SWTZER So it was the nunber that cane
up in sone prelimnary | ooking at the product line as
far as, you know, sonme of what the maxi mum woul d be
that we could justify based upon limted information.
We then later solidified some of the assunptions, and
actually the assunptions turned out to be a little bit
worse than we originally thought. But when we did the
extra step and realized it was worse, we chose to not
change that nunber. At Prudential we still believe

that we want to share in the | osses, so we know we can
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justify nmore. But we decided to |eave it based upon
t he nunmber that we had prelimnarily increased based
on the limted anmount of information.

MR. JlI: OCkay. |Is the way you nentioned
share the | osses, how nmuch of the loss is sought by
t he conpany?

MR SWTZER: So, | tend to |look at it nore
fromthe | oss ratio perspective that, you know, we
could -- the loss ratio that we're currently targeting
with the rate increase is still nuch higher than what
was originally targeted by pricing requirenments, you
know, prior.

| believe the GLTC2 product line is con ng
I n about the md 90s in terms of loss ratio. G.TC3 is
runni ng about, | want to say about 104 and our GLTC4
IS runni ng about 84 percent.

So all those are pretty significant |oss
ratios that | think do denonstrate that Prudential is
sharing in those | osses as well as, you know,
obviously we're the additional reserves that we're
setting up that we don't anticipate to only recoup a

limted amount of those in terns of the rate increase.
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MR. JlI: Under GLTC4, it's areally fairly
new product |ine.

| would like to know what kind of courses
you pick and -- you took for the assunptions in the
future?

MR. SW TZER: What kind of?

MR. JI: | nmean, any actions you take to
| nprove the assunptions for the future.

MR. SW TZER: Got you.

So one of the things that -- maybe I']
answer it a couple different ways.

One is, you know, the heightened way we're
| ooki ng at assunptions and trying to stay on top of
them We've added sone staffing to that effort to
really try to make sure we're giving it -- everything
an extensive | ook. And then making sure that that is
as clean as possible. Just so we know -- because |
think the nore we know today, the better we can
predict in the future.

We are looking in the process noving to
first principles as well, that will not happen until

2020, but we have started that process and are noving
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towards it.

We're al so | ooking at, you know, | ooking at
opportunities to |l ook at the clainms nanagenent side of
things and try to do a few things that m ght help, you
know, keep things nore in line fromthe managenent
perspective. Thank you.

COW SSI ONER REDMER: Okay. Thank you.
Appreciate it.

And that takes care of the two carriers.

And there's nobody el se signed up to speak.
"Il see if anybody in the audience would |ike to ask
any follow up questions. |If not we will nove to the
phone.

I's there anybody on the phone that would
have any comments to make?

Al right. 1'Il ask one nore tine.

Al right.

Hearing none, that is all that we have on
our agenda. We will adjourn the neeting. For those
of you that participated by phone, thank you for
dialing in and thank you to the carriers for being

here. Thank you.
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(The hearing concluded at 2:31 p.m.)
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REPORTER S CERTI FI CATE
State of Maryl and
County of Baltinore, to wt:

|, KENNETH NORRI'S, a Notary Public of

the State of Maryl and, County of Baltinore, do hereby

certify that the within naned parties personally
appeared before ne at the tinme and place herein set

out .

| further certify that the hearing was

recorded stenographically by me and this transcript
a true record of the proceedings.

| further certify that I am not of
counsel to any of the parties, nor in any way
i nterested in the outconme of this action.

As witness ny hand and notarial seal
this 14th day of My, 20109.

<% 055, Si gnat ur e%

KENNETH NORRI S
Notary Public
My Conm ssion Expires: 7-07-22

IS
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