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LONG- TERM CARE HEARI NG
Maryl and I nsurance Adm nistration
Remote (Zoom) Long-Term Care Hearing
May 20, 2021
2:30 PM - 5: 30 PM
PANELI STS:
Kat hl een A. Birrane, Comm ssioner
kat hl een. bi rrane@maryl and. gov
Todd Switzer, Chief Actuary
todd. switzer @maryl and. gov
Davi d Cooney, Assoc. Comm ssioner, Life and
Heal t h
davi d. cooney@mar yl and. gov
Jeff Ji, Senior Actuary
jeff.ji@maryl and. gov
Adam Zi mmer man, Actuary
adam zi mmer man@mar yl and. gov
Craig Ey, Director of Communications
craig.ey@maryl and. gov
ALSO PRESENT: Members of the General Public

Reported By: Al lison Shearer, RPR
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*** HEARI NG COMVENCEMENT 2:37 P. M ***

COWM SSI ONER BI RRANE: W&l conme everyone
and thank you for attending today's hearing. W
name i s Kathleen Birrane and | serve as the
Maryl and | nsurance Conmm ssioner. This is the
Maryl and I nsurance Adm nistration's first public
hearing on specific carrier rate increases for
| ong-term care insurance in 2021.

And today's hearing will focus on several
rate i ncrease requests now before the MA. I n the
I ndi vidual | ong-term care market, these include
requests from

Provi dent Life and Accident |nsurance
Conmpany, which originally filed increases of 57.2%
to 193. 0% dependi ng upon the inflation coverage
option, benefit period, and previous 3.8% | andi ng
spot el ection.

And by Genworth Life |Insurance Conpany,
proposi ng i ncreases of 101% for all policyhol ders,

except those policies that were issued to people
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aged 70 or older for policies that do not have
I nflation.

I n addition, RiverSource Life Insurance
Conmpany i s not proposing to increase rates, but
t hey have filed for new benefit reduction options
for policies already in force.

Combi ned, these requests affect about
8,498 Maryl and policyhol ders. The goal of today's
hearing is for representatives from Provi dent and
Genworth to explain their reasons for the rate
I ncreases they requested and for a representative
from Ri ver Source to explain the new benefit
reducti on options.

W will also listen to coments from
consunmers and other interested parties. The MA is
here to listen and ask questions of the carriers
and consuners regarding the specific rate increase
requests.

Before we get started, let ne take a
nonent to introduce the people who are here with ne

fromthe I nsurance Adm ni stration.
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First, we have Todd Switzer who is our
Chi ef Actuary; David Cooney, the Associate
Comm ssioner of Life and Health; Adam Zi mmer man,
Actuary; Jeff Ji, Senior Actuary; and Craig Ey, the
Director of Communications fromthe MA is here.

And if you have questions or any
technical issues and you're able to access the chat
function, you can of course say that to everybody,
but you can al so message Craig separately,
particularly with any technical concerns.

So let me just take another nonment and go
over some of the procedures that we are going to
foll ow today.

First, when it's time for public

comments, we will call first on the nmembers of the
public who are registered to speak in advance. |If
you didn't RSVP, but you still would Iike to speak,

that's okay. Just use the chat window to alert us
and when you're asked to speak, use whatever nane
you would like to see appear in the transcript. To

the extent that time and technol ogy permts, we
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wll call on you and unnmute you so that you can
speak.

Second, with the exception of MA staff,
this hearing is not a question-and-answer forum
Comments frominterested parties were received and
reviewed in advance of the neeting and Todd Switzer
will give us a very brief high-1level overview of
the key el enents of those public coments by
i nterested parties.

The M A will continue to keep the record
open until Thursday, May 27, 2021, for additional
witten testinmny or comments. The transcript of
today's neeting, as well as the recording wll al
be posted on the M A s website on the long-term
care page.

The long-term care page can be found at
the MA s website by clicking on the "Long-Term
Care" tab, which is |located right under the "Quick
Li nks" section on the |left-hand side of the hone
page.

So as a rem nder, and as you heard a few
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seconds ago, we do have a court reporter on the

| ine today to docunent the hearing so when you are
called to speak, please start by saying your nane
and your affiliation clearly for the record.

Pl ease spell your last name for the court
reporter's convenience.

To ensure excellent sound quality
t hroughout the hearing, we ask that you please stay
on nmute unless you are speaking.

Ckay. So we will ask the carriers to
speak first today regarding their filings and we'l/l
call themin just A-to-Z order and afterwards
I nterested stakeholders will be invited to speak.

And now I'm going to turn it over to Todd
Switzer who has a few comments to nake.

MR. SW TZER: (Good afternoon. Seven
Maryl and consunmers submtted public comments and
we're appreciative very much of those conments.

A few quotes fromthemas | went through
t hem st ood out and a couple were: "I purchased

this policy for piece of mnd and security against
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the infirmties of old age. |It's not right that
after two decades of premumincreases | haven't
secured a policy that | can keep for the rest of ny
life."

Anot her was that: "Options and costs
shoul dn't be negotiable at this time in one's
life," meaning over age 65, and a |ast one was:
"The increases are gigantic, extraordinary requests
to the point that they're not insurance anynore."

So we figure all these in and it led ne
to want to communicate sonme of how when ny team and
| reviewed these rate fillings, what the outcone
I's, how we figure this in, how we figure in keeping
a stable, financially viable market.

In the filings that we | ooked at in 2020,
t he average approved loss ratio was 111% Let ne
explain that, please. 111% | oss ratio neans that
for every dollar of prem umover the life of the
policy, we've asked the carriers to pay $1.11 in
claims. So absorbing expenses.

And al so in that nunber, when these
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policies were introduced in the early '80s,
generally the intention was to have a net incone of
a positive 25% of net income and this 111% t hat

we' ve approved equates to a negative 25% net

i ncone. So sharing the burden of what's happened
here is inplicit there.

| wanted to make that known and al so
share that sonme of the things that we consider are
multi-year rate increases to danpen and spread
costs over nmultiple years, not 15% after 15%

We' ve approved 10, 7, 5, etcetera, so exenpt in
benefits |ike two-year benefits or no inflation
benefits, so exenpt policies with very |ow

enroll ment. W' ve approved | ess than half of what
has been requested of us in recent years.

We insist that investnment inconme be
brought into the nodeling, in addition to clains
and expenses and we've raised the ideas of having a
ceiling on how nuch a prem um can increase over the
course of a policy.

We' ve | ooked at states |ike Washi ngton
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State that's instituted a state plan with a base of
$36, 500 benefit. We don't |ook at the policies
pi eceneal, just the filing. W look at the whole
bl ock that a carrier has. W ask for rate locks to
have some respite fromrate increases; in a year
where after increases have been inplenmented, that
there's a no increase the conpany commts to for a
year or two.

And | astly, we've asked for delays during
t he pandem c, that even if we've approved
sonmething, to wait on inplenmentation.

So in closing, we're trying to seek a
bal ance and on the one side fromthe consuners, |
think -- fromthe insureds rather -- a way to
communi cate -- and one of the consunmer's questions
was why and we do want to try to convey why.

A major carrier that had a high capital
surplus in 2015 of $3.8 billion and as of 2020,
that's $2.1 billion. So 44% decline. W attend
the earnings calls. W try to keep an eye on that

thing -- on that nmetric rather and on the other
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Side are the consuners.

One of the filings in front of us
proposes to raise a premiumultimately from $1, 500
a year to $16,000. Tenfold. And that's why what
rel ayed a few m nutes ago, we have cut back and we
have resulted in the |loss ratios we've conveyed.

So our hope is that these nmeetings -- we
know there is a long way to go to make things
better for all parties and we hope that these
meeti ngs generate ideas and di al ogues that help
make things better because, again, | know problens
remain, to state the obvious, and we're trying to
attack themw th diligence and earnestness. So
with that, I will turn it over to ny colleague,
Adam Zi nmer man

COW SSI ONER Bl RRANE: Thank you, Todd.

MR. ZI MMERMAN: Thanks, everybody. MWy
name is Adam Zimerman. |'man actuary with the
Maryl and I nsurance Adm nistration. | just want to
apol ogi ze in advance for having nmy video off.

Prior to this call | ran into sone techni cal
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difficulties where ny video is |agging
significantly and so for everybody's sake, |I've
just elected to turn it off.

But prior to hearing the testinony on
behal f of the conmpanies today | just wanted to
di scuss three itens; the first of which wl
pi ggyback off of what Todd has just tal ked about
regarding rate approvals.

The second one is the standal one | ong-
termcare marketplace in Maryland in 2020 and the
just a fewitens related to COVID-19 and its inpact
on |l ong-term care.

So to begin, in 2020, as Todd pointed
out, we |ooked at 44 -- excuse ne -- we reviewed
and approved 44 |long-termcare rate filings with an
average lifetinme loss ratio of 111% and these 44
filings inpacted approximtely 50,000 Maryl and
pol i cyhol ders.

As initially filed, the average request
bet ween all of these filings was for a 70.4%rate

I ncrease and the average approval granted was for a
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31.4% rate increase.

For those that may not be aware, Maryl and
does have a long-term care annual rate cap of 15%
in their regul ations and so any approval that was
granted over 15% woul d have been phased-in over

mul tiple years as Todd was relaying in his

comrent s.

Due to these approvals, the end-al
result is approximately $49 mllion less in prem um
i ncreases than originally sought. You know, when

| ooki ng at every inpacted policyhol der, the full
rate i ncrease requested was approved. Conpared to
what was approved, the difference is approxi mtely
$49 mllion for Maryland policyhol ders.

Simlarly, so far in 2021, eight |ong-
termcare rate filings have been approved i npacting
approxi mtely 23,500 Maryl and policyhol ders.

As initially filed for these eight
filings, the average request was for a 95.8% rate
i ncrease; average approval was for a 28.4%rate

I ncrease. And again, any approval over 15% woul d
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be phased-in over nmultiple years due to Maryl and's
annual rate cap.

The resulting approvals granted by the
MA results in approximately $46 mllion in |ess
prem um i ncreases than originally requested from
the carriers.

Moving on to the state of the market. In
2020, there were approximately -- or sorry. There
were 13 conpani es that were approved to sell
i ndi vi dual standal one | ong-term care insurance
products in Maryland and from the annual statenents
that were submtted earlier this year, it's
estimated that there are approximtely 1,094 new
policies issued in Maryl and between these 13
conmpani es for the standal one | ong-term care narket.

One thing we wanted to highlight is that
we are continually nonitoring the market dynam cs
bet ween the standal one | ong-term care insurance
mar ket pl ace and the hybrid | ong-term care insurance
mar ket pl ace.

For those that may be unaware, a hybrid
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| ong-term care insurance product is one that is

purchased al ongside life insurance or an annuity
product in which long-termcare benefits can be

used shoul d a policyhol der require one.

And finally, the inpact of COVID-109.
We'll talk briefly about that. Currently the |ong-
terminpact -- and so by long-term I'mreferring
to 5, 10 years into the future -- of COVID- 19 on
| ong-term care rates remains uncertain.

However, generally speaking, in the short
term throughout 2020, |long-term care experience
data has shown increased nortality rates for
policyholders in nursing homes and in addition,
slightly inmroved norbidity rates either because
new cl ainms were delayed due to fear of entering a
nursing home or assisted living facility or new
clains originated at hone.

In the short-term this has resulted in
i nproved financial performance for conpanies
offering long-term care insurance.

For conpani es seeking a rate increase,
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the MA is requiring carriers to quantify how this
| nproved experience and reflect it inits
projections offered in support of the rate

I ncreases.

One thing we want to point out is that
| ong-term care insurance is usually held for
decades and so as such, in the long-term as nore
peopl e become vaccinated for COVID-19, it remains
uncertain how future experience will devel op.

I n general, one or two years of inproved
cl ai s experience may not be enough to offset the
mul ti ple past | osses of poor clains experience that
| ong-term care insurance carriers has seen.
Addi ti onal considerations for COVID-19 on the |ong-
terminpact include, but are not limted to:

- As nore people become vaccinated, w |
clainms incident rates converge back to nornal
| evel s? WIIl we continue to see a shift in clains
t owards hone care as opposed to nursing hone and
assisted living facilities.

If so, will this require a greater demand
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for home health aides and if there is a greater
demand for home health aides, could this result in
I ncreased hourly wages for hone health aides, which
could potentially increase the costs of long-term
care services rendered in a home care setting.

- For the first few nmont hs of 2020,
during the | ockdowns, doctors' visits were often
forgone and so has this delayed care as a result of
COVI D exacer bated health probl enms, which
subsequently caused policyhol ders to becone
eligible for long-termcare benefits today who
ot herwi se woul d have been -- you know, who would --
i f they woul d have attended their doctor regularly,
woul d have caught this diagnosis and potentially
del ayed the onset of long-term care benefits being
needed.

- And finally, for the long-term --
sorry. For the COVID "long haulers,” how do the
| ong-term effects of COVID i npact a person? 1|s a
COVID "l ong hauler"” nore susceptible to requiring

| ong-term care services in the future?
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As cl ainms experience devel ops with COVID
in the long-term setting, hopefully sone of these
answers will beconme nore clear, but one thing is
that the MA will continue to nonitor this claim
experience as it devel ops.

So with that being said, I want to turn
It over to the Comm ssioner who will call the first
conpany to provide their comments.

COW SSI ONER BI RRANE:  Thank you,

Adam | think both you and Todd have done an
excellent job of trying to contextualize how it is
t hat we consider these filings; how we have
traditionally processed them you know, the

consi derations that we bring to bear; and the

bal ance that we're trying to reach.

So as we nove forward, as we consider the
rate increases that are currently before us, we
want to give the conpanies the opportunity to
articul ate the bases for those increases.

As | said, this is not interactive for

anyone other than the MA, but our actuaries wll
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articulate their questions with regard to the

filings on this presentation.
So let's start with M. -- and |
apol ogize if | m spronounce your |ast name. |Is it

Jaso? Jaso?

MR. JASO. It's Jaso.

COVWM SSI ONER BI RRANE: Jaso. Okay --
with Genworth Life Insurance Conpany. So M. Jaso,
i f you would just introduce yourself and your
position and happy to hear your presentation.

MR. JASO. Sure. Good afternoon. My
name is Matt Jaso, spelled J-A-S-O. | am a
director in Genworth's long-term care insurance
busi ness.

Comm ssi oner Birrane, thank you and the
Maryl and I nsurance Adm ni stration team for hol ding
today's virtual hearing and for providing Genworth,
our policyholders an opportunity to discuss our
| ong-term care insurance policies. 1'd also like
to thank all of the policyholders for your interest

and participation.
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Genwort h understands that your |ong-term
care insurance coverage is inportant to you and so
we wel cone this opportunity to participate in
t oday' s heari ng.

During this unprecedented period,
Genworth understands our ability to support,
service, and protect you, our policyhol ders, is of
absol ute inportance. W take this very seriously
and confirmour conmmtnment to being there for our
pol i cyhol ders when they need us.

Genworth has been selling long-term care
I nsurance in the State of Maryland since 1978 and
currently provides coverage for approximtely
29, 000 Maryl and policyhol ders and approximately 1.1
mllion policyholders nationw de.

' m here today to speak specifically
about our current long-termcare premumrate
I ncrease filing, which is pending with the Maryl and
| nsurance Adm nistration.

Genwort h understands how difficult

prem um i ncreases are for our policyholders so we
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are commtted to providing information that
expl ains why rate increases are needed.

We al so want to discuss the various
options we offer our policyholders and the ways we
assi st each of you to make informed choi ces about
your specific LTC i nsurance needs.

Genworth is currently seeking rate
I ncreases on an individual product issued between
2002 and 2005.

When we priced this form we utilized
prof essional actuarial judgnment to devel op
assunptions that | ooked as | ong as 60 years into
the future. Genworth enploys our best efforts to
conpl ete a thorough, professional assessnent at the
time of original pricing and we eval uate the bl ocks
on an ongoi ng basis.

Since 2010, claiminformation has nore
t han doubl ed for Genworth. We have seen that
clainms continue to cost nore and occur with higher
frequency than originally anticipated.

We are sensitive to the inpact these rate
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I ncreases have on policyhol ders and Genworth is
sharing in the cost of these rate increases.

Genworth has suffered approxi mtely $6 --
" m sorry -- approximately $3.6 billion dollars of
| osses on LTC | egacy bl ocks cunul atively through
year-end 2020 and will continue to experience
significant | osses on these Iines of business.

We have stated that we have no intention
of ever taking a dividend out of the conpani es that
hol d these policies. These bl ocks of business are
bei ng managed solely for the benefit of
pol i cyhol ders and these rate actions will go
directly to support the clains-paying ability of
t he conpany.

It is our intent to act in a tinmely
manner, work diligently with regulators to obtain
approval for the proposed rate increase, and seek
to avoid nore significant premumrate increases
t hat woul d otherw se be required when the average
attai ned ages are higher.

| also want to highlight some of the
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COVI D 19-rel ated consi derations that have inpacted
the long-termcare industry and Genwort h.

G ven our industry, we are uniquely
positioned to understand the devastating inpacts of
COVI D-19 on sone of the nost vul nerable in our
communi ties, older adults.

Consi dering our average claimant is in
their early 80s, we appreciate that this particular
popul ation is at high risk for contracting and
suffering serious effects fromthe coronavirus.

Genworth inplemented a conprehensive
COVI D-19 community outreach plan to assist those
nost chall enged in our comunities. We initiated
outreach to |l ocal nursing homes and assisted |iving
facilities and created programs to respond to
soci al isolation anong seniors.

I n addition, the Genworth Foundati on has
made contributions to safety net organizations in
the communities in which we have offices, many of
whi ch provide care and services to the elderly. As

a gl obal organi zation, Genworth has created and
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mai nt ai ned business continuity plans across all of
our businesses.

Despite the changes we have made to our
operations in |ight of COVID-19, careful planning
has all owed us to continue the operation of
critical functions, including policy adm nistration
and nopst inportantly, paynment of policyhol der
cl ai ms.

Overall, Genworth has observed what is
believed to be a tenporary decrease in new clainms
potentially due to reluctance that sone
pol i cyhol ders feel about noving into facilities or
havi ng sonmebody outside conme into their honme and
take care of them

Publicly avail able information indicates
that this is an industry-w de phenonenon. W
believe that incidence is likely to return to
pre-pandem c levels in the future.

In addition to a tenporary decrease in
new cl ai ms, COVID has al so accelerated a shift from

facilities to home care services. We believe this
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I ncrease was i nduced by concerns over well -
publicized COVID-19 infection rates in LTC
facilities.

Now, although we are seeing | ower
i nci dence and shifts to home care services, recent
home care experience metrics show higher benefit
utilization for those newer clains relative to
hi storical |evels.

Whil e the ongoing inpact of COVID-19 is
very difficult to predict, the related outcones and
| npact on our LTC business wll depend on the
| ength and severity of the pandem c and speed of
econom c recovery. There is significant
uncertainty as to the long-terminpacts of COVID on
overall morbidity and on the health of the general
popul ati on.

We have not changed our |ong-term
assunptions based on recent COVID experience. W
continue to track business performance to help
refine our expectations, but it remains too early

to tell how recent trends may i npact |onger-term
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financial results.

LTC is a very long-term product and we
project prem uns and clainms over a 60-year period.
Events in any given year, while tragic in-and-of-
t hemsel ves, are unlikely to materially change
overall projections for the future.

Genworth's nunber one goal is to ensure
our clainms-paying ability for all of our
policyhol ders. Actuarially-based premumrate
i ncreases or equival ent policy adjustnments are an
| nportant conponent to achieving this over the life
of these policies.

As it relates to the specific rate
i ncrease request at this time, Genworth issued
Choice | policies fromApril 2002 to October 2005
under policy form nunmber 7035. We are seeking
premiumrate increases of 101.1% for policies with
| ssue ages below 70 that include a benefit
i nflation option.

Acknow edgi ng Maryl and regul ati on,

Genworth would be willing to inplement the
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requested rate increase over five years with no
nore than a 15% i ncrease in each year. This rate
i ncrease will inmpact approximately 5,700 Maryl and
pol i cyhol ders.

| npact ed policyhol ders have had
cunul ative rate increases of 101% for policies with
lifetinme benefits and 98.5% for policies with
limted benefits.

On the Choice | product, the objective of
the Genworth's Multi-Year Rate Action Plan is to
get closer to a breakeven point. This plan has
remai ned | argely unchanged as the rate increases
continue to be pursued.

In the future we expect to file for
additional rate increases on this product above the
specific request we're tal king about today. W
wi |l not make noney on these policies. As such, we
are absorbing a significant share of the cost of
deteriorating clains experience.

We understand that prem um increases can

be a trenmendous burden for our policyhol ders. W
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know this because we talk to our custoners every
day. To support our policyhol ders we have a

dedi cated team of specially-trained customer
service representatives whose sole responsibility
is to take calls related to rate increases.

Qur custonmer service reps are ready and
willing to help our policyhol ders understand their
options so they can determ ne the best course of
action for their individual situation.

We al so have informati on on our website
t hat provides policyhol ders with additional
i nformati on on "Why Increases are Needed," options
t hey may have, "The Val ue of Coverage," and
"Frequently Asked Questions."

We continue to offer policyhol ders
subject to a rate increase a variety of options.
They can choose to pay the full anmount of the rate
I ncrease and maintain their current |evel of
protection.

From our overall nationw de experience on

the rate increases we have inmplenmented since 2012,
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even with the variety of options provided, we have
seen approximtely 62% of our policyhol ders choose
to pay the higher prem uns.

Or, instead of paying higher prem uns,
our policyholders can make custom benefit
adjustments to find the right bal ance of
affordability and protection for their individual
si tuation.

For policyhol ders who no | onger can
afford or want to pay any future prem uns and who
do not otherw se qualify for another option to
mai ntain the policy while ceasing to pay prem uns,
we voluntarily offer a nonforfeiture option that
equals a "paid-up policy."

Wth this option, if the policyhol der
becones claimeligible, Genworth will reimourse
el i gi ble expenses up to the anount of prem um paid,
m nus any clainms that we previously paid. In
addition, a policyholder would still have access to
t he care coordination services that our conpany

provi des.
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Wth a full approval of the rate increase
requested, Choice | policyhol ders would be offered
our new Lifetime Stable Prem um Option, which has
been submtted for approval to the Maryl and
| nsurance Adm nistration.

This option is designed to have a
reduced, but still mnmeaningful set of benefits and
provides the stability of a lifetinme premumrate
guar ant ee.

This new option is the product of our
comm tment to designing innovative solutions for
pol i cyhol ders facing substantial rate increases.

For many policyhol ders, the Lifetine
Stable Premum Option will significantly mtigate
t he inpact of the rate increase, provide neani ngful
protection against an LTC event while al so
providing certainty about future rates with the
i fetime guarantee.

At this time, | also want to acknow edge
that Genworth is currently inplementing a class

action settlenment that generally applies to Choice
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| policies. Under the terns of that settl enment,
certain Choice |I policyholders will receive a
special election letter with options to reduce
their policy coverage and some of these options may
al so include the opportunity for a cash danmages
payment .

These policyhol ders may choose one of the
settlement options or may instead choose to keep
t heir coverage unchanged. OQur specially-trained
custoner service teamw |l be available to assist
our Choice | policyholders with questions regarding
t he special election options.

The settl enment and special election
options are not part of a rate increase and are
conpl etely separate fromthe pending rate increase
request for this policy form

| hope that the comments today have
denmonstrated that Genworth actively manages our
business to try to ensure that we'll be here for
our policyhol ders when they need us nost; to nake

sure we are avail able to provide the answers you
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need; and to pay eligible claims, if and when those
needs should ari se.

To date, Genworth has paid over $22
billion to our policyholders on nore than 300, 000
claims for eligible long-termcare benefits.
Genworth is commtted to keeping our prom ses for
our custoners and paying all eligible clains.

Agai n, actuarially-based premumrate
I ncreases or equival ent policy adjustnments are an
| nportant conponent to our ability to do so over
the Iife of these policies.

Genworth is in a unique position relative
to other carriers with a material LTC
concentration. Al nost 60% of our total reserves
back LTC liabilities and that analysis is projected
to increase to 65% by 2023.

Any reserves that are released due to
policyhol der el ections, including elective
term nations or reductions in benefits are used to
support the LTC busi ness.

As | previously noted, GLIC does not

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




o o0 A~ W DN

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

Page 33

Intend to use any capital or collected prem um for
anyt hing other than supporting the clainms-paying
ability of the conpany.

The conpany has not contri buted any
di vi dends over the past six years to its parent
conpanies. The |ast dividend was paid on August
31, 2015 in the anount of $7.5 mllion to Genworth
Hol di ngs.

Genworth Financial has publicly informed
its investors on multiple occasions that it assigns
no value to Genworth Life Insurance Conpany, as
managenent does not anticipate that Genworth Life
| nsurance Conpany will pay any future dividends to
its parent conpani es.

You may al so be aware that Genworth
term nated the merger agreenment with Oceanw de on
April 6th, 2021. As we've publicly discussed
before, the strategy for managing the LTC in-force
busi ness and need for premiumrate increases does
not change with or wi thout the transacti on.

I n conclusion, Genworth renains commtted
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to working with the Maryl and | nsurance
Adm nistration to i nplement actuarially-justified
rate increases in a reasonable and responsible
manner keeping in mnd policyholder interests and
concerns.

Comm ssioner Birrane, Genworth
appreci ates the opportunity to participate in
today's hearing and |I'd be happy to answer any

guestions from you or nmembers of your team

COW SSI ONER BI RRANE: Thank you. | do
have a few. ' m going to ask a few high-1level
questions and |'m sure ny actuaries will have much

nore detail ed questions, but just a couple of
points | want to clarify.

So you indicated that the |ast dividend
t hat was issued by Genworth to its parent was paid
on August 31st of 2015. So there haven't been any
for six years, but obviously there were dividends
paid prior to that time period --

MR. JASO. Yes.

COWVM SSI ONER Bl RRANE: -- correct?

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




o o0 A~ W DN

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

Page 35

MR. JASOC: Yes, there were. That's
correct.

COWM SSI ONER BI RRANE: And do we have any
concept of what that amount would be? Let's just
say in the 2000s. These policies were issued
starting in 2002, correct?

MR. JASO. Yes. Yes. The rate request
we're tal king about today is on the policies only
I ssued in 2002 and 2005.

COWM SSI ONER BI RRANE: Ri ght.

THE W TNESS: Conm ssioner, | actually do

not have that specific dividend information, but we

can certainly follow up -- follow up on that.
COW SSI ONER BI RRANE: |'m not sure how
critically inportant that full detail is, but |

guess what | want to highlight is the fact that
during the period of tinme that these policies were
in force and, you know, prem um was being collected
t here were dividends that were being paid.

| appreciate and appl aud the deci si on not

to pay any further dividends, but, you know, the
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conmpany was taking dividends and giving --
provi ding dividends for its parent up until 2015.

MR. JASO: And | would -- | would just
kind of add to that is that while that is true,
with |ong-term care, experience continues to
devel op and we're kind of learning -- we're
| earni ng new information as time goes on.

So specifically since 2014 we have made
significant updates to our assunptions, which
aligns with the decision to stop paying those
di vi dends.

COWM SSI ONER Bl RRANE: Sure. And we
coul d probably have all kind of discussions about,
you know, when conpani es became aware that its
actuarial projections were not as strong as they
t hought they were to begin with in terns of before
t hese products cane out.

The other thing | wanted to ask about is
| just want to make sure | understand the terns
t hat you had indicated that you wanted to get

closer to a breakeven point so that you're not
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maki ng money from the products at this point in
time.

But are you -- and this goes back to --
and Todd can say this in a nuch nmore articul ate
matter than | can, but as you were listening to
Todd and Adam tal k about sort of what our
obj ectives have been and the idea of what is the
conpany's piece of absorbing.

So for exanple, the average of M A being
that for every dollar received in premum the
conpany is paying out $1.11 so that there is not
just a breakeven point, but there actually is
partnership on the part of the conpany in ternms of
sharing the burden of the unexpected changes in
experi ence.

And so along those |ines, perhaps you
could share with us, and perhaps specifically with
respect to this block, where you would be on that
conti nuum

MR. JASO. Yeah. Sure. So as |

mentioned in my prepared remarks, we've had

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




o o0 A~ W DN

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

Page 38

significant | osses on our |egacy bl ocks, including
this particular policy form We have | ost noney on
a cunul ati ve basi s.

Goi ng forward, we expect significant
| osses on this block as well so we're | ooking for
the rate increase to help reduce those future
| osses.

COWMM SSI ONER BI RRANE: So | don't think
t hat was exactly the answer to nmy question, but we
may -- this may be one where you have to take it
offline to give us that nunmber or Jeff and Adam
maybe ask questions better than | do al ong those
| i nes.

And, you know, one of the things that
obvi ously we want to understand is what goes into
your equation. So when you're |ooking at what you

consi der the expenses you're absorbing versus what

you roll into, you know, the premuns that are
applied, I think we want to make sure that we have
clarity about that, but 1'Il |eave that to the
actuarial teamwho will say that in a nmuch nore
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articulate way than | can.

MR. JASO. Thank you for your questions.

COMM SSI ONER Bl RRANE: You're wel cone.

MR. SW TZER: Yeah, | did have a
guestion. And first, thank you. M question has a
preanble and it's this: That we've noticed that
with first quarter '21 financial statenments that
t he capital and surplus of the |egal entity has
grew by $200 mllion, which is good to see;
starting to get -- to strengthen.

We al so have seen and have heard from
your CEO and others on the earnings calls eight
consecutive quarters of long-termcare positive
ear ni ngs and when you even roll in long-termcare
with life insurance and the fixed annuities, the
| ast coupl e of quarters have been the best that
we've seen in years, and sadly for the reasons that
we have tal ked about earlier.

Thirdly, as you alluded, we've seen a
shift fromfacility care where in Maryland the

average cost a year is about $122,000 to honme care
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where the cost is closer to $55,000; 55% nore
pronounced cost reduction in Maryland than
nati onwi de, which is nmore |like a 42% decrease.

And that we've had -- we've asked you
about the sensitivity nodel about that shift from
facility to home care and the thought of
counterpressures to that indicating potentially
that utilization shift we're in the m ddl e of
tal ki ng about.

So with that my question is -- | heard
you say that we have not changed our |ong-term
assunptions based on COVID; it's too earlier to
tell. And nmy question is: So have the benefici al
financial impacts that have been seen observed so
far, are they -- have they been projected to be
conpletely offset in the future?

MR. JASO. Yeah. Todd, that's a very
good question. You're right. W have had sonme
profits over the |ast few quarters and as you
mentioned, it is -- you know, that COVID has been

absol utely devastating to ol der Anmericans.
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You know, going forward, we really do not
at this tinme, you know, have any reason to change
our | ong-term expectations from COVID. W are
nonitoring it. W want to make sure, you know, we
under st and what's happening. Long-term care, as
you know, is very conplicated and there's |ots of
di fferent assunptions.

And so, you know, for instance, we're
seei ng people are going on claim Today, sone of
the newer claims, while those incidence are down
and maybe there are nore happening on the honme care
side, the benefit utilization is actually higher.

So there's lots of offsetting inpacts and
we're still, like I said, nmonitoring that and
| ooking at it, but for the nonent it's not really
changi ng our long-term projections; and at the
noment we woul d expect to have really, you know,
significant | osses going forward over tine.

MR. SW TZER: Thanks. And to speak to
t he Comm ssioner's point, one thing we will discuss

with you further after this is with the request
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t hat you've made of us for rate increase, you have
nodel ed for us various scenarios and if we were to
grant theoretically what you've asked for, we would
see a lifetime loss ratio of 89%

And our thought was we noticed that the
| ong-termplan is for twelve 15% i ncreases and our
t hought woul d be that, you know, this current set
of -- subset of those 12 increases would get to
89% We think that the nore 15s after that, many
nore would get it down bel ow 85% We see 85% as
br eakeven.

So just interested in those nunbers and
just an advance notice of where our next iteration
m ght be as we try to work with you on these.

MR. JASO. Yeah. So the -- | know our
next route of our MYRAP (Multi-Year Rate Action
Plan) | think is planned for, you know, roughly 75%
on lifetime and it's in the 50% range on Unlimted.

| don't know exactly what |oss ratio that
has, but you're correct about the current -- the

current offering or ask would be around, you know,
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89% or 90% | oss ratio.

MR. SW TZER: Thanks.

MR. JI: This is Jeff Ji fromthe M. M
guestion is a followup to the Comm ssioner's
guestion. Can you give us a clear definition of
t he breakeven point nmeaning so we can have a better
| dea of that?

MR. JASC: Well, | think, you know,
overall with the breakeven; so, you know, generally
t hese products were priced at a, you know, roughly
65% |l oss ratio so we're not really trying to get
back to original pricing.

We know on the loss ratio it's -- you're
i ncl udi ng, you know, prem uns as well as cl ai s,
but there's other things that are not factored in,
you know.

It's hard for ne to say exactly a certain
percentage, but we're certainly not trying get back
to -- we're not trying to get back to pricing.

It's sonething south of 100% but ultimately it's

to the point where we're trying to reduce the
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| osses as much as we can without really making --
wi t hout making profits.

MR. JI: Okay. So | heard that you're
asking for a 101%rate increase. So after that, do
you expect nore rate increase requests in the
future?

MR. JASO. Well, yes. Yes. And as |
mentioned to Todd, there is another round after
this particular one.

MR. JI: Can you disclose how nuch nore
I n increases?

MR. JASO. | believe the next round is
roughly I think -- | don't have the exact nunbers,
but it's roughly 75% on the lifetinme and in the
50-55% range on the limted.

MR. JI: Okay. Thanks.

MR. JASO. | don't have those exact | oss
ratios in terns of what that relates to.

MR. JI: Thank you.

COWM SSI ONER Bl RRANE: Okay. Any ot her

questions from any nenber of the MA staff? Well,
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in that event, thank you very much for the
presentation and for your answers to our questions.
Obviously the rate request is under
review and I know you've had several conversations
with Todd and his team and | appreciate your
engagenent in the process, and for your testinony
today. Thank you.
MR. JASO. Thanks for the opportunity.
COW SSI ONER BI RRANE: Sure. So | will
now i nvite Jake Lucas and John Lenmpine from
Provident Life and Accident Insurance Conpany. |If
you gentl emen could introduce yourselves and your
position. Please remenber to spell your |ast nane.
MR. LEMOI NE: Great. Thank You,
Comm ssioner Birrane. Can you hear me? Great. W
name i s John Lenmoine, L-E-MO1-N-E, and Jake Lucas
Is with me here today. W' re appearing on behalf
of Provident Life and Accident Insurance Conpany,
which is a nmenber of the Unum U-N-U-M group of
fam lies.

So first of all, we do want to thank you,
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Conm ssioner Birrane, and the other members of the
staff of the Maryland | nsurance Adm nistration for
hol ding this hearing and we thank each of the folks
who are listening in or participating today.

| am an Assi stant Vice-President and
Legal Counsel for Unum s Cl osed Bl ock Operations
busi ness unit. Unum s Cl osed Bl ock business unit
I's conprised of products that Unum no | onger
mar ket s, including our |long-term care business.

Wth ne on the call today is Jake Lucas,
who is Unum s Chief Long-Term Care Pricing Actuary,
and he is also in our Closed Bl ock business unit.

A bit of history may help set the
groundwor k for our conments today. Unum exited the
| ong-term care market, the individual, in 2009 and
exited the group long-termcare market in 2012.

The vast majority of our LTC policies were issued
bet ween 1989 and 2012.

Unum has over 900, 000 | ong-term care

i nsureds nationw de, including approximtely 4,000

Maryl and i ndi vidual LTC policyhol ders and
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approxi mately 12,000 i nsureds covered under group
| ong-term care policies issued to Maryl and
enpl oyers.

As context for today's hearing, this
pending rate increase is focused on our bl ock of
Maryl and i ndividual policies witten by Provident
Li fe and Accident |nsurance Conpany that were sold
from approxi mately 2003 to 20009.

Under that block of policies, the total
nunber of Maryl and policyhol ders who woul d be
| npacted by this requested prem um i ncrease woul d
be approxi mately 500 insureds.

We at Unum take our comm tnment to our
| ong-term care policyholders very seriously. W
have a team of over 180 LTC professional s dedicated
to providing custonmer service and adm ni stering
benefits. Qur top priority is to nmeet our
obligations to each of our custoners, including
provi ding benefits in their tinme of need.

During 2020, we paid over $667 mllion in

| ong-term care benefits nati onwi de and over $14
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mllion in long-termcare benefits to Maryl and
I nsur eds.

Anot her priority of ours is to manage al
of our insurance products to ensure the financial
stability of our operating conpanies, both for the
short-term horizon and for long-term
sustainability. This is extrenely inmportant not
only for our LTC policyholders, but for all of our
pol i cyhol ders.

When Unum entered into the LTC business
in the |ate 1980s, we determ ned our prices using
t he best data available at that tinme applying
assunmptions and predictions about how future
experience woul d devel op.

Unfortunately, like many in the industry,
our actual experience in the years and even decades
since we issued these LTC policies has turned out
to be significantly different than the actuari al
assunmptions used to set original prices. These
devel opment s i ncl ude:

- I ndividuals covered under |ong-term

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




o o0 A~ W DN

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

Page 49

care policies are living |longer and hol ding onto
their coverage | onger than anticipated |leading to
nore cl aims being made than had been originally
projected. Also, once individuals are on claim

t hey are staying on claimlonger than expected.

- at the sane tinme, investnment earnings
on the reserves we hold to pay clains continue to
be significantly |Iower than originally projected,
gi ven the sustained and historically | ow interest
rate environnment.

As a result of the conbination of these
factors, our long-termcare block has suffered
significant overall |losses. In 2006, when the
financial reality of Unum s LTC business started to
become nore clear and credible, we filed our first
LTC rate increase to mtigate financial and
enterprise risk.

Our role -- our goal in the LTC rate
i ncreases we have requested on these individua
policies is not to generate profits, nor to recoup

any of the past | osses we have experienced.
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| nstead, the rate increase requests on these
policies have been ainmed solely at noving these
policies to a point of self-sustainability on a
go-forward basis. W want to ensure that our
reserves, plus premums for these policies will be
sufficient to pay all projected clainm and
expenses.

Wth that in mnd, the rate increases we
have requested nati onwi de on this block of
i ndi vi dual policy fornms represent only about 37% of
t he amobunts we could ask for as justified under the
actuarial requirenents in place when these policies
wer e issued.

The rate increase anounts we have
requested in this filing vary dependi ng on whet her
the policy provides a lifetime benefit duration or
a more limted benefit duration and whether or not
the policy's benefit amount includes inflation
I ncreases.

These requested rate increases reflect

the results of our nmost recent actuarial analysis
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of our actual and projected experience and include
amount s renmai ni ng outstanding from our prior rate
I ncrease requests that were limted by annual rate
i ncrease caps applied by the Maryl and | nsurance
Adm ni stration.

We understand that the Maryland | nsurance
Adm nistration typically limts rate increases to a
maxi num of 15% per year. As with our prior rate
requests, if the Insurance Adm nistration applies
such a cap to this request, we will continue to
seek increases in the future for the anmounts that
our actuarial analysis indicates are necessary for
t hese policies.

We al so note that we will continue to
noni tor and eval uate the experience of our |ong-
term care business over time as we are charged to
do under regul atory and actuarial standards.

| f experience devel ops adversely to our
nost recent projections, we may need to return to
Maryland in the future with additional rate

I ncrease requests.
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As an exanple of how we actively review
and eval uate our experience, we are nonitoring and
anal yzing the inpact of the COVID-19 pandem c. And
first, we want to acknowl edge the human i npact of
t he pandem ¢, which has been so sad and profound.

Second, when we | ook at the inpacts of
t he pandem c on our |long-termcare block from an
actuarial perspective, which we are obligated to
do, we have seen sonme near-termelevation in
nortality in our claimnt popul ation and sonme near -
termvolatility in the |Ievel of claimsubm ssions.

For a product |like long-term care where
cl ai s experience devel ops over years or even
decades, it is essential for us to analyze these
trends over the |onger-term horizon.

We believe that these near-termtrends
wi Il normalize and that our pricing assunptions
over the long-term horizon remain valid. And as
mentioned, we will continue to nonitor how
experience devel ops over tine.

Returning to the rate increase request
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before the Adm nistration today, we would point out
t hat even though we are seeking |less than what is
actuarially justified, we at Unum do recogni ze that
| ong-term care rate increases may present many of
our customers with a significant challenge in

mai ntai ning their coverage.

Unum s policyhol ders have the option to
adj ust various coverage features on a go-forward
basis to reduce the level of their prem um either
in response to a rate increase or to manage
affordability generally.

Dependi ng on the provisions of the policy

itself, these adjustments may incl ude:

Reduci ng the nmonthly benefit anount

Reduci ng the benefit period

Changi ng or dropping inflation coverage

| ncreasing the elimnation period
And al so, in conjunction with Unum s

| ong-term care rate increases, we provide each of

our inmpacted policyholders with the ability to

sel ect a nonforfeiture option where the
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pol i cyhol der may choose to no | onger pay prem uns
goi ng forward, but nevertheless, retain LTC
coverage in an anount equal to the total prem uns
paid by the policyholder on that policy.

We at Unum believe that no LTC
pol i cyhol der should surrender coverage as the
result of a rate increase and we believe that these
options offer reasonable alternatives to our
i nsureds at various l|levels of affordability.

I n cl osing, we acknow edge how difficult
LTC rate increases can be for our policyhol ders and
we continue to serve our custoners as effectively
as possible by offering reasonabl e options to
manage affordability; by providing quality service
during the life of the policy, including nost
I nportantly, at the time of claim

Thank you and we'd be happy to answer any
guestions you may have.

COWM SSI ONER BI RRANE: Okay. Thank you
very much. | appreciate the very thorough

presentation and again, | think that nmy actuari al
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teamw || have their own questions.

| guess ny real question to you is: How
does -- what is the lifetime |loss ratio for this
bl ock assum ng your rate increase request was
granted? What would that be?

MR. LUCAS: If the full rate increase was
granted, it would be 97% and we kind of -- as John
menti oned, we are seeking, you know, self-
sustainability going forward and that woul dn't
quite get us there, but it at |east gets us to
where we're covering the clains.

COMM SSI ONER Bl RRANE: And when you're
doi ng the cal cul ati on and you're | ooking at what
the -- what self-sustainability means, you know, do
you bake in things like investnment incone? Do you
bake in expenses?

MR. LUCAS:. Yeah, expenses are included
and the benefit of investnment inconme is included in
that analysis as well. So froma loss ratio
perspective, we'd be |ooking probably between 85%

and 90% for a breakeven point.
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COWM SSI ONER Bl RRANE: Okay. Thank you.

MR. SWTZER: This is Todd and ny
guestion was: \When you nmentioned that the rate
i ncrease that you've proposed is 37% of what could
be requested, what was actually justified,
actuarially justified when policies were issued,
does that nmean to get back to original
profitability?

MR. LUCAS: That would be based on the
| oss ratio requirements at that time so yes, it's
getting you back to profitable status.

MR. SW TZER: Okay. Thank you. And you
said you're nonitoring COVID. Can you relay the
| oss over quarters? Has your experience been
consi stent with others, that it's favorable for
| ong-term care specifically?

MR. LUCAS: Yes, it has been. You know,
with the claimnt -- higher claimant nmortality and
we've actually seen | ower claimsubm ssions during
2020.

VMR. SW TZER: Sur e.
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MR. LUCAS: And we did see an uptick in
claimsubmts in first quarter 2021. So maybe --

MR. SW TZER: Thank you.

MR. LUCAS: -- going back towards nor nal
| evel s.  Yeah.

MR. JI: This is Jeff. M question is:
After you -- you said if the MA applies the 15%to
the rate requested (undi scernible), are increases
in the future for the anounts that are -- that your
actuarial analysis indicates are necessary.

So ny question is: |Is this the sanme
measure you used for all your findings? For
exanpl e, Decenmber 2019, M A was not able to fully

approve what you originally requested for the other

two filings. So are you going to seek increases
for those two -- for those fornms in the future,
too?

MR. LUCAS: Yes, we will. W'IlI| be
filing later this year for those two forns.

MR. JI: Okay. Thank you.
COW SSI ONER Bl RRANE: If there are no
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ot her questions from anybody at the Adm nistration,
then | will thank you gentlenmen very nmuch for the
presentation and for the answers to our question
and the dialogue will continue offline.

MR. LEMOI NE: Thank you very nmuch for
your time today.

COMM SSI ONER Bl RRANE: Okay. And |ast we
wi Il hear from Charles Caswell from Ri ver Source
Life Insurance Conmpany. RiverSource is not seeking
a rate increase, but approval for a different
option, an additional option, for its insureds who
wish to reduce their prem um or not have a prem um
I ncrease go into effect because they nade
adjustnments to the policy itself.

So M. Caswell, if you would | et us hear
your thoughts with regard to your filing --

MR. CASWELL: Thank you.

COWM SSI ONER BI RRANE: -- |'d appreciate.

MR. CASWELL: Can you hear ne?

COWM SSI ONER BI RRANE: | can.

MR. CASWELL: Gr eat . Good afternoon,
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everyone. M nane is Charles Caswell. [|'mvice
president and actuary at RiverSource Life |Insurance
Conpany.

|'d like to take this opportunity to
t hank the Conm ssioner and her staff for providing
this opportunity to participate in this inportant
hearing. Thank you also for providing this forum
for Maryland citizens, including our valued
policyhol ders to express their views and comments
on these filings.

' m here today to tal k about the three
| ong-termcare rate filings we submtted on March
1, 2021 to the M A These filings are for the
pur pose of offering new benefit increase options --
that i s perhaps better understood as inflation
options -- that we would like to make available to
owners of certain long-term care policies on three
separate bl ocks of business that were sold in
Maryl and bet ween 1993 and 2003.

The inpacted policies are subject to

premumrate increases filed with the
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Adm ni stration on April 24, 2020 that are currently
bei ng i npl enented over a period of two or three
years dependi ng on the block. W began

I npl enmenting these premumrate increases on policy
anni versaries starting in October 2020.

In addition to the three rate filings for
t he new benefit increase options, we also submtted
a separate formfiling on March 1, 2021 which
i ncl udes endorsenents to be used with each bl ock of
busi ness to support these new inflation options.

Pl ease note that these policies provide
richer benefits than many policies sold today. For
exanpl e, over half the policies have lifetinme
benefits and about 96% of the policies offer sone
sort of benefit increase option.

| want to be clear that we are not
seeking to change premumrates from previously
filed | evels for any existing policy -- for any
exi sting benefit options as part of these filings;
rather, we believe it is in our policyhol ders’

I nterest to have nore options to choose from when
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considering how to respond to a premumrate
I ncrease.

l'd like to discuss our existing benefit
i ncrease options and then descri be the new options
we are seeking to offer. At the tinme a policy was
originally issued, insured had the choice to el ect
No Benefit |Increase Option, the 5% Si nple Benefit
| ncrease Option or the 5% Conpound Benefit Increase
Opt i on.

The 5% Si npl e Benefit Increase Option
I ncreases the daily benefit anount by 5% of the
maxi mum ori gi nal daily benefit anpbunt each year.
The 5% Conmpound Benefit Increase Option increases
t he previous year's maxi mum daily benefit anounts
by 5% each year, and as you woul d guess fromthe
title, the No Benefit Increase Option provides no
I ncreases after issue to the maxi num daily benefit
anount s.

The new benefit increase options we would
like to offer include:

- A new 0% Sinple Benefit Increase
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Option, which will be available only to those
pol i cyhol ders who currently have a 5% Si npl e
Option. The current daily benefit would be | ocked
in at the current level with no future increases,
but with a | ower prem um cost.

- A new 2% Conpound Benefit Increase
Option and a new 0% Conpound Benefit Increase
Opti on, which would only be available to those
pol i cyhol ders who currently have a 5% Conpound
Opt i on.

- For policyholders electing the 2%
Compound Option, the current daily benefit would
I ncrease 2% a year going forward instead of 5% but
with a | ower premumcost. Note that all increases
in daily benefit accrued fromthe tinme of issue
until the tinme the new 2% Opti on, Conpound Option
I's elected would be retained.

- For policyholders electing the 0%
Conmpound Option, the current daily benefit would be
| ocked in at the current |level with no future

I ncreases, but with a | ower prem um cost.
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The prem um reduction fromcurrently
filed premuns for these new options varies
substantially by the issue age of the policy;
however, the 0% Sinple Option woul d average about a
15% | ower cost than the 5% Sinple Option with a
range of about 3% to 30% | ess expensive.

The 2% Conpound Option would average
about 25% | ower cost than the 5% Conpound Option
with a range of about 6% to 46% | ess expensi ve.

And the 0% Conpound Option would average
about 38% | ower cost than the 5% Compound Option
with a range of about 10% to 63% | ess expensive.

Across the three filings, there were as
of December 31, 2019, 724 Maryl and policyhol ders
with the 5% Sinple Option and 1,428 Maryl and
policyholders with the 5% Conpound Option across
the three bl ocks of business in which we are filing
t hese options.

Si nce November 2020, we have subm tted
filings for these new benefit increase options in

16 states, focusing on states in the mddle of a
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multi-year premumrate increase inplenentation.

Thirteen states have revi ewed and
accepted these filings with no changes to our
originally submtted premumrates and these
filings are pending in the other three states,

I ncl udi ng Maryl and.

We are | aunching these options in two
states for anniversaries starting in April 2021, in
ei ght nore states starting June 2021, and three
states in July 2021 or later. Eventually we hope
to offer these new options in every state.

We would like to initially offer these
options to eligible Maryl and policyhol ders at the
time of the second year of the nmulti-year rate
i ncreases currently being inplenented, that is
starting with policy anniversaries in October of
2021.

We previously communi cated to each
policyhol der the premumrequired to maintain the
current coverage for each year of the spread

premumrate increase. W wll also send out a
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premumrate increase notification |letter about 60
days in advance of the effective date of the second
and if applicable, third year of the increase

rem ndi ng policyholders of the new | evel of prem um
due; and providing premuns for several alternative
benefit reduction options, hopefully including the
new options we're proposing here.

Thus, we want to start mailing these
letters with the new benefit increase options to
Maryl and policyholders in early August 2021 and in
order to have our systens updated to be able to
offer these new options to inpacted policyhol ders,
we hope the premumrates for the new options and
t he correspondi ng endorsenents can be accepted by
the Adm nistration by the end of June 2021 or
shortly thereafter.

We're eager to work with the
Adm ni stration to be able to offer these new
options to our policyholders as we believe sone of
our policyholders will find these new options to be

very beneficial.

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




o o0 A~ W DN

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

Page 66

Thank you for the opportunity to speak
today and 1'll be happy to answer any questions you
may have.

COWM SSI ONER BI RRANE:  Okay, M. Caswell.
Thank you very nmuch. | nyself do not have
questions, but let me turn it over to M. Switzer
and M. Ji to see if they have questi ons.

MR. SW TZER: Yes. Thank you,

M. Caswell. \When we had spoken about this
previously, you nmentioned that you saw this as a
better option than | anding spots, that it's nore
equi table. Do you m nd expounding on that a bit,
pl ease?

MR. CASWELL: OCkay. | will be speaking
ext empor aneously here so -- and |I'm an actuary so
"' m just warning you.

The reason is that someone who is
younger -- traditional |anding spots tend to get
t he same reduced inflation increases going forward
for every policyholder in exchange for not -- for

not increasing the premuns as part of a rate
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I ncr ease.

However, that's, you know, not
necessarily equivalent to what somebody is giving
up. So someone who is currently age 70 m ght have
20 nore years of increases that they're giving up
and sonmeone who is currently age 90 m ght only
unfortunately have a few years of increases that
they're likely giving up, and yet we're changing
the inflation amount each year in a traditional
| andi ng spot by the same anmount.

We've chosen a different path in part
because we want to try to be a little nore
equi table on that so younger policyhol ders would
see a |larger prem um reduction than relatively
ol der policyhol ders because the younger
policyhol ders on average are giving up many nore
I ncreases in the future or reducing -- or have
i ncreases for many nore years into the future than
an ol der policyholder. Does that answer your
guestion?

MR. SW TZER: Thank you. It does.
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MR, JI: This is Jeff. M question is:
So what percent of the related policyhol ders do you
assunme woul d attack this new benefit reduction
option?

MR. CASWELL: Yeah. |It's hard to know
because it's new. |In the past when we have offered
things |ike shortening benefit periods or reducing
daily benefit anounts to help mtigate the inpact
of an increase, roughly five percent of people have
done each of those. So maybe five percent -- and
these are very round nunbers, but 5% of peopl e have
reduced benefit periods and 5% of the people would
reduce daily benefit amounts.

So we don't know. We think this has
value. It m ght displace some of those other
decreases, but our best estimate right now is that
about 5% of people choose one of these options, but
again, we sinply -- we don't know. It m ght take
of f.

We have very, very, very early evidence

that, you know, fromthe -- the effective dates in
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April that it's starting off a little slower, but |
al so think our financial advisors aren't as
famliar with it yet so so far it's running a
little under 5% but it's very early and |I'm
reasonably confident it will grow to 5% maybe a
little nore.

But it's new and |I'm not aware of anyone
who has done -- offered, you know, nultiple
inflation-type options to in-force policies that
weren't originally filed at the tinme the policy was
sol d.

So it's kind of a different kind of
t hing, but we think we've addressed benefit period
reductions. We've tried to address benefit amount
reductions. This is sort at of the one area we
haven't really tackled in terms of trying to
provi de options.

MR. JI: Okay. Thank you very nuch.

COW SSI ONER BI RRANE: Okay. If there
are no other questions fromthe Maryl and | nsurance

Comm ssion team then thank you, M. Caswell --
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MR. CASWELL: Thank you.

COWMM SSI ONER Bl RRANE: -- for your
comments today and your explanations and as is the
case with others, the conversation will continue.

So at this point | amgoing to -- |I'm
going to do two things. The first thing |'m going
to do is, you know, we'll hear from each person who
signed up or RSVP'd and signed up to testify.

W will also rem nd people that if you
wi sh to speak, to be heard online, then please |et
us know. Put your nane into the chat frame and
M. Ey will unnute you and give you the opportunity
to speak toward the end of the hearing.

Al so, there have been two people who have
either made coments or asked some questi ons.

We're not going to take questions today, but what |
do want to make sure of is that these coments get
into the record. So at the end, after the comments
by those people that have RSVP'd, |I'm going to read
t hose comments in.

And with respect to the second chat item
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t he questions that are inbedded in there, as |
said, we're not going to address those today in
this hearing; however, what | would ask that

i ndividual to do is to in a private chat, if you
woul d, private message Craig Ey with your contact
i nformation. Then, we will get back to you.

So whet her you're confortable with a
phone nunber or you're confortable with an email,
but please do that privately and then we will make
sure that we reach out and have conversation with
you about your specific circunstances and
gquesti ons.

So with that, let me first recogni ze John
Roach. If M. Roach would |like to speak today?

MR. EY: M. Roach isn't in the audience
at this tine.

COVM SSI ONER BI RRANE: Okay. How about
Howar d Benj am n?

MR. EY: Howard Benjamn is not as well.
| can't find Howard Benjam n in the audi ence.

COWM SSI ONER BI RRANE: Pat Gebhart ?
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MR. EY: Again, not seeing Pat Gebhart.

COMM SSI ONER Bl RRANE: I f you are under
sonebody el se's nane and, you know, we're just not
recogni zi ng you, then, please, you know, just raise
your -- do something in the chat roomthat let's us

know t hat you're in fact here. Let's see. Bill

Wanz.

MR. EY: No. Again, |I'mnot seeing
M. Wanz.

COWM SSI ONER Bl RRANE: | thought | saw
M. -- 1 thought | saw anong the attendees a Bill

Wanz. It |ooks Iike maybe he's dropped off.

MR. EY: Yes.

COWM SSI ONER BI RRANE: And then finally
Marshall Fritz.

MR. EY: M. Fritz, can you hear us?

MR. FRITZ: Yes. Can you hear nme now?

MR. EY: Yes.

COWM SSI ONER BI RRANE: Yes. Excellent.
Thank you.

MR. FRITZ: Okay. So | have no video of
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nmyself here, but you'll hear me; is that correct?

MR. EY: That's correct.

MR. FRITZ: Okay. | want to make a
comment on what Conm ssioner Birrane just nentioned
about the private note to Craig. | just hit chat
because | had questions based on the testinony so
far and | can either do all panelists or all
panelists and attendees, but | don't have any other

options on m ne.

COWMM SSI ONER Bl RRANE: Okay. | apol ogize
for that. That is my lack of Zoom technical skill.
If you provide your -- anyone who provides their

contact information to all panelists, that wll
only be disclosed to literally the peopl e whose
names you see on the screen as opposed to the al
attendees.

You know, when we publicize -- provide
access to the recording here, you know, we just
want to be very thoughtful about peoples' public
i nformati on and contact information.

The other thing that we can do is, Craig,
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I f you want to advertise your emil address and

make sure that people have that so if folks are

nore confortable reaching out that way, we'll do
t hat .

But it's really whatever you're
confortable with. W just want to preserve your
privacy and your contact information to the extent
you don't want that public.

MR. FRITZ:. Okay. So that's fine. So |
will -- once | get contact for Craig, | will send

sonme questions based on the testinmony so far and

that will either get into the record or at | east
the staff will think about these questions; is that
correct?

COWMM SSI ONER Bl RRANE: So two things:
First of all, you are welcone to provide any
coments that you want verbally today and in
writing and those comments will absolutely be
avai l able to everybody to see on our website.

Secondly, we are very, very happy to talk

to you individually and to both hear your questions
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about these filings and al so answer any questi ons
that we can help you with with regard to how t hey
m ght i npact you personally.

MR. FRITZ:. Okay. Well, can | -- | have
prepared testinmony, which would be about ten
m nutes running. Either way, | rehearsed it. But
can | ask sonme of these questions so that they -- |
think they' re general questions that could be of
interest to every attendee. So can | ask them now
since it's not personalized?

COMM SSI ONER Bl RRANE: So we have unti
4:00 -- no. W have tine so let ne try to ask you
to be alittle more succinct than 10 m nutes. And
we're not to go into a question-and-answer session.

So we're not going to answer questions,
but if you feel that it's inportant to state them
and you want to state them verbally now, | wll
hear them

MR. FRITZ:. Well, then | will try to
wite to Craig's staff, if | get a contact on the

new questions. Okay --
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COVM SSI ONER BI RRANE: So let ne just say
It out loud. 1It's Craig -- so you can see his nane
on the screen. Craig Ey. |It's craig.ey -- E-Y --
@maryl and. gov. And that's true of everybody who is
on this screen right now that works for the
Maryl and I nsurance Adm ni stration.

VR. EY: And that is now in the chat as

wel | .

MR. FRITZ: Okay. okay.

COWM SSI ONER BIRRANE: And it's in the
chat .

MR. FRI TZ: | - E-Y. Craig -.-1-E-Y,
correct?

COW SSI ONER Bl RRANE:  E-Y.

MR. FRITZ: Just E-Y. Okay.

COWM SSI ONER BI RRANE:  Yes, sir.

MR. FRITZ: Yeah. Okay. Thank you very
much.

COVM SSI ONER Bl RRANE:  You're very
wel cone.

MR. FRI TZ: So let me start and 1'l | see
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if I can -- okay. My nanme is Marshall Fritz and
Il*"'ma 2003 |long-term care Genworth policyhol der
with the inflation protection.

| ve done 2016-17 testinmonies and |
resubmtted for the record what the communications
were back and forth back then.

" m concerned especially because the
letter | got from Genworth first said that they
were justified with 160% i ncrease and then a nonth
ago | got another letter saying oh, I'"'msorry, it
was really 315% i ncrease were justified. And
there's no explanation of the discrepancy even
t hough they say that the actuarial statistics were
justified for the new rate, okay.

But |I'm worried that because this is so
hi gh and far away from the justifications they
claimed in 2016 and '17 of 48% and 75%
respectively, that it just seens |ike accelerating
wi t hout reason over a four-year period well beyond
any of the trends of the recent past. So this

needs exam nation clarification.
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Let's see. And in ny response | got in
2017 (i naudi ble) discussion on adm nistrative
expenses, reserves, and how these affected
cal cul ated prem uns, and as we've tal ked before
t hat the 15% doesn't quite catch up, but |
understand that now. And rate stabilization is a
difficult term because we're not stabilizing at the
moment yet.

So | am concerned about 15% i ncreases ad
infinitum |If | were to live to 100 independently,
|'d be paying a prem um of maybe $400, 000 a year
and of course, that's of concern because it's well
beyond econom c val ue of probable |ong-term care at
t hat point of what | paid in.

And let's see. Well, because M. Jaso
mentioned that basically that Genworth LTC has been
a loss to the conpany and divi dends have been cut,
but | don't know how nmuch the conpany |ike Genworth
shoul d nove assets from other divisions that fare
well to a division that's -- that's |losing. That

was nmentioned in N C reports decades ago.
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And as | said, it's not clear about
adm ni strative costs and staff, if they're fairly
allocated to long-termcare. | think the actuaries
know this better, but it's not obvious to
CONsSumers.

Let's see. Qur concern that the policy
conversion rates according to what | read from
Genworth's bulletins make it sound |ike they
i ncorporate the already justified rate. Well, if
they're saying they can justify a 100, 200, 300%

I ncrease, wouldn't that mean that a conversion
downgrade could cost nore than keeping your policy?
So that's a question that needs
clarification because it's only witten in very few

words in the material | received.

Let's see. We've tal ked about the COVID
situation, but nedical costs and nedical inflation
before the COVID situation have remi ned | ow and
t hat shoul d have hel ped rates recently. Even if
interest rates in the reserves is negligible, they

shoul d bal ance to some extent.
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Sol'm-- let's see. So with all due
respect to what the Comm ssioner has said the
i ntentions are and the staff and M. Jaso, | am
concerned about what's happening to the rates | ong
term It's not just 15% for a few years.

It looks like it's indefinite unless sone
kind of stabilization agreenent has cone into place
as M. Jaso suggested there may be. And, you know,
' mjust adding to the concern other consumers have
had.

So the nunmbers that | heard today, as |
mentioned, nmy letters have said 160, 315 justified
I ncreases, but it sounds like it's only a hundred
percent discussed as requests. And | don't
understand if it's justified, why it's not
request ed.

And -- and when Adam had nmenti oned t hat
28% versus 75% or so was approved, well, | don't
know t he pockets of the disall owed anmobunts to
under st and what's not being accepted. But the

nunbers don't quite jive.
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And going forward with the
justifications, how that enters from Adamin the
actuary perspective, how that goes into the future
requests that conme back from Genworth. [In other
words, the disall owed anount, does it conme back in
next year or it's X' d out as being disallowed? So
that's something that | can't know from today's
di scussi on.

Let's see. Also, the class action
settlement fromcourt from Genworth, is it
publ i shed somewhere that we can find out?

(I ndi scerni ble) but they don't tell us, you know,
the court citing.

Let's see. So. Okay. | think that's
the gist of what | put in and | put into ny
testinony basically what | was going to tal k about
so it's on the record that | sent in to staff
yesterday. Okay. So that's basically what |
wanted to say quickly at probably about five
m nut es.

COMM SSI ONER BI RRANE:  Okay. M. Fritz,
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t hank you very nuch. W do have your testinony --
that will be posted -- if there are additional
comments that you want to add. | think in terns of
a nunmber of questions, there is some context that
our folks would be able to provide to you, if you
reach out to them

Todd, let nme just ask you for some of the
bi gger, broader points that M. Fritz has
referenced, if you or Jeff or Adam just want to hit
at a really high level sonme of those questions
around, you know, the difference between
actuarially-justified -- really the question that
you guys were asking around, you know, actuarially-
justified assum ng, you know, a breakeven versus
assum ng the original.

Maybe you could provide sone sort of
hi gh-1 evel discussion around sone of those points
that M. Fritz has asked and then we'll obviously
follow that up, M. Fritz, and give you the
opportunity to do a deeper dive with some of these

concepts offline.
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MR. FRITZ. Yes. Thank you.

MR. SW TZER: Kathleen, |'ve had sone
problems. | didn't catch all of what you just
sai d.

COMM SSI ONER BI RRANE: So if you are able
to hear, | know we've all been having sone
technical glitches here.

MR. SWTZER: |I'msorry --

COWMM SSI ONER Bl RRANE: My connection is
not stable as well.

MR. SWTZER: -- |I'mgoing to have to go
out --

COWM SSI ONER BI RRANE: That's okay.

MR. SWTZER: -- and cone in again. |
can't hear you.

COMM SSI ONER Bl RRANE: That's okay. Adam
or Jeff, were you able to hear M. Fritz?

MR. JI: Yes. Yes. For your question
actuarially justified, the rate, for me, the first
assumption should be sustainable. So for exanple,

I nvest nent i nconme; norbidity; then, you know, the
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claimfrequency, that all those assunptions be
actuarially sound, reasonabl e.

And al so another way is in conpliance
with the Maryl and regul ati on, you know, that kind
of thing. For exanple, nationwi de we have an 85/58
testing that we need to match. So that's high
| evel in my opinion.

COWM SSI ONER BI RRANE: So | think
M. Fritz you're going to need that tutorial
offline to get into kind of, you know, sort of that
| evel of detail.

Todd, you're back on. | don't know if
your sound is any better at this point. Okay. It
doesn't look like it.

So M. Fritz, I'mgoing to apol ogi ze for
the technical issues. Adam | don't know if you
have any comments you wanted to nake.

MR. ZI MMERMAN: The only coment | would
make with regard to one of the questions that was
rai sed was the whole difference between what was

approved and what was asked for.
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You know, so if they request, | don't
know, just as an exanple, 50% and the approval is a
single 15 or 30, you know, over nultiple years, to
address the question of are they phased out or are
t hey not?

It truly depends on the conpany because
ultimtely what happens is, you know, if they cone
back and they say oh, |ast year you disallowed a
20% rate increase as an exanple, that was -- you
know, we requested 50% You approved 30% so you
di sal |l owed 20%

Some conpani es may cone back and say our
experience has deteriorated and based on our new
assunmptions we can justify X, whatever that X is,
or some conpani es may cone back and they say our
new assunptions justify X% plus, you know, there's
a backlog of rate increase that wasn't approved for
what ever reason so we're adding that into the new
request as well.

COWM SSI ONER Bl RRANE: And then it goes

t hrough that sane rigorous process again.
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MR. ZI MMERMAN: Correct. It goes through
the same review. O course, experience is based on
the new -- you know, a year or two or three years
| ater. However long it's been since the previous
rate increase, the experience will have changed
fromthe previous rate increase.

So then it's reviewed again, you know,
see how it conpares to the previous year. Has it
deteriorated? What assunption changes there were?
Do the assunptions justify whatever rate requests
they're seeking, etcetera.

COMM SSI ONER Bl RRANE: Okay. Thank you,
Adam Todd, is there anything you want to say?

MR. FRITZ: -- disallowed in the current
application? Let's say admnistrative cost, not a
claim benefit claim Then, when they come back in
the future, they can argue future admnistrative
costs, but the ones that you disallowed that were
such |ike adm nistrative costs, are those
permanent |y di sallowed fromthe past applications?

VR. Z| MVERMAN: So the rate increases
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when they're | ooked at, they cannot recoup or we
wll not allow themto recoup past | osses. What's
in the past, is in the past.

So if a conpany has agreed to a | ower
rate increase that's been just -- you know, in ny
example, if they requested 50 and they agreed to 30
because of, you know, the 111 or 110, whatever
target loss ratio that they agreed to, if they
| ose -- if they | ose noney because of that, because
of expenses or interest rates being | ower than what
t hey assuned, they can't say oh, you know, we
shoul d have made $20 mllion extra in the | ast
three years and because you, MA, disallowed this
rate increase, we're recouping -- we're re-seeking
t hose, that additional $20 mllion. No, that can't
happen.

It has to go in a |l ook-forward basis with
t he experience that's left and, you know, the
proj ected expenses, projected clainms, and projected
i nterest rates based on current assunptions.

MR. FRITZ: Thank you. That's clear.
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COVM SSI ONER Bl RRANE: Todd, was there
anything you wanted to add? Okay. So technical
difficulties. |Is there anybody else who is an
attendee who wanted to speak?

MR. EY: Teresa has her hand up,
Commi ssi oner .

COW SSI ONER Bl RRANE: Do you want to
al l ow her in?

MR. EY: Mmhmm Can you hear us?

COVM SSI ONER Bl RRANE: We can't hear you,
Teresa. Do you want to unnute her?

MR. EY: Yeah. She's unnuted.

COWM SSI ONER BI RRANE: Oh. It stil
shows up on m ne as unnut ed.

MR. EY: Yeah, |'m asking to unnute now.

COVM SSI ONER Bl RRANE: Ckay.

MR. EY: Okay. She has to unnute herself
at this point so, but she can speak. She has the
ability.

COWMM SSI ONER Bl RRANE: You may have to

unmut e yourself, Teresa.
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TERESA: Hi. Thank you. [|'II| just
follow up in ny email to Craig. | appreciate al
the comments that Marshall made. He's obviously
much nore aware of what's going on.

But | have simlar questions to follow up
on the letter that |I received from Genworth
concerning the price increases because when | see
sonmet hing that tal ks about a 198% i ncrease over
three to six years and | hear fromyou that the
State of Maryland won't allow for anything nore
than 15% |'m not that good at math to reconcile
t hose comments.

COWMM SSI ONER Bl RRANE: No, | understand
what you're saying and so, you know, again, if you
reach out to Craig, then we will connect you to the
ri ght person on our teamwho will be able to
hopefully explain to you, help walk you through the
letter, and to the extent you have questions and
contacts, we're happy to spend time with you on
t hat .

TERESA: Okay. Thank you.
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MR. ZI MMERMAN: This is Adam Zi nmer man.
The only thing I will say to follow up on your
comments is that yes, there is a 15%rate cap in
Maryl and for any policy that was issued in
Maryl and. The annual rate increase cannot exceed
15%

So yes, | can understand the confusion if
you're receiving a letter saying they're seeking,
you know, whatever hundred and sonething percent so
we will definitely have somebody | ook into that for
you.

TERESA: Thank you.

COWM SSI ONER BI RRANE: So what |'m goi ng
to do for the record, and if you want to speak, you
know, just let Craig know or raise your hand or
send up a flare and we'll unnmute you.

But | want to read the coments that are
in the comment box. And I know we've heard a
little bit, but let me read theminto the record.

So the first is from Maddi e Sharp and the

comment is: "Hello. M nanme is Maddie Sharp. |
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sold many GNW LTC policies in Maryland between 2002
and 2015. The rate increases are horrendous, but
not surprising given the | ow cost of the policies
at the time of sale.

| am on the phone a few tinmes a week
speaking with clients about rate increases. Even
with the rate increases to date, | still believe
the price is fair given the probability of needing
care and cost of care.

My issue and where |I'd like to get sone
confirmation from GNWis what assurance do the
pol i cyhol ders have that GNWis going to be there in
10, 20, 30 years and when it's tine to make
claim WIIl GNWbe able to pay these claims.

If I felt confortable know ng that GNW
wll be able to continue to pay clainms for the |ong
haul , I would be much nore confident in encouraging
my clients to pay the rate increase.”

So, you know, what we won't do today is
go into sort of a back-and-forth debate about

sol vency and guaranteed funds and sort of those
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ki nds of safety nets and -- and the long-term
picture for Genworth, but | know that you provided
your contact information in the chat room and we
will reach out to you, Ms. Sharp, and discuss with
you your questions and sort of sone of the
framework to the extent that we can help you with
t hat .

The next question -- the next comment was
from Teresa, who we did also hear from and | think
you have articulated to us, but I will read the
comment in nonethel ess.

My March 19 -- "My March 9th, '21 letter
from Genworth refers to 376.320% i ncrease for
lifetime benefits over the next three to six years
and 198.680% i ncrease for limted benefits. Please
reconcile this with what | just heard about your
I ncrease requests.

Also, |'ve already been told by Genworth
that nmy next annual bill to be paid this fall wll
be 13.49% nore. \When was that increase approved?

Finally, am 1 correct to understand that
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if I don't opt to change ny policy by 6-6-21, that
| need to either live with the current policy
i ncreases or forfeit the policy?"

So |l will let MYy actuarial teamrespond
now to the question about the timng of any rate
I ncrease that you're seeing in your policy. |
think that's the last time that we had a rate
I ncrease approval, but on a broader sense, let's
get you, as we said, connected with someone on our
team that can really wal k you through the specifics
of your policy.

But for the nost part, just at a very
high level, it's not a binary thing. 1It's not a
pay the increase or forfeit the policy. You know,
carriers have tried to craft out options to not --
not have you | ose all benefits under the policy or
| ose the coverage under the policy, but there are
pl aces where you could decrease certain el enents.

You know, you could increase the anmount
of times before you file a claimafter you're

eligible for a claim You could decrease the cost
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of living type increases that are in the policy.

There are a set of variables or triggers
t hat you could toggle in order to keep the prem um
| ow where it is now or not feel the full inpact of
the rate increase.

And then, of course, the other piece of
it is the nonforfeiture piece, which is that if you
ultimately decide that you are just absolutely not
going to pay any additional prem um the prem um
t hat has been paid to date, mnus clains is still
there and avail able to pay future claims. So it's
not a forfeiture of the policy, if you don't nmake
anot her prem um paynent. So that piece | did want
to mention.

But again, we'll look forward to tal king
to you individually about the letter you received
and what that means with your particular policy and
your particular policy form

The only other comment | see | think is
fromyou, Todd. Because of your technical

difficulties, you're only hearing a small portion
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of what's being said.

MR. SW TZER: Ri ght .

COWMM SSI ONER Bl RRANE: Are you able to
hear -- are you able to speak now?

MR. SWTZER: Yeah. The |ast five
m nut es have been okay.

COWMM SSI ONER Bl RRANE: Okay. So if you
just want to, you know, articulate -- any other

comments you want to nmake based on what you've

heard? | won't read your chat.
MR. SWTZER: Sure. Well, | apologize
upfront if I'moff point, but I"'mtrying to speak

to M. Fritz's comments.

And the first thought was when we have
conmpani es that cone in with requests and we approve
sonmet hing |l ess, what's behind that is the thought
that the carriers believe that their lifetine |oss
ratios, if | can speak in those terms, generally
shoul d be bel ow 100 percent.

And our thought is that partnership and

t hat sharing of the burden should be a little nore
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than that, nmore sharing by the conpany up to 111%
That's kind of how you can translate why we're
approving |ess.

Al so, when | nentioned that proposing
that a prem um of $1,500 will ultimtely go up to
$16, 000 is not sonmething we find tenable that |eads
to that. So those things are wrapped together.

And anot her related thought was that
recently in a phone call with a carrier they asked
us well, of the 50 states, you're in the bottom 10
of what you've approved. WII| you please coment
about that.

And we want to be cogni zant of the best
approaches, the best nethods, of our partner states
and our nei ghbors; however, in the end, we're
tasked with serving Maryl anders and we try to be
transparent and clear and vet everything that we
do, and support what we we're doing.

So being in the bottom 10 i s sonething
we're aware of, but again, we're trying to serve

Maryl anders the best way we can and being there is
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sonething -- at 111 that we find to be the best
bal ance.

So there's a lot in that and we're happy

as a teamto follow up with you, M. Fritz -- we
appreci ate your thoughtful comments -- after this,
but | hope that's a start.

COWM SSI ONER Bl RRANE: Thank you, Todd.
| appreciate that. Anybody else who is an attendee
who woul d |i ke the opportunity to be heard today?

MR. EY: Ms. Sharp has her hand up.

COWM SSI ONER Bl RRANE: Great. Do you
want to put her in?

MR. EY: I will.

MS. SHARP: Hello? Can you hear ne?

COVWM SSI ONER Bl RRANE: We can.

MS. SHARP: Hi. |'m Maddi e Sharp and you
did -- Comm ssioner, you did read ny comments and |
appreciate that, but | just want to follow up on
somet hi ng that you said.

When | was alluding to the solvency of

t hese i nsurance conpanies to be able to pay the
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clainms in the future -- and | do think that for the
nost part that is the crux of this issue, to throw
good noney after bad is very, very problematic.

And again, if | could tell nmy clients --
because | can justify the current prices. | don't
know what the future holds, but |I can justify the
current rate increases with respect to risk
probability, etcetera.

But if I'"m having these clients pay these
| arge rate increases for a conpany that is not
solvent, | think that's a huge issue. And you do
mention that many states |i ke Maryland do have a
guar ant ee fund.

To my know edge, that guarantee fund is
limted to $300, 000 and many |l ong-term care
pol i cyhol ders have benefits well in excess of
$300, 000. Maryland is one of the nost expenses
pl aces in this country for assisted |living and
nursing care. And while $300,000 may sound like a
| ot of money, it's not enough for the average

claim which is typically three years so | do think
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sol vency of the conpany is ultra inportant in these
di scussi ons.

COWMM SSI ONER Bl RRANE: Well, it's very
i nportant to us as regulators and, you know,
represented before | becane insurance comm ssioner
| ong-term care conpanies, including |ong-term care
conpani es that unfortunately became insolvent and
it is a very, very difficult issue.

There are sone conpani es that get so far
out of whack that there's not really much that you
can do about that. | don't -- and every regul ator
has that as a top-of-the-line consideration. And
that is our balancing test.

We are constantly balancing the need to
make sure that conpani es have the surplus, have the
noney that they need in order to nmake sure that
clains are paid and paid tinmely against also the
consi deration of what makes sense for the
pol i cyhol der.

That's why the approach that Maryl and

takes is a very surgical approach. W |ook very,
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very carefully at what, you know, the conpany is
able to absorb in terms of sharing part of and
partnering in part of the | osses that nobody
anti ci pat ed.

So your coments are spot-on. You know,
l'mvery famliar with Penn Treaty. |[|'mvery
famliar with SHI P and the circunmstances -- you
know, what's been occasi oned by that.

That doesn't nean that when conpanies are
taken into receivership because they're insolvent,
t hat does not nmean that those conpanies inmediately
go into liquidation and into the guarantee fund.

You know, a conpany like SHI P; for
exanpl e, that was -- continued in business in a
sol vent runoff for a period of time and then was
under supervision for about two years and then is
in now a rehabilitation proceeding.

There are requests and -- that are
contenplated to increase prem um during
rehabilitation. So it's not, again, a conpletely

bi nary situation, but you're absolutely correct
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that the answer isn't that conpanies becone
I nsol vent and we can't just rely on guarantee
f unds.

While it's different fromstate to state.
Some states are as |ow as $100, 000. Some st ates
have no cap. ©One state has no cap. And then the
average i s $300, 000 or $500, 000.

So | thank you for those comments because
it's inportant to point that out because that is a
real concern

MR. SWTZER: And as we nonitor those --
that type of information, it was good to see
Genworth in the first quarter to go up by $200
mllion in capital surplus and have a 30-plus point
increase in their capital. W try to keep a close
eye on those things.

COVM SSI ONER BI RRANE: WAs t here anybody
el se who is an attendee who wanted to be heard
t oday?

MR. EY: |'m not seeing anyone else in

t he chat and no hands rai sed.
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COVM SSI ONER Bl RRANE: | think | have
read all the comments in so if there's no one el se
who has indicated that they want to speak, 1"l

just give one |last opportunity to the folks at the

Maryl and I nsurance Adm nistration. 1|s there anyone

on ny team that has anything that they would |ike
to say as we close up? OCkay.

Well, with that, again, we will hold --
oh, M. Lenoine, did you want to speak?

MR. LEMOINE: No. No. No. Thank you.
Just thanks to the Adm nistration for your hard
work. These are chall enging issues and we
appreci ate the opportunity to speak and to hear
today. Thank you.

COWM SSI ONER Bl RRANE: And, you know, |
t hi nk what we see is the bal anci ng ganme t hat
everybody has to play. You know, Maryland is, as
said, pretty surgical and that's why we're in the
bottom 10% but we are very, very m ndful of
surplus and RBC and what it means for conmpanies to

go into receivership or to go into |iquidation.
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Nobody wants to see that happen. That's the other
side of the coin.

And | think, you know, Maddie is smart to
make sure that her clients understand that that is
a bal ancing act, because getting to her point,
$300, 000 at the end, after having paid all that
premumis frankly -- it could be a nmuch worse
result than the increase in prem um

But Todd's team | ooks very carefully and
tracks surplus along with our E and A Unit in
| ooki ng at the status of where conpanies are.

So we will hold our public comment period
open until next Thursday, the 27th, so if you have
additional witten conments or testinmny you want
to provide, please do so.

And if you have questions or coments for
any of the nmenmbers of our team you have M. Ey's
emai | address and you're welcome to send him an
email with your questions and we will reach back
out to you, and try to answer those questi ons.

So with that, | thank everybody for their
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participation today and we can close this one

out . So thanks and stay safe.

*** HEARI NG ADJOURNS 4: 25 P. M. ***
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STATE OF MARYLAND )
COUNTY OF BALTI MORE) SS

|, Allison L. Shearer, RPR, a Notary
Public of the State of Maryland, do hereby certify
t hat the within nanmed persons, personally appeared
before me at the time and place herein set out.

| further certify that the hearing was
recorded stenographically by me 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
any of the parties, nor related to any of the
parties, nor in any way interested in the outcone
of this proceeding.

As witness ny hand and notarial seal this

1st day of June, 2021.

s M(f wﬁmxz

Allison L. Shearer, Notary Public

My Comm ssion Expires March 18, 2022
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