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MARYLAND | NSURANCE ADM NI STRATI ON

LONG TERM CARE HEARI NG

AUGUST 18, 2020

LONG TERM CARE HEARI NG by vi deoconf erence

was held on Tuesday, August 18, 2020, commencing at

12:02 p.m, virtual |ocation, before Robert A. Shocket,

a Notary Public.

REPORTED BY: Robert A. Shocket
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PARTI CI PANTS BY VI DEOCONFERENCE:

MARYLAND | NSURANCE ADM NI STRATI ON:
Kat hl een A. Birrane, Comnmi ssi oner

kat hl een. bi rrane@mar yl and. gov

Todd Switzer, Chief Actuary

t odd. swit zer @mar yl and. gov

Davi d Cooney, Associate Commi ssioner, Life and Health

davi d. cooney@mar yl and. gov

Jeff Ji, Senior Actuary

jeff.ji @maryl and. gov

Adam Zi mrer man, Actuary

adam zi mmer man@rar yl and. gov

Nancy Muehl berger, Anal yst
nancy. nuehl ber ger @mar yl and. gov

(Conti nued on Next Page.)
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MARYLAND | NSURANCE ADM NI STRATI ON ( Conti nued)
Gregory Derwart, Chief of Staff

gregory.derwartl@maryl and. gov

Craig Ey, Director of Communications
craig.ey@raryl and. gov
SPEAKERS: (Conpany Representatives)
Noel | e Destranpe,

Allianz Life Insurance of North America
Kevin Darter, Allianz Enmpl oyers Reassurance Corp.
Al ex Vi chinsky, Genworth Life Insurance Conpany
Patrick Kinney, MedAmerica |nsurance Conpany
Jonat han Trend and Thomas Reilly,

Metropolitan Life Insurance Conmpany
SPEAKERS: (Consumers):
Adam Fri ed
Howard Benjam n
John Dicello
Joel Parran
M chael Vaughn

Paul Lubell
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AGENDA

1) Comm ssi oner Kathleen Birrane, Opening Coments
2) Chief Actuary Todd Switzer, Opening RemarKks
3) Company representatives provide testinmny
a. Allianz Life Insurance Conpany
b. Genworth Life |Insurance Conpany
c. MedAnerica |Insurance Conpany
d. Metropolitan Life Insurance Conmpany
4) Interested parties provide testinmony

(sign-up by email prior to hearing.)
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PROCEEDI NGS

COW SSI ONER BI RRANE: Well, it's 12: 02 so
| am going to go ahead and get started. Again, good
aft ernoon, and wel cone to the Maryland | nsurance
Adm ni stration's third public hearing on requests by
specific carriers to increase their |long-termcare
i nsurance rates in 2020. |'m Kathleen Birrane and |I am
honored to serve as the State I nsurance Comm ssioner.

Il will repeat for those who have just
joined us that the hearing is being recorded. It wll
be avail able for viewing on the MA s website al ong
with any comments that are submtted in connection wth
t he hearing. Renmenber to keep yoursel ves nuted.
Renmenber please to not put your phone on hol d.

Today's hearing will focus on several rate
I ncrease filings that are currently under review by the
Maryl and I nsurance Admi nistration. In the individual
| ong-term care market those filings are a filing by
MedAneri ca | nsurance Conpany, proposing increases of 49
percent to 250.6 percent dependent upon before

i nfl ati on coverage type and benefit period, also a
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filing by Allianz Life Insurance Conpany of North
America, which has proposed increases of 10 percent to
42. 3 percent depending on inflation coverage type and
benefit period, and a filing by Genworth Life Insurance
Conpany, proposing increases of 63.1 percent to 2001
percent dependi ng upon the form and the benefit period.

In addition, in the group long-termcare
market, the MA is currently review ng a request from
Metropolitan Life Insurance Conpany which is proposing
I ncreases of 21 percent. All of these filings are
avai l able for review on the Maryl and | nsurance
Adm nistration's website. These requests affect about
18,984 Maryl and policyholders. The goal of today's
hearing is for a representative of each insurance
conpany to explain the reasons for the rate increase
request and to answer any questions that the MA staff
may have about the reasons that are provided today. In
addi tion, we want to hear from consuners and ot her
i nterested parties about the requested increases. Now,
this is not a question-and-answer forumand we w |l not

take questions from participants, although the MA
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panel may ask them of you. |If you have submtted
comments to the MA previously, we wll call on you and
offer you an opportunity to speak today. |If you have

not pre-submtted coments or asked to speak, you nay
still do so by identifying yourself and any

organi zation that you m ght represent and asking to be
heard. So, go into the chat function. |[If you' ve
already identified yourself to the Adm nistration, if
you have RSVP' d that you want to speak, we have your
name. We will call on you and give you that
opportunity. If you have not done so, if you go to the
chat function at any tinme and just identify yourself,

or if you are a representative of an organi zati on,

pl ease identify that organization. And then after we
have heard fromthe conpanies, after we have heard from
t hose individuals that RSVP' d, you will be called upon
and given the opportunity to speak, as, if tinme
permts, which | fully expect that it will. They'Il be
time, we want to hear your thoughts and your insights,
and we want to hear your experiences and the inpact of

these potential rate increases on you.
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We did receive a nunber of comments f
I nterested parties. W have reviewed themin adv
of the neeting. We will continue to receive thos
comments until Tuesday, August 25th. W'l keep
record open for those additional coments and any

witten testinony.

rom
ance
e

t he

And as indicated this is being recorded.
The information will be on the MA' s website. In
addition, we are preparing a transcript of the neeting
and that will be posted on the website as well. And at
the end I wll repeat where you can go on the MA's
website to get that information.

So, as | get ready, | will introduce to you

the nmenbers of the MA staff who are here with ne
today. They are also listed on your screen. So
addition to ne as Conm ssi oner we have Jay Coon,

t he Deputy | nsurance Comm ssioner, Todd Switzer,

our Chief Actuary, and from Todd's staff we al so
Adam Zi mrer man, who is an actuary, Jeff Ji, who i
Seni or Actuary, and Nancy Miehl berger, who is an

analyst. In addition, we are joined by David Coo

in
who i s
who is
have
S a
ney,
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t he Associ ate Comm ssioner of Life and Health, G eg
Derwart, who is my Chief of Staff, and Craig Ey, who is
our Director of Communications.

As | remind again, this is being recorded.
We have a court reporter. So when you speak, please
state your nane and your organization clearly, and |'m
going to ask you to spell your l|ast nanme for the court
reporter.

So |l will nowturn it over to our Chief
Actuary, Todd Switzer, who has a few comments that he
woul d |i ke to make, and then when Todd concl udes, "1
start calling on individual conpanies and then
I ndi viduals. So Todd, I'll turn it over to you.

MR. SWTZER: Thank you. Good afternoon.
Bet ween the quarters, these quarterly neetings, ny team
and | have had lots of conversations with the carriers
and with consuners and with other state regulators, and
i nterested parties and benefit fromthose
conversations. And as has beconme our custom at the
start of these quarterly neetings, we try to bring in a

few of what has cone out of those conversations, sone
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new i tenms, because they have sparked further dial ogue
and created a base of information for us to tal k about
the inportant matters that are before us today. | have
three such matters. They're not connected. They're a
bit stray but they're in the category of again sonmewhat
new and al so things we thought you m ght be wonderi ng
about .

So the first is as we | ook at these rate
I ncreases, as they keep comng in, filings, for
exanpl e, the conposite requested, original requested
I ncreases, over a hundred percent of these filings, |
wonder how many peopl e when they get these increases
just can't pay and have to wal k away from what they
have i nvested already. M colleague, Jeff Ji, found
sonme information. The data is a little bit dated but
It showed that a study fromthe Society of Actuaries
and fromthe Life Insurance Marketing and Research
Associ ation -- and by the way they' re updating this
data which we'll look for -- has said that nonpaynment
of premium has led to cancellations, about 5 and a half

percent of |ong-termcare nenbers. And that was higher
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than | had wanted it had to be and | expected as tine
el apsed, and it has el apsed, and increases have becone
hi gher, that nunber has increased, but for the 150, 000

approxi mately Maryl and seniors that have | ong-term

care, that 5 and a half percent -- let nme just nake
sure I'"'mclear -- that includes both individual and
group -- is alnost 8,000 seniors, and we're trying to

find ways to work with everybody on this call to avoid
t hat .

Secondly, we | ooked at and consi dered
COVlI D- 19, and what | have today is not concl usions but
enpirical information. And the first is sadly, in
Maryl and, we have had 3500 deat hs as of August 12th due
to COVID, and nore sadly, 2100 approxi mately have been
in long-termcare facilities, nursing hones,
assisted-living facilities, for 60 percent of all
deaths. And that's higher than the nati onw de numnber
of 50 percent, 10 percent higher.

So just thinking about these things, again
no conclusions. And then the other, those 2100 deaths

out of 150,000 total long-term care nenbers, about 1
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and a half percent. |I'mtrying to understand what that
means in this context, as well as over the weekend the
ri sk-based capital, the surplus positions of the
conpani es for second quarter of '20 becone avail abl e,
and we | ooked at those to see how it has inpacted
surplus and capital positions of conpanies so far
t hrough this year as well.

Lastly, we had ten public coments, and
we're very grateful for those, and I would like to
t hank them by nanme but | won't take, those wll be

I ntroduced |ater. And | want you to again, as we said

before, | read those, | read them several tines, ny
team does. | share it oftentines with the actuaries of
the conpanies. It influences our rate review, and you

speak for many other people, you kind of a snall
handf ul of people that put forward what you're facing,
you speak for many people that are in the sane
situation. And we share these because oftentines the
numbers can be a bit inpersonal and want to get this
firsthand i npact, the bal ance of these decisions in

front of everyone who is a player in this. So thank
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you again. Wth that, I'lIl turn it back to the
Comm ssi oner.

COW SSI ONER Bl RRANE: Thank you, Todd. |
appreciate that, those comments. So as | indicated,
the order that we're going to go in, we're going to
speak to each of the conpanies and give their, the
conpany representative an opportunity to tal k about the
filing and the reason for the filing and the M A panel
will Iikely have questions for each of those speakers.
W will then invite those fol ks who RSVP' d to speak,
and if you did not RSVP, if you have not already signed
up or if you're not sure whether you signed up, then
pl ease just identify yourself in the chat room as
sonmeone who wants to speak. And then the third set of
people we'll talk to are the folks that are in the chat
room | would again ask everybody be to be m ndful of
the fact that you are being recorded, and we have a
court reporter that is taking down your words, so if
you woul d be thoughtful and considerate of M. Shocket,
who is taking down literally your words. |If you spell

terns that are not obvious, if you spell your | ast
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name, and speak |oudly and clearly, he would very nuch
appreciate that, as we all woul d.

So, with that, let nme start first by
calling on the representative of Allianz Life Insurance
Conpany. | believe that's Ms. Destranpe. So we can't
hear you but we'll be happy to have your presentation.
Are you having sonme technical difficulties? So, |'ll
tell you what, just to keep the hearing noving, why
don't we nove to Allianz Enpl oyers Reassurance G oup.
| believe that that's M. Darter, and then we wll conme
back to Ms. Destranpe.

MR. DARTER: Thank you, Conmmi ssi oner.

Real |y, we don't have any comments other than being
here to support Allianz in their efforts.

COW SSI ONER BI RRANE: Okay. So is
Ms. Destranpe on the line? W're going to give her
some time to cone back in. | think we have all had
t hat experience of the technol ogical challenge. |
think it's becone part of our new normal, that and "Can
you hear me?" So we will nove on to Genworth Life

| nsurance Conpany. Okay.

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




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

Page 15

MR. VI CHI NSKY: Good afternoon. Can
everyone hear nme?

COW SSI ONER Bl RRANE:  Yes.

MR. VI CHI NSKY: Great. Well, good
afternoon. M nanme is Alex Vichinsky. | wll spel
that out. V -- as in Victor -- I-CHI-NSK-Y. And I
am an actuary in Genworth's Long-Term Care Cl osed Bl ock
busi ness unit. | amin good standing with the Society
of Actuaries and the Anmerican Acadeny of Actuari es.

Comm ssion Birrane, thank you and the
Maryl and | nsurance Adm nistration team for hol ding
today's virtual hearing, and for providing Genworth and
our policyholders a forumto discuss what's happening
with our long-termcare insurance policies. | would
also like to thank all the policyholders who are on the
phone this afternoon for your interest and
partici pation.

During this unprecedented period, Genworth
under stands that our ability to support, service, and
protect our policyholders is of absolute inportance.

We take this very seriously and affirm our commtnent
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to be there for our policyhol 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 approxi mately 30, 000
Maryl and policyhol ders, and approximately 1.1 mllion
pol i cyhol ders nati onw de.

I am here today to speak specifically about
our current long-termcare premiumrate increase
filings, which are pending with the Maryl and | nsurance
Adm ni stration. Genworth understands how difficult
prem um increases are for our policyhol ders, so we
wel come this opportunity to provide information that
expl ains why rate increases are needed. W al so want
to discuss the various options we offer our
pol i cyhol ders, including our Stable Prem um Option and
Fl exi bl e Benefit Option, and the ways we assi st
policyhol ders to nake infornmed choi ces about their
specific LTC i nsurance needs.

Genworth pursued its first rate increases
in 2007 and 2010, which were generally smaller,

single-digit rate increases. In 2012, Genworth pursued
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its first large rate increases. |In 2014, after nore
significant |levels of claimdata were avail abl e,
Genworth did a deep dive on its LTC assunptions and
determ ned that significant adjustnments were needed.
The end results were very large rate increases to
reserves and the devel opnment of a Multi-Year Rate
Action Plan to pursue large rate increases over the
course of six to nine years beginning in 2017. The
Mul ti-Year Rate Action Plan continues to be the
supportabl e basis of these current pending rate
actions.

Genworth continues to incur substanti al
| osses on its legacy LTC bl ocks, approxinmately $425
mllion per year since the year 2014 through 2018. W
bel i eve that the achievenent of our Miti-Rate Action
Plan is an inportant conponent to our ability to pay
claims over the lifetime of these policies.

Genwort h's nunber one goal is to ensure our
clai ms-paying ability for our policyholders. Genworth
has no intention of taking dividends out of Genworth

Life I nsurance Conpany.
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Genworth currently is seeking rate
I ncreases on three product series. Qur PCS | product
series includes the follow ng policy form nunbers:
7000AP, 7020BB, and 7020V. W are seeking premiumrate
i ncreases of 201 percent for policies with lifetine
benefits and 63.1 percent for policies with [imted
benefits.

Acknowl edgi ng Maryl and Regul ati on, Genworth
would be willing to inplenment the requested rate
I ncreases over 8 years for policies with lifetinme
benefits and over 4 years for policies with [imted
benefits, with no nore than a 15 percent increase in
each year. This rate increase will inpact
approximately 1,100 policies. These forns have
received six prior rate increases, resulting in
I ncreases of no nore than 15 percent in each applicable
year.

Qur PCS Il product series includes the
following policy form nunbers: 7030R and 7032R. W are
seeking premiumrate increases of 145 percent for

policies with lifetime benefits and 66.7 percent for
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policies with [imted benefits. Acknow edgi ng Maryl and
Regul ation, Genworth would be willing to inplenent the
requested rate increase over 7 years for policies wth
lifetinme benefits and over 4 years for policies with
limted benefits, with no nore than a 15 percent
i ncrease in each year. This rate increase will inpact
approximately 5,500 policies. These policy forns have
received six prior rate increases, resulting in
I ncreases of no nore than 15 percent in each applicable
year .

The objective of the Multi-Year Rate Action
Plan for PCS 1 and PCS Il is to get closer to a
break-even point. This plan has remained |argely
unchanged and the rate increases continue to be
pursued. We will not make any nobney on these policies.
As such, we are taking a significant share in the cost
of deteriorating clainm experience.

Qur Choice Il product series includes the
foll owi ng form nunmbers: 7042NMD, 7044ND, 7042NMD Rev, and
7044MD Rev. W are seeking premumrate increases of

97.5 percent for all policies. Acknow edgi ng Maryl and
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Regul ation, Genworth would be willing to inplenent the
requested rate increase over 6 years, with no nore than
a 15 percent increase in each year. This rate increase
will inmpact approximately 10,000 policies. These
policy fornms have received three prior rate increases,
resulting in increases of no nore than 15 percent in
each applicabl e year.

On the Choice Il product series, Genworth
wi Il continue to eval uate whether additional rate
I ncreases will be needed as experience energes. Wen
we priced these long-termcare insurance policy forns,
we utilized professional, actuarial judgnent to devel op
assunptions that | ooked as |ong as 60 years into the
future. Genworth enploys our best efforts to conplete
a thorough, professional assessnent, at the tinme of
original pricing, and as we evaluate the bl ocks on an
ongoi ng basis. As experience nerges over time, we
continue to refine our experience data analysis to
i nform our assunption setting.

LTC cl ains experience takes a long tine to

develop. In general, policies are issued when
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policyholders are in their late 50s or early 60s, and
clainms generally don't start until they are in their
80s. Between this tine, we collect data on nortality
(how I ong policyhol ders are expected to |ive) and on

| apse (how many policyholders will decide to term nate
their coverage before they use their benefits).

Earlier rate increases accounted for policyhol ders
living | onger than expected and holding on to their
coverage |onger than expected, including the |ikelihood
of them becoming claimeligible.

Once policyhol ders reach cl aimage, we
start to collect data on norbidity. Think of this as
how peopl e age and the condition of their health as
they age. This includes information to help us
understand the |ikelihood of policyholders having an
eligible long-termcare event and going on claim how
much the claims are likely to cost, and how | ong t hey
are likely to | ast.

Since 2010, claiminformation has nore than
doubl ed for Genworth, and information on clains for

newer products is still devel oping. W have seen the

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




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

Page 22

clainms continue to cost nore and occur wi th higher
frequency than originally anticipated. This

devel opnent of adverse experience has driven the need
for rate increases.

We understand that prem umincreases are a
trenendous burden for our policyholders. W know this
because we talk to our custoners every day. |In fact,
nore than 230, 000 policyhol ders have called us to
di scuss their rate increases over just the |ast two
years.

At Genworth, we have a dedicated team of
al nost forty specially trained custoner service
representatives, whose sole responsibility is to take
calls related to rate increases. Qur custoner service
representatives are ready and willing to hel p each
pol i cyhol der understand their options, so he or she can
determ ne the best course of action for their
i ndi vidual situation. The vast mpjority of those
conversations |lead to options where the long-termcare
policy remains in place.

We al so have a website that permts

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




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

Page 23

policyholders to | earn nore about their options, and a
"real -tinme," web-based tool that financial advisors can
utilize to access information to help them explain
options to policyhol ders.

We continue to offer policyhol ders subject
to a rate increase a variety of options. Qur
pol i cyhol ders can choose to pay the full amunt of the
rate increase and maintain the current |evel of
protection, or, instead of paying higher prem uns, nake
custom benefit adjustnments, to find the right bal ance
of affordability and protection for their individual
si tuati on.

Wth a full approval of the rate increase
requested, PCS Il policyhol ders would be offered our
new Lifetine Stable Prem um Option, which has been
submtted for approval by the Maryland I nsurance
Adm nistration. This option is designed to have a
reduced, but still nmeaningful, set of benefits and
provides the stability of a lifetime premumrate
guar ant ee.

Choice Il policyhol ders woul d be offered
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our new Fl exi bl e Benefit Option, which has been
submtted for approval by the Maryland | nsurance
Adm nistration. This option is designed to have a
reduced, but still meaningful, set of benefits and
provides the stability of a prem umrate guarantee
until 2025.

For policyhol ders who no | onger can afford
or want to pay any future prem uns, we voluntarily
of fer appear a nonforfeiture option that equals a
"paid-up policy.” Wth this option, if the policyhol der
beconmes claimeligible, Genworth wll reinburse
eligi ble expenses, up to the amount of prem um paid by
t he policyhol der, mnus any clains that we previously
paid. In addition, a policyholder would still have
access to the care coordination services that our
conpany provi des.

From our overall nationw de experience on
the rate increases we have inplenented since 2012, even
with the variety of options provided, we have seen
approxi mately 68 percent of our policyhol ders choose to

pay the higher prem uns, which suggests that they
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understand the value of the coverage that a |l ong-term
care insurance policy provides.

In conclusion, | hope that the comments
t oday have denonstrated that Genworth actively nanages
our business to try to ensure that we will be here for
our policyhol ders when they need us nost, to make sure
we are avail able to provide the answers they need, and
to pay eligible clains if and when those needs shoul d
arise. To date, Genworth has paid over $20 billion to
our policyhol ders across nearly 300,000 clains for
eligible long-termcare benefit.

We remain commtted to working with the
Maryl and I nsurance Adm nistration to inplenent
actuarially justified rate increases in a reasonable
and responsi bl e manner, keeping in mnd policyhol der
I nterest and concerns.

Comm ssi oner Birrane, Genworth appreciates
the opportunity to participate in today's hearing. |
woul d be happy to answer any questions from you or
menmbers of your team

COW SSI ONER BI RRANE: Thank you very nuch.

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




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

Page 26

| think, Todd, perhaps you and your team nenbers want
to lead us in any questions that you wll have.

MR. SWTZER: Sure. Thank you. Thank you,
M. Vi chi nsky. Rel ated to form 744, we have a
technical question froman interested party, which was,
is the experience used to evaluate that forminclusive
of GE Capital and Brighthouse, Travelers, due to
conbi ni ng of bl ocks, over the years? W |ooked at the
filing, and weren't sure, and prom sed we woul d ask.

MR. VI CHI NSKY: Thank you for the question,
Todd. | will need to verify that with our teamthat
handl es all the experience data. Unfortunately, |
don't have that answer on hand right now but 1]
certainly follow up with you.

MR. SWTZER: Sure. Understand. Related
to the presentation, so you nentioned that PCS Il is
priced to get closer to break-even, not to make any
noney. Wbould you put that in these terns, does that
nmean, is the aimto pay clains, just pay clains, pay
claims plus expenses, all expenses, pay clainms plus

portion of expenses, perhaps overhead or sonething of
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t hat nature, pay clains plus all expenses plus
di m ni shed profit? | know you've shoul dered sone of it
In the dimnished profit clearly, but in that context
can you define the break-even a little further, please?

MR. VI CHI NSKY: Sure. So specifically for
the PCS Il block of business, you know, right now this
bl ock sits at a lifetinme loss ratio of roughly 140
percent, which nmeans that every today dollar of prem um
that Genworth collects over the life of the bl ock,
we're paying out a dollar and 40 cents in clainms. So
that's before considering any expenses. And even after
t he execution of the Mult-Year Rate Action Plan, we're
going to remain a very high lifetinme loss ratio, wel
north of a hundred percent. So for that block, you
know, we expect that we will remain in a |oss position
t hroughout the entirety of the block's life cycle.

MR. SWTZER: And that gets to at the heart
of ny question, because for the filing that we
di scussed at the last hearing, the Miulti-Year Rate
Action Plan after Phase 2 in 2023 had a lifetime | oss

ratio of 68 percent. I'mjust trying to, | realize
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that different blocks, that's a whol e block kind of

| ook, that was for a particular block, |ooking at

bl ock- by- bl ock but al so considering the context of all
30, 000 Maryl anders you have with us, that wll be
sonething we will keep working with you on to

under stand better. Thank you.

MR JI: Hi. This is Jeff Ji fromMA MW
guestion is, what if, what is your plan, if the full
requested increases are not approved by MA what is
your plan?

MR. VI CHI NSKY: Sure. Thanks for the
question. You know, our plan as we pursue the
multi-year plan on a nationw de basis is to continue to
pursue those anmpbunts in states where the full anpunts
are not approved in the initial filing. So, you know,
we understand the Maryl and | nsurance Adm ni stration
does have, you know, specific regulations that dictate
how much can be granted in a single year. And, you
know, we're happy to work with the Adm ni strati on under
t hose guidelines. But, you know, it is our intent to,

you know, pursue these rate increases over a nunber of
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years until the ultimate rate level is achieved that's
needed to support the clains-paying ability of these
bl ocks.

MR. JI: Okay. Thank you.

COW SSI ONER BI RRANE: Are there any other

guestions of Genworth fromthe Ofice of the Chief

Actuary?

MR. ZIMVERVAN:  Hi.  This is Adam
Zimrerman. Sorry. | was on nute. | just had a
guestion about the COVID inpact. | know Todd had

mentioned it at the start of the neeting, with being
one of, being the largest |long-termcare insurance, |
was wondering if you could share any prelimnary
information related to increased nortality or decreased
nmor bidity because of COVI D.

MR. VI CHI NSKY: Sure. | would be happy to.
You know, we have al ready seen | ower new cl ai ns
subm ssions since md March, as people are concerned
with either entering a nursing hone at this tinme or
havi ng a heal thcare aide cone into the honme. W expect

this lower |level of claimincidents to continue in the
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short-termbut ultimtely rebound back to normal |evels
in a longer term W could eventually see a m xed
shift fromnursing home and assisted-living facilities
to nore home care clains but to date we have not seen a
meani ngful shift in the first care situs for those new
claims. So overall it's too early to determ ne how
these factors could inpact utilization but we will be
tracking this and a nunmber of nmetrics as the weeks and
nont hs go on.

MR. ZI MVERMAN:  Thank you.

COW SSI ONER BI RRANE:  Any questions from
any other M A participants? Well, hearing none, we
thank you for the presentation. And | want to assure
everyone that while we nmay not have had, we as the MA
may not have had | ots of questions specifically from
today's presentation, we have been reviewing the rate
filings. W have had a nunber of discussions with the
conpani es as we have dug into the nunbers and dug into
the proposals. But today we're really only focusing on
new i nformati on that cones up in the course of this

hearing as the conpani es present their reasoning. And
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so that's why you may only have a few questions for
each conpany as a result of their presentation today.
So again thank you very nuch. | appreciate it. Let ne
turn back to Allianz and see if Ms. Destranpe has been
able to solve her audio problem

MS. DESTRAMPE: Can you hear nme now?

COW SSI ONER BI RRANE: We can hear you now.

MS. DESTRAMPE: | am so sorry for that
bef ore.

COW SSI ONER BIRRANE: It's our new normal.
That just happens.

MS. DESTRAMPE: Okay. So should | get
started?

COWM SSI ONER Bl RRANE:  Absol utely.

MS. DESTRAMPE: All right. So, my nanme is
Noel |l e Destranpe. It's DDE-S-T-RA-MP-E. And | am a
| ong-term care actuary at Allianz Life |Insurance
Conmpany of North Anerica and amin good standing with
the Society of Actuaries and the Acadeny of Actuaries.
| amjoined on this call by Jennifer Wiollet, counsel

to Allianz Life. | would |ike to say thank you for
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review ng our filing and having this hearing today to
give us the opportunity to discuss our |long-termcare
filing currently pending with the M A and thank you to
Comm ssi oner Birrane. W understand that |ong-term
care rate increases are difficult for our policyhol ders
and difficult for insurance departnments to bal ance the
i npact on their constituents while maintaining a
private market for long-term care needs. So we do
appreciate your tinme on this matter.

We are requesting a rate increase on our
Secure Senior and Future Sel ect series products, policy
form nunbers N-2720, N-2721, and then finally N-3000
policy forms sold in Maryland from 1996 to 2003. This
rate i ncrease would inpact around 618 of our 1,626
Maryl and policyhol ders. W are currently requesting an
average rate increase of 41 percent, which is |ower
than the original request for this filing to the MA.
The level of the rate increase varies by the benefit
i ncrease rider that is attached to the policy and the
policy's benefit period. Just for some background, the

benefit increase rider increases benefits by a certain
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percent age each year. Policies with the benefit
I ncrease rider and a benefit period greater than two
years would receive a rate increase over a three-year
period at level of 12.5 percent each year to conply
with Maryland's regulation to cap rate increases at 15
percent each year. Policies with a two-year benefit
period and policies without a benefit increase rider
woul d receive a one-tine 10 percent rate increase.

This filing is part of a nationw de rate
I ncrease request and is the third rate increase
requested on these policy fornms. In 2009, M A approved
15 percent of a 25 percent requested rate increase, and
in 2013 M A al so approved 15 percent of a 25 percent
requested rate increase. |f these premumlevels are
approved, they will still be lower than the rate
I ncrease request on these products nationw de and w ||
al so be | ower than what it would cost to purchase a
| ong-term care policy out in the market today.

We are filing for rate increases because
sone of the pricing assunptions for these guaranteed

renewabl e products, although they were based on the
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best information available at the tinme, have not been
consi stent with energing experience. W have seen nore
peopl e going on claimand clains |asting |onger than
originally assunmed when these products were priced. W
have al so seen people holding onto their policies
| onger than originally expected when these products
were priced which results in nore policies reaching an
age where they need care and go on claim The energing
experience is worse for policies with the benefit
I ncreased riders and | onger benefit periods so that is
why the rate increase request is |larger for these
policy characteristics. Based on our experience, we
could justify higher rate increases on these products
t han what was requested but we do strongly consider the
| npact rate increases have on our policyholders. Since
the MA is unlikely to approve the full rate increase
originally requested on the filing, the Conpany
anticipates additional rate increases in the future on
t hese policy forns.

We take the decision to do rate increases

very seriously and keep in mnd the bal ance of
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financial | osses of the business and the inpact rate
I ncreases have on our policyhol ders throughout making
t hi s deci sion.

Thi s business has loss ratios well in
excess of 100 percent which nmeans we are expected to
pay out nmuch nore in clainms than we have received in
prem um over the |life of the policy form which shows
that the conpany is sharing in the |osses of the
business. We do realize rate increases are difficult
for our policyholders but nmaking these adjustnments wll
hel p ensure policyholders will have these nuch needed
benefits in the future. Qur highest priority is to
fulfill our commtnments to our policyhol ders.

To hel p policyholders that nmay not be able
to afford the higher prem uns, or choose not to
mai ntain their current coverage, we are offering
several options to reduce the inpact of the rate
i ncrease such as reducing their benefit period or
benefit amounts, cancelling their benefit increase
rider or lengthening their elimnation period anong

ot her options. Policyhol ders that choose to reduce or

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




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

Page 36

cancel their benefit increase riders will maintain al
of their past accrued benefit increases to date.

Lastly, if policyholders no | onger want to
pay prem uns, instead of losing their entire coverage,
we are offering a paid-up benefit typically equal to
the prem uns that have been paid into the policy.

Nati onwi de, we have seen in the low single digits el ect
this option which does highlight the value seen in the
product. | do encourage any affected policyholders to
call our contact center for any assistance wth

under standi ng the options that are available. Qur
contact center is fully trained on long-termcare
products and rate increases. They wll be able to wal k
t hrough options avail able and the cost associated with
each opti on.

I n our experience, the vast majority of
policyhol ders inpacted by a rate increase have deci ded
to maintain their current benefits and pay the
i ncreased premum And | believe this is in line with
experience across the industry. Nationw de, we have

seen about around 20 percent of policyholders elect to
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reduce benefits on recent rate increases on our other
policy forms. Policyholders see the value in long-term
care insurance to cover future |long-term care needs
that can be very costly and deplete retirenent savings
very quickly.

Thank you again for providing Allianz Life
the opportunity to speak today and thank you for your
consi deration on our filings.

COW SSI ONER BI RRANE: Great. Thank you
for the presentation. And once again let's start with
the Ofice of the Chief Actuary. Todd, if you or your
t eam nmenbers have any questions.

MR. SWTZER: Sure. Thank you, M.
Destranpe, and thank you, we have been working with
you, as you well know, on your filing, and | think
we're close to comng to closure. As you alluded, the
lifetinme loss ratio at this final stage of the filing
is 120 percent plus, and that's appreciated, and it's
consistent with what you said considering what seniors
are facing. M question is simlar to Genworth, and

"Il restate it. Recognizing that the two prinme
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sources of building reserve and paying cl ai ns, being
prem unms, you nentioned, and al so i nvestnent incone,
and a recent filing | ooked at, investnent income was 60
percent of the premiumover the lifetime, a sizable
anobunt, nore than nost other narkets that |'ve seen.
Is the goal, pricing target, phil osophical aim behind
the rate increases you' re seeking to pay clains, keep
prom ses, pay clainms plus expenses or a portion, pay
claims and expenses and di m ni shed profit? Can you
expand on that kind of view into what's behind the
proposal s, and the |ong-term proposals, please?

MS. DESTRAMPE: Sure. As nentioned
previously on the other filing, we do, yeah, we do have
| oss ratios well in excess of a hundred percent so we
aren't covering those expenses you speak of or any
profit there. And if you --

MR. SWTZER: Go ahead. Sorry.

MS. DESTRAMPE: Sorry. OCkay. Go ahead.

MR. SWTZER: No, go ahead.

MS. DESTRAMPE: So, with that, with that

being said, yeah, we are losing still on the business
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but, and we could, you know, be asking for much, nuch
hi gher rate increases but again, it was nore getting to
a level that bal ances the inpact on the policyhol ders
with, with | guess trying to reduce those | osses that
we are going to experience.

MR. SWTZER: Ckay. Thank you. And, yeah,
we may just reserve, pursue further. You know, we have
had, we start with and had one scenario of prem um and
then the clains alone and the hundred percent. Just
trying to bring in the investnent incone side of things
and all sources of paying clains, and we may just seek
to understand that better with you even better by going
forward. But thanks again. That's all that | have.

MS. DESTRAMPE: Sure.

MR JI: H . This Jeff Ji fromMA W
question is, | noticed that your last filing approved
by nmy, our office, was in 2013. M question is why
wait for another 7 years to request such filing, such
filing, rate increase now?

MS. DESTRAMPE: Sure. Good question. So,

yeah, we have been in the past fairly conservative with
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our rate increase requests. W just didn't have a | ot
of enmerging experience to go off of at the tinme. W
have seen over a 4-year period recently that our clains
have doubled in size. So we do have a lot nore
experience to go off of. So that nade us nore
confortable with requesting rate increases. W have
cone in for rate increases on sone other policy forms.
So at this point we're coming in on these policy forns,
so it's nore around the experience that has started
ranpi ng up on our bl ocks.

MR. JI: Thank you.

COWM SSI ONER BI RRANE: Any ot her questions
fromthe Ofice of the Chief Actuary? Anybody el se at
the M A? Ckay.

MS. DESTRAMPE: Thanks again for letting ne
go out of turn.

COW SSI ONER Bl RRANE: No, no, no. No
worries. Thank you for the information. We'll now
nove to MedAnerica | nsurance Conpany. Yes, M. Kinney?

MR. KINNEY: Yes. Can you hear ne?

COW SSI ONER Bl RRANE:  We can.
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MR. KINNEY: Ckay. Thank you.

Comm ssi oner Birrane, M. Switzer, Maryland |Insurance
Adm ni stration staff, and guests, thank you for the
opportunity to appear regarding our |ong-termcare
premumrate increase filings. M nanme is Patrick
Kinney, and | amthe Director of LTC Pricing at
MedAnmeri ca | nsurance Conpany. M comrents have been
submtted in witing for the benefit of the court
reporter.

MedAnerica sold stand-al one long-term care
policies nationwi de from 1987 through early 2016.

Al t hough the conpany ceased sales at that tinme, we
remain commtted to provide prom sed LTC benefits to
t he nearly 100, 000 people across the country --

I ncl udi ng al nost 400 in Maryland -- who rely on us to
continue their coverage long into the future.

Adver se experience in policy persistency,
norbidity and interest earnings threatens the financial
health of the LTC i ndustry. MedAnerica is a nonoline
LTC conpany with no other insurance products to offset

projected shortfalls fromlong-termcare coverage. W
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believe that further premumrate increases are
necessary now to assure our ability to pay LTC clains
in the long term We need to place our closed bl ock
LTC products occupy on a sounder financial footing for
the future.

Today' s hearing concerns our requested 15
percent annual premiumrate increases on our
"Sinmplicity" and "Prem er” individual LTC products. By
"Sinmplicity" | amreferring to Policy Form SPL-336.
"Premer"” refers to all other policy fornms specified in
t he public hearing announcenent, which we also refer to
as "Series 11 and Prior" in our filing.

Sinplicity policies were issued in Maryl and
from Cct ober 2005 through Decenber 2008. As of
year-end 2019, there are 102 individual Mryl and
policyholders who will be affected by a rate increase,

i f approved. The Series 11 and Prior policies were

i ssued from 1996 through Septenmber 2015. A rate

i ncrease on this block would affect 78 policyhol ders.
| recognize that these may seem | i ke very

smal | bl ocks. MedAnerica is a small conpany, and we
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are pursuing these rate increase requests nati onw de.
Of all jurisdictions where we are seeking this
I ncrease, Maryland Sinplicity is in approximately the
45t h percentile nationwi de made by inforce count, while
for the older Prem er block Maryland is now
approximately the 77th percentile, up from 60th at our
| ast rate increase request in 2018. Although the
annual premumrate increases we have asked for may
seemsmall in total dollar inpact to the Conpany, they
are not insignificant to us, and of course they're
significant to our insureds.

We believe it is a matter of equity across
I nsureds nationw de that we seek simlar rate increases
in all states. State-by-state approvals can and do and
vary dramatically. In the current round of rate
filings, we have adjusted the anobunt requested in each
jurisdiction to achieve an actuarially equival ent
lifetinme |oss ratio, as described in Appendi x B of each
respective Actuarial Menorandum which are available to
the public on the Maryland | nsurance Adm ni stration

websi t e.
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In Maryl and, we recogni ze there is a
regulatory limt of 15 percent on any annual prem um
rate increase. At 15 percent per year, we would need
i ncreases for the next three to nine years to achieve
the nationwi de targets. The Actuarial Menorandum
supporting each rate filing presents the experience
anal ysis and projections justifying the full rate
I ncreases we believe to be necessary, for illustrative
pur poses and for consistency with the information
provided in other jurisdictions. W feel that this
transparency provides Maryland regulators with a nore
conplete picture of the financial risk to the Conpany,
and the rate actions ultimtely considered necessary to
mtigate these risks.

We feel it would be in policyhol ders' best
Interest if the adm nistration were to approve a series
of 15 percent annual increases. That would allow the
Conpany to conmuni cate known future rate increases to
our insureds, who could then nmake deci sions regarding
their policies with a fuller know edge of future

expect ati ons.
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MedAnmerica will offer insureds affected by
the premumrate increase the option of reducing their
policy benefits to provide flexibility of choice for
t hose insureds who wish to maintain a prem um | evel
reasonably simlar to what they were paying prior to
the rate increase. Furthernore, the conpany is
offering a Contingent Non-forfeiture benefit to al
i nsureds affected by the rate increase, so that a
pol i cyhol der who | apses prem um paynents due to the
rate increase remains eligible to receive sone | evel of
pai d-up benefit in the future.

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

The Conpany takes pride in providing
quality claimservice to our insureds. 96 percent of

claimants surveyed rate their experience wth
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MedAneri ca as above average or excellent, and our
average tinme to pay a claimis 6.4 days. W believe
this service excellence is a critical conponent to
fulfilling our prom ses and taking care of our

i nsureds, and we intend to continue providing this

| evel of service going forward.

In closing, | would like to reiterate that
despite the fact that we no | onger sell long-termcare
I nsurance, MedAnerica remains commtted to delivering
on all of our prom ses to our customers. Ganting
actuarially justified rate increases will help assure
we have the financial strength to continue providing
t he benefits and service our insureds expect and
deserve.

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

COW SSI ONER BI RRANE: Thank you. Does the
O fice of the Chief Actuary have questions?

MR. SW TZER: Thank you, M. Kinney. So we
do take note that MedAnerica is a nonoline conpany | ust

selling long-termcare. W do appreciate that in these
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filings that we're working through with you, the
average lifetinme loss ratio inplicit in what you're
proposing is about 105 and as high as 120.

My question is this. As we | ooked at the
financial statenments through the first two quarters of
2020, we saw a nodest increase in the Conpany's capital
and surplus, about a mllion dollars. Are you
expecting that to continue through the remaining two
gquarters of the year, do you expect norbidity to be
such that that m ght continue? Any read at this point?

MR. KINNEY: | think we have seen a little
bit of a drop-off in new clains due to COVID as you
asked one of the other conpanies involved. W do
expect a rebound there. W, you know, continue to
expect in the long termthat experience will get back
to the levels in the projections in our filing. So
whil e the second quarter may have seen a slight
increase in RBC, | don't particularly see that as a
| ong-term favorabl e i npact.

MR. SW TZER: Understand. Do you expect

the latter half of this year to rebound or return to

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




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

Page 48

past levels or nore in 2021, or are waiting to see?

MR. KINNEY: It's really hard to say.
We're waiting at this point.

MR. SWTZER: Right. Okay. Thank you.
That's all that | have.

MR JI: M. Kinney, ny question is, |
noti ce that your nationw de premumrate increase
targets have increased a ot fromthe last filing. Can
you provide, can you explain the reason?

MR. KINNEY: Well, it could be that there,
the nationwide filing, the filings that we're
requesti ng now have been actuarially equival ent, have
been adjusted to be actuarially equivalent to the
nationw de filing that was submtted, | think in your
case, two years ago on Prem er and maybe four years ago
on Sinplicity. Sinplicity is a new filing, new round
of filings, so we have anal yzed experi ence and
determ ned a rate increase on that basis. For Prem er
we have adjusted to reflect the | evel of approval in
different states in order to achi eve actuari al

equi val ence. Sone states have approved the full
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I ncrease two years ago, sonme states approved, you know,
a | arger increase. Maryland approved, you know, 15
percent or two 15 percent increases. |n order to get
t he nati onwi de experience to a comon actuarially
equi valent loss ratio we've adjusted the increases in
states that are, where the approvals are | ower than the
average that we have seen.

MR. JI: Okay. You nean that's because of
the delay of the full rate increase?

MR. KI NNEY: Yes.

MR. JlI: Okay. Thank you.

COWM SSI ONER BI RRANE: Any ot her questions
fromthe Ofice of the Chief Actuary or any other
Maryl and | nsurance Adm nistration staff nmenber? M.
Ki nney, | had a question for you. Wth regard to both
of the products what was the tinmefranme in which they
wer e mar ket ed?

MR. KINNEY: Yes, the Sinplicity SPL-336
was nmarketed from 2005 to 2008. The other policies
were from 1996 through 20 -- 20 -- yeah, 2005, | should

say. In ny earlier testinony | discovered there was a
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typo just now. It was 2005 for the Series 11, and
Prior, and that at that point we started issuing the
Sinplicity policy for Maryland. | apol ogize for that
error.

COW SSI ONER BI RRANE: That's all right.
Thank you. | don't think we have any other questions.
So i want to thank you for your testinony today. And
now we will hear from Metropolitan Life |Insurance
Conmpany. | think we have M. Trend and M. Reilly.

MR. SWTZER We can't hear you, Jonat han.

COVWM SSI ONER Bl RRANE: So M. Reilly, are
we able to hear you?

MR. REILLY: Testing. Can you hear nme now?

COW SSI ONER Bl RRANE: We can hear you.

MR. REILLY: Okay. W're just waiting for
Jonat han.

COW SSI ONER BI RRANE: M. Trend?

MR. REILLY: Yes. W'I|l wait for himone
m nut e.

COWM SSI ONER BI RRANE: One of the things

that sonme of us have had to do is to | og out, |og back
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in, and to select their conputer audio, or you may try
t he phone. So there you are. So, M. Trend, are you
on the phone? There you are.

MR. TREND: Can you hear nme now?

MR. SW TZER: Yeah, all good.

MR. TREND: Thank you. Apologies. So
t hank you for having us. Good afternoon, Conm ssioner
Bi rrane, nmenbers of the Maryland I nsurance
Adm ni strati on panel, |ong-termcare policyhol ders and
ot her interested nenbers of the public. MW nane is
Jonat han Trend. | ama Senior Vice President and
Actuary at Metropolitan Life Insurance Conpany. | have
oversi ght responsibility for the actuarial nmenoranda
and acconpanyi ng docunents that support the
applications. | ama Fellow of the Society of
Actuaries, a Menber of the Anmerican Acadeny of
Actuaries, and have over 20 years of experience with
| ong-term care insurance and the risks, assunptions,
and benefits that are characteristic of the coverage.

Also with ne is TomReilly. Tomis

MetLife's Assistant Vice President of LTC Product
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Managenment and Conpli ance.

We wel come the opportunity to present our
views on MetLife's long-termcare insurance rate
filings currently before the Maryl and | nsurance
Adm ni strati on and answer your questions. Thank you
al so for providing this forumfor Maryland citizens,

i ncl udi ng our val ued custoners, to express their views
and comments on the filings. Qur brief presentation
will include a description of the steps we have taken
to mtigate the inpact of the proposed increases. W
al so hope to provide a greater understanding of why the
I ncreases are necessary, and the process MetlLife uses
to evaluate the underlying assunptions and risks that
we are required to assess before filing for an increase
with the Adm nistration.

Pl ease keep in mnd that this presentation
wi Il highlight and expound upon certain areas rel ated
to MetLife's filings made with the Adm nistration on
May 21st, 2020. The filings present the full and
conplete actuarial basis for the requested rate

I ncreases and constitute MetLife's official request.
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MetLife's decision to file for the rate
I ncreases was made only after careful and in-depth
anal ysis of the experience relating to these policies
that are the subject of these filings. W are
proposi ng these increases in |light of the information
that has energed over the years the policies have been
in force, including claimexperience and persistency;
and the changes in assunptions underlying the policies
since they were first issued. MetLife believes that
the rate filings made with the Adm nistration clearly
denonstrate that the increases are needed because the
experience relating to the policies has been and is
expected to remain materially worse than initially
anticipated. This is also ny professional opinion.

| believe that the proposed prem um
schedul es are not excessive, nor unfairly
di scrimnatory and the benefits provided are reasonabl e
in relation to the proposed prem uns based on the
lifetinme lost ratio being in excess of the m nimum
requi renent set by Maryl and i nsurance | aw.

I am now going to turn the presentation
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over to ny colleague TomReilly, who wll provide an
overvi ew of the scope of MetLife's applications for
I ncreases. Tom | think you're on nute.

MR. REILLY: Yeah, thanks, Jonathan. As
background to the filings, | think it will be hel pful
to briefly explain the scope of the application that is
the subject of today's hearing. MetLife is seeking
approval of 21 percent on policy forns associated with
MetLife's AARP | ong-term care business, specifically
its Original Plan and its Flex Choice Plan issued to
menbers of AARP between 2000 and 2005. Approxi mately
1,253 insureds fromthis business nmay be inpacted by
these rate increases.

Jonat han wi Il now address the actuari al
aspects of the filing.

MR. TREND: As previously nentioned,
MetLife believes that the applications denonstrate that
the requested increases are justified and neet all
Maryl and requirenents for approval. To assist you with
your review, | will briefly speak to the applications

and why we believe the requested increases are
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reasonable. | will start by referring you to specific
portions of the filings that denonstrate that the | oss
rati o on the Maryland policies, after application of
the requested increases, will remain far in excess of
the mnimumloss ratio required for rate revisions
under Maryl and insurance | aw.

The term "l oss ratio" used throughout our
testinmony is here defined as the ratio of incurred
claims (the nonies paid to claimants) to earned pren um
(the nmonies we collect from policyholders). References
to "past", "future" and "lifetinme" loss ratio or
simlar qualifiers indicate the inclusion of interest
(the tinme value of npbney) in the calcul ations, which is
a required and accepted actuarial practice.

As part of the inforce managenent of the
busi ness, MetLife nonitors the performance of the
busi ness by conpl eting periodic anal yses of persistency
rates (how many policyhol ders keep their policies),
nortality rates (how I ong policyholders |live) and
norbidity rates (the frequency and severity of clains).

The findings fromthese anal yses were used in
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projecting the future perfornmance of inforce business
to determ ne the effect of experience on the projected
lifetime loss ratio. The reason we study these
paraneters i s because they bear directly on projected
| evel s of clains and premiuns over the lifetine of the
policies.

As explained in the nenoranda, overal
actual persistency rates have been hi gher than that
assuned when the policies were priced, nortality rates
have been | ower than that assumed in pricing, and
norbidity | evels have been generally higher than that
assunmed in pricing. The conbined result of past
experience and future projections based on current
assunptions, without a rate increase, is a loss ratio
that far exceeds the m ni num requirenents. In fact,
the current projected lifetime loss ratio in Maryl and
ranges from 111 to 117 percent. This means that our
current rate basis has us paying out $111 to $117 in
benefits for every $100 we collect in premium Even
after rate increases at the | evel requested in our

applications, the loss ratio for the Maryl and policies
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wll range from 105 to 113 percent, again, well in
excess of the m nimum requirenent.

Tom wi I | now concl ude our testinmony.

MR. REILLY: Please be assured that while
MetLife believes the requested increases are necessary,
justified, and permtted under Maryl and i nsurance | aws
and regul ati ons, we al so understand that any approved
I ncreases may cause sone policyhol ders to consi der
cancelling their coverage. MetLife's experience shows
that the vast mpjority of policyholders choose to
mai ntain their coverage even in the face pf rate
i ncreases. For all policyholders, including those who
may consi der ending their coverage because of any
approved rate increase, we wll offer themnultiple
options, where available, to nodify their coverage to
keep their premuns at a level simlar to their current
prem uns.

In addition, we are extending the use of
the nonforfeiture endorsenent, which was previously
aut hori zed by your Adm nistration. This endorsenent

will provide a nonforfeiture benefit so that al
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pol i cyhol ders who choose to stop paying premuns in
response to a rate increase can still maintain sone
pai d-up coverage. This neans that for these policies,
every prem um dollar previously paid, mnus any
benefits already received, will be available as a
benefit if the insured goes into claim

In closing, | feel the value provided by
this coverage is significant and we are proud of the
service we have provided to MetLife policyhol ders,
especially at the tinme of claim Since entering the
| ong-term care insurance market, MetLife has paid out
approximately $5.3 billion in clains.

Thank you for the opportunity to testify in
support of MetLife's applications. W respectfully
request that the Adm nistration approve the filings as
submtted. This concludes our prepared renmarKks.

COW SSI ONER BI RRANE: Thank you very rmuch.
And | guess we'll turn to the Ofice of the Chief
Actuary. Are there are any questions?

MR. SW TZER: Thanks again to both of you

and thanks for everyone working on filings obviously
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and as you al luded appreciate the inplicit lifetine

| oss ratio in your proposal of 109 percent. Also
appreciate in recent filings, not the AARP filings but
working with us toward a 3-year nultiyear rate action
foll owed by a 7-year rate block so that we had 10 years
of certainty. W've had feedback from consunmers and
consumer advocates on that in different states, within
Maryland as well. And it's well received and

appreci ated and neans sonething to those who benefitted
fromit, and thank you.

My question is, in |ooking at again the
surplus of MetLife, and know MetLife is a |l arge
conpany, so far through the first half the results
appear to be, first half of the year, this year, be
very favorabl e and surpluses increased a very
noti ceabl e nunber. For, excuse ne, for the actuaries,
the 2019 RBC appears at 714 gone up by rough estimtes
by 136 points to 851. So understanding the inpacts of
COVI D but wondering if such beneficial financial
i npacts will be conpletely undone, could that

| nprovenent in the conpany's financial strength have
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any inpact on the LTC proposals currently and are going
forward, please?

MR. TREND: Yes, now, thank you. And
you're right, obviously MetLife being a | arge
multi-line conpany has trenmendous resources for tines
li ke this, when things go south. In terns of how we
manage our |ong-termcare product line, that's really
not an issue. As we have discussed in the past, we
managed towards that lifetine loss ratio relative to
the statutory m ninmuns, so, and sone of the other
carriers, what the strategy is. W really don't manage
the product line to a profitability nmeasure. Qbviously
profitability is significant as far as the goals of the
conpany and the sharehol ders but when it cones to rate
action we really have a pretty nyopic view about the
| oss ratio, is the regulatory franmework, and
cal culating premumrate increases under that framework
is really our guiding principle.

MR. SW TZER: Understand and appreciate
that. And just to keep putting a finer point, and

we' ve appreciated over tinme how our conversations have
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evolved, | think that it is beneficial for both of us
that we find it hel pful and necessary to translate
those loss ratios into what it neans in terns of paying
claims and expenses and profit, and we'll keep doing
that in those terms and work with you on that. But
under st and why what you've outlined, what you have j ust
outlined, we just take that, and translate it into sone
other terns and we'll do that in future correspondence.
And t hanks again.

MR. TREND: Yes.

MR JI: H. This is Jeff. M question is
you nmentioned at your last filing there were
several approved filings at a 10-year, | nean 3-year
mul tiyear rate increases and a 7-year rate guarantee.
For these two filings are you planning to offer a
simlar plan, like a rate guarantee, lifetine rate
guarantee or 10-year rate block, that kind of
structure?

MR. TREND: We could certainly discuss sone
formof a rate guarantee for this block. | have a

little hesitancy relative to what we did on our other
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filings in that this is group insurance, as you know,
and it is, in addition to the statutory standards, is
al so subject to contractual obligations, wth the AARP
as the policyholder. So it's not quite as
straightforward in ternms of our ability to provide an
ext ended rate guarantee. But we can certainly discuss,
you know, the forum you know, sonething that m ght
work for all parties.

MR. JlI: Okay. Thank you.

COW SSI ONER BI RRANE:  Anyone el se fromthe
O fice of the Chief Actuary or anyone else fromthe MA
staff? Well, thank you gentlenen very nuch for your
time and for your presentation. This concludes the
portion of the hearing in which we are taking reports
fromthe insurance conpanies. And we wll now give
fol ks who have previously indicated that they wanted to
speak the opportunity to do so. And |I'mnot going to
take you in any particular order other than what's in
my sign-up sheet, which | assume is in order in which
peopl e responded and indicated a desire to speak.

So agai n a coupl e housekeepi ng things.

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




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

Page 63

Keep in mnd that this is being recorded and we do have
a court reporter who is al so taking down your words.
So speaking slowy and clearly really hel ps and
i dentifying, spelling your last nane also really hel ps
as well. So with that, et me turn first to -- and I'm
not sure if it's pronounced "freed" or "fried" but Adam
Fried, would you |ike the opportunity to speak?

MR. FRIED: Yes. And it's "freed"
(phonetic).

COWM SSI ONER BI RRANE: Thank you,
M. Fried. W would very nmuch |like to hear what you
have to say.

MR. FRIED: So I first want to thank Nancy
-- sorry, last nanme | may say this wong --
Muehl berger, and Jeff Ji for their help in hel ping ne
understand the rate approval process and pointing out
what stage, you know, what stage they're in, how their
approach and goal s inpact prem umlevels and
policyholders in their state. | look at this and | say
that we're left with two sides of a dilemm facing the

I nsurance departnent. And the spelling of nmy | ast
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name, |I'msorry, is F-R-1-E-D.
Naturally it's bad for a state if the

I nsurance conpany goes out on bankruptcy due to a bad
bl ock of business or an inability to get a rate
i ncrease. However, it is also bad for a policyhol der
in the state if they are priced out of the market by
the i nsurance departnent, prem umrate approval
process. | hate to say that MA favors the insurance
conpanies like MetLife by approving rate increases and
t hereby forcing | apses being in the policy and
assisting MetLife fromgetting out froma burden of a
| ong-term comm tnent of the long-term block that they

bring.

My policy, which is an L2C2VALMD policy, is

grouped with three other policies from MetLife. Now,
never get to see, when | |look at your website at the
data, what the benefits are of those three other

policies or the nunber of policyholders fromny bl ock
of business, which is the LTC2VALMD data conpared to
the others and whether |'mbeing treated fairly with

the same benefits as those other policies.
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So that would be one thing that I would
| ove to be able to get that kind of information from
Met Li fe which would show ne that bl ock being grouped.
| would think that, you know, that | hope that the
package of information sent to MetLife properly groups
it with the other policies but pushing ny policy or
selling ny policy to me as a group policy tal ked about
prem um protection and being able to take either a
return of premiumif |'ve never used it or a prem um
that is certain ten years straight.

The question | have is, is ny policy being
grouped with those now that | didn't select those
options? In ny discussions with the insurance
departnent it was suggested that MetLife as a result of
t hese increases that they are suggesting that | could
reduce ny premumor | could reduce ny benefit. |
don't think that me taking a reduction in benefit when
to keep ny premiunms the sane |level is a viable option.
VWhen | picked ny policy originally I picked it with
t hat benefit under the terns that that was how nuch

was going to have to pay. At this point to reduce it
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by a third or half does not seemto ne to be the w se
financi al nove even though |I'mgetting these prem um
I ncr eases. Now, Todd tal ked about that there was a 5
percent | apse rate as an average for the industry. But
does that include or when you | ook at that |apse rate
how many people actually had to reduce their prem um
reduce their benefits as a result? Because those
woul dn't be consi dered | apses, they would just be
consi dered a reduction in prem um

| hope Maryl and realizes that by giving Mt
the rate increases they have given to policyhol ders
reduces the amount of coverage and in the long run are
hurting the State of Maryl and because the policyhol ders
won't be able to take care of thenselves and as a
result the State of Maryland will have to help in sone
other forumlater onin life. |If Maryland grants
Met Li fe continued increases, if you |look at my prem um
al one, which is, | took out my policy in 2009, and ny
prem um cost $1,237 at that tine. If we look at the
approved rate increases to date which are now going to

be a total of six rate increases, one for 15 percent in
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2014, one for 15 percent in 2016, another one in 2019
for 12 and a half percent, and then three nore for 12
and a half percent in '21, '22, '23, ny prem um goes
from $1, 237 to $2,622, an increase of over 111 percent
in that time period for the same exact benefit.

Now, | know MetLife says that they paid out
5.3 billion in clainms. But how much did they receive
in prem unms and how nmuch interest did they earn on that
premum while they held it before they paid out the
claims? Can every actuary that is sitting there today
from MetLife say that over this sanme tinme period they
didn't get a bonus or that they didn't, that the
conpany didn't spend noney to pay, for exanple, put
their nanme on a football stadiunf? But yet the
policyholder, nme, the little individual, has now have
to pay an increase in ny prem um of al nost $1500,
al nost, you know, 111 percent over my original piece.

Al so, as just pointed out by Todd, that
there is surplus increase and their RBC went up by
al nost over 100 points in this just, in this short

period of time, which goes to ny other fact, is that
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it's fine that they ask for these rate increases but if
at the end of the day these policies end up being
profitable, are they going to go back to the
pol i cyhol der and say we overestimted the cost of the
premum we would like to give you sonme of that back?
No, they don't do that. That just becones profits that
t hey get bonuses on.

If we just | ook back to their rate
I ncreases requested in 2016, and they received at that
time a 15 percent increase on their estimted schedul e
of expected premuns and their expected |oss ratios, on
t hose policies in 2016, just | ook one year out. And
l'"monly tal king one year out because they provided
Maryl and | nsurance Departnent the actual data of what
It was the follow ng year for nmy group of policies,
they projected that they were only going to collect 3.4
mllion in prem um but yet they collected 3.5 mllion
in premum and this is one year out, and they expected
their loss ratio to be 23.9 percent and it ended up
being only 23.8 percent.

Now, | know those aren't great differences
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but if they're getting it wong one year out, how do
know they're not going to get it wong ten years out?
And these are both favorable, in their favor, and not

in the policyhol der's favor.

So, you know, | understand that |ong-term

care as a general rule was poorly witten but these are

actuaries, all these guys, all the actuaries say that
they are currently in good standing. They nmade these
assunptions in 2009, and you're telling nme that they

were wong by 111 percent. And | understand that ny

current rate increase is a 3-year rate increase. |It's

a lock for ten years? It's not a lock for 10 years.
It's a 3-year increase, and then it's only | ocked for
years.

Soit's only for 7 years will | not see a
rate increase. And | amsure that on that tenth year
that MetLife will be back and be asking for another
rate increase. In ny case | am al nost 59 years ol d.
will be 69 years old when that rate increase cones.
will be on a fixed salary at that point or a fixed

income and I will be looking at | amsure a simlar

7
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rate increase to what they have done here which is
anot her 50 sone odd percent increase for a 3-year
period that will then now take ny prem um up cl ose to,
you know, another 13 or $1400 in a tine period when |
amon fixed incone.

Now, | know that, you know, everybody
should feel sone pain in this but |I think I felt on ny
policy a significant anpunt of pain because | don't see
where the agent who sold nme this policy who is still
getting his commssions is feeling any pain. And I
don't think that if the actuaries can sit here today
and say over this 20-year period they did not get one
bonus for the m stakes that they made in cal cul ati ng of
their premuns and pricing this policy, then | wll
gladly and discreetly pay this premumwth no
questions or concern because then | feel |ike everybody
el se has suffered the way | am suffering or wll
continue to suffer.

I would like to read one last thing. This
Is the letter that | received from MetLife when |

signed up for this policy. "At MetLife we have a solid
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record of nmeeting our obligations and providing quality
service to mllions of custonmers, with nore than 558
billion in assets. Under managenent as of Decenber
31st, 2007, MetLife is one of the strongest, nost
respected financial institutions in the world. W are
al so one of the nobst innovative financial organizations
in the industry with a wide variety of products and
services that can hel p nmeet your financial protection
t hrough your lifetinme."

| guess | just don't feel that they're
meeting nmy financial protection as they continue to ask
for rate increases after rate increases -- allowed by
the State of Maryland and the Maryl and | nsurance
Depart nent where ny rates go from $1, 257 all the way to
$2600, at the end of this current rate increase. Thank
you for your tinme and | appreciate any questions or
coments.

COW SSI ONER BI RRANE: Does anyone fromthe
M A have any questions for M. Fried?

MR. SWTZER: | don't have any questi ons.

| have a few comments. And ny first is, thank you
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again. | wanted you to know that nmy team for the
filings just as a snapshot that we have that have cone
I n through the first half of this year but thirty of
themthat we've settled on over a 5-year tinme horizon,
we have approved | ess than half of what was requested
and bel ow the 15 percent and are very m ndful of the
points that you have hit on. | think you' re right that
reduced benefits, while we want to have options for
people, | heard you say that it's not what | bought,
and we are, keep that in m nd.

And al so, as you have brought to mnd, in
my opinion a |lot of these conversations, investnent
I ncome is absent fromthe conversation, and we insi st
that it be brought in and figure it into the whole
financial picture, and also try to focus the increase
where it's nost needed. |If you have policies that have
t hi nner benefits like a 2-year benefit versus
unlimted -- we'll ask for themto be excluded often --
if they don't have the 5 percent inflation, have no
inflation, ask for themto be excluded. But clearly

this is an unsatisfactory answer to you, M. Fried, and
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we're still working at it. And | don't think anyone's

found the answer but | think foruns |ike this are ai nmed

totry to help and we'll keep pushing with your help
and everyone else on this call. That was it for ne, at
this point.

COW SSI ONER BI RRANE: Does anyone el se
from M A have a question?

MR. JlI: Yeah, this is Jeff. M. Fried, in
my email to you | nentioned that we just not just | ook
at the experience to date, we also ook at the lifetine
| oss ratio. And we |look at all of it to make sure the
rate we approve is a good bal ance for everybody, to all
the parties, so. So yes, that's what | want to say.

MR. FRIED: | understand that you say that
you | ook at the lifetime loss ratio. | just, | have a
hard time trusting the long-termlife, long-term]| oss
rati o when heck, twenty years ago they got it wong.
They asked for their rate increases and how do | know
they're going to get it right now with these rate
i ncreases when they can't get it right for one year

out? | know you're |ooking at long-term | can only
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go based on actual versus projection of what they
provided in the short-term If they're willing to give
us actual projections from 2016, and see what they are
in 2020, that would be great but | can only do what you
had avail able to you and what you were able to provide
me. Although I'mnot an actuary, |'ve worked in the

I nsurance industry for thirty years of ny life. | know
that, you know, it goes both ways.

MR, JlI: Okay. Certainly, we can |look into
t hat .

MR. SWTZER  And one |last comment. To
your question about splitting your experience fromthe
other forums with which you're grouped, Jeff and | wll
convene and see what we can get to you and foll ow up.

MR. FRI ED: Thank you

COW SSI ONER Bl RRANE: Thank you very nuch,
M. Fried. | would nowlike to call on Eileen Rose.

Ms. Rose, do you have coments you would |like to make
today? Is Ms. Rose on the phone? And | appreciate
that there are sonme folks who may have just wanted to

submt coments in witing and don't want to speak
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today, and that's okay. So I'll just give you one nore
chance. Eileen Rose? Okay. Well, if you're having
probl ems being heard just let us know in the chat room
We'll nove on to Howard Benjamn. M. Benjanin, did
you want to be heard today?

MR. BENJAM N: Yes, please. Can you hear
me?

COW SSI ONER Bl RRANE: We can hear you,
sir.

MR. BENJAM N. Good. Okay. M. Fried
covered nore than | have, and | certainly agree with
him-- the only difference between the two is |I have a
policy with Genworth for 20 years. |'m 75 years ol d.
"1l read you ny statenment and then we can add to it.
There have been no increases -- and this was all
covered by the Genworth actuary.

So nost policyholders are faced with up to
15 percent conpounded increases while benefits are kept
at 5 percent. This neans prem unms could double in |ess
than five years at that rate and that benefits rise a

little over 10 percent. So the reality is for nost
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peopl e over tinme the prem uns becone unaffordable.

Now, the conpanies offer alternatives such as reduced
benefits while prem uns are unchanged or reduced
coverage periods. This only hurts the consumer who has
pai d for higher coverage in prior years, as M. Fried
poi nted out.

Furthernore, reduced benefits does not
exenpt the consunmer from further increases. The
conpanies claimthat a new policy -- oh, it wasn't
cl ai med today but | have clained in the past -- would
cost nore than an existing one even with increases.
And this may be true in year 1; however, there are
likely to be no increases for years on a new policy
whereas existing policies seemto come up with rate
I ncreases every single year.

In 19 -- in 2016, they put in for a policy
on Genworth, and | had a 29 percent increase over two
years with the final one being, is going to be paid in
Septenber. | see 68 percent according to Genworth,
paid the higher premuns. | can see why. Because

you're losing. You're losing everything if you take a
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reduced policy or you have a paid-up policy. And
they're offering this paid-up policy as if it was sone
ki nd of concession which apparently is the law, isn't
it? There is a reason that nost policies exist for
only, I think you call them blocks in the trade, only
five to eight years, in the name of the issuer to
collect premuns with potentially small payouts in the
initial stages. They close out the policy and claim
I ncreases while issuing new policies and start over
again. This has certainly been the case with Genwort h.
And in those policies -- and they've been
t he nost aggressive of the conpanies that |I'm aware
of -- those policies that started nore recently, |ike
2012 onwards, they won't have increases for five years
or six years, but then they'll join the rest of us.
When we listen to clains of underestimated life
expectancies or low interest rates, how can we accept
proj ections, especially about what was just touched on
with COVID- 19 notw t hstandi ng, how many custoners need
|l ong-termcare in the future?

Now, if it's in the state's, say Maryland's
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I nterest for the public to take care of this kind of

I nsurance, what is it doing to protect the citizens? |
see no conprom se proposed by the insurance conpanies.
And when | say conmpronmise et me refer back to the
reduced coverage, to protect the reduced coverage which
sone people nmust do because they cannot afford the
prem uns, what is to stop them from asking for

addi tional premuns or nore further reduced coverages
for a year, two years, three years, four years down the
road?

So, all policyholders, by the way, should
be given advanced notice of these hearings, not just
i nformed an increase is comng in a few weeks. That's
about all I got say, ma'am If you have any questions
for me I'lIl be glad to take them Hello?

COW SSI ONER Bl RRANE:  Yes, thank you very
much. Thank you for your comments. Does anyone from
the I nsurance Adm nistration have any questions for M.
Benj ami n?

MR. SW TZER: Thank you, M. Benjam n.

This is Todd. | just wanted to add that we had one
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conpany that offered to, once we reached agreenent on
the rate increase to change the contract to

non- cancel | abl e, neaning no nore increases going
forward, and we broached that with other conpanies and
plan to keep broaching it going forward, just as one

t hought .

MR. BENJAMN. Well, that's a great thought
but what does that nmean, does that nean the coverage
wll remain the sane?

MR. SWTZER: Yes. It just neans that no
nore rate increases. It just freezes everything but

the rates are frozen, the benefits are frozen, and

that's it.

MR BENJAMN:.  Well, that's great. [
haven't seen it yet but thank you. | look forward to
t hat .

MR. SWTZER: There has only been one
conpany so far but again we're broaching it with
ot hers.

MR. BENJAMN. Are you from Genworth?

MR. SWTZER: And that's all | got on that
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one.
MR. BENJAM N Sure. Are you from
Genwort h?
MR. SWTZER: No. |I'mthe actuary with the
M A

MR. BENJAMN. Ch. Onh, | see.

COW SSI ONER BI RRANE:  Thank you,
M. Benjam n, for your presentation. W really do
appreciate it. And could |I just please rem nd
everybody, because we are still starting to get sone
f eedback, please, if you are not actually speaking
pl ease keep your phone or your audio on nute so that we
don't get that kind of cross-population that's going on
alittle bit in the background. So, next up we have
M. -- Dichello (phonetic)? Did | pronounce that
ri ght?

MR. DICELLO Yes. Actually, it's Dicello.
Can you hear nme?

COW SSI ONER BI RRANE:  Yes, sir.

MR. DICELLO Can you hear ne?

COW SSI ONER Bl RRANE: Yes, we can hear
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you.
MR. DI CELLO  Ckay. Good, |'mgoing to be
very quick. I'magoing to be very quick because | have

been | osing audi o al nost continuously during this

neeting. | have a very inportant point. | don't even
know if MetLife is still up. |Is MetLife up? Can you
hear me?

MR. SWTZER: Yes, sir, we can hear you.

MR. DICELLO OCh. Ckay. So, again, is
MetLife up?

COWM SSI ONER BI RRANE: Wel |, what do you
mean by are they up?

MR. DICELLO. O are they done?

COW SSI ONER Bl RRANE: So they have
conpleted their presentation.

MR. DI CELLO. My question, so we have both
Genworth and MetLife long-termcare policies. The
specific question | have is relative to MetLife. My |
ask a question with regard to our MetLife policies?

COW SSI ONER Bl RRANE:  So, for the nost

part we're not doing Q and A here but if you have a
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specific question that one of our actuaries can answer,
the MA staff will endeavor to answer that question if
t hey can do so, you know, easily on this call;

ot herwi se, we will be very happy to talk to you in nore
detail offline. But what is your question? Can you
hear ne? We can't hear you. Do you want to put it in

the chat roon? |[If you want to, you could type your

guestion into the chat room So, I'll tell you what.
Let me go to the next person. |f you want to put your
guestion in the chat room we'll ook at that;

ot herwi se, and then try to conme back at the end and see
I f your sound is a little better. Okay? So, Dr.
Parran, would you |like to be heard today?

DR. PARRAN:. Yes, | would. Okay. Can you
hear me?

COW SSI ONER Bl RRANE: | can hear you.
Thank you, sir.

DR. PARRAN. Ckay. | want to make sone
comments. |I'mvery nmuch in synpathy with M. Fried
except that I'mon the other end of the spectrumin the

sense that I'"'malready on fixed incone at 77. You
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know, I'mnore in the position of M. Benjamn. And |
had, bought a policy, long-termcare policy with John
Hancock which prom sed lifetinme coverage and a 5
percent annual daily benefit rise, you know, and a

wai ver of premiumif | ever needed, you know, help, you
know.

Now, the premuns were fine for the first
fifteen years but in the last four or five years they
proj ected through 2022 the premumrate has risen by
about 123 percent, you know. Now, this is, you know,
quite a transparent effort in nmy mnd, you know, on the
I nsurance conpanies to force many of the ol der
policyholders to either to surrender their policies or
to seriously downgrade their benefits so that they
becone just about neani ngless, you know, and just at a
time -- they know how old we are, our birth date's on
every policy -- it's just at a time when those
| ong-term policyhol ders are becom ng of the age when
they may have to avail thenselves of the protections
and the prom ses that were given them when the policies

were taken out, they're being essentially elimnated,
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you know, from the policies.

Now, |I'll read you a statenent from John
Hancock at their 2019 revision, you know, and | think
this tells it all. They, you know, according to them
they say, "You may surrender this policy of long-term
care without penalty or obligation,"” which tells it al
in my own mnd. First of all, that's exactly what the
| nsurance conpani es have wanted to do, is to rid
t hensel ves of these |long-termpolicies. They don't
| i ke these policies anynore. They, according to the
agent that | spoke with, they haven't witten these
policies for about ten years, you know. And, you know,
as | said, the main aimin ny mnd is, as | say, nost
of us are on fixed incones or retired, and we can't
afford, excuse nme, to maintain these policies with
t hese rate increases, you know.

Now, the other thing is, you know, nost of
them want to drive us out and of course they want to
keep all the premiuns that we paid for the past, you
know, twenty years, you know, in effect steal those

prem uns, you know. And even if one, you know -- offer
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t hese contingency nonforfeiture agreenents, whereby
that they will provide care for you up to the anmpount of
prem um dollars that you've paid in, you know, that's

hardly equitabl e.

First of all, because if | had known that
in the beginning, | wouldn't have bought the policy to
begin with. | would have invested the noney, which

over twenty years in conpounded interest |ike an | RA
woul d have probably grown to two or three tines in
val ue, you know. So, unless they're, plus, | checked
with certain home care health organizations |ike
Visiting Angels, their costs for full-time coverage is
$600 a day. | have lifetine coverage. At $600 a day
t hey woul d, that would cover ne, according to their
lifetime contingency option, for about 120 days.
mean that's outrageous that an insurance conmpany can
downgrade a lifetinme coverage policy to one that woul d
cover you for 120 days.

Now, one doesn't have to be an ethics
professor or clergyman to realize that this is not

right. You know what | mean? There's sonething w ong
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with this. And what |I'msaying is this. You know,
what's very disturbing to ne is, is that the Mryl and

| nsurance Conmi ssion has endorsed these changes, these
prem umraises in the sense they're enabl ed t hese

i nsurance conpanies to drive us with ol der policies out
of the market. And | think that's rather outrageous.

And | want to nmake, you, know a couple of

points here. One is in ny mnd actuarial -- well, |et
me see. First of all, insurance conpani es have hordes
of actuaries working for them |If they fail to do

their due diligence, you know, when they first sold the
policies, that should be on them You know what |
mean? They shouldn't be able to go over and say well,
now we need a do-over, you know. And in ny m nd
actuarial considerations should have no role in
determ ni ng, you know, prem uns for policies that are
already in force.

Sure, you know, these insurance conpanies
can no longer wite these policies if they're
unprofitable, you know, for new policyhol ders but these

actuarial considerations should only be a factor when
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they're formulati ng new policies so sonebody knows
exactly what they're getting and what the benefits and
what the premuns are going to be and then they should
be frozen. You know what | nean? In nmy mind that's a
violation of a long-termcontract. Okay? So, you
know, that's a point. You know what | nean?

My other point is that insurance conpanies
adj ust and adapt, you know. The policies that they
sell today, the long-termcare policies, are not the
ones that were sold, they're not the sane provisions
and terms that were sold to ne. They're different
products. They have different terns. They have
different premumrates. So they're adjusted. And if
you're going to, if you're going to, so what |I'm sayi ng
I's ny policy should have been grandfathered a long tine
ago. And, you know, you can't put those policies in
the sanme class as long-term policies that are now, you
know, sold which have different, you know, terns and
condi ti ons.

And if you're looking at a class of policy

and you're | ooking at an insurance conpany, for
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I nstance, MetLife, they sell a ot of products. They
sell life insurance. They have retirenent products.
They sell disability, you know, products. You have to
| ook at the, you know, you can't look at the loss ratio
for just the long-termcare policies.

And while |I'm synpathetic with this conpany
cal |l ed MedAnerica, you know, which only sells one
product, these other conpanies are | arge conpanies |ike
John Hancock, making huge profits in other areas. You
have to look at their profitability as a business. You
know, |ike any business, if a business sells a product
they can't go back if it's a poor product and they
didn't exercise their due diligence, and say we want a
do-over. You know what | nmean? That's kind of
ridiculous, in nmy mnd.

And |l et me give you sone ot her exanples
that | think will graphically illustrate the point.
Let's say a man took out a life insurance policy and he
had 500, 000 dol |l ar death benefit, and he's paid $2, 000
a nonth of premumfor ten years. So he's spent

$240,000. In his 11th year he gets a diagnosis of
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term nal cancer. And the insurance conpany says uh-uh,
your policy's a | oser for us, you know, we can't nake
nmoney out off the policy. And actuarially if we want
to apply new actuarial tenets, considerations, you have
one year to live.

So, what we're going to do is we're going
to give you a couple of options. One, we're going to
give you the option of reducing your death benefit to
$350, 000 and up your premiumrate to $10,000 a nonth or
you can term nate your policy. You know, would that be
acceptable? | don't think so. You know, what | nean?

Let's say you bought a home for $500, 000
and you have had that home for five years and the hone
br oker conmes to you and says, you know, hone prices
have appreciated dramatically, and we don't think you
have pai d enough for that home, so now you're going to
send us a check for $150,000 to make it right. | don't
think that would fly.

You know, now, let's |ook at nortgage
rates. You know, let's just say | took out a hone

nortgage at 3 percent, which you can get today, and
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noney got tighter and nortgage rates went up to 13

percent, you know, and the Maryl and Banki ng Conm ssi on,
you know, said to that honeowner, you know, we're going
to |l et the bank raise your nonthly nortgage paynents by

four times, you know, and of course the honmeowner would

say well, | can't afford that. And what are you goi ng
to do about it? And the bank said well, we're going to
foreclose on your hone. Well, that's exactly what the

Maryl and | nsurance Adm nistration is allow ng insurance
conpanies to do on ny policy, to foreclose on it.

Now, that's just not right, that in the
banki ng i ndustry as the interest rates would go up, our
nmort gage, future nortgage, getting a new nortgage, if
I nterest rates went up, the nortgage rates would go up,
you know. And that's why | say, that's why | say on
new policies, you know, insurance conpani es adjust |iKke
banks adjust. And you can't go to that honmeowner and
say you got to increase your nortgage rate, your
nort gage paynents by four tines, and the insurance
conpany can cone and say well, you're going to increase

your |long-termcare premuns by 123 percent. That's in
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my m nd quite outrageous and shoul d never have been
al | owed.

As | said, these older policies should have
been grandfathered a long tine ago. And it's very
di sturbing that the Maryl and I nsurance Conm ssion in ny
m nd violates their m ssion statenent which says that
they're there to protect the consunmer. Well, if that's
protecting the consunmer, they're sure doing a | ousy job
of it. You know what | nean? And as | say they're
betraying the public trust. And | think that this is
absolutely outrageous and | think it has to be dealt
with,

And | really think that those prem umrates
shoul d be confined to what they were when the policies
were taken out because insurance conpani es have
adjusted. And you have to | ook at their whol e product
line to determ ne whether they're nmaking profits or
not, not just their long-termpolicy line, which has
changed al so, you know.

And that's really all | have to say but |

think it's outrageous and I think, you know, the
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Maryl and | nsurance Adm nistration is not serving the
public by allow ng insurance conpanies to do this. And
| have listened to all these insurance conpanies. As
far as I'mconcerned, it's BS, you know, and they're
al | owed, you know, they're playing the Maryl and
| nsurance Conpany for fools. You know what | nean?
And so that's ny statenment. And if anybody has any
comments |'Il be happy to take them

COW SSI ONER BI RRANE: So Dr. Parran, thank
you for sharing with us your very deep-felt, you know,
t houghts and your points of view. You and | have
spoken before and I know that, you know, we had the
opportunity to wal k through with you what our
obligations are, and | know you di sagree with that.
And so | appreciate the fact that, you know, you were
able to cone on today and share with us and everybody
who is on the call how you feel. So thank you for
t hat .

DR. PARRAN: Ckay.

COW SSI ONER BI RRANE:  And |'m sure that by

we'll continue to talk as we nove forward. Wth that,
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| think M. Vaughn, M chael Vaughn, would you like to
be heard today?

MR. VAUGHN: | woul d.

COW SSI ONER Bl RRANE: G eat.

MR. VAUGHN:. Thank you. Thank you,

Comm ssi oner Birrane, Maryland | nsurance Adm nistration
staff, conpany representatives and nenbers of the
public. | have submtted a witten statenment which |
wi sh to augnent based on sone of the things | have
heard today. M nanme is M chael Vaughn, V-A-U G HN.

| am | ong-term policyholder with Genworth Fi nanci al .

My LTC policy nunmber is UDX439932. | have held the
policy and paid faithfully the prem uns over an

ext ended period of tinme of somewhat over 30 years.

I would correlate ny policy nunber with the
form nunbers of the policy classes covered by
Genworth's rate increase requests to MA, but MA
advises ne that it does not maintain such informtion
or require Genworth to do so, and ny effort to obtain
the information from Genworth was thwarted by

conpl i cated phone nenus, |ong holds, and dropped calls.
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The forty custoner service representatives the conpany
clainms to have, do not appear to be sufficient.

However, | assune that ny policy is covered by one of
Genworth's rate increase requests because | received a
notice fromthe conpany that it intends to seek prem um
i ncreases in addition to those it has already

i npl enented of at | east 150 percent of additional

prem um i ncreases over the next 5 to 7 years.

The conpany has offered certain options but
| note that every one of the options results either in
reduced benefits or higher costs or both. | note, in
fact, that Genworth's offer to provide coverage up to
t he ampbunt of prem unms paid would ignore the tine val ue
of nmoney and woul d ignore the return on invested
reserves.

When | purchased the policy, Genworth
representatives assured ne that buying the policy early
was not only the responsible thing to do, but that
doi ng so at a young age, that is for purposes of LTC
coverage, would mnim ze the |likelihood that there

woul d ever be a prem umincrease.
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There is a distinct bait-and-swtch el enent
to the present rate increase proposals conpared to what
Genworth and its agents originally represented.

Needl ess to say, Genworth has increased
prem uns and proni ses nore increases. M present
prem ums are al nost $7,000 a year. The recent notice
to nme and the rate increase request pending before this
body prom sed nore. Those requests cone at a tinme when
people like nme have already retired or are getting near
doing so. That neans that our incones have
significantly declined or are likely to do so,
rendering prem umincreases nore burdensome at the very
time we may need the benefits prom sed. For nmany
people that's going to result in dropping their policy.
And these | apses are free noney to Genworth but they
betray the previous assurances nmade by the conpany.

Genworth is a for-profit conmpany, and it
will seek to make as nuch profit as MAw Il allow it
to do. | don't fault it for that; that's the way
capitalismworks. But this body exists to serve the

i nterests of the citizens of Maryland and to protect
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citizens from predatory insurance providers, not to
rubber stanp rate increases by LTC conpanies. And the
guestion before MA has to be in part at |east whether
these increases requested are warranted in the public
I nterest.

As the MA is well aware, 1 nsurance
conpani es place prem uns received in reserves to cover
future benefit obligations. Premumrates are set
based on actuarial assunptions. Presumably, the
conpani es setting premumrates do so in a way that
mnimzes the risks that their reserves will prove
i nsufficient to cover |ater benefit obligations.

Soneti nes those assunpti ons prove to be
| nadequate, and requests for rate increases follow
That said, if the Conpany declares certain reserves to
be surplus, particularly at the early stages of policy
coverage, and takes those reserves and diverts themto
ot her purposes, and then after reducing reserves cones
back and asserts a need for prem umincreases, that
breaks faith with the Conpany's obligation to

policyholders, and | think constitutes an inproper
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action on the part of the Conpany.

The Conpany's first obligation in a rate
I ncrease situation before it seeks any increases woul d
be to replace the diverted nonies and the investnment
proceeds from any diverted reserves. Has that happened
with Genworth reserves accunul ated on behalf of its
| ong-term care policyholders? | don't know and | have
no nmeans of finding out whether there was such a
di version. But that was an all egation made by
plaintiffs in a class action lawsuit filed agai nst
Genworth in the Eastern District of Virginia, R chnond
Di vi si on, Jerone Skochin, et al., versus Genworth.
It's Case Number 3:-19-dcv-00049REP. The case was
filed in about 2016.

And the plaintiffs in that case all eged
t hat Genworth, quote, "withheld material information
from policyholders with respect to the full scope of
Genworth's rate increase action plans and its reliance
on policyhol ders paying increased rates to pay future
claims."” The case alleged fraud, unfair | abor

practices in violation of consunmer protection |aws. On
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I nformation and belief one of the allegations was that
Genworth diverted funds fromreserves built on prem uns
paid by LTC policyholders, including nme, thereby
reduci ng those reserves, and then | ater sought and
seeks to increase present and future prem uns in part
to conpensate for clainms shortfalls that its own action
creat ed.

These were serious allegations, and are
clearly material to the present requests by the Conpany
for rate increases that are before the Adm nistration.
Al as, the Skochin Court did not reach the nerits of
those allegations. Follow ng the Conplaint in that
case, the litigation went underground, popping up only
when a settlenment was presented earlier this year. The
settlenment paid Plaintiffs' attorneys and the naned
Pl aintiffs handsonely and all owed affected
policyhol ders certain options, as indicated, all of
t hose options either reduced coverage or provided for
hi gher prem unms or both. The underlying allegations
were not resolved, and insofar as |'m aware, any

information with respect to those allegations that
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m ght have conme out in discovery, for exanple, has not
been uncovered and certainly not made publicly
avai | abl e.

| ndi vi dual policyholders like nyself do not
have the ability to obtain such information. But MA
does. And | urge the Adnmi nistration to require
Genworth to disclose its practices and prior
transactions with respect to the accounting for and
possi bl e diversion of reserves for the paynent of
benefits for Genworth | ong-term care policyhol ders.
Restoration of any diverted reserves and the return on
I nvestments fromthose reserves should be a
precondition to consideration of any request for
I ncrease in prem uns.

If the answer is that's just the way the
I ndustry and Genworth do business, | would submt that
that is not a practice that the Adm nistration should
endorse and that it should not be allowed. M A needs
to protect the public in this regard and | would
request MA to require the Conpany to cone clean and to

restore any diverted reserves prior to considering, |et
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al one granting, any prem umincrease. | thank you for
your attention to my concerns.

COW SSI ONER Bl RRANE: Thank you, M.
Vaughn. Thank you for your comments. Todd, do you
have anyt hi ng?

MR. SWTZER: Yes, please. Thank you very
much for your thoughtful comments. In the first
par agraph, the M A sponsored enacted |legislation to
ensure that Maryl anders would get their form nunber
every year frominsureds. So | would like to work with
you, if | could, and with Adamto clear that up with
you so that at |east on the form nunber we can get that
cl eared up because what you got is not what we tried to
get available to you. So that's one.

The other is again, all these filings, we
do not approve anything close to what they file. And |
know t hat that doesn't solve the problem or cone close
it but each filing, we scrutinize every page of the 150
pages. And | know you're not happy with the outcone
but it is not sonmething that -- just to reiterate,

know you know this -- that we take lightly. And |I took
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a |l ot of notes on what you said. | have your witten
comment and we'll keep figuring it into our thinking to
see what, to make sure we're doing everything we

possi bly can. Thank you.

MR. VAUGHN:. Thank you. | would hope that
the Adm nistration would figure out whether there was
in fact a declaration by Genworth at an earlier tine
that there were surplus reserves, and then they get
diverted prem uns paid and held over for other purposes
and then cones back and conplains that it doesn't have
enough reserves.

MR. SWTZER: You're right. And I'm gl ad
you brought up the Skochin case. W have started a
folder on that and are famliar with it and can have
sone facts gathered on that and keepi ng appri sed.

MR. VAUGHN: Thank you.

MR. SWTZER  That was it for ne.

COW SSI ONER BI RRANE:  Thanks, Todd.

M. Vaughn, thank you very nmuch for your conmments.
Let's just circle back to see if Eileen Rose is on the

phone. She had indicated previously that she had
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wanted to speak. G ve her one |ast opportunity.
don't hear from her.

Now, there were four other folks who did
submt witten comments. They did not indicate that
they planned to testify but | amgoing to call their
nanes in case they have any additional coments they
want to make. So the first one is John MLaughlin,
Gary Handl eman, Kinberly Baker, or Paul Lubell.

MR. LUBELL: Good afternoon. This is Paul
Lubell. Can you hear ne?

COW SSI ONER BI RRANE: Yes. Is this M.
Lubel | ?

MR. LUBELL: Yes.

COW SSI ONER Bl RRANE: Yes, we can hear
you.

MR. LUBELL: GOkay. | don't see a purpose
in reading what |'ve submitted in its entirety but |
would like to read a portion of it, and it's a
relatively small portion. This refers to Genworth.
"1l just add that | have had the policy since 2002.

Section 7.5 of the filing accurately shows
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that the cunul ative inpact of previously approved rate
I ncreases to be 150 percent. The rationale for the
requested increases is redacted so there is no way for
ne to assess its credibility. It's up to the Mryl and
| nsurance Administration to do that. Genworth is
asking us to accept, on faith, that over the next 7
years, increases alnost equal to those granted over the
past 18 years are necessary. | do hope that an
actuarial certification by a Genworth enpl oyee, based
on quote, "CGenworth's best estimates,” end of quote,
for future projections, is not accepted without a
t horough evaluation by the MA It is extrenely
unreasonabl e to expect to be able to predict costs for
the next 7 years accurately.

Note that future profits depend not only on
t he amount of clainms made, but also the performance of
Genworth's investnents. Therefore, | respectfully
request that Genworth's request be approved only for a
maxi mum of two years and woul d prefer an annual filing.
Genworth should not be permtted to make guesses so far

in the future. Thank you very nuch.
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COW SSI ONER Bl RRANE: Thank you, M.
Lubell. And we really do take into consideration what
each person has said here. And, you know, to Todd's
point that he made, our actuarial teamin particular
really all of your team staff, but our actuarial team
in particular does not take anything at face val ue and
really does a very, very, deep and thorough dive. And
| appreciate and | know that the end results are sel dom
what people want to see happen. W do have a bal ancing
act that we have to go through in ternms of our
statutory requirenments but our team does take this
thing very seriously. They do quite a bit of
I nvestigation and they really do not take anything at

face value. And | hear what you have said, M. Lubell

and we w || absolutely do our own very thorough and
conplete investigation and have been on that filing and
all of these filings. Todd, do you want to make any

coment s?
MR. SWTZER: No, | appreciate that and
j ust encourage, you have ny contact information, if you

have any ot her thoughts to share after this put in the
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chat room Please don't think tw ce about sharing them
because again we try to exam ne ourselves regularly, as
an oath, Ofice of the Chief Actuary team and benefit
from what other states are doing and what think tanks
are saying to try to find an answer here because | know
we don't have one. Thanks.
MR. LUBELL: Thanks for sharing.
COWM SSI ONER BI RRANE: So that is everyone
who had indicated that they wanted to speak or who had
previously wanted to speak or provided coments. [|I'm
| ooking in the chat room | don't see anybody who has
I ndi cated that, who hadn't previously signed up that
I ndi cated that they wanted to speak. Craig, am|
m ssi ng anyone?
MR. EY: No, | don't think so --
COW SSI ONER Bl RRANE: |'m going to take
that as a no, because | couldn't hear that. You were a
little bit garbl ed.
MR. EY: I'msorry. The phone lines are
now open so if anybody has any comments over the phone

they can take it, they can speak up.
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COW SSI ONER BI RRANE:  So | don't see
anybody who has signed up in the chat roomto speak.
And so unl ess sonebody indicates in the chat roomin
li ke the next thirty seconds that they want to speak,
" mgoing to go ahead and wap this one up. As |
i ndi cated when we began, we will continue to accept
your written comments.

MR. DI CELLO Can you hear ne?

COW SSI ONER BI RRANE: | didn't see

anything signed up in the chat room \Who is this?

Hel | 0?

MR. DI CELLO  John Dicello.

COW SSI ONER Bl RRANE: Yes, we can hear you
NOW.

MR. DI CELLO. Can you hear ne?

COW SSI ONER Bl RRANE:  Yes.

MR. DI CELLO Well, | don't know, |
unfortunately lost chat when |I |lost the audio the | ast

time so | don't have that address. May | give you ny
phone nunmber or you have ny enmail address, send ne the

i nformation, but | would Ilike to ask a questi on again.
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COW SSI ONER BIRRANE: So |I'm going to
suggest that you not give us your phone nunber because
all this wll all be, you know, public. But we do have
| believe your contact information --

MR. DI CELLO Right.

COW SSI ONER BI RRANE: -- that you provided,
and M. Switzer gave you his phone nunber. W do have
your question. And so we can reach out directly, if
t hat works for you, because | know that you're trying
to figure out what it is, that how, you know, what is

the inmpact on you particularly with your form and

we'll be happy to work with you to figure that out.
MR. SWTZER: And to add to that, | have
your email, M. Dicello, and | wll email you just to

connect us.

MR. DI CELLO. Well, okay. M statenent is
really this is an exanple for one class of people being
split up into two categories. W happen to be on the
wrong side of that category. So it's not just
specifically for us, rather the whole, whole class has

been subject to this split. | want to nake that point.
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And | may have | ost you, | don't know.

MR. SW TZER: No, we hear you.

COVWM SSI ONER Bl RRANE: No, we can, we could
hear you. We hear you very clearly. So, but we
appreciate it.

MR. DI CELLO.  Good, because there's a | ot
of static at this end.

COW SSI ONER BI RRANE:  |'m sorry.

MR. DI CELLO  And So sonebody is going

to -- his nane again, please? Oh, | guess sonebody
wi Il get back to nme, is that correct? Okay. Let's
| eave it at that. | think, I think |I have | ost audio
again. I, I'"'mon a different browser. It seened to

work a little better here but it's obviously not the
browser. So | appreciate your tolerance. Thank you.
COW SSI ONER Bl RRANE:  No worries. Thank
you very much, and we will be in touch if you can hear
ne say that. So, as | indicated, we will |eave the
record open for coments through August 25th if you
want to post those, which you can do through the MA's

website, if you click on the long-termcare tab of our
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website. And you will be able to find the information,
the comments that were submtted today, the hearing,
t he audio, and the transcript at that sanme |ong-term
care tab which is | ocated under the "Quick Links"
section. So if you go to our honme page, the Maryl and
| nsurance Adm nistration's honme page, you |l ook on the
link, you'll see "Quick Links," there's a tab there for
| ong-termcare. Click on that. It will take you to
all of the materials that have been submtted or wll
be subm tted by August 25th.

And with that, | will bring our hearing to
a close. | want to thank the conpani es who appeared
today to provide us with their reasoning for their
requests, and | would particularly like to thank all of
the policyholders that shared with us their views and
their points of view W do take that very nuch into
consideration. And we appreciate the tinme that you
spent with us today. And with that | will close the
hearing and | wi sh everyone a good day. Stay safe.
Wear your nmasks. Thanks.

(Hearing concluded at 2:13 p.m)
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State of Maryl and
Baltinore County, to wit:

I, ROBERT A. SHOCKET, a Notary Public of
the State of Maryland, County of Baltinore, do hereby
certify that the w thin-named proceedi ngs renotely took
pl ace before ne at the time and place herein set out.

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

| further certify that | am not of counsel
to any of the parties, nor in any way interested in the
outcome of this action.

As witness ny hand this 1lst day of
Sept enber, 2020.

Nt a. Shabd

Robert A. Shocket, Notary Public

My Conmi ssi on Expires:

November 23, 2022
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