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1 PROCEEDI NGS
2 (Hearing conmenced at 10:01 a.m)
3 COW SSI ONER REDVER:  Good morning.  For

4  those of you that are here, ny name is Al Redmer.

5 I've got 10:01. And this is our second public

6 hearing on specific carrier rate increases for

7 long-termcare insurance in 2017.

8 For those of you that are on the phone, if you
9 could keep us on nute unless you're going to speak, we

10  would appreciate it, and please do not place us on hold.
11 Today's hearing will focus on several rate

12 increase requests now before the Insurance Adm nistration
13 in the individual |ong-termcare market.

14 These rate increase requests come from Kanawha
15 Insurance Conpany proposing increases of 52.09%to 101.14%
16  phased in at no nore than 15% annual Iy, Lincoln National
17  Life Insurance Conpany proposing increases of 15% and

18  MedAmerica I nsurance Conpany proposing increases of 9%

19 In the group long-termcare market, these

20 include requests fromJohn Hancock Life Insurance Conpany
21  proposing adjustments of 5.4 to 43.1% phased in at no nore

22 than 15% annual |y, The Prudential |nsurance Conpany of
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America proposing increases of 15% and UnumLife
| nsurance Conpany of Anerica proposing increases of 15%

These requests affect about 21,000 Maryl and
policyhol ders. The goal of today's hearing is for
I nsurance conpany officials to explain their reasons for
the rate increases.

W will also listen to conments from consuners,
and we're here to listen and ask clarifying questions from
the carriers and consuners regarding the specific rate
i ncrease requests.

Before we begin, | would like to provide an
update on the MA's March long-termcare briefing. In
March of this year, the MA held a public briefing in
whi ch seven new public policy proposals were discussed.
These proposal s can be found on the MA' s website onits
| ong-term care insurance page.

The M A accepted coments on these proposals
through April the 6th and is presently working internally
to analyze the recomendations received regardi ng each of
the seven policies proposed. W wll issue an update on
the reviewin the near future.

Finally, I'd like to take a noment to introduce
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1 the folks who are here with ne fromthe Insurance

2 Adm nistration.

3 To ny right is our new chief actuary, Todd

4 Switzer. And based on long-termcare increase requests

5 and what's going on with the Affordable Care Act, he has
6 picked a timely appointment time to join us. (Laughter.)
7 But he I ooks good for 35 years of age, don't you think?

8 (Laughter.)

9 To his right is Adam Zi nmerman, who is an

10 actuarial analyst. And then to ny left is Bob Mrrow, our
11  associate comm ssioner of life and health. And to his

12 left is Jeff Ji, also a senior actuary.

13 Also with us fromthe Insurance Adm nistration,
14  scattered around, is Nancy Muehl berger; with our office of
15 the chief actuary, Denise Sellers; Nancy Egan, Craig Prem
16 Lindsey Powell, Tracy Imm Joe Sviatko, and Jeffrey G oss.
17 |"mgoing to go over just a couple procedures
18 before we begin. First of all, out inthe little hallway,
19 there is a handout that includes all of our contact
20 information on it. Please nake sure that you get a copy.
21 If you would like to speak today, we would ask you to sign

22 up on the sheet of paper out there, if you haven't already
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done so, along with your name and contact infornation.

Second, this hearing is not intended to be a
debate, but a question and answer forumso that we
understand the rate increases that are being proposed,
why, and also get to hear fromthe consumers. |f -- we
hope that you' ve submtted your comments in witing in
advance. We will be posting all witten coments on our
website, and we will keep the record open until Monday,
March 29th, if anybody has any additional witten comrents
to make.

The transcript of today's meeting, as well as
all witten testinony submtted, will be posted on the
website. The transcript and witten testimny will be
available on the MA's long-termcare page, as well as the
quasi -l egi sl ation hearings page. The long-termcare page
can be found at the M A website by clicking on the
| ong-termcare tab located under the quick Iinks section
on the left-hand side of the homepage.

As a rem nder, we do have a court reporter here
with us today to docunent the hearing. Wen you are
cal | ed upon to speak, please state your name and

affiliation clearly for the record. |f you are dialing
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1 into the hearing through the conference line, again, we

2 ask you to nute your phones. Al so, anytine before

3 speaking, if you could restate your name and organi zation,
4 that would be a big help, as well.

5 We're going to ask the carriers to come up

6 individually to speak regarding the rate request. W're
7 going to do it in alphabetical order. And then finally,

8 we wll ask for comments fromany consumers or producers.
9 Wth that, let's get started. And first, we

10  have John Hancock.

11 MR PLUMB: Over here?

12 COW SSI ONER REDVER:  Yes, sir, thank

13 you.

14 MR PLUMB: (Good norning. And thank you,

15  Conmi ssioner Redmer and staff for allowng us to

16 participate in this hearing today. M nane is David

17 Plunmb from John Hancock Life Insurance Conpany, vice

18 president in charge of the long-termcare nmanagenent

19  program

20 |"mgoing to start off by saying that |ong-term
21 care, really howinportant this product is. Long-term

22 care services can cost tens of thousands of dollars, and
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1 that can easily deplete someone's savings, and then sone.
2 Pooling your risks with others through insurance is nuch
3 nore affordable in trying to earmark savings, in other

4  words, cut costs.

5 So, we have filed for prem umincreases on two
6 of our group long-termcare policy forms sold prinmarily

7 from1998 to 2010, which inpact about 8000 of Maryland's
8 insureds. The average rate increase requested is 11%

9 while the maximumincrease is up to 42%

10 After the requested increase, our loss ratio
11  for these products would be 85% And for those increases
12 that are greater than 15% we woul d phase the increases
13 over a two or three-year period, with no nore than 15%in
14 any one year, per the Maryland regul ations.

15 And approving the phased-in proposed increase
16 to 15%would allow us to offer our future inflation

17  reduction landing spot to 750 of Maryland's insureds. And
18 we'll talk alittle bit nmore about the landing spot in a
19 fewmnutes. But first, | want to talk about why we've
20  proposed the rate increases.
21 So, long-termcare is a very long duration

22  product. Most people buy in their 50s and 60s, and nost
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people claimin their 80s and 90s. And long-termcare
usage and expenses are very difficult to predict from
decades into the future.

And providers of this product -- and because of
that, providers of this product need to be able to adjust
premunms to reflect changing experience. [If not, | don't
think there would be any kind of a market for this type of
I nsurance. Many, many nore people woul d deplete virtually
all of their assets on care costs and then, you know, end
up relying on Medicaid prograns for their care.

And nost of the earlier premumincreases were
due to [ower than expected voluntary |apse rates. | think
that's pretty much behind the industry at this point, and
nmost premumrate increases are driven by nortality and
cl ai ms experience.

It's still a relatively young industry, and
many conpani es have just recently started to get a
significant amount of clains data at the ol der attained
ages and |ater policy durations, and that's where the vast
majority of clains would happen with this product.

At John Hancock, we're seeing nore people than

expected living for a longer -- for |onger periods of
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1 time. W're also seeing a higher rate of clainms and

2 longer-lasting clains than expected at those ol der ages.
3 | think the rate adequacy and the regul atory
4 consistency are really critical for this insurance policy.
5 It's on a guaranteed renewabl e basis, which neans that

6 premunms can be adjusted to reflect changing experience
7 subject to loss ratio.

8 W recogni ze that prem umincreases nay be

9 difficult for many custoners and have taken some ngj or
10 steps to help ease the burden on our insureds. W have
11 applied the nore restrictive rate stability rules for our
12 pre-rate stability block of business. W have ensured
13 that the resulting premunms on our in-force business are
14  not nore than what we're charging for current business
15 premums. In fact, they're substantially |ess.

16 W have provided typical benefit reduction

17 alternatives to mtigate prem umincreases, such as

18 benefit periods and daily benefits. W're offering a

19 contingent nonforfeiture benefit to all insureds,
20 regardless of whether or not the rate increase triggers
21 the benefit based on the NSE gui delines.

22 But nost inportantly, in 2010, we have
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pi oneered a unique and innovate alternative to offset rate
I ncreases for those custoners who have automatic inflation
Increases. W do this by lowering the future inflation

i ncreases on a prospective basis. W call this the future
inflation reduction landing spot, or |anding spot for
short.

Past inflation accruals are retained by the
pol i cyhol der, and only the future accrual rates are
reduced. For these two policy forms in this filing,
customers who have 5%inflation can fully offset the rate
I ncrease of about 43%by reducing their future inflation
accruals from5%to 3.9%to keep the inflation increases
that they accrued in the past at 5%

We devel oped this option to help our custoners
retain their valuable coverage. W don't want our
policyhol ders to lapse and get little or no value for
their policies. Qur experience has shown that this really
has hel ped custoners retain their coverage.

In our prior experience nationw de, we have
seen an average shock | apse of only about 2.5% where our
average rate increases have been about 35% and much of

that result has been due to the |anding spot that we offer
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custoners in nost states.

Educating our consuners regarding their rate
I ncreases and alternatives is very inmportant to us. W
describe and illustrate the options available to custoners
in the notification package. W notify customers at | east
90 days before the rate increase takes effect, give them
time to make an inforned decision, whether to choose the
rate increase or to reduce their coverage. And of course,
they can also call our dedicated and know edgeabl e
custoner service staff if they have any questions.

So, thank you again for allowng nme to address
our current filing. This matter is inportant to |ong-term
care insurance and to all of our custoners. |'mhappy to
answer any questions that you may have.

COW SSI ONER REDVER:  Dave, thanks for
comng in and being here in person. | appreciate
that. | do have one question to understand a little
bit about your distribution system Do you happen
to know what percentage of your policyhol ders have
an active current relationship with an adviser?

MR. PLUMB: Yeah, | guess | don't know

for sure. If | had to guess, | would say it's
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probably right around 50 to 60% And sone
rel ati onships are nore active than others.

COW SSI ONER REDMVER:  Sure.  And you nay
have stated this and | mssed it. What percentage
of the folks actually take the |anding spot, as
opposed to paying the increase?

MR PLUMB: It's been -- 53% has been our
experience, of those eligible for the I anding spot,
have taken it. And actually, the |apse rate on
t hose peopl e has been even | ower than the 2.5%¢t hat
| gave earlier. That includes everybody.

COW SSI ONER REDMER:  Todd, questions?

MR SWTZER Not at this tine.

MR JlI: | have a question.

COW SSI ONER REDMER:  Go ahead.

MR JI: So, you held four or five
filings?

MR. PLUMB:. Four or five what? Sorry.

MR JlI: Four or five filings?

MR. PLUMB:. We have one filing covering
two products on the group side, and then we have one

filing covering three products on the individual
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side, which was the subject of an earlier --

MR JlI: Ckay.
MR. PLUMB. -- hearing.
MR JI: | would like to know, do you

have sone other filings to file to us in the near
future?

MR PLUMB: Yes. W have recently
conpl eted the new clains study that will result in
addi tional increases on our individual block. But
we have no plans to file any additional increases on
t he group bl ock.

MR JI: Ckay.

MR. PLUMB. It doesn't nean we won't, |
mean, as |long as our experience pans out the pay we
expect it to.

MR JlI: Thank you.

MR MORROW | have a quick question
You nenti oned 53% of the people have taken the
| andi ng spot opti on.

MR, PLUMB: Yes.

MR. MORROW Over how |l ong a period of

time has that --
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1 MR PLUMB: | guess since we started

2 offering it in 2011, we've had two nationw de najor
3 rate increases, so nost states, they've had it

4 available to themtw ce. And each time, 53% of

5 those eligible have taken it.

6 MR. MORRON  Thank you.

7 COW SSI ONER REDVER:  Adam do you have
8 anything?

9 MR ZI MVERVAN.  Just one question. So,
10 regarding the landing spot. |If we only -- due to

11 the Maryland statute, if we phased in, would that

12 not be an option available to the consumer, is that

13 correct?

14 MR PLUMB: Right. Right, and | can

15 explain that, if you'd |ike, because I know there's

16  been some discussion of that in prior hearings,

17 whether you can or can't, for the |anding spot.

18 The reason we can't do it is because it's very
19 conplicated having 5% fromthe first X nunber of years,
20 and then 4.5%for one or two years, and then 4% you know,
21  keeping track of all that.

22 Systens are usually built to have one inflation
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rate over the life of the policy, and we've done a | ot of
systens work to be able to do a couple of different
changes.

But the nore changes you do, it just becomes
totally unworkable. Even the number of rates that you
have to keep up file can be like 16 times what you'd
nornmal |y have to have, if you keep offering that over and
over again.

COW SSI ONER REDMER:  Thank you. Anybody
else? Al right. Dave, appreciate it. Next is
Kanawha.

MR, HAMVOND: Yes. Good norning. And |
want to thank you for the opportunity to discuss
this wth people. And |I've got wwth me a couple of
our rating actuaries. M nane is Tony Hammond. [|'m
the market vice president for Kanawha |nsurance and
for Humana, who owns Kanawha | nsurance.

Let me give you a little background, if |
could. Humana bought Kanawha in -- around 2007. And at
that tinme, we purchased a small block conpared to sone of
the other folks you're going to be talking to today.

About 30,000 policies with long-termcare insurance. W
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have about 200 current policyholders in Maryland, and the
rate increases that we filed are really addressing the
coupl e hundred percent |oss ratios that we |ook at for the
future here.

And we filed for increases, particularly on the
inflation policyholders, that woul d address sone of that
| oss ratio and at the same time try to limt the increases
to 15%a year, but do it over nultiple years. So, |
realize the increase may sound large, but the idea is that
we woul d inplement it over several years.

Some additional background is, when Kanawha was
purchased by Humana, reserves were at a -- several hundred
mllion local, and we've spent over billion dollars in
reserves to the overall book of business since then
trying to address the loss ratios for the book business
and the risk that was being assuned. At the time, that
was not really known.

But Humana has really stepped up to the bar, so
to speak, to make sure that we're covering the liabilities
that exist there. In fact, nost recently, we added a
| arge anount to reserves at the end of |ast year. W' ve

received a recent increase of 15%that was approved, |

DTI Court Reporting Sol utions - Washington, DC

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


http://www.deposition.com

HEARI NG - 05/15/2017 Page 20

1 think, Decenber of 2015, inplemented during 2016.

2 W initially filed another 15%i ncrease

3  Decenber of 2016 but, in discussions with the departnent,
4 have decided on the current increase filing that we have
5 out there that would be actually multiple years at 15%
6 And if there are any questions about that, |I'm happy to
[/ answer.

8 MR ZI MVERMAN.  Hi, Tony. This is Adam

9 Zinmrerman. Could you explain the |ogic about what

10 the additional consuner protections that would be

11  built in, allowing this phased in rate increase?

12 MR HAMMOND: Do you nmean in terns of the

13 options that we offer in lieu of the rate increase?

14 MR ZI MVERMAN:  Yeah. |n particular, the

15 inflation -- the inflation buy-down that was filed

16 in the rate request.

17 MR HAMVOND: Right. And would you |ike

18 to address that, Sean? I'mgoing to |let one of our

19 rating actuaries address that because he's the nost
20 famliar with it.
21 MR. MENDES: Yeah. So, thisis -- |I'm

22  Sean Mendes. And with the buy-down, what we were
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1 offering was that -- we wanted to inplenent a |arger
2 rate increase, or have a higher rate increase

3 applied to the multiyear 15%increase. And then if
4 a nmenber has inflation, they could just fully avoid
5 all of those rate increases by just -- by dropping
6 their inflation coverage, but keeping whatever their

7 accrued daily benefit is at currently.

8 Because nost of our policies have been in
9 effect for over -- for long-termcare, for over 12 years,
10 rmeaning that's about -- | think it's 180%- that's just

11 fromoff the top of ny head - that their daily benefit has
12 accrued.

13 So, they may get nore benefit on a -- keeping
14 their premum stable where they're at, and keeping their
15 daily benefit at the exact level that it's at currently
16  for the remainder of their policy.

17 MR HAMMOND: So, if | can summarize it,

18 what we've offered is that they coul d keep their

19 current daily benefit, whatever it has accumul ated

20 to, wthout paying any additional increase of

21  premum

22 And there would -- but there also would be no
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1 longer any inflation. The inflation rate would basically
2 drop to 0%on these policies. And then, of course, we

3 have the standard. |[If they want to change out the

4  benefits, if they want to change elimnation periods, the
5 standard nonforfeiture for RPU is always avail abl e.

6 COW SSI ONER REDVER:  And what's the --

7 what's the projected loss ratio if you get the

8 increase?

9 MR MENDES: Well, there are -- | think

10 it's about 190%

11 MR HAMMOND: 185.6, | amtold. W wll

12  neke sure we validate that. But about 186.

13 COW SSI ONER REDVER:  And what was t he

14  projected loss ratio back in 2007 when Humana bought

15  you?

16 MR HAMVOND: Weéll, I'mnot sure | can

17 answer that question. | do know in general, we were
18 told that thereis a-- and I'll call it a 10s of

19 mllion-dollar problemthat mght come to roost in
20 10 years. And certainly would not describe to us as
21 having to add a billion dollars in reserves, that

22 would be for sure.
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1 MR JlI: So, how often do you -- do you

2 experience studying? Do you use -- do you do that

3 in-house, or use outside consulting firms? You

4  know, what do you notice fromyour experience?

5 MR HAMMOND: W currently have in-house
6 actuaries, and we have a external consultant,

7 MIlliman, who reviews a | ot of our work, certainly

8 peer reviews it, and also hel ps give us some

9 guidance on how to do both the projections, the rate
10 filings.

11 We use some of their nodels for doing the
12 reserves and review ng the reserves. W also have worked
13  with Long-Term Care Group on doi ng sonme peer review of
14  some of our reserve processes.

15 MR JlI: How often do you update your

16  assunptions?

17 MR HAMMOND: |'mnot sure | can say

18 exactly. It seens to be about every three years or
19 so that we're -- you're talking about how often do
20 we renew the assunptions for the reserves, or for

21 the rates?

22 MR JI: For rates, reserves, both. |
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t hink you probably use the same study for both
sides, right?

MR, HAMMOND: Yes, we're using the
MIliman data, as well as we | ook at the society
studi es that come out.

And we update the reserves about every three
years, | would say, the assunptions on the reserves, we
actually unlock for the active life reserves. But we're
constantly | ooking at that every year and reviewing it for
appropriateness. And they've been updated recently.

MR JlI: Gkay. So, would that change
your overall rate increase target, based on the new
assunption?

MR HAMMOND: Qur original filing, okay,
had | ower |oss ratios than what our current
assunptions woul d show, yes.

COW SSI ONER REDVER:  Gkay.  Anybody
el se?

MR MORRON One last question. This is
Bob Morrow. You mentioned that you're looking at a
15%rate increase over a number of years.

Currently, how many years does that plan to be?
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MR. HAMMOND: Five years.

MR, MORROW Ckay, thank you.

COW SSI ONER REDVER:  Todd? (M. Switzer
shook his head.) Tony, thank you very nuch. |
appreciate it.

MR. HAMMOND:  You' re wel cone.

COW SSI ONER REDMER:  Next, we will go to
Li ncol n National .

M5. KIM Good norning, Conm ssioner
Redmer and Maryland I nsurance Adm nistration staff.

My nane is Kristen Kim and | amthe actuary at
Trustmark I nsurance Conpany that is currently
admni strating the closed bl ock of Lincoln Nationa
| ong-term care policy.

On behalf of the Lincoln and Trustmark, | would
like to thank you for providing me with the opportunity to
present information concerning the two |ong-termcare
forns, HR2500AA and HR2950AA, which was issued by Lincoln
National Life Insurance Conpany.

Before | dive into the details behind the rate
increase filing, | would like to provide sone background

regarding the two |ong-termcare forms, HR2500AA and
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HR2950AA. These forms are very simlar products that were
Issued in the early 1990s. It was issued from1991 to
1996 nationw de. And then, subsequently, Lincoln ceased
mar keting the product and then transferred the

adm ni stration of the business to Trustmark in 1997.

There were approxi mately 5900 policies that
were issued nationw de, of which 550 policies were issued
in Maryland. Currently, we have about 1700 in force
nationw de, and then about a 148 -- actually, 148 policies
in force in Maryland. These policies were issued with
benefits that were not currently available, readily
avail able, in the current narketplace.

Qur in force policies conprises of
approxinmately half. Wth lifetine benefits, about 40% of
t he policyhol ders purchased 5% cost of |iving adjustnent
benefits, and then we have about 9% of insureds wth
return of prem um benefits.

Since these are closed bl ock of business, they
are pre-rate stability business. Qur requirenents are to
meet the mninumlifetime loss ratio of 60% Qur current
nationwi de projected |ifetime |oss ratio, whichis

adjusted to account for Maryland premumlevels, is well
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above 60% It's actually 85%

For this round of rate increases, we are
requesting an increase of 15% W understand that the
significant increase is a challenge for the insured, so
our strategy for the block is to request gradual rate
i ncrease and continue to nonitor the business annually to
determ ne further need.

W would like to point out that our current --
our rate, even if we get 15%rate increase, will provide
better benefits with |ower premunms than [ong-termcare
products that are currently offered in the narketpl ace.

This rate increase is necessary, mainly due to
initial pricing assunptions in the early '90s not being
met. In fact, as we all know, the lapse and the nortality
assunptions, along with nmorbidity assunptions, were far
too aggressive during the initial pricing of the --
pricing of the products.

In order to soften the inpact of the rate
I ncrease to our insureds, the conpany will provide two
alternative options in lieu of the rate increase. The one
option is the paid-up coverage that will provide paid-up

I nsurance with no further future prem umrequired.
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1 Another option is reduction in policy benefits, anywhere
2 fromlowering daily benefits to reducing benefit periods.
3 W currently do not offer any inflation |anding
4  spot options in lieu of the rate increase in Maryland or

5 any other state. However, we do offer the option for the
6 insured to renmove the benefit.

7 In order to inprove conmunication with our

8 policyhol ders about their options in connection with the
9 rate increase, we invite the policyholder to call our

10  custoner service to further discuss their personalized

11 options that will allowthe current policy to neet

12 coverage and financial needs.

13 | would like to close by again enphasizing that
14 the lifetinme loss ratio required for these closed bl ock of
15 business is 60% and we are currently projecting 85%

16 lifetime loss ratio. The requested rate increase is

17 primarily designed to mtigate or reduce the | osses and
18 not to be profitable for the conpany.

19 It is in our both policyholder and conpany's
20 interest to continue to nonitor the business and create a
21 financially stable business that will have adequate funds

22 necessary to pay current and future clains. W |ook
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1 forward to continuing with Maryland | nsurance

2 Admnistration in the rate increase process. Thank you
3 again for giving me the opportunity to speak today on our
4  pending rate increase.

5 COW SSI ONER REDVER:  Thank you, Kri sten.
6 Any questions for Kristen?

7 MR JI: | would like to know your

8 credibility standard when you do the -- when you

9 generate the assunption. Can you explain that a

10 little bit?

11 M5. KIM Yes. So, what we did is we

12 hired MIliman to review our block of business, and
13 then what they did is they used their MIIiman

14  long-termcare clai mdatabase, and they incorporated
15 our -- you know, our block of business doesn't have
16 as many policies in force, so they used a little bit
17  of our data, but then we used nost of the MIIiman
18 long-termcare clains data to come up with the

19 norbidity assunption.
20 MR MORROW This is Bob Murrow | just
21 want to nake sure I'mclear on the alternatives.

22  You nentioned there were two alternatives. One was
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to el ect paid-up coverage. The second was reduction
in policy benefits. And then you also -- but you

al so -- you also nentioned you could renove cost of
living adjustment, is that correct?

M5. KIM Correct, yes. So, when we do
remove the cost of living adjustnment, what we do is
we just keep the current benefit anount. So, if
t hey accrued several hundred, then that's basically
what we're going to calculate the prem um at and
make sure that it doesn't accrue any further
adj ust ments goi ng forward.

MR. MORROW Ckay. Thank you.

COW SSI ONER REDMER: Anybody el se? Al
right. Kristen, thank you. Next is --

M5. KIM Thank you.

COW SSI ONER REDVER:  -- MedAneri ca.

MR, KINNEY: WII| you hear ne if | talk
| oudly without the mke?

COW SSI ONER REDVER:  No.

MR, KINNEY: Conmi ssioner Redner,
| nsurance Adm nistration staff, and guests, thank

you for the opportunity to appear regardi ng our
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| ong-termcare rate increase filings. M nane is
Pat Kinney. |'m managing actuary of the long-term
care pricing at MedAnerica Insurance Conpany.

Today' s hearing involves our requested 9%
premumrate increase on our Sinplicityii product. This
policy formwas issued in Maryland from June 2008 to Apri
2014 and covers 180 individual policyholders in the state.

Qur current request is a followp to the 15%
rate increase filed by the MA in Decenber 2015. |If
accepted by the admnistration, the current 9% request
wi Il bring our accumul ative rate increase in Maryland up
to the average 25%that MedAmerica has determned is
necessary to certify the rate stability on this policy
form

In addition to our Sinplicityii product,
MedAnerica al so has rate increase requests pending with
the adm ni stration on our other |egacy products.
Sinplicity, which was issued in 2005 to 2008 and
premered -- what we refer to as series 11 and prior,
whi ch was issued in 1996 through 2005.

MedAnerica has submtted witten testinmony for

the public hearing on Cctober 27th of |ast year regarding
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our rate increase request for sinplicity. Qur prem um
rate filing was nore recently submtted on April 27th, and
the admnistration actuarial teamhas just begun its
review of that file.

Qur later generation products, known as
Fl exCare and Transitions, were priced and approved in 2010
and after and are not in need of rate increases at this
time. None of these policy forns is being nmarketed any
| onger in Maryland or any other jurisdiction. In early
2016, MedAmerica ceased sale of LTC policies nationw de.

However, we remain commtted to providing
prom sed LTC benefits to the over 100,000 peopl e across
the country, including over 400 in Maryland, who rely on
us to continue their coverage long into the future.

W believe the premumrate increases are
necessary now to ensure our ability to pay LTC clainms in
the long-term Like nost insurance carriers who sold LTC
policies, MedAnerica has experienced significantly
unfavorabl e changes in policy persistency, norbidity, and
Interest since the time the earlier generation policies
were priced and issued.

The adverse experience threatens the financia
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heal th of MedAnerica, especially since we are a nonoline
| ong-term care conpany. There's no other insurance
products to offset projected shortfalls fromlong-term
care coverage.

W acknow edge that there has been one product
15% increase on our Sinplicityii policy form two prior
15%rate increases on our sinplicity policy form and a
cunul ative 39%increase on the policy forns during the
years 2010 through 2014.

In each case, including the current rate
increase filings, larger premumrate increases were and
are actuarially justified and supportable under l[oss ratio
and rate stability regulation.

Al t hough MedAnerica recogni zes that annual rate
increases are limted to 15% per the Maryland regul ation,
the actuarial menoranduns associated with our rate filings
present the experience analysis of projections justifying
the full rate increases we believe to be necessary.

W feel that this transparency provides
consuners with a nore conplete picture of financial risks
to the conpany. |If the admnistration were to accept rate

I ncreases greater than 15% the conpany is prepared to
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offer multiple year phases and increases and wi |l consider
other options that may be available to reduce the inpact
On our ConSumers.

W understand that the admnistration is
consi dering policy proposals that may allow for phased-in
increases in the future. MedAmerica supports the idea of
al | owi ng phased in rate increases, whether or not they are
acconpani ed by alternatives such as |anding spots.

Allowing a carrier to phase in actuarially
justified premumrate increases over several years gives
the insured definite know edge of future rate levels. The
consuner can then make a decision about appropriate
affordabl e future benefit levels with the advantage of
more conplete information about future premuns than the
present regul atory structure enpl oys.

Li ke the adm nistration, MedAmerica is also
concerned about consumer protection. Qur rate increases
are determned so that the conpany is sharing the cost of
rate increases with consuners and is not attenpting to
cover past |osses. W need to place our closed block
| ong-term care products on a nore sound financial footing

for the future.
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1 Simlar to prior increases, MedAnerica is

2 offering insureds affected by the prem umincrease the

3 option of reducing their policy benefits to provide

4 flexibility of choice to those insures who wish to

5 mintain a premumlevel reasonably simlar to what they
6 were paying prior to the rate increase.

7 Furthernore, MedAmerica is offering a petition
8 on forfeiture or CNF benefit to all insureds affected by
9 the rate increase, which neans that a policy that |apses
10  prem um paynents due to the requested rate increase

11 remains eligible to receive sone |evel of paid-up benefit
12 in the future.

13 To hel p consumers navigate their options, nmake
14 premum paynments, accept the reduced CNF benefit, or claim
15 a benefit reduction option that best suits them our

16 insureds are encouraged to call our toll-free custoner

17  service phone nunber because each policyhol der is unique,
18 and MedAnerica works with each person individually.

19 We continue to pride ourselves on providing

20 quality clains service to our insureds. Each claimant is
21 assigned a dedicated personal care adviser who establishes

22 arelationship with the insured and their famlies to
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ensure the very best service and support when they need it
nost .

Over 90% of claimants surveyed has said their
experience with MedAnerica is above average or excellent,
and our average time to pay clains is 36 days. W believe
this service excellence is a critical conponent to
fulfilling our prom ses and taking care of our insured and
will continue to provide this |evel of service going
forward.

In closing, I'd like to reiterate that, despite
the fact that we no longer sell long-termcare insurance,
MedAnerica remains commtted to delivering on all of our
prom ses for our custoners.

Ganting actuarially justified rate increases
wi Il help assure we have the financial strength to
continue providing the benefits and service our insureds
expect and deserve. Thank you for your time and
consideration, and |'m happy to answer any questions you
may have.

COW SSI ONER REDMER:  Great. Thank you,

Pat. Any questions?

MR Jl: Since this product is relatively
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new, | would like to know, how do you originally
use -- what kind of -- to pick your assunptions for
pricing?

MR KINNEY: The Sinplicityii product was
priced in -- | think it was 2007, | believe, to be
i ssued in 2008. W had been working with MIIiman
consultants at that tine, so our pricing was based
on MIliman studies.

Qur updated assunptions are al so based on
MI1liman studies, although this particular rate increase
was filed wth a different consultant.

MR JlI: So, basically, you are totally
relying on consultants for pricing, or?

MR KINNEY: We have a very small staff
of pricing at MedAnerica. Qur plan is to begin
filing in-house in the future. But up until now, we
rely on consultants, yes.

COW SSI ONER REDMER:  Ckay.  Anybody
else? Al right, Pat, thank you very nuch. And
next, we wll go to Prudential.

MR BURNS: Is this on? H, I'mKeith

Burns. |'mvice president and actuary with
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Prudential Insurance Conmpany. | want to thank
Conmmi ssi oner Redner, your staff, as well as the
consuners and other interested parties joining us
t oday.

Prudential is currently seeking a 15%rate
increase on our group -- one of our group long-termcare
I nsurance plans for GLTC3, sold in Maryland beginning in
2002. And the proposed increase is in accordance with the
15% cap, per the Maryl and regul ation.

Based on our experience, we do believe a higher
I ncrease is needed and justified, but that would only be
22%for this product at this time, given where our
assunptions are at.

W have 2,126 policyhol ders in Maryland that
are on the inpacted policy. The average amount of
increase is $14 per nonth. Prior increases that we have
I mpl emented at -- in Maryland was approved a couple years
ago and, you know, it was not sufficient at the tine.
That's why we're continuing to seek some additiona
I ncreases.

A large majority of the policyholders that were

I npacted by that original increase did continue to pay the
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hi gher increased amount. In fact, about 93% continued
payi ng the higher percent. W did have some that offered
to take | ower benefits. That was around 5% And around
2% | apsed their policy and were provided with forfeiture
benefits.

The primary factors, as you heard, and we
di scussed earlier, for the industry is deterioration of
experience with regard to voluntary |apse, nortality,
morbidity, as well as investment earnings. Accunulated
policy reserves have been significantly less than
anticipated due to the low interest rate environnent.

Prudential's rate increase that we're
requesting nowis primarily around -- due to voluntary
| apse of nortality being nmuch |ower than antici pated.

Long-termcare insurance is a | apse-supported
policy, nmeaning prem unms were devel oped assum ng that the
reserves that were set aside for those policyhol ders that
| apsed will help fund the renaining policyhol ders when
they go on claim But the current policyhol ders
experience reflects our ultimate lapse rate is currently
around 0.7% where it was originally priced at 3%

Al'so, our nortality rates continue to fall
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| eading to nore policyholders living to the ol der ages,
when long-termcare clains are nost prevalent. Due to the
| ower voluntary |apse rates and nortality, it is assumed
that a significant nunber of policyholders remain in force
during their ol der ages, when they're nore likely to go on
claim which is good, as this is what coverage is intended
for. But as -- but it was not anticipated at this |evel

at the time the policy was originally priced.

The current rate increase request is intended
to partially but not fully offset the adverse experience.
Therefore, additional future rate increases may be needed.

Prudential understands that these rate
I ncreases can be chal l enging for some policyholders. In
an effort to ease the situation for the policyhol ders and
to help mtigate the inpact -- mtigate the rate -- the
rate increase, policyholder notification letters wll
offer a nunber of alternative options to the rate
I ncrease, as well as an 800 number to ask questions and
request more informtion.

Cust oner service center representatives and the
call center have been trained to handle rate increase

situations. The call center's 100% dedi cated to
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1 Prudential long-termcare matters.

2 The policyhol ders will have voluntary options
3 tomtigate the rate increase, which include reducing

4  policy benefits or removing optional riders that provide
5 additional benefits.

6 O, they can stop paying premunms and exercise
7 their nonforfeiture benefit, which is available to all

8 insureds, regardless of their age or size of increase. An
9 inpacted policyhol der can also elect to pay the increased
10 premumand maintain all of their current existing

11 benefits.

12 As stated in this testinmony, Prudential does
13 understand the challenges to the policyhol ders when rates
14 are increased. Rate increases are needed to help ensure
15 the future premuns, in conbination with existing

16 reserves, Wl be adequate to fund anticipated future

17 claims. By providing a nunber of options, we wll assist
18 policyholders with opportunities to mnimze the inpact of
19 arate increase. And we appreciate the departnent's tine
20 and attention to this matter and are available for further
21 questions and discussion.

22 COW SSI ONER REDVER: Gkay.  Any
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1 questions?

2 MR JI: So, for the -- | nmean, the --

3 your schedule for the future rate increase, can you
4 give alittle detail about that?

5 MR BURNS: For this product, we were

6 seeking 40%in total. W have received a 15%

7 increase a couple years ago. |If we get the 15%this
8 go-around, then there would be another roughly 6%

9 comng up. That's all conpounded to get to the 40.

10 MR JI: Ckay.
11 MR MORROW W' re good.
12 COW SSI ONER REDVER: Todd? Al right.

13 Keith, thank you very nuch.

14 MR. BURNS: Thank you.

15 COW SSI ONER REDMER:  And then, we go to
16  Unum

17 MR LEMJO NE: Good norning. Everyone

18 hear nme okay? | found the on-button. Good norning.

19 M nane is John Lenpbine, and with ne is Jake Lucas.
20  On behalf of Unum we thank the Maryland | nsurance
21  Adm nistration, Conm ssioner Redner, and each of you

22 who are participating or attending today in this
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1 hearing.

2 | amthe assistant vice president and specia
3 counsel for Unum s closed bl ock business operations unit.
4 Jake Lucas, who is with me here today, is also a menber of
5 that business unit, and he is our chief pricing actuary
6 for long-termcare products.

7 The closed bl ock of business unit at Unumis
8 conprised of products that Unumno [ onger markets,

9 including long-termcare. Long-termcare insurance

10 policies represent about half of the annual prem um of

11 Unum s cl osed bl ock of busi ness.

12 Unum exited the individual |ong-termcare

13 market in 2009 and exited the group long-termcare market
14 in 2012. The vast majority of our LTC policies were

15 issued between 1989 and 2012.

16 Unum has close to one mllion LTC insureds

17  nationw de, including approxi mately 3800 Maryl and

18 individual LTC policyhol ders and approximately 15,000

19 people insured through group LTC policies issued to

20  Maryland enpl oyers.

21 As context for today's hearing, our pending

22 increase is focused on our ol der block of Mryland group
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policies. Under that block of policies, the total number
of insureds with coverage that woul d be inpacted by this
requested increase woul d be approxi mately 10, 000 insureds.
And I'Il provide a bit nmore detail about those insureds in
just a mnute.

W at Unumtake our conmmtnent to our LTC
policyhol ders very seriously. W have a team of over 180
LTC professionals dedicated to providing customer service
and adm nistering benefits. Qur top priority is to neet
our obligations to each of our customers, including
providing benefits in their time of need.

During 2016, we paid approximtely $450 million
in long-termcare benefits nationw de and paid over $7.3
mllion in long-termcare benefits to Maryl and
pol i cyhol ders.

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

Wien Unum entered into the LTC business in the
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| ate 1980s, we determ ned our prices using the best data
available at the tine, applying assunptions and

predi ctions about how future experience woul d devel op.
Unfortunately, like many in the industry, our actual
experience in the years and even decades since we issued
our LTC policies has turned out to be significantly
different than the actuarial assunptions used to set
original prices.

Those factors include the fact that individuals
covered under LTC policies are living Ionger and hol di ng
onto their coverage |onger than anticipated, neaning that
more clains are being nade than had been originally
proj ect ed.

Al'so, once individuals are on claim they are
staying on claimlonger than expected. And at the same
time, investnent earnings on reserves we hold continue to
be significantly [ower than originally projected, giving
the sustained lowinterest rate environment. As a result
of the combination of these factors, our LTC block is
suffering significant overall |osses.

I n 2006, when the financial reality of Ununms

LTC busi ness started to becone nore clear and credible, we
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filed our first LTC rate increases to mtigate financial
and enterprise risk. Qur goal in the LTC rate increases
we have requested is not to generate profits, nor to
recover any of the past |osses we have experienced.

I nstead, our LTC rate increase requests have
been ai ned solely at moving our LTC bl ock of business to a
poi nt of self-sustainability on a go-forward basis. W
want to ensure that our LTC reserves plus premuns are
sufficient to pay all clainms and expenses.

Wth that in mnd, the rate increases we have
requested nationw de on this block of group policy forms
represent only about 25% of the amount we could ask for is
actuarially justified. Here in Maryland, because of
Maryl and' s 15% annual rate increase gap, our current
request is for that 15% anount.

W will continue to nonitor and eval uate the
experience on our LTC business, as we are charged to do
under regulatory and actuarial standards.

As nentioned earlier, this pending 15%rate
I ncrease request would apply to coverage hel d by about
10, 000 persons insured under policies issued to Maryland

enpl oyers. As additional context, the average annua
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premumfor those individuals is a little under $600 per
year, or $50 per nonth.

Furthernore, for many of our group policies,
the empl oyer pays all or part of the premum In fact,
for Maryland group policies, about 70% of insureds have
their premumpaid entirely by the enployer as a workpl ace
benefit, with about 30% of the total paying all or part of
the premumfor the coverage thensel ves. The average age
of insureds under this block of policies is approximtely
57 years.

So, even though we are seeking |ess than what
could be actuarially justified, and even though there's a
high | evel of enployer funding on our Maryland group
policies, we at Unumrecognize that LTC rate increases nmay
present many of our custonmers with a significant challenge
In maintaining their coverage.

As a way to reduce the level of their prem um
every Unuminsured under a group policy has the right to
adj ust their benefit features on a go-forward basis.

These adjustnents can be made within the coverage options
avai |l abl e under the group plan and, depending on the plan,

m ght include things |ike reducing benefit duration or
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adjusting daily benefit levels.

Al'so, in conjunction with these LTC rate
I ncreases, each inpacted insured can choose to elect a
nonforfeiture option, whereby the insured no |onger pays a
prem um going forward and mai ntains a reduced amount of
coverage equal to the total anount of prem uns paid
to-date on the policy.

W at Unum believe that no LTC policyhol der
shoul d surrender his or her coverage as a result of the
rate increase, and we believe these options offer
reasonabl e alternatives at various |levels of
affordability.

In closing, we acknow edge how difficult LTC
rate increases can be for our policyholders, and we wl|
continue to serve our customers as effectively as possible
by offering reasonable alternatives to manage
affordability and by providing quality service during the
|ife of the policy, including, nost inportantly, at the
time of claim Thank you.

COW SSI ONER REDVER:  John -- or, ['m
sorry, Jake? Did you have anything you wanted to

add, or?
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MR LUCAS: No.

COW SSI ONER REDMER:  Ckay. So, John,
wal k through these group policies. You mentioned a
| ot of themare 100% enpl oyer paid. So, who --
who --

Wio owns the contract? Wio has the option
to -- in other words, kind of the enployer nakes those
changes on behal f of the enployee? And then -- and then
finally, if the enployer says "I'mdone" and just blows up
the plan, what are the options that the enpl oyee has?

MR, LEMJO NE: Thank you, Conm ssi oner
Redmer. So, in essence, the way the group policy
structure works, the enployer is the group
policyhol der. The enployer determ nes the plan
designs and options that will be available to the
I nsureds and their workers, because this is being
offered as a workpl ace enpl oyee welfare benefit.

So, the enployer ultimately determ nes what
plan designs are available to its enployee base. So, it's
within that range of options that the enpl oyee has the
ability to choose.

And then, ultinmately, if - to use your phrase -
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I f the enployer blows up the plan, the enployee has the
ability to -- so-called to continue that coverage on a
direct bill basis.

MR LUCAS: Yes.

MR LEMJINE That's a feature of Unum s
group policy and many other group policies. The
enpl oyee can actually convert -- take that coverage
with them that group coverage they have, in tact
and pay for it thenselves on a day-to-day --

COMW SSI ONER REDMER:  Can they --

MR LEMJONE: -- basis.

COMW SSI ONER REDMER:  -- nodify the
benefits fromthat point on?

MR LEMO NE: They have -- they can
modi fy the benefits within the range of --

COMM SSI ONER REDMER  Ri ght .

MR LEMJONE -- the plan design that
they were in.

COW SSI ONER REDMER: Got it.  Ckay,
thank you. Anybody el se?

MR ZI MERMAN: | know in the individua

market, there's an option for the |anding spot to
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offset the rate increase. |Is that sonething that
woul d be available in the group market for those,
let's say 30%that are currently paying for their
own benefits?

MR LEMJINE W've -- that option is not
avai | abl e on our group policies, in part because of
the explanation that we just -- that we just talked
about. Because of the conplexity of having an
enpl oyer |evel decision, an enployer-inplenmented
control on the plan designs, and then the enpl oyees
need to be able to choose within that range of
options.

So, it adds a layer of conplexity for the
enpl oyer to determ ne whether to elimnate the higher
inflation benefit and only -- and reduce the | ower one,
creates conplexity and an adm ni strative chal |l enge.

And al so, there is something of a concern over
what kind of an incentive that mght create between an
enpl oyer who's paying on an enpl oyee who's paying for
their coverage, where that [anding spot -- where that
reduced inflation mght |and.

COW SSI ONER REDVER:  Any ot her
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questions? Al right. John, Jake, thank you. We
appreciate it. Next, I'mgoing to turn it over to
Todd Switzer for some comments.

MR SWTZER 1'd just like to add ny
t hanks to everyone being here. Fourth day on the
job, and -- (Laughter.)

The draws of the job was the chance to join
with the commi ssioner and with the MA to squarely address
some of these hard issues and these issues that very
tangi bly affect our Maryland seniors.

For sone context, | was |ooking at a study by
the Anerican Acadeny of Actuaries that came out just two
mont hs ago, and there were four or so facts that stood out
to me. And these are just nore macro-level as | digest
everything fromthe carriers.

But first was that, in the US, the percentage
of people aged 65 or ol der used to be, not too |ong ago,
8% so about one in 13. But in the not too distant
future, it wll be 20% So, an increase of nore than
doubling. One in five will be over the age of 65. So,
that struck ne.

Second was, just kind of putting numbers to
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things that we hear sometimes. The fertility rates are
dropping in the US. It's true that what | had heard a
long tine ago, that in the '60s, the average famly's
number of children was 2.2. That's down to 1.4, so
there's fewer famly caregivers avail able.

Third, that private savings are decreasing.
That as a percentage of the gross domestic product, not
too long ago was -- 20% was personal savings. That's down
to 15% so |less funds avail able.

And anot her piece of information fromHealth
and Human Services was that, in 2016, of all those turning
age 65, 70%of themw !l need |ong-termcare. And of
those 70% 20%w || need care nore than five years.

So, the confluence of all those things points
to the gravity and the conplexity of this issue and the
fact that it wll only becone nore prom nent.

|"ve begun to see comments that have cone in.
Dr. Mller, I've read your thoughtful comments. |
appreciate those. And | see the crushing inpact, the rea
I npact, to the insureds, who did a good thing in buying
cover age.

|"ve al so begun to go through, along with ny
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team the 29 long-termcare filings we have in, and |'ve
begun to get a sense - and appreciated listening to all
the presenters - of the deteriorating experience.

So, where that leads ne, just to -- is being
anxi ous and hopeful to explore all these options fully and
to come up with equally tangible solutions and options.
So, it's helpful to hear everything you're saying.
thank you for that, and | think the aimof all of this
that the conm ssioner has set up is to collaboratively
explore all these options and cone back w th sonething
real that we can -- we can | ook at together

So, that's a little bit of ny perspective. And
|"manxious to continue to learn. | thank you for the --
for the chance to share that with you

COW SSI ONER REDVER:  Great. Yeah, thank
you, Todd. That's it for the carriers. Signed up
to speak is Dr. Myron MIler

Sure. If you wouldn't mnd comng up. And
I"I'l also point out that Dr. MIler has submtted witten
conments that will be posted, as well.

DR MLLER I'ma consuner. I'malso a

physician of geriatric medicine, so |'mvery
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1 famliar with issues that pertain to ol der

2 individuals.

3 |"ve had ny long-termcare policy for about 21

4 years with John Hancock as an individual policyholder.

5 1've had three rate increases over the last four years,

6 wth atotal so far of 43%increase. And fromwhat |'ve

7 been hearing, | can anticipate additional rate increases

8 over the next several years.

9 My concerns are that, |ike nyself, nost of the
10 individuals who are inpacted are individuals who are in
11  the ol der age group who no |onger have, for the nost part,
12 increases in incone. Mst of the individuals -- nost
13 individuals are living on relatively fixed inconmes, so
14 that the burden of a rate increase can be quite
15 substantial.

16 One of the concerns that | have with regard to
17 the justification for rate increases is that the |ong-term
18 care line often is looked at as a totally independent

19 entity within the insurance conmpany. Now, in the case of
20 John Hancock, | know that John Hancock is a subsidiary of
21 Manulife, which is a very large insurance conpany carrying

22 a wde variety of insurance products.
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1 | don't know what the percentage of the total
2 insurance witten by Manulife is long-termcare, but |

3 suspect that it's relatively small. Mybe you can answer
4  that question for me.

5 MR PLUMB: | don't know in terns of

6 Munulife. W' ve recently responded to a reduction

7 interms of requests in terms of our domestic US

8 company, and | think it's [ike 20, 25%i ncrease of

9 premuns, sonething like that.

10 DR MLLER Al right. And again, | did

11 take the opportunity some time back to go online and

12 pull up Manulife's financial reports, and they

13 looked to be quite healthy. They're making very

14 substantial profits. And so, ny concern is that the

15 policyhol der for the long-termcare is bearing a

16  disproportionately |arge burden

17 In ny view, the issue of the actuaria

18 projections having to do with long-termcare really should
19  be spread over the entire conpany, and not just wthin one
20 line of insurance.
21 | amcertainly aware of the changes in

22 denographics that inpact on long-termterminsurance. As
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individuals are living longer, that's al so nore noney
comng in because to the point -- up to the point where an
individual files a claim that's nore prem um noney com ng
in, so that where |ife expectancy is going up, so has the
nunber of years of paynent of insurance going up.

| don't -- | don't know to what extent that's
factored into the equation. Ideally, froman insurance
conpany's standpoint, you should live to be 90 years old
and drop dead. Then, you have clains -- premuns conmng
in and no clains going out.

The time that individuals spend in states of
disability have generally actually gone down over the --
over years. One of the facets of long-termcare
I nsurance, at least in ny case, and | presune for nost
I ndividuals, as you're buying a fixed amunt of noney for
X nunber of days of coverage, and to the extent that you
die before your days of coverage are utilized, that's
money that's going back to the insurance conpany.

|f | buy three years of coverage and | -- in a
period of disability for a year and a half, that extra
year and a half of noney is going back into the conpany.

So, | don't know to what extent that al so was
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1 factored into the projections involved in calculation of

2 rate increases. And | thank you for the opportunity to

3 make ny views noted here.

4 COW SSI ONER REDVER:  Thank you, Dr.

5 Mller. Does anybody have any questions for Dr.

6 Mller? Al right. Thank you very much.

7 That is all of the folks that have signed up.

8 However, | will openit up to see if there's anybody,

9 either here or on the phone, that has additional coments.

10 Sure, Sally.

11 MS. LEIMBACH  Thank you.
12 COW SSI ONER REDVER:  How are you doi ng?
13 MS. LEIMBACH |'mSally Leinmbach. [|'m

14 here today representing MAHU, Maryl and Association

15 of Health Underwiters, and NAIFA Maryland. The

16  presentations today fromtwo of the conpanies

17 created a question for ne, so that is what | would

18 like to ask.

19 First, is Kanawha still on the [ine? And if
20 not, then I'Il go onto -- I'Il et you know what ny

21 question was, Conm ssioner --

22 COMM SSI ONER REDMER: Ckay.
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MS. LEIMBACH. -- and perhaps it can be
asked. The second is for the Unum people.

| have -- | know a | ot of the agents in
Maryl and.  You could tell fromthe amount of policies that
are in force. And | have sold a ot of Unumpolicies in
the state of Maryland. W are all going through, as the
agents and brokers, the rate increase pain wth our
clients.

One thing that Unumis doing that you did not
mention today - and | wasn't quite sure why - is that when
the letters come fromUnum they nake it very clear that
they' re looking for 114%rate increase in Maryland over
time, and that there is an alternative for --

Al though the increased would only be 15%this
year, Unumis made it clear they're not saying that they
woul d be granted 15% every year to reach the 114, but for
clients that choose to reduce fromthe 5% conpound to the
3% conpound, they are assured not to have a rate increase
until the 114%rate increase is reached by the others.

So, ny questionis: | think that's a very
favorable thing; |'mnot sure why that wasn't brought up

In the presentation.
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MR LEMJONE Sally, the reason is
because the rate increase that we were di scussing
today is for the group business, which doesn't --
it"s not -- it doesn't fall within that sane bucket
t hat you' ve just descri bed.

MS. LEI MBACH. Ah, | was confused because
you gave statistics about individual as well as the
group coverage.

MR LEMJO NE: Thank you. W were trying
to give the whole picture of the insured base, but |
appreci ate your feedback, and we wll clarify that
next tine.

MS. LEIMBACH It's very favorable, and |
woul d i ke to see other conpani es do sonething
simlar. Thank you.

MR LEMJ NE: Thank you.

COW SSI ONER REDVER:  Before you go, do
you want to pass along the question for --

MS. LEI MBACH. Yes. For Kanawha, they
said that for those people who woul d renove the
ability to have inflation protection, they would be

able to keep whatever benefit they had currently
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1 reached. That was good, but | wondered if it was

2 perhaps like the Unumsituation, that that woul d

3 only --

4 But what that means, maybe guaranteed never to
5 have arate increase in the future if they did that, or

6 was it only until the other rate increases had been --

7 come forth and given to the other people who did not take

8

9 COW SSI ONER REDMER:  CGot it

10 Q -- get that. Thank you

11 MR HAMMOND: This is Tony Hammond from
12 Kanawha.

13 COWM SSI ONER REDVER:  Hey, Tony.

14 MR, HAMVOND: They woul d be able to keep

15 their current benefit, and they would not be subject
16 to arate increase until the full five years had
17  passed. And then, they could be -- future rate

18 I ncreases could cone into account.

19 COW SSI ONER REDVMER:  Got it. Thank you.
20 MS. LEI MBACH: Thank you

21 COW SSI ONER REDVER:  Appreciate that.

22 Yeah?
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MR PLUMB: |Is it okay if | address a
couple of the doctor's other questions?

COW SSI ONER REDMER:  Sure.

MR PLUMB: Thanks. First thing you
mentioned about the nortality rates, yeah, you were
definitely right. Mrtality rates are lower. So,
when we talk about the nortality issue, it's netting
the prem uns against the nortality rates.

(I naudi bl e.)

You al so nentioned if soneone uses |ike one and
a half out of three years, and the conpany gets the other
year and a half. So, when we price long-termcare, we
don't assume everybody is going to use all of their
benefits. (Inaudible.)

And the other one you nentioned is that the --
that the long-termcare issue should be spread anong the
rest of the conpany. And so, the way long-termcare --
so, | don't agree with that. The way |ong-termcare was
desi gned and sold and marketed is as a guaranteed
renewabl e product. |If experience is adverse, then
prem unms can be adjusted subject to loss ratio

requirenents.
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CQuar ant eed renewabl e never tal ked about, only
If the company is in threat of going insolvent before you
can adjust premuns, or that the whole conpany is not
maki ng any noney. |f that were the case, | would
guarantee you that nobody -- we wouldn't be here today.
Nobody woul d have ever sold long-termcare, and | don't
know what people woul d do to stay off of Medicaid in order
to get an insurance product.

|f a conpany has to put their whole -- their
whol e conmpany at risk for one line of business, you know,
whether it's profits or solvents or whatever, you can't
have one manager bringing the conpany down. Conpanies
woul dn't take that risk. But thanks for the questions.

COW SSI ONER REDVER:  Any ot her comment s,
here or on the phone? Al right. So, again, thank
you for participating. This is all very helpful for
us. As indicated, Todd is now on board. | point
out that he said today was his fourth day. He did
not say it was his last day. (Laughter.) So,
that's a good thing.

And we' Il have all of this done by next

Wednesday. Is that right? (Laughter.) | was kidding.
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1 Anyway, thanks again for comng. W appreciate
2 it. Thank you.
3 (Hearing concluded at 11:15 a.m)
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State of Maryl and
Cty of Baltinore, to wit:

|, KALEIGH IRISH, a Notary Public of the State of
Maryl and, Baltimre City, do hereby certify that the
wi t hi n-named proceedi ngs took place before me at the time
and place herein set out.

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

| further certify that I amnot of counsel to any of
the parties, nor in any way interested in the outcome of
this action.

As witness ny hand this 15th day of My, 2017.

KALEI GH | RI SH
Not ary Public
My Conmi ssion Expires:
Cct ober 18, 2020
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 1                  P R O C E E D I N G S

 2              (Hearing commenced at 10:01 a.m.)

 3              COMMISSIONER REDMER:  Good morning.  For

 4   those of you that are here, my name is Al Redmer.

 5   I've got 10:01.  And this is our second public

 6   hearing on specific carrier rate increases for

 7   long-term care insurance in 2017.

 8              For those of you that are on the phone, if you

 9   could keep us on mute unless you're going to speak, we

10   would appreciate it, and please do not place us on hold.

11              Today's hearing will focus on several rate

12   increase requests now before the Insurance Administration

13   in the individual long-term care market.

14              These rate increase requests come from Kanawha

15   Insurance Company proposing increases of 52.09% to 101.14%

16   phased in at no more than 15% annually, Lincoln National

17   Life Insurance Company proposing increases of 15%, and

18   MedAmerica Insurance Company proposing increases of 9%.

19              In the group long-term care market, these

20   include requests from John Hancock Life Insurance Company

21   proposing adjustments of 5.4 to 43.1% phased in at no more

22   than 15% annually, The Prudential Insurance Company of
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 1   America proposing increases of 15%, and Unum Life

 2   Insurance Company of America proposing increases of 15%.

 3              These requests affect about 21,000 Maryland

 4   policyholders.  The goal of today's hearing is for

 5   insurance company officials to explain their reasons for

 6   the rate increases.

 7              We will also listen to comments from consumers,

 8   and we're here to listen and ask clarifying questions from

 9   the carriers and consumers regarding the specific rate

10   increase requests.

11              Before we begin, I would like to provide an

12   update on the MIA's March long-term care briefing.  In

13   March of this year, the MIA held a public briefing in

14   which seven new public policy proposals were discussed.

15   These proposals can be found on the MIA's website on its

16   long-term care insurance page.

17              The MIA accepted comments on these proposals

18   through April the 6th and is presently working internally

19   to analyze the recommendations received regarding each of

20   the seven policies proposed.  We will issue an update on

21   the review in the near future.

22              Finally, I'd like to take a moment to introduce
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 1   the folks who are here with me from the Insurance

 2   Administration.

 3              To my right is our new chief actuary, Todd

 4   Switzer.  And based on long-term care increase requests

 5   and what's going on with the Affordable Care Act, he has

 6   picked a timely appointment time to join us.  (Laughter.)

 7   But he looks good for 35 years of age, don't you think?

 8   (Laughter.)

 9              To his right is Adam Zimmerman, who is an

10   actuarial analyst.  And then to my left is Bob Morrow, our

11   associate commissioner of life and health.  And to his

12   left is Jeff Ji, also a senior actuary.

13              Also with us from the Insurance Administration,

14   scattered around, is Nancy Muehlberger; with our office of

15   the chief actuary, Denise Sellers; Nancy Egan, Craig Prem,

16   Lindsey Powell, Tracy Imm, Joe Sviatko, and Jeffrey Gross.

17              I'm going to go over just a couple procedures

18   before we begin.  First of all, out in the little hallway,

19   there is a handout that includes all of our contact

20   information on it.  Please make sure that you get a copy.

21   If you would like to speak today, we would ask you to sign

22   up on the sheet of paper out there, if you haven't already

�

0008

 1   done so, along with your name and contact information.

 2              Second, this hearing is not intended to be a

 3   debate, but a question and answer forum so that we

 4   understand the rate increases that are being proposed,

 5   why, and also get to hear from the consumers.  If -- we

 6   hope that you've submitted your comments in writing in

 7   advance.  We will be posting all written comments on our

 8   website, and we will keep the record open until Monday,

 9   March 29th, if anybody has any additional written comments

10   to make.

11              The transcript of today's meeting, as well as

12   all written testimony submitted, will be posted on the

13   website.  The transcript and written testimony will be

14   available on the MIA's long-term care page, as well as the

15   quasi-legislation hearings page.  The long-term care page

16   can be found at the MIA website by clicking on the

17   long-term care tab located under the quick links section

18   on the left-hand side of the homepage.

19              As a reminder, we do have a court reporter here

20   with us today to document the hearing.  When you are

21   called upon to speak, please state your name and

22   affiliation clearly for the record.  If you are dialing
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 1   into the hearing through the conference line, again, we

 2   ask you to mute your phones.  Also, anytime before

 3   speaking, if you could restate your name and organization,

 4   that would be a big help, as well.

 5              We're going to ask the carriers to come up

 6   individually to speak regarding the rate request.  We're

 7   going to do it in alphabetical order.  And then finally,

 8   we will ask for comments from any consumers or producers.

 9              With that, let's get started.  And first, we

10   have John Hancock.

11              MR. PLUMB:  Over here?

12              COMMISSIONER REDMER:  Yes, sir, thank

13   you.

14              MR. PLUMB:  Good morning.  And thank you,

15   Commissioner Redmer and staff for allowing us to

16   participate in this hearing today.  My name is David

17   Plumb from John Hancock Life Insurance Company, vice

18   president in charge of the long-term care management

19   program.

20              I'm going to start off by saying that long-term

21   care, really how important this product is.  Long-term

22   care services can cost tens of thousands of dollars, and
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 1   that can easily deplete someone's savings, and then some.

 2   Pooling your risks with others through insurance is much

 3   more affordable in trying to earmark savings, in other

 4   words, cut costs.

 5              So, we have filed for premium increases on two

 6   of our group long-term care policy forms sold primarily

 7   from 1998 to 2010, which impact about 8000 of Maryland's

 8   insureds.  The average rate increase requested is 11%,

 9   while the maximum increase is up to 42%.

10              After the requested increase, our loss ratio

11   for these products would be 85%.  And for those increases

12   that are greater than 15%, we would phase the increases

13   over a two or three-year period, with no more than 15% in

14   any one year, per the Maryland regulations.

15              And approving the phased-in proposed increase

16   to 15% would allow us to offer our future inflation

17   reduction landing spot to 750 of Maryland's insureds.  And

18   we'll talk a little bit more about the landing spot in a

19   few minutes.  But first, I want to talk about why we've

20   proposed the rate increases.

21              So, long-term care is a very long duration

22   product.  Most people buy in their 50s and 60s, and most
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 1   people claim in their 80s and 90s.  And long-term care

 2   usage and expenses are very difficult to predict from

 3   decades into the future.

 4              And providers of this product -- and because of

 5   that, providers of this product need to be able to adjust

 6   premiums to reflect changing experience.  If not, I don't

 7   think there would be any kind of a market for this type of

 8   insurance.  Many, many more people would deplete virtually

 9   all of their assets on care costs and then, you know, end

10   up relying on Medicaid programs for their care.

11              And most of the earlier premium increases were

12   due to lower than expected voluntary lapse rates.  I think

13   that's pretty much behind the industry at this point, and

14   most premium rate increases are driven by mortality and

15   claims experience.

16              It's still a relatively young industry, and

17   many companies have just recently started to get a

18   significant amount of claims data at the older attained

19   ages and later policy durations, and that's where the vast

20   majority of claims would happen with this product.

21              At John Hancock, we're seeing more people than

22   expected living for a longer -- for longer periods of
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 1   time.  We're also seeing a higher rate of claims and

 2   longer-lasting claims than expected at those older ages.

 3              I think the rate adequacy and the regulatory

 4   consistency are really critical for this insurance policy.

 5   It's on a guaranteed renewable basis, which means that

 6   premiums can be adjusted to reflect changing experience

 7   subject to loss ratio.

 8              We recognize that premium increases may be

 9   difficult for many customers and have taken some major

10   steps to help ease the burden on our insureds.  We have

11   applied the more restrictive rate stability rules for our

12   pre-rate stability block of business.  We have ensured

13   that the resulting premiums on our in-force business are

14   not more than what we're charging for current business

15   premiums.  In fact, they're substantially less.

16              We have provided typical benefit reduction

17   alternatives to mitigate premium increases, such as

18   benefit periods and daily benefits.  We're offering a

19   contingent nonforfeiture benefit to all insureds,

20   regardless of whether or not the rate increase triggers

21   the benefit based on the NSE guidelines.

22              But most importantly, in 2010, we have
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 1   pioneered a unique and innovate alternative to offset rate

 2   increases for those customers who have automatic inflation

 3   increases.  We do this by lowering the future inflation

 4   increases on a prospective basis.  We call this the future

 5   inflation reduction landing spot, or landing spot for

 6   short.

 7              Past inflation accruals are retained by the

 8   policyholder, and only the future accrual rates are

 9   reduced.  For these two policy forms in this filing,

10   customers who have 5% inflation can fully offset the rate

11   increase of about 43% by reducing their future inflation

12   accruals from 5% to 3.9% to keep the inflation increases

13   that they accrued in the past at 5%.

14              We developed this option to help our customers

15   retain their valuable coverage.  We don't want our

16   policyholders to lapse and get little or no value for

17   their policies.  Our experience has shown that this really

18   has helped customers retain their coverage.

19              In our prior experience nationwide, we have

20   seen an average shock lapse of only about 2.5%, where our

21   average rate increases have been about 35%, and much of

22   that result has been due to the landing spot that we offer
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 1   customers in most states.

 2              Educating our consumers regarding their rate

 3   increases and alternatives is very important to us.  We

 4   describe and illustrate the options available to customers

 5   in the notification package.  We notify customers at least

 6   90 days before the rate increase takes effect, give them

 7   time to make an informed decision, whether to choose the

 8   rate increase or to reduce their coverage.  And of course,

 9   they can also call our dedicated and knowledgeable

10   customer service staff if they have any questions.

11              So, thank you again for allowing me to address

12   our current filing.  This matter is important to long-term

13   care insurance and to all of our customers.  I'm happy to

14   answer any questions that you may have.

15              COMMISSIONER REDMER:  Dave, thanks for

16   coming in and being here in person.  I appreciate

17   that.  I do have one question to understand a little

18   bit about your distribution system.  Do you happen

19   to know what percentage of your policyholders have

20   an active current relationship with an adviser?

21              MR. PLUMB:  Yeah, I guess I don't know

22   for sure.  If I had to guess, I would say it's
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 1   probably right around 50 to 60%.  And some

 2   relationships are more active than others.

 3              COMMISSIONER REDMER:  Sure.  And you may

 4   have stated this and I missed it.  What percentage

 5   of the folks actually take the landing spot, as

 6   opposed to paying the increase?

 7              MR. PLUMB:  It's been -- 53% has been our

 8   experience, of those eligible for the landing spot,

 9   have taken it.  And actually, the lapse rate on

10   those people has been even lower than the 2.5% that

11   I gave earlier.  That includes everybody.

12              COMMISSIONER REDMER:  Todd, questions?

13              MR. SWITZER:  Not at this time.

14              MR. JI:  I have a question.

15              COMMISSIONER REDMER:  Go ahead.

16              MR. JI:  So, you held four or five

17   filings?

18              MR. PLUMB:  Four or five what?  Sorry.

19              MR. JI:  Four or five filings?

20              MR. PLUMB:  We have one filing covering

21   two products on the group side, and then we have one

22   filing covering three products on the individual
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 1   side, which was the subject of an earlier --

 2              MR. JI:  Okay.

 3              MR. PLUMB:  -- hearing.

 4              MR. JI:  I would like to know, do you

 5   have some other filings to file to us in the near

 6   future?

 7              MR. PLUMB:  Yes.  We have recently

 8   completed the new claims study that will result in

 9   additional increases on our individual block.  But

10   we have no plans to file any additional increases on

11   the group block.

12              MR. JI:  Okay.

13              MR. PLUMB:  It doesn't mean we won't, I

14   mean, as long as our experience pans out the pay we

15   expect it to.

16              MR. JI:  Thank you.

17              MR. MORROW:  I have a quick question.

18   You mentioned 53% of the people have taken the

19   landing spot option.

20              MR. PLUMB:  Yes.

21              MR. MORROW:  Over how long a period of

22   time has that --
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 1              MR. PLUMB:  I guess since we started

 2   offering it in 2011, we've had two nationwide major

 3   rate increases, so most states, they've had it

 4   available to them twice.  And each time, 53% of

 5   those eligible have taken it.

 6              MR. MORROW:  Thank you.

 7              COMMISSIONER REDMER:  Adam, do you have

 8   anything?

 9              MR. ZIMMERMAN:  Just one question.  So,

10   regarding the landing spot.  If we only -- due to

11   the Maryland statute, if we phased in, would that

12   not be an option available to the consumer, is that

13   correct?

14              MR. PLUMB:  Right.  Right, and I can

15   explain that, if you'd like, because I know there's

16   been some discussion of that in prior hearings,

17   whether you can or can't, for the landing spot.

18              The reason we can't do it is because it's very

19   complicated having 5% from the first X number of years,

20   and then 4.5% for one or two years, and then 4%, you know,

21   keeping track of all that.

22              Systems are usually built to have one inflation
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 1   rate over the life of the policy, and we've done a lot of

 2   systems work to be able to do a couple of different

 3   changes.

 4              But the more changes you do, it just becomes

 5   totally unworkable.  Even the number of rates that you

 6   have to keep up file can be like 16 times what you'd

 7   normally have to have, if you keep offering that over and

 8   over again.

 9              COMMISSIONER REDMER:  Thank you.  Anybody

10   else?  All right.  Dave, appreciate it.  Next is

11   Kanawha.

12              MR. HAMMOND:  Yes.  Good morning.  And I

13   want to thank you for the opportunity to discuss

14   this with people.  And I've got with me a couple of

15   our rating actuaries.  My name is Tony Hammond.  I'm

16   the market vice president for Kanawha Insurance and

17   for Humana, who owns Kanawha Insurance.

18              Let me give you a little background, if I

19   could.  Humana bought Kanawha in -- around 2007.  And at

20   that time, we purchased a small block compared to some of

21   the other folks you're going to be talking to today.

22   About 30,000 policies with long-term care insurance.  We
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 1   have about 200 current policyholders in Maryland, and the

 2   rate increases that we filed are really addressing the

 3   couple hundred percent loss ratios that we look at for the

 4   future here.

 5              And we filed for increases, particularly on the

 6   inflation policyholders, that would address some of that

 7   loss ratio and at the same time try to limit the increases

 8   to 15% a year, but do it over multiple years.  So, I

 9   realize the increase may sound large, but the idea is that

10   we would implement it over several years.

11              Some additional background is, when Kanawha was

12   purchased by Humana, reserves were at a -- several hundred

13   million local, and we've spent over billion dollars in

14   reserves to the overall book of business since then,

15   trying to address the loss ratios for the book business

16   and the risk that was being assumed.  At the time, that

17   was not really known.

18              But Humana has really stepped up to the bar, so

19   to speak, to make sure that we're covering the liabilities

20   that exist there.  In fact, most recently, we added a

21   large amount to reserves at the end of last year.  We've

22   received a recent increase of 15% that was approved, I
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 1   think, December of 2015, implemented during 2016.

 2              We initially filed another 15% increase

 3   December of 2016 but, in discussions with the department,

 4   have decided on the current increase filing that we have

 5   out there that would be actually multiple years at 15%.

 6   And if there are any questions about that, I'm happy to

 7   answer.

 8              MR. ZIMMERMAN:  Hi, Tony.  This is Adam

 9   Zimmerman.  Could you explain the logic about what

10   the additional consumer protections that would be

11   built in, allowing this phased in rate increase?

12              MR. HAMMOND:  Do you mean in terms of the

13   options that we offer in lieu of the rate increase?

14              MR. ZIMMERMAN:  Yeah.  In particular, the

15   inflation -- the inflation buy-down that was filed

16   in the rate request.

17              MR. HAMMOND:  Right.  And would you like

18   to address that, Sean?  I'm going to let one of our

19   rating actuaries address that because he's the most

20   familiar with it.

21              MR. MENDES:  Yeah.  So, this is -- I'm

22   Sean Mendes.  And with the buy-down, what we were
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 1   offering was that -- we wanted to implement a larger

 2   rate increase, or have a higher rate increase

 3   applied to the multiyear 15% increase.  And then if

 4   a member has inflation, they could just fully avoid

 5   all of those rate increases by just -- by dropping

 6   their inflation coverage, but keeping whatever their

 7   accrued daily benefit is at currently.

 8              Because most of our policies have been in

 9   effect for over -- for long-term care, for over 12 years,

10   meaning that's about -- I think it's 180% - that's just

11   from off the top of my head - that their daily benefit has

12   accrued.

13              So, they may get more benefit on a -- keeping

14   their premium stable where they're at, and keeping their

15   daily benefit at the exact level that it's at currently

16   for the remainder of their policy.

17              MR. HAMMOND:  So, if I can summarize it,

18   what we've offered is that they could keep their

19   current daily benefit, whatever it has accumulated

20   to, without paying any additional increase of

21   premium.

22              And there would -- but there also would be no
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 1   longer any inflation.  The inflation rate would basically

 2   drop to 0% on these policies.  And then, of course, we

 3   have the standard.  If they want to change out the

 4   benefits, if they want to change elimination periods, the

 5   standard nonforfeiture for RPU is always available.

 6              COMMISSIONER REDMER:  And what's the --

 7   what's the projected loss ratio if you get the

 8   increase?

 9              MR. MENDES:  Well, there are -- I think

10   it's about 190%.

11              MR. HAMMOND:  185.6, I am told.  We will

12   make sure we validate that.  But about 186.

13              COMMISSIONER REDMER:  And what was the

14   projected loss ratio back in 2007 when Humana bought

15   you?

16              MR. HAMMOND:  Well, I'm not sure I can

17   answer that question.  I do know in general, we were

18   told that there is a -- and I'll call it a 10s of

19   million-dollar problem that might come to roost in

20   10 years.  And certainly would not describe to us as

21   having to add a billion dollars in reserves, that

22   would be for sure.
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 1              MR. JI:  So, how often do you -- do you

 2   experience studying?  Do you use -- do you do that

 3   in-house, or use outside consulting firms?  You

 4   know, what do you notice from your experience?

 5              MR. HAMMOND:  We currently have in-house

 6   actuaries, and we have a external consultant,

 7   Milliman, who reviews a lot of our work, certainly

 8   peer reviews it, and also helps give us some

 9   guidance on how to do both the projections, the rate

10   filings.

11              We use some of their models for doing the

12   reserves and reviewing the reserves.  We also have worked

13   with Long-Term Care Group on doing some peer review of

14   some of our reserve processes.

15              MR. JI:  How often do you update your

16   assumptions?

17              MR. HAMMOND:  I'm not sure I can say

18   exactly.  It seems to be about every three years or

19   so that we're -- you're talking about how often do

20   we renew the assumptions for the reserves, or for

21   the rates?

22              MR. JI:  For rates, reserves, both.  I
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 1   think you probably use the same study for both

 2   sides, right?

 3              MR. HAMMOND:  Yes, we're using the

 4   Milliman data, as well as we look at the society

 5   studies that come out.

 6              And we update the reserves about every three

 7   years, I would say, the assumptions on the reserves, we

 8   actually unlock for the active life reserves.  But we're

 9   constantly looking at that every year and reviewing it for

10   appropriateness.  And they've been updated recently.

11              MR. JI:  Okay.  So, would that change

12   your overall rate increase target, based on the new

13   assumption?

14              MR. HAMMOND:  Our original filing, okay,

15   had lower loss ratios than what our current

16   assumptions would show, yes.

17              COMMISSIONER REDMER:  Okay.  Anybody

18   else?

19              MR. MORROW:  One last question.  This is

20   Bob Morrow.  You mentioned that you're looking at a

21   15% rate increase over a number of years.

22   Currently, how many years does that plan to be?
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 1              MR. HAMMOND:  Five years.

 2              MR. MORROW:  Okay, thank you.

 3              COMMISSIONER REDMER:  Todd?  (Mr. Switzer

 4   shook his head.) Tony, thank you very much.  I

 5   appreciate it.

 6              MR. HAMMOND:  You're welcome.

 7              COMMISSIONER REDMER:  Next, we will go to

 8   Lincoln National.

 9              MS. KIM:  Good morning, Commissioner

10   Redmer and Maryland Insurance Administration staff.

11   My name is Kristen Kim, and I am the actuary at

12   Trustmark Insurance Company that is currently

13   administrating the closed block of Lincoln National

14   long-term care policy.

15              On behalf of the Lincoln and Trustmark, I would

16   like to thank you for providing me with the opportunity to

17   present information concerning the two long-term care

18   forms, HR2500AA and HR2950AA, which was issued by Lincoln

19   National Life Insurance Company.

20              Before I dive into the details behind the rate

21   increase filing, I would like to provide some background

22   regarding the two long-term care forms, HR2500AA and
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 1   HR2950AA.  These forms are very similar products that were

 2   issued in the early 1990s.  It was issued from 1991 to

 3   1996 nationwide.  And then, subsequently, Lincoln ceased

 4   marketing the product and then transferred the

 5   administration of the business to Trustmark in 1997.

 6              There were approximately 5900 policies that

 7   were issued nationwide, of which 550 policies were issued

 8   in Maryland.  Currently, we have about 1700 in force

 9   nationwide, and then about a 148 -- actually, 148 policies

10   in force in Maryland.  These policies were issued with

11   benefits that were not currently available, readily

12   available, in the current marketplace.

13              Our in force policies comprises of

14   approximately half.  With lifetime benefits, about 40% of

15   the policyholders purchased 5% cost of living adjustment

16   benefits, and then we have about 9% of insureds with

17   return of premium benefits.

18              Since these are closed block of business, they

19   are pre-rate stability business.  Our requirements are to

20   meet the minimum lifetime loss ratio of 60%.  Our current

21   nationwide projected lifetime loss ratio, which is

22   adjusted to account for Maryland premium levels, is well
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 1   above 60%.  It's actually 85%.

 2              For this round of rate increases, we are

 3   requesting an increase of 15%.  We understand that the

 4   significant increase is a challenge for the insured, so

 5   our strategy for the block is to request gradual rate

 6   increase and continue to monitor the business annually to

 7   determine further need.

 8              We would like to point out that our current --

 9   our rate, even if we get 15% rate increase, will provide

10   better benefits with lower premiums than long-term care

11   products that are currently offered in the marketplace.

12              This rate increase is necessary, mainly due to

13   initial pricing assumptions in the early '90s not being

14   met.  In fact, as we all know, the lapse and the mortality

15   assumptions, along with morbidity assumptions, were far

16   too aggressive during the initial pricing of the --

17   pricing of the products.

18              In order to soften the impact of the rate

19   increase to our insureds, the company will provide two

20   alternative options in lieu of the rate increase.  The one

21   option is the paid-up coverage that will provide paid-up

22   insurance with no further future premium required.
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 1   Another option is reduction in policy benefits, anywhere

 2   from lowering daily benefits to reducing benefit periods.

 3              We currently do not offer any inflation landing

 4   spot options in lieu of the rate increase in Maryland or

 5   any other state.  However, we do offer the option for the

 6   insured to remove the benefit.

 7              In order to improve communication with our

 8   policyholders about their options in connection with the

 9   rate increase, we invite the policyholder to call our

10   customer service to further discuss their personalized

11   options that will allow the current policy to meet

12   coverage and financial needs.

13              I would like to close by again emphasizing that

14   the lifetime loss ratio required for these closed block of

15   business is 60%, and we are currently projecting 85%

16   lifetime loss ratio.  The requested rate increase is

17   primarily designed to mitigate or reduce the losses and

18   not to be profitable for the company.

19              It is in our both policyholder and company's

20   interest to continue to monitor the business and create a

21   financially stable business that will have adequate funds

22   necessary to pay current and future claims.  We look
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 1   forward to continuing with Maryland Insurance

 2   Administration in the rate increase process.  Thank you

 3   again for giving me the opportunity to speak today on our

 4   pending rate increase.

 5              COMMISSIONER REDMER:  Thank you, Kristen.

 6   Any questions for Kristen?

 7              MR. JI:  I would like to know your

 8   credibility standard when you do the -- when you

 9   generate the assumption.  Can you explain that a

10   little bit?

11              MS. KIM:  Yes.  So, what we did is we

12   hired Milliman to review our block of business, and

13   then what they did is they used their Milliman

14   long-term care claim database, and they incorporated

15   our -- you know, our block of business doesn't have

16   as many policies in force, so they used a little bit

17   of our data, but then we used most of the Milliman

18   long-term care claims data to come up with the

19   morbidity assumption.

20              MR. MORROW:  This is Bob Morrow.  I just

21   want to make sure I'm clear on the alternatives.

22   You mentioned there were two alternatives.  One was
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 1   to elect paid-up coverage.  The second was reduction

 2   in policy benefits.  And then you also -- but you

 3   also -- you also mentioned you could remove cost of

 4   living adjustment, is that correct?

 5              MS. KIM:  Correct, yes.  So, when we do

 6   remove the cost of living adjustment, what we do is

 7   we just keep the current benefit amount.  So, if

 8   they accrued several hundred, then that's basically

 9   what we're going to calculate the premium at and

10   make sure that it doesn't accrue any further

11   adjustments going forward.

12              MR. MORROW:  Okay.  Thank you.

13              COMMISSIONER REDMER:  Anybody else?  All

14   right.  Kristen, thank you.  Next is --

15              MS. KIM:  Thank you.

16              COMMISSIONER REDMER:  -- MedAmerica.

17              MR. KINNEY:  Will you hear me if I talk

18   loudly without the mike?

19              COMMISSIONER REDMER:  No.

20              MR. KINNEY:  Commissioner Redmer,

21   Insurance Administration staff, and guests, thank

22   you for the opportunity to appear regarding our
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 1   long-term care rate increase filings.  My name is

 2   Pat Kinney.  I'm managing actuary of the long-term

 3   care pricing at MedAmerica Insurance Company.

 4              Today's hearing involves our requested 9%

 5   premium rate increase on our Simplicityii product.  This

 6   policy form was issued in Maryland from June 2008 to April

 7   2014 and covers 180 individual policyholders in the state.

 8              Our current request is a followup to the 15%

 9   rate increase filed by the MIA in December 2015.  If

10   accepted by the administration, the current 9% request

11   will bring our accumulative rate increase in Maryland up

12   to the average 25% that MedAmerica has determined is

13   necessary to certify the rate stability on this policy

14   form.

15              In addition to our Simplicityii product,

16   MedAmerica also has rate increase requests pending with

17   the administration on our other legacy products.

18   Simplicity, which was issued in 2005 to 2008 and

19   premiered -- what we refer to as series 11 and prior,

20   which was issued in 1996 through 2005.

21              MedAmerica has submitted written testimony for

22   the public hearing on October 27th of last year regarding
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 1   our rate increase request for simplicity.  Our premium

 2   rate filing was more recently submitted on April 27th, and

 3   the administration actuarial team has just begun its

 4   review of that file.

 5              Our later generation products, known as

 6   FlexCare and Transitions, were priced and approved in 2010

 7   and after and are not in need of rate increases at this

 8   time.  None of these policy forms is being marketed any

 9   longer in Maryland or any other jurisdiction.  In early

10   2016, MedAmerica ceased sale of LTC policies nationwide.

11              However, we remain committed to providing

12   promised LTC benefits to the over 100,000 people across

13   the country, including over 400 in Maryland, who rely on

14   us to continue their coverage long into the future.

15              We believe the premium rate increases are

16   necessary now to ensure our ability to pay LTC claims in

17   the long-term.  Like most insurance carriers who sold LTC

18   policies, MedAmerica has experienced significantly

19   unfavorable changes in policy persistency, morbidity, and

20   interest since the time the earlier generation policies

21   were priced and issued.

22              The adverse experience threatens the financial
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 1   health of MedAmerica, especially since we are a monoline

 2   long-term care company.  There's no other insurance

 3   products to offset projected shortfalls from long-term

 4   care coverage.

 5              We acknowledge that there has been one product

 6   15% increase on our Simplicityii policy form, two prior

 7   15% rate increases on our simplicity policy form, and a

 8   cumulative 39% increase on the policy forms during the

 9   years 2010 through 2014.

10              In each case, including the current rate

11   increase filings, larger premium rate increases were and

12   are actuarially justified and supportable under loss ratio

13   and rate stability regulation.

14              Although MedAmerica recognizes that annual rate

15   increases are limited to 15% per the Maryland regulation,

16   the actuarial memorandums associated with our rate filings

17   present the experience analysis of projections justifying

18   the full rate increases we believe to be necessary.

19              We feel that this transparency provides

20   consumers with a more complete picture of financial risks

21   to the company.  If the administration were to accept rate

22   increases greater than 15%, the company is prepared to
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 1   offer multiple year phases and increases and will consider

 2   other options that may be available to reduce the impact

 3   on our consumers.

 4              We understand that the administration is

 5   considering policy proposals that may allow for phased-in

 6   increases in the future.  MedAmerica supports the idea of

 7   allowing phased in rate increases, whether or not they are

 8   accompanied by alternatives such as landing spots.

 9              Allowing a carrier to phase in actuarially

10   justified premium rate increases over several years gives

11   the insured definite knowledge of future rate levels.  The

12   consumer can then make a decision about appropriate

13   affordable future benefit levels with the advantage of

14   more complete information about future premiums than the

15   present regulatory structure employs.

16              Like the administration, MedAmerica is also

17   concerned about consumer protection.  Our rate increases

18   are determined so that the company is sharing the cost of

19   rate increases with consumers and is not attempting to

20   cover past losses.  We need to place our closed block

21   long-term care products on a more sound financial footing

22   for the future.
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 1              Similar to prior increases, MedAmerica is

 2   offering insureds affected by the premium increase the

 3   option of reducing their policy benefits to provide

 4   flexibility of choice to those insures who wish to

 5   maintain a premium level reasonably similar to what they

 6   were paying prior to the rate increase.

 7              Furthermore, MedAmerica is offering a petition

 8   on forfeiture or CNF benefit to all insureds affected by

 9   the rate increase, which means that a policy that lapses

10   premium payments due to the requested rate increase

11   remains eligible to receive some level of paid-up benefit

12   in the future.

13              To help consumers navigate their options, make

14   premium payments, accept the reduced CNF benefit, or claim

15   a benefit reduction option that best suits them, our

16   insureds are encouraged to call our toll-free customer

17   service phone number because each policyholder is unique,

18   and MedAmerica works with each person individually.

19              We continue to pride ourselves on providing

20   quality claims service to our insureds.  Each claimant is

21   assigned a dedicated personal care adviser who establishes

22   a relationship with the insured and their families to
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 1   ensure the very best service and support when they need it

 2   most.

 3              Over 90% of claimants surveyed has said their

 4   experience with MedAmerica is above average or excellent,

 5   and our average time to pay claims is 36 days.  We believe

 6   this service excellence is a critical component to

 7   fulfilling our promises and taking care of our insured and

 8   will continue to provide this level of service going

 9   forward.

10              In closing, I'd like to reiterate that, despite

11   the fact that we no longer sell long-term care insurance,

12   MedAmerica remains committed to delivering on all of our

13   promises for our customers.

14              Granting actuarially justified rate increases

15   will help assure we have the financial strength to

16   continue providing the benefits and service our insureds

17   expect and deserve.  Thank you for your time and

18   consideration, and I'm happy to answer any questions you

19   may have.

20              COMMISSIONER REDMER:  Great.  Thank you,

21   Pat.  Any questions?

22              MR. JI:  Since this product is relatively
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 1   new, I would like to know, how do you originally

 2   use -- what kind of -- to pick your assumptions for

 3   pricing?

 4              MR. KINNEY:  The Simplicityii product was

 5   priced in -- I think it was 2007, I believe, to be

 6   issued in 2008.  We had been working with Milliman

 7   consultants at that time, so our pricing was based

 8   on Milliman studies.

 9              Our updated assumptions are also based on

10   Milliman studies, although this particular rate increase

11   was filed with a different consultant.

12              MR. JI:  So, basically, you are totally

13   relying on consultants for pricing, or?

14              MR. KINNEY:  We have a very small staff

15   of pricing at MedAmerica.  Our plan is to begin

16   filing in-house in the future.  But up until now, we

17   rely on consultants, yes.

18              COMMISSIONER REDMER:  Okay.  Anybody

19   else?  All right, Pat, thank you very much.  And

20   next, we will go to Prudential.

21              MR. BURNS:  Is this on?  Hi, I'm Keith

22   Burns.  I'm vice president and actuary with
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 1   Prudential Insurance Company.  I want to thank

 2   Commissioner Redmer, your staff, as well as the

 3   consumers and other interested parties joining us

 4   today.

 5              Prudential is currently seeking a 15% rate

 6   increase on our group -- one of our group long-term care

 7   insurance plans for GLTC3, sold in Maryland beginning in

 8   2002.  And the proposed increase is in accordance with the

 9   15% cap, per the Maryland regulation.

10              Based on our experience, we do believe a higher

11   increase is needed and justified, but that would only be

12   22% for this product at this time, given where our

13   assumptions are at.

14              We have 2,126 policyholders in Maryland that

15   are on the impacted policy.  The average amount of

16   increase is $14 per month.  Prior increases that we have

17   implemented at -- in Maryland was approved a couple years

18   ago and, you know, it was not sufficient at the time.

19   That's why we're continuing to seek some additional

20   increases.

21              A large majority of the policyholders that were

22   impacted by that original increase did continue to pay the
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 1   higher increased amount.  In fact, about 93% continued

 2   paying the higher percent.  We did have some that offered

 3   to take lower benefits.  That was around 5%.  And around

 4   2% lapsed their policy and were provided with forfeiture

 5   benefits.

 6              The primary factors, as you heard, and we

 7   discussed earlier, for the industry is deterioration of

 8   experience with regard to voluntary lapse, mortality,

 9   morbidity, as well as investment earnings.  Accumulated

10   policy reserves have been significantly less than

11   anticipated due to the low interest rate environment.

12              Prudential's rate increase that we're

13   requesting now is primarily around -- due to voluntary

14   lapse of mortality being much lower than anticipated.

15              Long-term care insurance is a lapse-supported

16   policy, meaning premiums were developed assuming that the

17   reserves that were set aside for those policyholders that

18   lapsed will help fund the remaining policyholders when

19   they go on claim.  But the current policyholders'

20   experience reflects our ultimate lapse rate is currently

21   around 0.7%, where it was originally priced at 3%.

22              Also, our mortality rates continue to fall,
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 1   leading to more policyholders living to the older ages,

 2   when long-term care claims are most prevalent.  Due to the

 3   lower voluntary lapse rates and mortality, it is assumed

 4   that a significant number of policyholders remain in force

 5   during their older ages, when they're more likely to go on

 6   claim, which is good, as this is what coverage is intended

 7   for.  But as -- but it was not anticipated at this level

 8   at the time the policy was originally priced.

 9              The current rate increase request is intended

10   to partially but not fully offset the adverse experience.

11   Therefore, additional future rate increases may be needed.

12              Prudential understands that these rate

13   increases can be challenging for some policyholders.  In

14   an effort to ease the situation for the policyholders and

15   to help mitigate the impact -- mitigate the rate -- the

16   rate increase, policyholder notification letters will

17   offer a number of alternative options to the rate

18   increase, as well as an 800 number to ask questions and

19   request more information.

20              Customer service center representatives and the

21   call center have been trained to handle rate increase

22   situations.  The call center's 100% dedicated to
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 1   Prudential long-term care matters.

 2              The policyholders will have voluntary options

 3   to mitigate the rate increase, which include reducing

 4   policy benefits or removing optional riders that provide

 5   additional benefits.

 6              Or, they can stop paying premiums and exercise

 7   their nonforfeiture benefit, which is available to all

 8   insureds, regardless of their age or size of increase.  An

 9   impacted policyholder can also elect to pay the increased

10   premium and maintain all of their current existing

11   benefits.

12              As stated in this testimony, Prudential does

13   understand the challenges to the policyholders when rates

14   are increased.  Rate increases are needed to help ensure

15   the future premiums, in combination with existing

16   reserves, will be adequate to fund anticipated future

17   claims.  By providing a number of options, we will assist

18   policyholders with opportunities to minimize the impact of

19   a rate increase.  And we appreciate the department's time

20   and attention to this matter and are available for further

21   questions and discussion.

22              COMMISSIONER REDMER:  Okay.  Any
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 1   questions?

 2              MR. JI:  So, for the -- I mean, the --

 3   your schedule for the future rate increase, can you

 4   give a little detail about that?

 5              MR. BURNS:  For this product, we were

 6   seeking 40% in total.  We have received a 15%

 7   increase a couple years ago.  If we get the 15% this

 8   go-around, then there would be another roughly 6%

 9   coming up.  That's all compounded to get to the 40.

10              MR. JI:  Okay.

11              MR. MORROW:  We're good.

12              COMMISSIONER REDMER:  Todd?  All right.

13   Keith, thank you very much.

14              MR. BURNS:  Thank you.

15              COMMISSIONER REDMER:  And then, we go to

16   Unum.

17              MR. LEMOINE:  Good morning.  Everyone

18   hear me okay?  I found the on-button.  Good morning.

19   My name is John Lemoine, and with me is Jake Lucas.

20   On behalf of Unum, we thank the Maryland Insurance

21   Administration, Commissioner Redmer, and each of you

22   who are participating or attending today in this
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 1   hearing.

 2              I am the assistant vice president and special

 3   counsel for Unum's closed block business operations unit.

 4   Jake Lucas, who is with me here today, is also a member of

 5   that business unit, and he is our chief pricing actuary

 6   for long-term care products.

 7              The closed block of business unit at Unum is

 8   comprised of products that Unum no longer markets,

 9   including long-term care.  Long-term care insurance

10   policies represent about half of the annual premium of

11   Unum's closed block of business.

12              Unum exited the individual long-term care

13   market in 2009 and exited the group long-term care market

14   in 2012.  The vast majority of our LTC policies were

15   issued between 1989 and 2012.

16              Unum has close to one million LTC insureds

17   nationwide, including approximately 3800 Maryland

18   individual LTC policyholders and approximately 15,000

19   people insured through group LTC policies issued to

20   Maryland employers.

21              As context for today's hearing, our pending

22   increase is focused on our older block of Maryland group
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 1   policies.  Under that block of policies, the total number

 2   of insureds with coverage that would be impacted by this

 3   requested increase would be approximately 10,000 insureds.

 4   And I'll provide a bit more detail about those insureds in

 5   just a minute.

 6              We at Unum take our commitment to our LTC

 7   policyholders very seriously.  We have a team of over 180

 8   LTC professionals dedicated to providing customer service

 9   and administering benefits.  Our top priority is to meet

10   our obligations to each of our customers, including

11   providing benefits in their time of need.

12              During 2016, we paid approximately $450 million

13   in long-term care benefits nationwide and paid over $7.3

14   million in long-term care benefits to Maryland

15   policyholders.

16              Another priority of ours is to manage all of

17   our insurance products to ensure the financial stability

18   of our operating companies for both the short-term horizon

19   and for long-term stability.  This is extremely important

20   not only for our LTC policyholders, but for all of our

21   policyholders.

22              When Unum entered into the LTC business in the
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 1   late 1980s, we determined our prices using the best data

 2   available at the time, applying assumptions and

 3   predictions about how future experience would develop.

 4   Unfortunately, like many in the industry, our actual

 5   experience in the years and even decades since we issued

 6   our LTC policies has turned out to be significantly

 7   different than the actuarial assumptions used to set

 8   original prices.

 9              Those factors include the fact that individuals

10   covered under LTC policies are living longer and holding

11   onto their coverage longer than anticipated, meaning that

12   more claims are being made than had been originally

13   projected.

14              Also, once individuals are on claim, they are

15   staying on claim longer than expected.  And at the same

16   time, investment earnings on reserves we hold continue to

17   be significantly lower than originally projected, giving

18   the sustained low interest rate environment.  As a result

19   of the combination of these factors, our LTC block is

20   suffering significant overall losses.

21              In 2006, when the financial reality of Unum's

22   LTC business started to become more clear and credible, we
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 1   filed our first LTC rate increases to mitigate financial

 2   and enterprise risk.  Our goal in the LTC rate increases

 3   we have requested is not to generate profits, nor to

 4   recover any of the past losses we have experienced.

 5              Instead, our LTC rate increase requests have

 6   been aimed solely at moving our LTC block of business to a

 7   point of self-sustainability on a go-forward basis.  We

 8   want to ensure that our LTC reserves plus premiums are

 9   sufficient to pay all claims and expenses.

10              With that in mind, the rate increases we have

11   requested nationwide on this block of group policy forms

12   represent only about 25% of the amount we could ask for is

13   actuarially justified.  Here in Maryland, because of

14   Maryland's 15% annual rate increase gap, our current

15   request is for that 15% amount.

16              We will continue to monitor and evaluate the

17   experience on our LTC business, as we are charged to do

18   under regulatory and actuarial standards.

19              As mentioned earlier, this pending 15% rate

20   increase request would apply to coverage held by about

21   10,000 persons insured under policies issued to Maryland

22   employers.  As additional context, the average annual
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 1   premium for those individuals is a little under $600 per

 2   year, or $50 per month.

 3              Furthermore, for many of our group policies,

 4   the employer pays all or part of the premium.  In fact,

 5   for Maryland group policies, about 70% of insureds have

 6   their premium paid entirely by the employer as a workplace

 7   benefit, with about 30% of the total paying all or part of

 8   the premium for the coverage themselves.  The average age

 9   of insureds under this block of policies is approximately

10   57 years.

11              So, even though we are seeking less than what

12   could be actuarially justified, and even though there's a

13   high level of employer funding on our Maryland group

14   policies, we at Unum recognize that LTC rate increases may

15   present many of our customers with a significant challenge

16   in maintaining their coverage.

17              As a way to reduce the level of their premium,

18   every Unum insured under a group policy has the right to

19   adjust their benefit features on a go-forward basis.

20   These adjustments can be made within the coverage options

21   available under the group plan and, depending on the plan,

22   might include things like reducing benefit duration or
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 1   adjusting daily benefit levels.

 2              Also, in conjunction with these LTC rate

 3   increases, each impacted insured can choose to elect a

 4   nonforfeiture option, whereby the insured no longer pays a

 5   premium going forward and maintains a reduced amount of

 6   coverage equal to the total amount of premiums paid

 7   to-date on the policy.

 8              We at Unum believe that no LTC policyholder

 9   should surrender his or her coverage as a result of the

10   rate increase, and we believe these options offer

11   reasonable alternatives at various levels of

12   affordability.

13              In closing, we acknowledge how difficult LTC

14   rate increases can be for our policyholders, and we will

15   continue to serve our customers as effectively as possible

16   by offering reasonable alternatives to manage

17   affordability and by providing quality service during the

18   life of the policy, including, most importantly, at the

19   time of claim.  Thank you.

20              COMMISSIONER REDMER:  John -- or, I'm

21   sorry, Jake?  Did you have anything you wanted to

22   add, or?
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 1              MR. LUCAS:  No.

 2              COMMISSIONER REDMER:  Okay.  So, John,

 3   walk through these group policies.  You mentioned a

 4   lot of them are 100% employer paid.  So, who --

 5   who --

 6              Who owns the contract?  Who has the option

 7   to -- in other words, kind of the employer makes those

 8   changes on behalf of the employee?  And then -- and then

 9   finally, if the employer says "I'm done" and just blows up

10   the plan, what are the options that the employee has?

11              MR. LEMOINE:  Thank you, Commissioner

12   Redmer.  So, in essence, the way the group policy

13   structure works, the employer is the group

14   policyholder.  The employer determines the plan

15   designs and options that will be available to the

16   insureds and their workers, because this is being

17   offered as a workplace employee welfare benefit.

18              So, the employer ultimately determines what

19   plan designs are available to its employee base.  So, it's

20   within that range of options that the employee has the

21   ability to choose.

22              And then, ultimately, if - to use your phrase -
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 1   if the employer blows up the plan, the employee has the

 2   ability to -- so-called to continue that coverage on a

 3   direct bill basis.

 4              MR. LUCAS:  Yes.

 5              MR. LEMOINE:  That's a feature of Unum's

 6   group policy and many other group policies.  The

 7   employee can actually convert -- take that coverage

 8   with them, that group coverage they have, in tact

 9   and pay for it themselves on a day-to-day --

10              COMMISSIONER REDMER:  Can they --

11              MR. LEMOINE:  -- basis.

12              COMMISSIONER REDMER:  -- modify the

13   benefits from that point on?

14              MR. LEMOINE:  They have -- they can

15   modify the benefits within the range of --

16              COMMISSIONER REDMER:  Right.

17              MR. LEMOINE:  -- the plan design that

18   they were in.

19              COMMISSIONER REDMER:  Got it.  Okay,

20   thank you.  Anybody else?

21              MR. ZIMMERMAN:  I know in the individual

22   market, there's an option for the landing spot to
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 1   offset the rate increase.  Is that something that

 2   would be available in the group market for those,

 3   let's say 30% that are currently paying for their

 4   own benefits?

 5              MR. LEMOINE:  We've -- that option is not

 6   available on our group policies, in part because of

 7   the explanation that we just -- that we just talked

 8   about.  Because of the complexity of having an

 9   employer level decision, an employer-implemented

10   control on the plan designs, and then the employees

11   need to be able to choose within that range of

12   options.

13              So, it adds a layer of complexity for the

14   employer to determine whether to eliminate the higher

15   inflation benefit and only -- and reduce the lower one,

16   creates complexity and an administrative challenge.

17              And also, there is something of a concern over

18   what kind of an incentive that might create between an

19   employer who's paying on an employee who's paying for

20   their coverage, where that landing spot -- where that

21   reduced inflation might land.

22              COMMISSIONER REDMER:  Any other
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 1   questions?  All right.  John, Jake, thank you.  We

 2   appreciate it.  Next, I'm going to turn it over to

 3   Todd Switzer for some comments.

 4              MR. SWITZER:  I'd just like to add my

 5   thanks to everyone being here.  Fourth day on the

 6   job, and -- (Laughter.)

 7              The draws of the job was the chance to join

 8   with the commissioner and with the MIA to squarely address

 9   some of these hard issues and these issues that very

10   tangibly affect our Maryland seniors.

11              For some context, I was looking at a study by

12   the American Academy of Actuaries that came out just two

13   months ago, and there were four or so facts that stood out

14   to me.  And these are just more macro-level as I digest

15   everything from the carriers.

16              But first was that, in the US, the percentage

17   of people aged 65 or older used to be, not too long ago,

18   8%, so about one in 13.  But in the not too distant

19   future, it will be 20%.  So, an increase of more than

20   doubling.  One in five will be over the age of 65.  So,

21   that struck me.

22              Second was, just kind of putting numbers to
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 1   things that we hear sometimes.  The fertility rates are

 2   dropping in the US.  It's true that what I had heard a

 3   long time ago, that in the '60s, the average family's

 4   number of children was 2.2.  That's down to 1.4, so

 5   there's fewer family caregivers available.

 6              Third, that private savings are decreasing.

 7   That as a percentage of the gross domestic product, not

 8   too long ago was -- 20% was personal savings.  That's down

 9   to 15%, so less funds available.

10              And another piece of information from Health

11   and Human Services was that, in 2016, of all those turning

12   age 65, 70% of them will need long-term care.  And of

13   those 70%, 20% will need care more than five years.

14              So, the confluence of all those things points

15   to the gravity and the complexity of this issue and the

16   fact that it will only become more prominent.

17              I've begun to see comments that have come in.

18   Dr. Miller, I've read your thoughtful comments.  I

19   appreciate those.  And I see the crushing impact, the real

20   impact, to the insureds, who did a good thing in buying

21   coverage.

22              I've also begun to go through, along with my
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 1   team, the 29 long-term care filings we have in, and I've

 2   begun to get a sense - and appreciated listening to all

 3   the presenters - of the deteriorating experience.

 4              So, where that leads me, just to -- is being

 5   anxious and hopeful to explore all these options fully and

 6   to come up with equally tangible solutions and options.

 7   So, it's helpful to hear everything you're saying.  I

 8   thank you for that, and I think the aim of all of this

 9   that the commissioner has set up is to collaboratively

10   explore all these options and come back with something

11   real that we can -- we can look at together.

12              So, that's a little bit of my perspective.  And

13   I'm anxious to continue to learn.  I thank you for the --

14   for the chance to share that with you.

15              COMMISSIONER REDMER:  Great.  Yeah, thank

16   you, Todd.  That's it for the carriers.  Signed up

17   to speak is Dr. Myron Miller.

18              Sure.  If you wouldn't mind coming up.  And

19   I'll also point out that Dr. Miller has submitted written

20   comments that will be posted, as well.

21              DR. MILLER:  I'm a consumer.  I'm also a

22   physician of geriatric medicine, so I'm very
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 1   familiar with issues that pertain to older

 2   individuals.

 3              I've had my long-term care policy for about 21

 4   years with John Hancock as an individual policyholder.

 5   I've had three rate increases over the last four years,

 6   with a total so far of 43% increase.  And from what I've

 7   been hearing, I can anticipate additional rate increases

 8   over the next several years.

 9              My concerns are that, like myself, most of the

10   individuals who are impacted are individuals who are in

11   the older age group who no longer have, for the most part,

12   increases in income.  Most of the individuals -- most

13   individuals are living on relatively fixed incomes, so

14   that the burden of a rate increase can be quite

15   substantial.

16              One of the concerns that I have with regard to

17   the justification for rate increases is that the long-term

18   care line often is looked at as a totally independent

19   entity within the insurance company.  Now, in the case of

20   John Hancock, I know that John Hancock is a subsidiary of

21   Manulife, which is a very large insurance company carrying

22   a wide variety of insurance products.
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 1              I don't know what the percentage of the total

 2   insurance written by Manulife is long-term care, but I

 3   suspect that it's relatively small.  Maybe you can answer

 4   that question for me.

 5              MR. PLUMB:  I don't know in terms of

 6   Manulife.  We've recently responded to a reduction

 7   in terms of requests in terms of our domestic US

 8   company, and I think it's like 20, 25% increase of

 9   premiums, something like that.

10              DR. MILLER:  All right.  And again, I did

11   take the opportunity some time back to go online and

12   pull up Manulife's financial reports, and they

13   looked to be quite healthy.  They're making very

14   substantial profits.  And so, my concern is that the

15   policyholder for the long-term care is bearing a

16   disproportionately large burden.

17              In my view, the issue of the actuarial

18   projections having to do with long-term care really should

19   be spread over the entire company, and not just within one

20   line of insurance.

21              I am certainly aware of the changes in

22   demographics that impact on long-term term insurance.  As
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 1   individuals are living longer, that's also more money

 2   coming in because to the point -- up to the point where an

 3   individual files a claim, that's more premium money coming

 4   in, so that where life expectancy is going up, so has the

 5   number of years of payment of insurance going up.

 6              I don't -- I don't know to what extent that's

 7   factored into the equation.  Ideally, from an insurance

 8   company's standpoint, you should live to be 90 years old

 9   and drop dead.  Then, you have claims -- premiums coming

10   in and no claims going out.

11              The time that individuals spend in states of

12   disability have generally actually gone down over the --

13   over years.  One of the facets of long-term care

14   insurance, at least in my case, and I presume for most

15   individuals, as you're buying a fixed amount of money for

16   X number of days of coverage, and to the extent that you

17   die before your days of coverage are utilized, that's

18   money that's going back to the insurance company.

19              If I buy three years of coverage and I -- in a

20   period of disability for a year and a half, that extra

21   year and a half of money is going back into the company.

22              So, I don't know to what extent that also was
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 1   factored into the projections involved in calculation of

 2   rate increases.  And I thank you for the opportunity to

 3   make my views noted here.

 4              COMMISSIONER REDMER:  Thank you, Dr.

 5   Miller.  Does anybody have any questions for Dr.

 6   Miller?  All right.  Thank you very much.

 7              That is all of the folks that have signed up.

 8   However, I will open it up to see if there's anybody,

 9   either here or on the phone, that has additional comments.

10   Sure, Sally.

11              MS. LEIMBACH:  Thank you.

12              COMMISSIONER REDMER:  How are you doing?

13              MS. LEIMBACH:  I'm Sally Leimbach.  I'm

14   here today representing MAHU, Maryland Association

15   of Health Underwriters, and NAIFA Maryland.  The

16   presentations today from two of the companies

17   created a question for me, so that is what I would

18   like to ask.

19              First, is Kanawha still on the line?  And if

20   not, then I'll go onto -- I'll let you know what my

21   question was, Commissioner --

22              COMMISSIONER REDMER:  Okay.
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 1              MS. LEIMBACH:  -- and perhaps it can be

 2   asked.  The second is for the Unum people.

 3              I have -- I know a lot of the agents in

 4   Maryland.  You could tell from the amount of policies that

 5   are in force.  And I have sold a lot of Unum policies in

 6   the state of Maryland.  We are all going through, as the

 7   agents and brokers, the rate increase pain with our

 8   clients.

 9              One thing that Unum is doing that you did not

10   mention today - and I wasn't quite sure why - is that when

11   the letters come from Unum, they make it very clear that

12   they're looking for 114% rate increase in Maryland over

13   time, and that there is an alternative for --

14              Although the increased would only be 15% this

15   year, Unum's made it clear they're not saying that they

16   would be granted 15% every year to reach the 114, but for

17   clients that choose to reduce from the 5% compound to the

18   3% compound, they are assured not to have a rate increase

19   until the 114% rate increase is reached by the others.

20              So, my question is:  I think that's a very

21   favorable thing; I'm not sure why that wasn't brought up

22   in the presentation.
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 1              MR. LEMOINE:  Sally, the reason is

 2   because the rate increase that we were discussing

 3   today is for the group business, which doesn't --

 4   it's not -- it doesn't fall within that same bucket

 5   that you've just described.

 6              MS. LEIMBACH:  Ah, I was confused because

 7   you gave statistics about individual as well as the

 8   group coverage.

 9              MR. LEMOINE:  Thank you.  We were trying

10   to give the whole picture of the insured base, but I

11   appreciate your feedback, and we will clarify that

12   next time.

13              MS. LEIMBACH:  It's very favorable, and I

14   would like to see other companies do something

15   similar.  Thank you.

16              MR. LEMOINE:  Thank you.

17              COMMISSIONER REDMER:  Before you go, do

18   you want to pass along the question for --

19              MS. LEIMBACH:  Yes.  For Kanawha, they

20   said that for those people who would remove the

21   ability to have inflation protection, they would be

22   able to keep whatever benefit they had currently
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 1   reached.  That was good, but I wondered if it was

 2   perhaps like the Unum situation, that that would

 3   only --

 4              But what that means, maybe guaranteed never to

 5   have a rate increase in the future if they did that, or

 6   was it only until the other rate increases had been --

 7   come forth and given to the other people who did not take

 8   --

 9              COMMISSIONER REDMER:  Got it.

10        Q     -- get that.  Thank you.

11              MR. HAMMOND:  This is Tony Hammond from

12   Kanawha.

13              COMMISSIONER REDMER:  Hey, Tony.

14              MR. HAMMOND:  They would be able to keep

15   their current benefit, and they would not be subject

16   to a rate increase until the full five years had

17   passed.  And then, they could be -- future rate

18   increases could come into account.

19              COMMISSIONER REDMER:  Got it.  Thank you.

20              MS. LEIMBACH:  Thank you.

21              COMMISSIONER REDMER:  Appreciate that.  .

22              Yeah?
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 1              MR. PLUMB:  Is it okay if I address a

 2   couple of the doctor's other questions?

 3              COMMISSIONER REDMER:  Sure.

 4              MR. PLUMB:  Thanks.  First thing you

 5   mentioned about the mortality rates, yeah, you were

 6   definitely right.  Mortality rates are lower.  So,

 7   when we talk about the mortality issue, it's netting

 8   the premiums against the mortality rates.

 9   (Inaudible.)

10              You also mentioned if someone uses like one and

11   a half out of three years, and the company gets the other

12   year and a half.  So, when we price long-term care, we

13   don't assume everybody is going to use all of their

14   benefits.  (Inaudible.)

15              And the other one you mentioned is that the --

16   that the long-term care issue should be spread among the

17   rest of the company.  And so, the way long-term care --

18   so, I don't agree with that.  The way long-term care was

19   designed and sold and marketed is as a guaranteed

20   renewable product.  If experience is adverse, then

21   premiums can be adjusted subject to loss ratio

22   requirements.
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 1              Guaranteed renewable never talked about, only

 2   if the company is in threat of going insolvent before you

 3   can adjust premiums, or that the whole company is not

 4   making any money.  If that were the case, I would

 5   guarantee you that nobody -- we wouldn't be here today.

 6   Nobody would have ever sold long-term care, and I don't

 7   know what people would do to stay off of Medicaid in order

 8   to get an insurance product.

 9              If a company has to put their whole -- their

10   whole company at risk for one line of business, you know,

11   whether it's profits or solvents or whatever, you can't

12   have one manager bringing the company down.  Companies

13   wouldn't take that risk.  But thanks for the questions.

14              COMMISSIONER REDMER:  Any other comments,

15   here or on the phone?  All right.  So, again, thank

16   you for participating.  This is all very helpful for

17   us.  As indicated, Todd is now on board.  I point

18   out that he said today was his fourth day.  He did

19   not say it was his last day.  (Laughter.)  So,

20   that's a good thing.

21              And we'll have all of this done by next

22   Wednesday.  Is that right?  (Laughter.)  I was kidding.
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 1              Anyway, thanks again for coming.  We appreciate

 2   it.  Thank you.

 3              (Hearing concluded at 11:15 a.m.)
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 1   State of Maryland

 2   City of Baltimore, to wit:

 3        I, KALEIGH IRISH, a Notary Public of the State of

 4   Maryland, Baltimore City, do hereby certify that the

 5   within-named proceedings took place before me at the time

 6   and place herein set out.

 7        I further certify that the proceedings were recorded

 8   stenographically by me and this transcript is a true

 9   record of the proceedings.

10        I further certify that I am not of counsel to any of

11   the parties, nor in any way interested in the outcome of

12   this action.

13        As witness my hand this 15th day of May, 2017.

14

15

16

17

18                   ____________________

19                      KALEIGH IRISH

20                      Notary Public

21   My Commission Expires:

22   October 18, 2020
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           1                  P R O C E E D I N G S



           2              (Hearing commenced at 10:01 a.m.)



           3              COMMISSIONER REDMER:  Good morning.  For



           4   those of you that are here, my name is Al Redmer.



           5   I've got 10:01.  And this is our second public



           6   hearing on specific carrier rate increases for



           7   long-term care insurance in 2017.



           8              For those of you that are on the phone, if you



           9   could keep us on mute unless you're going to speak, we



          10   would appreciate it, and please do not place us on hold.



          11              Today's hearing will focus on several rate



          12   increase requests now before the Insurance Administration



          13   in the individual long-term care market.



          14              These rate increase requests come from Kanawha



          15   Insurance Company proposing increases of 52.09% to 101.14%



          16   phased in at no more than 15% annually, Lincoln National



          17   Life Insurance Company proposing increases of 15%, and



          18   MedAmerica Insurance Company proposing increases of 9%.



          19              In the group long-term care market, these



          20   include requests from John Hancock Life Insurance Company



          21   proposing adjustments of 5.4 to 43.1% phased in at no more



          22   than 15% annually, The Prudential Insurance Company of
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           1   America proposing increases of 15%, and Unum Life



           2   Insurance Company of America proposing increases of 15%.



           3              These requests affect about 21,000 Maryland



           4   policyholders.  The goal of today's hearing is for



           5   insurance company officials to explain their reasons for



           6   the rate increases.



           7              We will also listen to comments from consumers,



           8   and we're here to listen and ask clarifying questions from



           9   the carriers and consumers regarding the specific rate



          10   increase requests.



          11              Before we begin, I would like to provide an



          12   update on the MIA's March long-term care briefing.  In



          13   March of this year, the MIA held a public briefing in



          14   which seven new public policy proposals were discussed.



          15   These proposals can be found on the MIA's website on its



          16   long-term care insurance page.



          17              The MIA accepted comments on these proposals



          18   through April the 6th and is presently working internally



          19   to analyze the recommendations received regarding each of



          20   the seven policies proposed.  We will issue an update on



          21   the review in the near future.



          22              Finally, I'd like to take a moment to introduce
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           1   the folks who are here with me from the Insurance



           2   Administration.



           3              To my right is our new chief actuary, Todd



           4   Switzer.  And based on long-term care increase requests



           5   and what's going on with the Affordable Care Act, he has



           6   picked a timely appointment time to join us.  (Laughter.)



           7   But he looks good for 35 years of age, don't you think?



           8   (Laughter.)



           9              To his right is Adam Zimmerman, who is an



          10   actuarial analyst.  And then to my left is Bob Morrow, our



          11   associate commissioner of life and health.  And to his



          12   left is Jeff Ji, also a senior actuary.



          13              Also with us from the Insurance Administration,



          14   scattered around, is Nancy Muehlberger; with our office of



          15   the chief actuary, Denise Sellers; Nancy Egan, Craig Prem,



          16   Lindsey Powell, Tracy Imm, Joe Sviatko, and Jeffrey Gross.



          17              I'm going to go over just a couple procedures



          18   before we begin.  First of all, out in the little hallway,



          19   there is a handout that includes all of our contact



          20   information on it.  Please make sure that you get a copy.



          21   If you would like to speak today, we would ask you to sign



          22   up on the sheet of paper out there, if you haven't already
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           1   done so, along with your name and contact information.



           2              Second, this hearing is not intended to be a



           3   debate, but a question and answer forum so that we



           4   understand the rate increases that are being proposed,



           5   why, and also get to hear from the consumers.  If -- we



           6   hope that you've submitted your comments in writing in



           7   advance.  We will be posting all written comments on our



           8   website, and we will keep the record open until Monday,



           9   March 29th, if anybody has any additional written comments



          10   to make.



          11              The transcript of today's meeting, as well as



          12   all written testimony submitted, will be posted on the



          13   website.  The transcript and written testimony will be



          14   available on the MIA's long-term care page, as well as the



          15   quasi-legislation hearings page.  The long-term care page



          16   can be found at the MIA website by clicking on the



          17   long-term care tab located under the quick links section



          18   on the left-hand side of the homepage.



          19              As a reminder, we do have a court reporter here



          20   with us today to document the hearing.  When you are



          21   called upon to speak, please state your name and



          22   affiliation clearly for the record.  If you are dialing
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           1   into the hearing through the conference line, again, we



           2   ask you to mute your phones.  Also, anytime before



           3   speaking, if you could restate your name and organization,



           4   that would be a big help, as well.



           5              We're going to ask the carriers to come up



           6   individually to speak regarding the rate request.  We're



           7   going to do it in alphabetical order.  And then finally,



           8   we will ask for comments from any consumers or producers.



           9              With that, let's get started.  And first, we



          10   have John Hancock.



          11              MR. PLUMB:  Over here?



          12              COMMISSIONER REDMER:  Yes, sir, thank



          13   you.



          14              MR. PLUMB:  Good morning.  And thank you,



          15   Commissioner Redmer and staff for allowing us to



          16   participate in this hearing today.  My name is David



          17   Plumb from John Hancock Life Insurance Company, vice



          18   president in charge of the long-term care management



          19   program.



          20              I'm going to start off by saying that long-term



          21   care, really how important this product is.  Long-term



          22   care services can cost tens of thousands of dollars, and
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           1   that can easily deplete someone's savings, and then some.



           2   Pooling your risks with others through insurance is much



           3   more affordable in trying to earmark savings, in other



           4   words, cut costs.



           5              So, we have filed for premium increases on two



           6   of our group long-term care policy forms sold primarily



           7   from 1998 to 2010, which impact about 8000 of Maryland's



           8   insureds.  The average rate increase requested is 11%,



           9   while the maximum increase is up to 42%.



          10              After the requested increase, our loss ratio



          11   for these products would be 85%.  And for those increases



          12   that are greater than 15%, we would phase the increases



          13   over a two or three-year period, with no more than 15% in



          14   any one year, per the Maryland regulations.



          15              And approving the phased-in proposed increase



          16   to 15% would allow us to offer our future inflation



          17   reduction landing spot to 750 of Maryland's insureds.  And



          18   we'll talk a little bit more about the landing spot in a



          19   few minutes.  But first, I want to talk about why we've



          20   proposed the rate increases.



          21              So, long-term care is a very long duration



          22   product.  Most people buy in their 50s and 60s, and most
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           1   people claim in their 80s and 90s.  And long-term care



           2   usage and expenses are very difficult to predict from



           3   decades into the future.



           4              And providers of this product -- and because of



           5   that, providers of this product need to be able to adjust



           6   premiums to reflect changing experience.  If not, I don't



           7   think there would be any kind of a market for this type of



           8   insurance.  Many, many more people would deplete virtually



           9   all of their assets on care costs and then, you know, end



          10   up relying on Medicaid programs for their care.



          11              And most of the earlier premium increases were



          12   due to lower than expected voluntary lapse rates.  I think



          13   that's pretty much behind the industry at this point, and



          14   most premium rate increases are driven by mortality and



          15   claims experience.



          16              It's still a relatively young industry, and



          17   many companies have just recently started to get a



          18   significant amount of claims data at the older attained



          19   ages and later policy durations, and that's where the vast



          20   majority of claims would happen with this product.



          21              At John Hancock, we're seeing more people than



          22   expected living for a longer -- for longer periods of
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           1   time.  We're also seeing a higher rate of claims and



           2   longer-lasting claims than expected at those older ages.



           3              I think the rate adequacy and the regulatory



           4   consistency are really critical for this insurance policy.



           5   It's on a guaranteed renewable basis, which means that



           6   premiums can be adjusted to reflect changing experience



           7   subject to loss ratio.



           8              We recognize that premium increases may be



           9   difficult for many customers and have taken some major



          10   steps to help ease the burden on our insureds.  We have



          11   applied the more restrictive rate stability rules for our



          12   pre-rate stability block of business.  We have ensured



          13   that the resulting premiums on our in-force business are



          14   not more than what we're charging for current business



          15   premiums.  In fact, they're substantially less.



          16              We have provided typical benefit reduction



          17   alternatives to mitigate premium increases, such as



          18   benefit periods and daily benefits.  We're offering a



          19   contingent nonforfeiture benefit to all insureds,



          20   regardless of whether or not the rate increase triggers



          21   the benefit based on the NSE guidelines.



          22              But most importantly, in 2010, we have
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           1   pioneered a unique and innovate alternative to offset rate



           2   increases for those customers who have automatic inflation



           3   increases.  We do this by lowering the future inflation



           4   increases on a prospective basis.  We call this the future



           5   inflation reduction landing spot, or landing spot for



           6   short.



           7              Past inflation accruals are retained by the



           8   policyholder, and only the future accrual rates are



           9   reduced.  For these two policy forms in this filing,



          10   customers who have 5% inflation can fully offset the rate



          11   increase of about 43% by reducing their future inflation



          12   accruals from 5% to 3.9% to keep the inflation increases



          13   that they accrued in the past at 5%.



          14              We developed this option to help our customers



          15   retain their valuable coverage.  We don't want our



          16   policyholders to lapse and get little or no value for



          17   their policies.  Our experience has shown that this really



          18   has helped customers retain their coverage.



          19              In our prior experience nationwide, we have



          20   seen an average shock lapse of only about 2.5%, where our



          21   average rate increases have been about 35%, and much of



          22   that result has been due to the landing spot that we offer
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           1   customers in most states.



           2              Educating our consumers regarding their rate



           3   increases and alternatives is very important to us.  We



           4   describe and illustrate the options available to customers



           5   in the notification package.  We notify customers at least



           6   90 days before the rate increase takes effect, give them



           7   time to make an informed decision, whether to choose the



           8   rate increase or to reduce their coverage.  And of course,



           9   they can also call our dedicated and knowledgeable



          10   customer service staff if they have any questions.



          11              So, thank you again for allowing me to address



          12   our current filing.  This matter is important to long-term



          13   care insurance and to all of our customers.  I'm happy to



          14   answer any questions that you may have.



          15              COMMISSIONER REDMER:  Dave, thanks for



          16   coming in and being here in person.  I appreciate



          17   that.  I do have one question to understand a little



          18   bit about your distribution system.  Do you happen



          19   to know what percentage of your policyholders have



          20   an active current relationship with an adviser?



          21              MR. PLUMB:  Yeah, I guess I don't know



          22   for sure.  If I had to guess, I would say it's
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           1   probably right around 50 to 60%.  And some



           2   relationships are more active than others.



           3              COMMISSIONER REDMER:  Sure.  And you may



           4   have stated this and I missed it.  What percentage



           5   of the folks actually take the landing spot, as



           6   opposed to paying the increase?



           7              MR. PLUMB:  It's been -- 53% has been our



           8   experience, of those eligible for the landing spot,



           9   have taken it.  And actually, the lapse rate on



          10   those people has been even lower than the 2.5% that



          11   I gave earlier.  That includes everybody.



          12              COMMISSIONER REDMER:  Todd, questions?



          13              MR. SWITZER:  Not at this time.



          14              MR. JI:  I have a question.



          15              COMMISSIONER REDMER:  Go ahead.



          16              MR. JI:  So, you held four or five



          17   filings?



          18              MR. PLUMB:  Four or five what?  Sorry.



          19              MR. JI:  Four or five filings?



          20              MR. PLUMB:  We have one filing covering



          21   two products on the group side, and then we have one



          22   filing covering three products on the individual
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           1   side, which was the subject of an earlier --



           2              MR. JI:  Okay.



           3              MR. PLUMB:  -- hearing.



           4              MR. JI:  I would like to know, do you



           5   have some other filings to file to us in the near



           6   future?



           7              MR. PLUMB:  Yes.  We have recently



           8   completed the new claims study that will result in



           9   additional increases on our individual block.  But



          10   we have no plans to file any additional increases on



          11   the group block.



          12              MR. JI:  Okay.



          13              MR. PLUMB:  It doesn't mean we won't, I



          14   mean, as long as our experience pans out the pay we



          15   expect it to.



          16              MR. JI:  Thank you.



          17              MR. MORROW:  I have a quick question.



          18   You mentioned 53% of the people have taken the



          19   landing spot option.



          20              MR. PLUMB:  Yes.



          21              MR. MORROW:  Over how long a period of



          22   time has that --
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           1              MR. PLUMB:  I guess since we started



           2   offering it in 2011, we've had two nationwide major



           3   rate increases, so most states, they've had it



           4   available to them twice.  And each time, 53% of



           5   those eligible have taken it.



           6              MR. MORROW:  Thank you.



           7              COMMISSIONER REDMER:  Adam, do you have



           8   anything?



           9              MR. ZIMMERMAN:  Just one question.  So,



          10   regarding the landing spot.  If we only -- due to



          11   the Maryland statute, if we phased in, would that



          12   not be an option available to the consumer, is that



          13   correct?



          14              MR. PLUMB:  Right.  Right, and I can



          15   explain that, if you'd like, because I know there's



          16   been some discussion of that in prior hearings,



          17   whether you can or can't, for the landing spot.



          18              The reason we can't do it is because it's very



          19   complicated having 5% from the first X number of years,



          20   and then 4.5% for one or two years, and then 4%, you know,



          21   keeping track of all that.



          22              Systems are usually built to have one inflation
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           1   rate over the life of the policy, and we've done a lot of



           2   systems work to be able to do a couple of different



           3   changes.



           4              But the more changes you do, it just becomes



           5   totally unworkable.  Even the number of rates that you



           6   have to keep up file can be like 16 times what you'd



           7   normally have to have, if you keep offering that over and



           8   over again.



           9              COMMISSIONER REDMER:  Thank you.  Anybody



          10   else?  All right.  Dave, appreciate it.  Next is



          11   Kanawha.



          12              MR. HAMMOND:  Yes.  Good morning.  And I



          13   want to thank you for the opportunity to discuss



          14   this with people.  And I've got with me a couple of



          15   our rating actuaries.  My name is Tony Hammond.  I'm



          16   the market vice president for Kanawha Insurance and



          17   for Humana, who owns Kanawha Insurance.



          18              Let me give you a little background, if I



          19   could.  Humana bought Kanawha in -- around 2007.  And at



          20   that time, we purchased a small block compared to some of



          21   the other folks you're going to be talking to today.



          22   About 30,000 policies with long-term care insurance.  We
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           1   have about 200 current policyholders in Maryland, and the



           2   rate increases that we filed are really addressing the



           3   couple hundred percent loss ratios that we look at for the



           4   future here.



           5              And we filed for increases, particularly on the



           6   inflation policyholders, that would address some of that



           7   loss ratio and at the same time try to limit the increases



           8   to 15% a year, but do it over multiple years.  So, I



           9   realize the increase may sound large, but the idea is that



          10   we would implement it over several years.



          11              Some additional background is, when Kanawha was



          12   purchased by Humana, reserves were at a -- several hundred



          13   million local, and we've spent over billion dollars in



          14   reserves to the overall book of business since then,



          15   trying to address the loss ratios for the book business



          16   and the risk that was being assumed.  At the time, that



          17   was not really known.



          18              But Humana has really stepped up to the bar, so



          19   to speak, to make sure that we're covering the liabilities



          20   that exist there.  In fact, most recently, we added a



          21   large amount to reserves at the end of last year.  We've



          22   received a recent increase of 15% that was approved, I
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           1   think, December of 2015, implemented during 2016.



           2              We initially filed another 15% increase



           3   December of 2016 but, in discussions with the department,



           4   have decided on the current increase filing that we have



           5   out there that would be actually multiple years at 15%.



           6   And if there are any questions about that, I'm happy to



           7   answer.



           8              MR. ZIMMERMAN:  Hi, Tony.  This is Adam



           9   Zimmerman.  Could you explain the logic about what



          10   the additional consumer protections that would be



          11   built in, allowing this phased in rate increase?



          12              MR. HAMMOND:  Do you mean in terms of the



          13   options that we offer in lieu of the rate increase?



          14              MR. ZIMMERMAN:  Yeah.  In particular, the



          15   inflation -- the inflation buy-down that was filed



          16   in the rate request.



          17              MR. HAMMOND:  Right.  And would you like



          18   to address that, Sean?  I'm going to let one of our



          19   rating actuaries address that because he's the most



          20   familiar with it.



          21              MR. MENDES:  Yeah.  So, this is -- I'm



          22   Sean Mendes.  And with the buy-down, what we were
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           1   offering was that -- we wanted to implement a larger



           2   rate increase, or have a higher rate increase



           3   applied to the multiyear 15% increase.  And then if



           4   a member has inflation, they could just fully avoid



           5   all of those rate increases by just -- by dropping



           6   their inflation coverage, but keeping whatever their



           7   accrued daily benefit is at currently.



           8              Because most of our policies have been in



           9   effect for over -- for long-term care, for over 12 years,



          10   meaning that's about -- I think it's 180% - that's just



          11   from off the top of my head - that their daily benefit has



          12   accrued.



          13              So, they may get more benefit on a -- keeping



          14   their premium stable where they're at, and keeping their



          15   daily benefit at the exact level that it's at currently



          16   for the remainder of their policy.



          17              MR. HAMMOND:  So, if I can summarize it,



          18   what we've offered is that they could keep their



          19   current daily benefit, whatever it has accumulated



          20   to, without paying any additional increase of



          21   premium.



          22              And there would -- but there also would be no
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           1   longer any inflation.  The inflation rate would basically



           2   drop to 0% on these policies.  And then, of course, we



           3   have the standard.  If they want to change out the



           4   benefits, if they want to change elimination periods, the



           5   standard nonforfeiture for RPU is always available.



           6              COMMISSIONER REDMER:  And what's the --



           7   what's the projected loss ratio if you get the



           8   increase?



           9              MR. MENDES:  Well, there are -- I think



          10   it's about 190%.



          11              MR. HAMMOND:  185.6, I am told.  We will



          12   make sure we validate that.  But about 186.



          13              COMMISSIONER REDMER:  And what was the



          14   projected loss ratio back in 2007 when Humana bought



          15   you?



          16              MR. HAMMOND:  Well, I'm not sure I can



          17   answer that question.  I do know in general, we were



          18   told that there is a -- and I'll call it a 10s of



          19   million-dollar problem that might come to roost in



          20   10 years.  And certainly would not describe to us as



          21   having to add a billion dollars in reserves, that



          22   would be for sure.
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           1              MR. JI:  So, how often do you -- do you



           2   experience studying?  Do you use -- do you do that



           3   in-house, or use outside consulting firms?  You



           4   know, what do you notice from your experience?



           5              MR. HAMMOND:  We currently have in-house



           6   actuaries, and we have a external consultant,



           7   Milliman, who reviews a lot of our work, certainly



           8   peer reviews it, and also helps give us some



           9   guidance on how to do both the projections, the rate



          10   filings.



          11              We use some of their models for doing the



          12   reserves and reviewing the reserves.  We also have worked



          13   with Long-Term Care Group on doing some peer review of



          14   some of our reserve processes.



          15              MR. JI:  How often do you update your



          16   assumptions?



          17              MR. HAMMOND:  I'm not sure I can say



          18   exactly.  It seems to be about every three years or



          19   so that we're -- you're talking about how often do



          20   we renew the assumptions for the reserves, or for



          21   the rates?



          22              MR. JI:  For rates, reserves, both.  I
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           1   think you probably use the same study for both



           2   sides, right?



           3              MR. HAMMOND:  Yes, we're using the



           4   Milliman data, as well as we look at the society



           5   studies that come out.



           6              And we update the reserves about every three



           7   years, I would say, the assumptions on the reserves, we



           8   actually unlock for the active life reserves.  But we're



           9   constantly looking at that every year and reviewing it for



          10   appropriateness.  And they've been updated recently.



          11              MR. JI:  Okay.  So, would that change



          12   your overall rate increase target, based on the new



          13   assumption?



          14              MR. HAMMOND:  Our original filing, okay,



          15   had lower loss ratios than what our current



          16   assumptions would show, yes.



          17              COMMISSIONER REDMER:  Okay.  Anybody



          18   else?



          19              MR. MORROW:  One last question.  This is



          20   Bob Morrow.  You mentioned that you're looking at a



          21   15% rate increase over a number of years.



          22   Currently, how many years does that plan to be?
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           1              MR. HAMMOND:  Five years.



           2              MR. MORROW:  Okay, thank you.



           3              COMMISSIONER REDMER:  Todd?  (Mr. Switzer



           4   shook his head.) Tony, thank you very much.  I



           5   appreciate it.



           6              MR. HAMMOND:  You're welcome.



           7              COMMISSIONER REDMER:  Next, we will go to



           8   Lincoln National.



           9              MS. KIM:  Good morning, Commissioner



          10   Redmer and Maryland Insurance Administration staff.



          11   My name is Kristen Kim, and I am the actuary at



          12   Trustmark Insurance Company that is currently



          13   administrating the closed block of Lincoln National



          14   long-term care policy.



          15              On behalf of the Lincoln and Trustmark, I would



          16   like to thank you for providing me with the opportunity to



          17   present information concerning the two long-term care



          18   forms, HR2500AA and HR2950AA, which was issued by Lincoln



          19   National Life Insurance Company.



          20              Before I dive into the details behind the rate



          21   increase filing, I would like to provide some background



          22   regarding the two long-term care forms, HR2500AA and
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           1   HR2950AA.  These forms are very similar products that were



           2   issued in the early 1990s.  It was issued from 1991 to



           3   1996 nationwide.  And then, subsequently, Lincoln ceased



           4   marketing the product and then transferred the



           5   administration of the business to Trustmark in 1997.



           6              There were approximately 5900 policies that



           7   were issued nationwide, of which 550 policies were issued



           8   in Maryland.  Currently, we have about 1700 in force



           9   nationwide, and then about a 148 -- actually, 148 policies



          10   in force in Maryland.  These policies were issued with



          11   benefits that were not currently available, readily



          12   available, in the current marketplace.



          13              Our in force policies comprises of



          14   approximately half.  With lifetime benefits, about 40% of



          15   the policyholders purchased 5% cost of living adjustment



          16   benefits, and then we have about 9% of insureds with



          17   return of premium benefits.



          18              Since these are closed block of business, they



          19   are pre-rate stability business.  Our requirements are to



          20   meet the minimum lifetime loss ratio of 60%.  Our current



          21   nationwide projected lifetime loss ratio, which is



          22   adjusted to account for Maryland premium levels, is well
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           1   above 60%.  It's actually 85%.



           2              For this round of rate increases, we are



           3   requesting an increase of 15%.  We understand that the



           4   significant increase is a challenge for the insured, so



           5   our strategy for the block is to request gradual rate



           6   increase and continue to monitor the business annually to



           7   determine further need.



           8              We would like to point out that our current --



           9   our rate, even if we get 15% rate increase, will provide



          10   better benefits with lower premiums than long-term care



          11   products that are currently offered in the marketplace.



          12              This rate increase is necessary, mainly due to



          13   initial pricing assumptions in the early '90s not being



          14   met.  In fact, as we all know, the lapse and the mortality



          15   assumptions, along with morbidity assumptions, were far



          16   too aggressive during the initial pricing of the --



          17   pricing of the products.



          18              In order to soften the impact of the rate



          19   increase to our insureds, the company will provide two



          20   alternative options in lieu of the rate increase.  The one



          21   option is the paid-up coverage that will provide paid-up



          22   insurance with no further future premium required.
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           1   Another option is reduction in policy benefits, anywhere



           2   from lowering daily benefits to reducing benefit periods.



           3              We currently do not offer any inflation landing



           4   spot options in lieu of the rate increase in Maryland or



           5   any other state.  However, we do offer the option for the



           6   insured to remove the benefit.



           7              In order to improve communication with our



           8   policyholders about their options in connection with the



           9   rate increase, we invite the policyholder to call our



          10   customer service to further discuss their personalized



          11   options that will allow the current policy to meet



          12   coverage and financial needs.



          13              I would like to close by again emphasizing that



          14   the lifetime loss ratio required for these closed block of



          15   business is 60%, and we are currently projecting 85%



          16   lifetime loss ratio.  The requested rate increase is



          17   primarily designed to mitigate or reduce the losses and



          18   not to be profitable for the company.



          19              It is in our both policyholder and company's



          20   interest to continue to monitor the business and create a



          21   financially stable business that will have adequate funds



          22   necessary to pay current and future claims.  We look
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           1   forward to continuing with Maryland Insurance



           2   Administration in the rate increase process.  Thank you



           3   again for giving me the opportunity to speak today on our



           4   pending rate increase.



           5              COMMISSIONER REDMER:  Thank you, Kristen.



           6   Any questions for Kristen?



           7              MR. JI:  I would like to know your



           8   credibility standard when you do the -- when you



           9   generate the assumption.  Can you explain that a



          10   little bit?



          11              MS. KIM:  Yes.  So, what we did is we



          12   hired Milliman to review our block of business, and



          13   then what they did is they used their Milliman



          14   long-term care claim database, and they incorporated



          15   our -- you know, our block of business doesn't have



          16   as many policies in force, so they used a little bit



          17   of our data, but then we used most of the Milliman



          18   long-term care claims data to come up with the



          19   morbidity assumption.



          20              MR. MORROW:  This is Bob Morrow.  I just



          21   want to make sure I'm clear on the alternatives.



          22   You mentioned there were two alternatives.  One was
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           1   to elect paid-up coverage.  The second was reduction



           2   in policy benefits.  And then you also -- but you



           3   also -- you also mentioned you could remove cost of



           4   living adjustment, is that correct?



           5              MS. KIM:  Correct, yes.  So, when we do



           6   remove the cost of living adjustment, what we do is



           7   we just keep the current benefit amount.  So, if



           8   they accrued several hundred, then that's basically



           9   what we're going to calculate the premium at and



          10   make sure that it doesn't accrue any further



          11   adjustments going forward.



          12              MR. MORROW:  Okay.  Thank you.



          13              COMMISSIONER REDMER:  Anybody else?  All



          14   right.  Kristen, thank you.  Next is --



          15              MS. KIM:  Thank you.



          16              COMMISSIONER REDMER:  -- MedAmerica.



          17              MR. KINNEY:  Will you hear me if I talk



          18   loudly without the mike?



          19              COMMISSIONER REDMER:  No.



          20              MR. KINNEY:  Commissioner Redmer,



          21   Insurance Administration staff, and guests, thank



          22   you for the opportunity to appear regarding our
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           1   long-term care rate increase filings.  My name is



           2   Pat Kinney.  I'm managing actuary of the long-term



           3   care pricing at MedAmerica Insurance Company.



           4              Today's hearing involves our requested 9%



           5   premium rate increase on our Simplicityii product.  This



           6   policy form was issued in Maryland from June 2008 to April



           7   2014 and covers 180 individual policyholders in the state.



           8              Our current request is a followup to the 15%



           9   rate increase filed by the MIA in December 2015.  If



          10   accepted by the administration, the current 9% request



          11   will bring our accumulative rate increase in Maryland up



          12   to the average 25% that MedAmerica has determined is



          13   necessary to certify the rate stability on this policy



          14   form.



          15              In addition to our Simplicityii product,



          16   MedAmerica also has rate increase requests pending with



          17   the administration on our other legacy products.



          18   Simplicity, which was issued in 2005 to 2008 and



          19   premiered -- what we refer to as series 11 and prior,



          20   which was issued in 1996 through 2005.



          21              MedAmerica has submitted written testimony for



          22   the public hearing on October 27th of last year regarding
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           1   our rate increase request for simplicity.  Our premium



           2   rate filing was more recently submitted on April 27th, and



           3   the administration actuarial team has just begun its



           4   review of that file.



           5              Our later generation products, known as



           6   FlexCare and Transitions, were priced and approved in 2010



           7   and after and are not in need of rate increases at this



           8   time.  None of these policy forms is being marketed any



           9   longer in Maryland or any other jurisdiction.  In early



          10   2016, MedAmerica ceased sale of LTC policies nationwide.



          11              However, we remain committed to providing



          12   promised LTC benefits to the over 100,000 people across



          13   the country, including over 400 in Maryland, who rely on



          14   us to continue their coverage long into the future.



          15              We believe the premium rate increases are



          16   necessary now to ensure our ability to pay LTC claims in



          17   the long-term.  Like most insurance carriers who sold LTC



          18   policies, MedAmerica has experienced significantly



          19   unfavorable changes in policy persistency, morbidity, and



          20   interest since the time the earlier generation policies



          21   were priced and issued.



          22              The adverse experience threatens the financial
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           1   health of MedAmerica, especially since we are a monoline



           2   long-term care company.  There's no other insurance



           3   products to offset projected shortfalls from long-term



           4   care coverage.



           5              We acknowledge that there has been one product



           6   15% increase on our Simplicityii policy form, two prior



           7   15% rate increases on our simplicity policy form, and a



           8   cumulative 39% increase on the policy forms during the



           9   years 2010 through 2014.



          10              In each case, including the current rate



          11   increase filings, larger premium rate increases were and



          12   are actuarially justified and supportable under loss ratio



          13   and rate stability regulation.



          14              Although MedAmerica recognizes that annual rate



          15   increases are limited to 15% per the Maryland regulation,



          16   the actuarial memorandums associated with our rate filings



          17   present the experience analysis of projections justifying



          18   the full rate increases we believe to be necessary.



          19              We feel that this transparency provides



          20   consumers with a more complete picture of financial risks



          21   to the company.  If the administration were to accept rate



          22   increases greater than 15%, the company is prepared to
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           1   offer multiple year phases and increases and will consider



           2   other options that may be available to reduce the impact



           3   on our consumers.



           4              We understand that the administration is



           5   considering policy proposals that may allow for phased-in



           6   increases in the future.  MedAmerica supports the idea of



           7   allowing phased in rate increases, whether or not they are



           8   accompanied by alternatives such as landing spots.



           9              Allowing a carrier to phase in actuarially



          10   justified premium rate increases over several years gives



          11   the insured definite knowledge of future rate levels.  The



          12   consumer can then make a decision about appropriate



          13   affordable future benefit levels with the advantage of



          14   more complete information about future premiums than the



          15   present regulatory structure employs.



          16              Like the administration, MedAmerica is also



          17   concerned about consumer protection.  Our rate increases



          18   are determined so that the company is sharing the cost of



          19   rate increases with consumers and is not attempting to



          20   cover past losses.  We need to place our closed block



          21   long-term care products on a more sound financial footing



          22   for the future.
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           1              Similar to prior increases, MedAmerica is



           2   offering insureds affected by the premium increase the



           3   option of reducing their policy benefits to provide



           4   flexibility of choice to those insures who wish to



           5   maintain a premium level reasonably similar to what they



           6   were paying prior to the rate increase.



           7              Furthermore, MedAmerica is offering a petition



           8   on forfeiture or CNF benefit to all insureds affected by



           9   the rate increase, which means that a policy that lapses



          10   premium payments due to the requested rate increase



          11   remains eligible to receive some level of paid-up benefit



          12   in the future.



          13              To help consumers navigate their options, make



          14   premium payments, accept the reduced CNF benefit, or claim



          15   a benefit reduction option that best suits them, our



          16   insureds are encouraged to call our toll-free customer



          17   service phone number because each policyholder is unique,



          18   and MedAmerica works with each person individually.



          19              We continue to pride ourselves on providing



          20   quality claims service to our insureds.  Each claimant is



          21   assigned a dedicated personal care adviser who establishes



          22   a relationship with the insured and their families to
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           1   ensure the very best service and support when they need it



           2   most.



           3              Over 90% of claimants surveyed has said their



           4   experience with MedAmerica is above average or excellent,



           5   and our average time to pay claims is 36 days.  We believe



           6   this service excellence is a critical component to



           7   fulfilling our promises and taking care of our insured and



           8   will continue to provide this level of service going



           9   forward.



          10              In closing, I'd like to reiterate that, despite



          11   the fact that we no longer sell long-term care insurance,



          12   MedAmerica remains committed to delivering on all of our



          13   promises for our customers.



          14              Granting actuarially justified rate increases



          15   will help assure we have the financial strength to



          16   continue providing the benefits and service our insureds



          17   expect and deserve.  Thank you for your time and



          18   consideration, and I'm happy to answer any questions you



          19   may have.



          20              COMMISSIONER REDMER:  Great.  Thank you,



          21   Pat.  Any questions?



          22              MR. JI:  Since this product is relatively

�

                                                                          37







           1   new, I would like to know, how do you originally



           2   use -- what kind of -- to pick your assumptions for



           3   pricing?



           4              MR. KINNEY:  The Simplicityii product was



           5   priced in -- I think it was 2007, I believe, to be



           6   issued in 2008.  We had been working with Milliman



           7   consultants at that time, so our pricing was based



           8   on Milliman studies.



           9              Our updated assumptions are also based on



          10   Milliman studies, although this particular rate increase



          11   was filed with a different consultant.



          12              MR. JI:  So, basically, you are totally



          13   relying on consultants for pricing, or?



          14              MR. KINNEY:  We have a very small staff



          15   of pricing at MedAmerica.  Our plan is to begin



          16   filing in-house in the future.  But up until now, we



          17   rely on consultants, yes.



          18              COMMISSIONER REDMER:  Okay.  Anybody



          19   else?  All right, Pat, thank you very much.  And



          20   next, we will go to Prudential.



          21              MR. BURNS:  Is this on?  Hi, I'm Keith



          22   Burns.  I'm vice president and actuary with
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           1   Prudential Insurance Company.  I want to thank



           2   Commissioner Redmer, your staff, as well as the



           3   consumers and other interested parties joining us



           4   today.



           5              Prudential is currently seeking a 15% rate



           6   increase on our group -- one of our group long-term care



           7   insurance plans for GLTC3, sold in Maryland beginning in



           8   2002.  And the proposed increase is in accordance with the



           9   15% cap, per the Maryland regulation.



          10              Based on our experience, we do believe a higher



          11   increase is needed and justified, but that would only be



          12   22% for this product at this time, given where our



          13   assumptions are at.



          14              We have 2,126 policyholders in Maryland that



          15   are on the impacted policy.  The average amount of



          16   increase is $14 per month.  Prior increases that we have



          17   implemented at -- in Maryland was approved a couple years



          18   ago and, you know, it was not sufficient at the time.



          19   That's why we're continuing to seek some additional



          20   increases.



          21              A large majority of the policyholders that were



          22   impacted by that original increase did continue to pay the
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           1   higher increased amount.  In fact, about 93% continued



           2   paying the higher percent.  We did have some that offered



           3   to take lower benefits.  That was around 5%.  And around



           4   2% lapsed their policy and were provided with forfeiture



           5   benefits.



           6              The primary factors, as you heard, and we



           7   discussed earlier, for the industry is deterioration of



           8   experience with regard to voluntary lapse, mortality,



           9   morbidity, as well as investment earnings.  Accumulated



          10   policy reserves have been significantly less than



          11   anticipated due to the low interest rate environment.



          12              Prudential's rate increase that we're



          13   requesting now is primarily around -- due to voluntary



          14   lapse of mortality being much lower than anticipated.



          15              Long-term care insurance is a lapse-supported



          16   policy, meaning premiums were developed assuming that the



          17   reserves that were set aside for those policyholders that



          18   lapsed will help fund the remaining policyholders when



          19   they go on claim.  But the current policyholders'



          20   experience reflects our ultimate lapse rate is currently



          21   around 0.7%, where it was originally priced at 3%.



          22              Also, our mortality rates continue to fall,

�

                                                                          40







           1   leading to more policyholders living to the older ages,



           2   when long-term care claims are most prevalent.  Due to the



           3   lower voluntary lapse rates and mortality, it is assumed



           4   that a significant number of policyholders remain in force



           5   during their older ages, when they're more likely to go on



           6   claim, which is good, as this is what coverage is intended



           7   for.  But as -- but it was not anticipated at this level



           8   at the time the policy was originally priced.



           9              The current rate increase request is intended



          10   to partially but not fully offset the adverse experience.



          11   Therefore, additional future rate increases may be needed.



          12              Prudential understands that these rate



          13   increases can be challenging for some policyholders.  In



          14   an effort to ease the situation for the policyholders and



          15   to help mitigate the impact -- mitigate the rate -- the



          16   rate increase, policyholder notification letters will



          17   offer a number of alternative options to the rate



          18   increase, as well as an 800 number to ask questions and



          19   request more information.



          20              Customer service center representatives and the



          21   call center have been trained to handle rate increase



          22   situations.  The call center's 100% dedicated to
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           1   Prudential long-term care matters.



           2              The policyholders will have voluntary options



           3   to mitigate the rate increase, which include reducing



           4   policy benefits or removing optional riders that provide



           5   additional benefits.



           6              Or, they can stop paying premiums and exercise



           7   their nonforfeiture benefit, which is available to all



           8   insureds, regardless of their age or size of increase.  An



           9   impacted policyholder can also elect to pay the increased



          10   premium and maintain all of their current existing



          11   benefits.



          12              As stated in this testimony, Prudential does



          13   understand the challenges to the policyholders when rates



          14   are increased.  Rate increases are needed to help ensure



          15   the future premiums, in combination with existing



          16   reserves, will be adequate to fund anticipated future



          17   claims.  By providing a number of options, we will assist



          18   policyholders with opportunities to minimize the impact of



          19   a rate increase.  And we appreciate the department's time



          20   and attention to this matter and are available for further



          21   questions and discussion.



          22              COMMISSIONER REDMER:  Okay.  Any
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           1   questions?



           2              MR. JI:  So, for the -- I mean, the --



           3   your schedule for the future rate increase, can you



           4   give a little detail about that?



           5              MR. BURNS:  For this product, we were



           6   seeking 40% in total.  We have received a 15%



           7   increase a couple years ago.  If we get the 15% this



           8   go-around, then there would be another roughly 6%



           9   coming up.  That's all compounded to get to the 40.



          10              MR. JI:  Okay.



          11              MR. MORROW:  We're good.



          12              COMMISSIONER REDMER:  Todd?  All right.



          13   Keith, thank you very much.



          14              MR. BURNS:  Thank you.



          15              COMMISSIONER REDMER:  And then, we go to



          16   Unum.



          17              MR. LEMOINE:  Good morning.  Everyone



          18   hear me okay?  I found the on-button.  Good morning.



          19   My name is John Lemoine, and with me is Jake Lucas.



          20   On behalf of Unum, we thank the Maryland Insurance



          21   Administration, Commissioner Redmer, and each of you



          22   who are participating or attending today in this
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           1   hearing.



           2              I am the assistant vice president and special



           3   counsel for Unum's closed block business operations unit.



           4   Jake Lucas, who is with me here today, is also a member of



           5   that business unit, and he is our chief pricing actuary



           6   for long-term care products.



           7              The closed block of business unit at Unum is



           8   comprised of products that Unum no longer markets,



           9   including long-term care.  Long-term care insurance



          10   policies represent about half of the annual premium of



          11   Unum's closed block of business.



          12              Unum exited the individual long-term care



          13   market in 2009 and exited the group long-term care market



          14   in 2012.  The vast majority of our LTC policies were



          15   issued between 1989 and 2012.



          16              Unum has close to one million LTC insureds



          17   nationwide, including approximately 3800 Maryland



          18   individual LTC policyholders and approximately 15,000



          19   people insured through group LTC policies issued to



          20   Maryland employers.



          21              As context for today's hearing, our pending



          22   increase is focused on our older block of Maryland group
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           1   policies.  Under that block of policies, the total number



           2   of insureds with coverage that would be impacted by this



           3   requested increase would be approximately 10,000 insureds.



           4   And I'll provide a bit more detail about those insureds in



           5   just a minute.



           6              We at Unum take our commitment to our LTC



           7   policyholders very seriously.  We have a team of over 180



           8   LTC professionals dedicated to providing customer service



           9   and administering benefits.  Our top priority is to meet



          10   our obligations to each of our customers, including



          11   providing benefits in their time of need.



          12              During 2016, we paid approximately $450 million



          13   in long-term care benefits nationwide and paid over $7.3



          14   million in long-term care benefits to Maryland



          15   policyholders.



          16              Another priority of ours is to manage all of



          17   our insurance products to ensure the financial stability



          18   of our operating companies for both the short-term horizon



          19   and for long-term stability.  This is extremely important



          20   not only for our LTC policyholders, but for all of our



          21   policyholders.



          22              When Unum entered into the LTC business in the
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           1   late 1980s, we determined our prices using the best data



           2   available at the time, applying assumptions and



           3   predictions about how future experience would develop.



           4   Unfortunately, like many in the industry, our actual



           5   experience in the years and even decades since we issued



           6   our LTC policies has turned out to be significantly



           7   different than the actuarial assumptions used to set



           8   original prices.



           9              Those factors include the fact that individuals



          10   covered under LTC policies are living longer and holding



          11   onto their coverage longer than anticipated, meaning that



          12   more claims are being made than had been originally



          13   projected.



          14              Also, once individuals are on claim, they are



          15   staying on claim longer than expected.  And at the same



          16   time, investment earnings on reserves we hold continue to



          17   be significantly lower than originally projected, giving



          18   the sustained low interest rate environment.  As a result



          19   of the combination of these factors, our LTC block is



          20   suffering significant overall losses.



          21              In 2006, when the financial reality of Unum's



          22   LTC business started to become more clear and credible, we
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           1   filed our first LTC rate increases to mitigate financial



           2   and enterprise risk.  Our goal in the LTC rate increases



           3   we have requested is not to generate profits, nor to



           4   recover any of the past losses we have experienced.



           5              Instead, our LTC rate increase requests have



           6   been aimed solely at moving our LTC block of business to a



           7   point of self-sustainability on a go-forward basis.  We



           8   want to ensure that our LTC reserves plus premiums are



           9   sufficient to pay all claims and expenses.



          10              With that in mind, the rate increases we have



          11   requested nationwide on this block of group policy forms



          12   represent only about 25% of the amount we could ask for is



          13   actuarially justified.  Here in Maryland, because of



          14   Maryland's 15% annual rate increase gap, our current



          15   request is for that 15% amount.



          16              We will continue to monitor and evaluate the



          17   experience on our LTC business, as we are charged to do



          18   under regulatory and actuarial standards.



          19              As mentioned earlier, this pending 15% rate



          20   increase request would apply to coverage held by about



          21   10,000 persons insured under policies issued to Maryland



          22   employers.  As additional context, the average annual
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           1   premium for those individuals is a little under $600 per



           2   year, or $50 per month.



           3              Furthermore, for many of our group policies,



           4   the employer pays all or part of the premium.  In fact,



           5   for Maryland group policies, about 70% of insureds have



           6   their premium paid entirely by the employer as a workplace



           7   benefit, with about 30% of the total paying all or part of



           8   the premium for the coverage themselves.  The average age



           9   of insureds under this block of policies is approximately



          10   57 years.



          11              So, even though we are seeking less than what



          12   could be actuarially justified, and even though there's a



          13   high level of employer funding on our Maryland group



          14   policies, we at Unum recognize that LTC rate increases may



          15   present many of our customers with a significant challenge



          16   in maintaining their coverage.



          17              As a way to reduce the level of their premium,



          18   every Unum insured under a group policy has the right to



          19   adjust their benefit features on a go-forward basis.



          20   These adjustments can be made within the coverage options



          21   available under the group plan and, depending on the plan,



          22   might include things like reducing benefit duration or
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           1   adjusting daily benefit levels.



           2              Also, in conjunction with these LTC rate



           3   increases, each impacted insured can choose to elect a



           4   nonforfeiture option, whereby the insured no longer pays a



           5   premium going forward and maintains a reduced amount of



           6   coverage equal to the total amount of premiums paid



           7   to-date on the policy.



           8              We at Unum believe that no LTC policyholder



           9   should surrender his or her coverage as a result of the



          10   rate increase, and we believe these options offer



          11   reasonable alternatives at various levels of



          12   affordability.



          13              In closing, we acknowledge how difficult LTC



          14   rate increases can be for our policyholders, and we will



          15   continue to serve our customers as effectively as possible



          16   by offering reasonable alternatives to manage



          17   affordability and by providing quality service during the



          18   life of the policy, including, most importantly, at the



          19   time of claim.  Thank you.



          20              COMMISSIONER REDMER:  John -- or, I'm



          21   sorry, Jake?  Did you have anything you wanted to



          22   add, or?
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           1              MR. LUCAS:  No.



           2              COMMISSIONER REDMER:  Okay.  So, John,



           3   walk through these group policies.  You mentioned a



           4   lot of them are 100% employer paid.  So, who --



           5   who --



           6              Who owns the contract?  Who has the option



           7   to -- in other words, kind of the employer makes those



           8   changes on behalf of the employee?  And then -- and then



           9   finally, if the employer says "I'm done" and just blows up



          10   the plan, what are the options that the employee has?



          11              MR. LEMOINE:  Thank you, Commissioner



          12   Redmer.  So, in essence, the way the group policy



          13   structure works, the employer is the group



          14   policyholder.  The employer determines the plan



          15   designs and options that will be available to the



          16   insureds and their workers, because this is being



          17   offered as a workplace employee welfare benefit.



          18              So, the employer ultimately determines what



          19   plan designs are available to its employee base.  So, it's



          20   within that range of options that the employee has the



          21   ability to choose.



          22              And then, ultimately, if - to use your phrase -
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           1   if the employer blows up the plan, the employee has the



           2   ability to -- so-called to continue that coverage on a



           3   direct bill basis.



           4              MR. LUCAS:  Yes.



           5              MR. LEMOINE:  That's a feature of Unum's



           6   group policy and many other group policies.  The



           7   employee can actually convert -- take that coverage



           8   with them, that group coverage they have, in tact



           9   and pay for it themselves on a day-to-day --



          10              COMMISSIONER REDMER:  Can they --



          11              MR. LEMOINE:  -- basis.



          12              COMMISSIONER REDMER:  -- modify the



          13   benefits from that point on?



          14              MR. LEMOINE:  They have -- they can



          15   modify the benefits within the range of --



          16              COMMISSIONER REDMER:  Right.



          17              MR. LEMOINE:  -- the plan design that



          18   they were in.



          19              COMMISSIONER REDMER:  Got it.  Okay,



          20   thank you.  Anybody else?



          21              MR. ZIMMERMAN:  I know in the individual



          22   market, there's an option for the landing spot to
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           1   offset the rate increase.  Is that something that



           2   would be available in the group market for those,



           3   let's say 30% that are currently paying for their



           4   own benefits?



           5              MR. LEMOINE:  We've -- that option is not



           6   available on our group policies, in part because of



           7   the explanation that we just -- that we just talked



           8   about.  Because of the complexity of having an



           9   employer level decision, an employer-implemented



          10   control on the plan designs, and then the employees



          11   need to be able to choose within that range of



          12   options.



          13              So, it adds a layer of complexity for the



          14   employer to determine whether to eliminate the higher



          15   inflation benefit and only -- and reduce the lower one,



          16   creates complexity and an administrative challenge.



          17              And also, there is something of a concern over



          18   what kind of an incentive that might create between an



          19   employer who's paying on an employee who's paying for



          20   their coverage, where that landing spot -- where that



          21   reduced inflation might land.



          22              COMMISSIONER REDMER:  Any other

�

                                                                          52







           1   questions?  All right.  John, Jake, thank you.  We



           2   appreciate it.  Next, I'm going to turn it over to



           3   Todd Switzer for some comments.



           4              MR. SWITZER:  I'd just like to add my



           5   thanks to everyone being here.  Fourth day on the



           6   job, and -- (Laughter.)



           7              The draws of the job was the chance to join



           8   with the commissioner and with the MIA to squarely address



           9   some of these hard issues and these issues that very



          10   tangibly affect our Maryland seniors.



          11              For some context, I was looking at a study by



          12   the American Academy of Actuaries that came out just two



          13   months ago, and there were four or so facts that stood out



          14   to me.  And these are just more macro-level as I digest



          15   everything from the carriers.



          16              But first was that, in the US, the percentage



          17   of people aged 65 or older used to be, not too long ago,



          18   8%, so about one in 13.  But in the not too distant



          19   future, it will be 20%.  So, an increase of more than



          20   doubling.  One in five will be over the age of 65.  So,



          21   that struck me.



          22              Second was, just kind of putting numbers to
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           1   things that we hear sometimes.  The fertility rates are



           2   dropping in the US.  It's true that what I had heard a



           3   long time ago, that in the '60s, the average family's



           4   number of children was 2.2.  That's down to 1.4, so



           5   there's fewer family caregivers available.



           6              Third, that private savings are decreasing.



           7   That as a percentage of the gross domestic product, not



           8   too long ago was -- 20% was personal savings.  That's down



           9   to 15%, so less funds available.



          10              And another piece of information from Health



          11   and Human Services was that, in 2016, of all those turning



          12   age 65, 70% of them will need long-term care.  And of



          13   those 70%, 20% will need care more than five years.



          14              So, the confluence of all those things points



          15   to the gravity and the complexity of this issue and the



          16   fact that it will only become more prominent.



          17              I've begun to see comments that have come in.



          18   Dr. Miller, I've read your thoughtful comments.  I



          19   appreciate those.  And I see the crushing impact, the real



          20   impact, to the insureds, who did a good thing in buying



          21   coverage.



          22              I've also begun to go through, along with my
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           1   team, the 29 long-term care filings we have in, and I've



           2   begun to get a sense - and appreciated listening to all



           3   the presenters - of the deteriorating experience.



           4              So, where that leads me, just to -- is being



           5   anxious and hopeful to explore all these options fully and



           6   to come up with equally tangible solutions and options.



           7   So, it's helpful to hear everything you're saying.  I



           8   thank you for that, and I think the aim of all of this



           9   that the commissioner has set up is to collaboratively



          10   explore all these options and come back with something



          11   real that we can -- we can look at together.



          12              So, that's a little bit of my perspective.  And



          13   I'm anxious to continue to learn.  I thank you for the --



          14   for the chance to share that with you.



          15              COMMISSIONER REDMER:  Great.  Yeah, thank



          16   you, Todd.  That's it for the carriers.  Signed up



          17   to speak is Dr. Myron Miller.



          18              Sure.  If you wouldn't mind coming up.  And



          19   I'll also point out that Dr. Miller has submitted written



          20   comments that will be posted, as well.



          21              DR. MILLER:  I'm a consumer.  I'm also a



          22   physician of geriatric medicine, so I'm very
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           1   familiar with issues that pertain to older



           2   individuals.



           3              I've had my long-term care policy for about 21



           4   years with John Hancock as an individual policyholder.



           5   I've had three rate increases over the last four years,



           6   with a total so far of 43% increase.  And from what I've



           7   been hearing, I can anticipate additional rate increases



           8   over the next several years.



           9              My concerns are that, like myself, most of the



          10   individuals who are impacted are individuals who are in



          11   the older age group who no longer have, for the most part,



          12   increases in income.  Most of the individuals -- most



          13   individuals are living on relatively fixed incomes, so



          14   that the burden of a rate increase can be quite



          15   substantial.



          16              One of the concerns that I have with regard to



          17   the justification for rate increases is that the long-term



          18   care line often is looked at as a totally independent



          19   entity within the insurance company.  Now, in the case of



          20   John Hancock, I know that John Hancock is a subsidiary of



          21   Manulife, which is a very large insurance company carrying



          22   a wide variety of insurance products.
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           1              I don't know what the percentage of the total



           2   insurance written by Manulife is long-term care, but I



           3   suspect that it's relatively small.  Maybe you can answer



           4   that question for me.



           5              MR. PLUMB:  I don't know in terms of



           6   Manulife.  We've recently responded to a reduction



           7   in terms of requests in terms of our domestic US



           8   company, and I think it's like 20, 25% increase of



           9   premiums, something like that.



          10              DR. MILLER:  All right.  And again, I did



          11   take the opportunity some time back to go online and



          12   pull up Manulife's financial reports, and they



          13   looked to be quite healthy.  They're making very



          14   substantial profits.  And so, my concern is that the



          15   policyholder for the long-term care is bearing a



          16   disproportionately large burden.



          17              In my view, the issue of the actuarial



          18   projections having to do with long-term care really should



          19   be spread over the entire company, and not just within one



          20   line of insurance.



          21              I am certainly aware of the changes in



          22   demographics that impact on long-term term insurance.  As
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           1   individuals are living longer, that's also more money



           2   coming in because to the point -- up to the point where an



           3   individual files a claim, that's more premium money coming



           4   in, so that where life expectancy is going up, so has the



           5   number of years of payment of insurance going up.



           6              I don't -- I don't know to what extent that's



           7   factored into the equation.  Ideally, from an insurance



           8   company's standpoint, you should live to be 90 years old



           9   and drop dead.  Then, you have claims -- premiums coming



          10   in and no claims going out.



          11              The time that individuals spend in states of



          12   disability have generally actually gone down over the --



          13   over years.  One of the facets of long-term care



          14   insurance, at least in my case, and I presume for most



          15   individuals, as you're buying a fixed amount of money for



          16   X number of days of coverage, and to the extent that you



          17   die before your days of coverage are utilized, that's



          18   money that's going back to the insurance company.



          19              If I buy three years of coverage and I -- in a



          20   period of disability for a year and a half, that extra



          21   year and a half of money is going back into the company.



          22              So, I don't know to what extent that also was
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           1   factored into the projections involved in calculation of



           2   rate increases.  And I thank you for the opportunity to



           3   make my views noted here.



           4              COMMISSIONER REDMER:  Thank you, Dr.



           5   Miller.  Does anybody have any questions for Dr.



           6   Miller?  All right.  Thank you very much.



           7              That is all of the folks that have signed up.



           8   However, I will open it up to see if there's anybody,



           9   either here or on the phone, that has additional comments.



          10   Sure, Sally.



          11              MS. LEIMBACH:  Thank you.



          12              COMMISSIONER REDMER:  How are you doing?



          13              MS. LEIMBACH:  I'm Sally Leimbach.  I'm



          14   here today representing MAHU, Maryland Association



          15   of Health Underwriters, and NAIFA Maryland.  The



          16   presentations today from two of the companies



          17   created a question for me, so that is what I would



          18   like to ask.



          19              First, is Kanawha still on the line?  And if



          20   not, then I'll go onto -- I'll let you know what my



          21   question was, Commissioner --



          22              COMMISSIONER REDMER:  Okay.
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           1              MS. LEIMBACH:  -- and perhaps it can be



           2   asked.  The second is for the Unum people.



           3              I have -- I know a lot of the agents in



           4   Maryland.  You could tell from the amount of policies that



           5   are in force.  And I have sold a lot of Unum policies in



           6   the state of Maryland.  We are all going through, as the



           7   agents and brokers, the rate increase pain with our



           8   clients.



           9              One thing that Unum is doing that you did not



          10   mention today - and I wasn't quite sure why - is that when



          11   the letters come from Unum, they make it very clear that



          12   they're looking for 114% rate increase in Maryland over



          13   time, and that there is an alternative for --



          14              Although the increased would only be 15% this



          15   year, Unum's made it clear they're not saying that they



          16   would be granted 15% every year to reach the 114, but for



          17   clients that choose to reduce from the 5% compound to the



          18   3% compound, they are assured not to have a rate increase



          19   until the 114% rate increase is reached by the others.



          20              So, my question is:  I think that's a very



          21   favorable thing; I'm not sure why that wasn't brought up



          22   in the presentation.
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           1              MR. LEMOINE:  Sally, the reason is



           2   because the rate increase that we were discussing



           3   today is for the group business, which doesn't --



           4   it's not -- it doesn't fall within that same bucket



           5   that you've just described.



           6              MS. LEIMBACH:  Ah, I was confused because



           7   you gave statistics about individual as well as the



           8   group coverage.



           9              MR. LEMOINE:  Thank you.  We were trying



          10   to give the whole picture of the insured base, but I



          11   appreciate your feedback, and we will clarify that



          12   next time.



          13              MS. LEIMBACH:  It's very favorable, and I



          14   would like to see other companies do something



          15   similar.  Thank you.



          16              MR. LEMOINE:  Thank you.



          17              COMMISSIONER REDMER:  Before you go, do



          18   you want to pass along the question for --



          19              MS. LEIMBACH:  Yes.  For Kanawha, they



          20   said that for those people who would remove the



          21   ability to have inflation protection, they would be



          22   able to keep whatever benefit they had currently
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           1   reached.  That was good, but I wondered if it was



           2   perhaps like the Unum situation, that that would



           3   only --



           4              But what that means, maybe guaranteed never to



           5   have a rate increase in the future if they did that, or



           6   was it only until the other rate increases had been --



           7   come forth and given to the other people who did not take



           8   --



           9              COMMISSIONER REDMER:  Got it.



          10        Q     -- get that.  Thank you.



          11              MR. HAMMOND:  This is Tony Hammond from



          12   Kanawha.



          13              COMMISSIONER REDMER:  Hey, Tony.



          14              MR. HAMMOND:  They would be able to keep



          15   their current benefit, and they would not be subject



          16   to a rate increase until the full five years had



          17   passed.  And then, they could be -- future rate



          18   increases could come into account.



          19              COMMISSIONER REDMER:  Got it.  Thank you.



          20              MS. LEIMBACH:  Thank you.



          21              COMMISSIONER REDMER:  Appreciate that.  .



          22              Yeah?
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           1              MR. PLUMB:  Is it okay if I address a



           2   couple of the doctor's other questions?



           3              COMMISSIONER REDMER:  Sure.



           4              MR. PLUMB:  Thanks.  First thing you



           5   mentioned about the mortality rates, yeah, you were



           6   definitely right.  Mortality rates are lower.  So,



           7   when we talk about the mortality issue, it's netting



           8   the premiums against the mortality rates.



           9   (Inaudible.)



          10              You also mentioned if someone uses like one and



          11   a half out of three years, and the company gets the other



          12   year and a half.  So, when we price long-term care, we



          13   don't assume everybody is going to use all of their



          14   benefits.  (Inaudible.)



          15              And the other one you mentioned is that the --



          16   that the long-term care issue should be spread among the



          17   rest of the company.  And so, the way long-term care --



          18   so, I don't agree with that.  The way long-term care was



          19   designed and sold and marketed is as a guaranteed



          20   renewable product.  If experience is adverse, then



          21   premiums can be adjusted subject to loss ratio



          22   requirements.
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           1              Guaranteed renewable never talked about, only



           2   if the company is in threat of going insolvent before you



           3   can adjust premiums, or that the whole company is not



           4   making any money.  If that were the case, I would



           5   guarantee you that nobody -- we wouldn't be here today.



           6   Nobody would have ever sold long-term care, and I don't



           7   know what people would do to stay off of Medicaid in order



           8   to get an insurance product.



           9              If a company has to put their whole -- their



          10   whole company at risk for one line of business, you know,



          11   whether it's profits or solvents or whatever, you can't



          12   have one manager bringing the company down.  Companies



          13   wouldn't take that risk.  But thanks for the questions.



          14              COMMISSIONER REDMER:  Any other comments,



          15   here or on the phone?  All right.  So, again, thank



          16   you for participating.  This is all very helpful for



          17   us.  As indicated, Todd is now on board.  I point



          18   out that he said today was his fourth day.  He did



          19   not say it was his last day.  (Laughter.)  So,



          20   that's a good thing.



          21              And we'll have all of this done by next



          22   Wednesday.  Is that right?  (Laughter.)  I was kidding.
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           1              Anyway, thanks again for coming.  We appreciate



           2   it.  Thank you.



           3              (Hearing concluded at 11:15 a.m.)



           4



           5



           6



           7



           8



           9
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          18



          19



          20



          21



          22
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           1   State of Maryland



           2   City of Baltimore, to wit:



           3        I, KALEIGH IRISH, a Notary Public of the State of



           4   Maryland, Baltimore City, do hereby certify that the



           5   within-named proceedings took place before me at the time



           6   and place herein set out.



           7        I further certify that the proceedings were recorded



           8   stenographically by me and this transcript is a true



           9   record of the proceedings.



          10        I further certify that I am not of counsel to any of



          11   the parties, nor in any way interested in the outcome of



          12   this action.



          13        As witness my hand this 15th day of May, 2017.



          14



          15



          16



          17



          18                   ____________________



          19                      KALEIGH IRISH



          20                      Notary Public



          21   My Commission Expires:



          22   October 18, 2020
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APPEARANCES ( Cont i nued) PROCEEDINGS

(Hearing commenced at 10:01 am.)
COMMISSIONER REDMER: Good morning. For
those of you that are here, my nameis Al Redmer.

I NTERESTED PARTI ES:
MYRON M LLER, M D.

NANCY LEI MBACH I've got 10:01. And thisis our second public

hearing on specific carrier rate increases for
long-term care insurance in 2017.
For those of you that are on the phone, if you
could keep us on mute unless you're going to speak, we
would appreciate it, and please do not place us on hold.
Today's hearing will focus on several rate
increase requests now before the Insurance Administration
in the individual long-term care market.
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These rate increase requests come from Kanawha
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Insurance Company proposing increases of 52.09% to 101.14%
phased in at no more than 15% annually, Lincoln National
Life Insurance Company proposing increases of 15%, and
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MedAmerica Insurance Company proposing increases of 9%.
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In the group long-term care market, these

N

o
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include requests from John Hancock Life Insurance Company
proposing adjustments of 5.4 to 43.1% phased in at no more
than 15% annually, The Prudential Insurance Company of
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1 America proposing increases of 15%, and Unum Life 1 done so, along with your name and contact information.
2 Insurance Company of America proposing increases of 15%. | 2 Second, this hearing is not intended to be a
3 These requests affect about 21,000 Maryland 3 debate, but a question and answer forum so that we
4 policyholders. The goal of today's hearing isfor 4 understand the rate increases that are being proposed,
5 insurance company officials to explain their reasons for 5 why, and also get to hear from the consumers. If -- we
6 therateincreases. 6 hope that you've submitted your commentsin writing in
7 We will also listen to comments from consumers, 7 advance. Wewill be posting al written comments on our
8 and we're hereto listen and ask clarifying questions from 8 website, and we will keep the record open until Monday,
9 the carriers and consumers regarding the specific rate 9 March 29th, if anybody has any additional written comments
10 increase requests. 10 to make.
11 Before we begin, | would like to provide an 11 The transcript of today's meeting, as well as
12 update on the MIA's March long-term care briefing. In 12 all written testimony submitted, will be posted on the
13 March of thisyear, the MIA held a public briefing in 13 website. The transcript and written testimony will be
14 which seven new public policy proposals were discussed. 14 available on the MIA's long-term care page, aswell asthe
15 These proposals can be found on the MIA'swebsiteonits | 15 quasi-legisation hearings page. The long-term care page
16 long-term care insurance page. 16 can befound at the MIA website by clicking on the
17 The MIA accepted comments on these proposals 17 long-term care tab located under the quick links section
18 through April the 6th and is presently working internally 18 on theleft-hand side of the homepage.
19 to analyze the recommendations received regarding each of | 19 Asareminder, we do have a court reporter here
20 the seven policies proposed. We will issue an update on 20 with ustoday to document the hearing. When you are
21 thereview in the near future. 21 called upon to speak, please state your name and
22 Finally, I'd like to take a moment to introduce 22 dffiliation clearly for the record. If you are dialing
Page 7 Page 9
1 thefolks who are here with me from the Insurance 1 into the hearing through the conference line, again, we
2 Administration. 2 ask you to mute your phones. Also, anytime before
3 To my right is our new chief actuary, Todd 3 speaking, if you could restate your name and organization,
4 Switzer. And based on long-term care increase requests 4 that would be abig help, aswell.
5 and what's going on with the Affordable Care Act, he has 5 We're going to ask the carriers to come up
6 picked atimely appointment timetojoin us. (Laughter.) 6 individually to speak regarding the rate request. We're
7 But helooks good for 35 years of age, don't you think? 7 goingtodoitinaphabetical order. And thenfinaly,
8 (Laughter.) 8 wewill ask for comments from any consumers or producers.
9 To hisright is Adam Zimmerman, who isan 9 With that, let's get started. And first, we
10 actuaria analyst. And then to my left isBob Morrow, our | 10 have John Hancock.
11 associate commissioner of life and health. And to his 11 MR. PLUMB: Over here?
12 leftis Jeff Ji, also asenior actuary. 12 COMMISSIONER REDMER: Yes, sir, thank
13 Also with us from the Insurance Administration, 13 you.
14 scattered around, is Nancy Muehlberger; with our officeof | 14 MR. PLUMB: Good morning. And thank you,
15 the chief actuary, Denise Sellers; Nancy Egan, Craig Prem, | 15 Commissioner Redmer and staff for alowing usto
16 Lindsey Powell, Tracy Imm, Joe Sviatko, and Jeffrey Gross. | 16 participate in this hearing today. My nameis David
17 I'm going to go over just a couple procedures 17 Plumb from John Hancock Life Insurance Company, vice
18 before we begin. First of al, out in thelittle hallway, 18 president in charge of the long-term care management
19 thereisahandout that includes all of our contact 19 program.
20 information onit. Please make sure that you get a copy. 20 I'm going to start off by saying that long-term
21 If you would like to speak today, we would ask youtosign |21 care, really how important this product is. Long-term
22 up on the sheet of paper out there, if you haven't already 22 care services can cost tens of thousands of dollars, and
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1 that can easily deplete someone's savings, and then some. 1 time. We'realso seeing ahigher rate of claimsand
2 Pooling your risks with others through insurance is much 2 longer-lasting claims than expected at those ol der ages.
3 more affordable in trying to earmark savings, in other 3 | think the rate adequacy and the regulatory
4 words, cut costs. 4 consistency are really critical for thisinsurance policy.
5 So, we have filed for premium increases on two 5 It'son aguaranteed renewable basis, which means that
6 of our group long-term care policy forms sold primarily 6 premiums can be adjusted to reflect changing experience
7 from 1998 to 2010, which impact about 8000 of Maryland's | 7 subject to loss ratio.
8 insureds. The average rate increase requested is 11%, 8 We recognize that premium increases may be
9 while the maximum increase is up to 42%. 9 difficult for many customers and have taken some major
10 After the requested increase, our lossratio 10 stepsto help ease the burden on our insureds. We have
11 for these products would be 85%. And for thoseincreases | 11 applied the more restrictive rate stability rules for our
12 that are greater than 15%, we would phase the increases 12 pre-rate stability block of business. We have ensured
13 over atwo or three-year period, with no morethan 15%in | 13 that the resulting premiums on our in-force business are
14 any one year, per the Maryland regulations. 14 not more than what we're charging for current business
15 And approving the phased-in proposed increase 15 premiums. Infact, they're substantially less.
16 to 15% would allow usto offer our future inflation 16 We have provided typical benefit reduction
17 reduction landing spot to 750 of Maryland'sinsureds. And | 17 alternatives to mitigate premium increases, such as
18 well talk alittle bit more about the landing spot in a 18 benefit periods and daily benefits. We're offering a
19 few minutes. But first, | want to talk about why we've 19 contingent nonforfeiture benefit to all insureds,
20 proposed the rate increases. 20 regardless of whether or not the rate increase triggers
21 So, long-term careis avery long duration 21 the benefit based on the NSE guidelines.
22 product. Most people buy in their 50s and 60s, and most | 22 But most importantly, in 2010, we have
Page 11 Page 13
1 peopleclaimintheir 80sand 90s. And long-term care 1 pioneered aunique and innovate alternative to offset rate
2 usage and expenses are very difficult to predict from 2 increases for those customers who have automatic inflation
3 decadesinto the future. 3 increases. We do this by lowering the future inflation
4 And providers of this product -- and because of 4 increases on a prospective basis. We call thisthe future
5 that, providers of this product need to be able to adjust 5 inflation reduction landing spot, or landing spot for
6 premiumsto reflect changing experience. If not, | don't 6 short.
7 think there would be any kind of a market for this type of 7 Past inflation accruals are retained by the
8 insurance. Many, many more people would deplete virtually | 8 policyholder, and only the future accrual rates are
9 all of their assets on care costs and then, you know, end 9 reduced. For these two policy formsin thisfiling,
10 up relying on Medicaid programs for their care. 10 customers who have 5% inflation can fully offset the rate
11 And most of the earlier premium increases were 11 increase of about 43% by reducing their future inflation
12 dueto lower than expected voluntary lapse rates. | think 12 accruals from 5% to 3.9% to keep the inflation increases
13 that's pretty much behind the industry at this point, and 13 that they accrued in the past at 5%.
14 most premium rate increases are driven by mortality and 14 We developed this option to help our customers
15 claims experience. 15 retain their valuable coverage. We don't want our
16 It's still arelatively young industry, and 16 policyholdersto lapse and get little or no value for
17 many companies have just recently started to get a 17 their policies. Our experience has shown that this really
18 significant amount of claims data at the older attained 18 has helped customers retain their coverage.
19 agesand later policy durations, and that's where the vast 19 In our prior experience nationwide, we have
20 majority of claimswould happen with this product. 20 seen an average shock lapse of only about 2.5%, where our
21 At John Hancock, we're seeing more people than 21 average rate increases have been about 35%, and much of
22 expected living for alonger -- for longer periods of 22 that result has been due to the landing spot that we offer
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1 customersin most states. 1 side, which was the subject of an earlier --
2 Educating our consumers regarding their rate 2 MR. JI: Okay.
3 increases and aternativesis very important to us. We 3 MR. PLUMB: -- hearing.
4 describe and illustrate the options available to customers | 4 MR. JI: 1 would like to know, do you
5 inthe notification package. We notify customersat least | 5 have some other filings to file to usin the near
6 90 days before the rate increase takes effect, give them 6 future?
7 timeto make an informed decision, whether to choose the| 7 MR. PLUMB: Yes. We have recently
8 rateincrease or to reduce their coverage. And of course, | 8 completed the new claims study that will result in
9 they can also call our dedicated and knowledgeable 9 additional increases on our individual block. But
10 customer service staff if they have any questions. 10 we have no plansto file any additional increases on
11 So, thank you again for allowing me to address 11 the group block.
12 our current filing. This matter isimportant to long-term | 12 MR. JI: Okay.
13 careinsurance and to al of our customers. I'm happy to | 13 MR. PLUMB: It doesn't mean we won't, |
14 answer any questions that you may have. 14 mean, aslong as our experience pans out the pay we
15 COMMISSIONER REDMER: Dave, thanksfor | 15 expect it to.
16 comingin and being herein person. | appreciate 16 MR. JI: Thank you.
17 that. | do have one question to understand alittle 17 MR. MORROW: | have aquick question.
18 bit about your distribution system. Do you happen 18 You mentioned 53% of the people have taken the
19 to know what percentage of your policyholders have 19 landing spot option.
20 an active current relationship with an adviser? 20 MR. PLUMB: Yes.
21 MR. PLUMB: Yeah, | guess| don't know 21 MR. MORROW: Over how long a period of
22 for sure. If | had to guess, | would say it's 22 time hasthat --
Page 15 Page 17
1 probably right around 50 to 60%. And some 1 MR. PLUMB: | guess since we started
2 relationships are more active than others. 2 offeringitin 2011, we've had two nationwide major
3 COMMISSIONER REDMER: Sure. Andyoumay | 3 rateincreases, so most states, they've had it
4 have stated thisand | missed it. What percentage 4 availableto them twice. And each time, 53% of
5 of thefolks actually take the landing spot, as 5 thoseeligible have taken it.
6 opposed to paying the increase? 6 MR. MORROW: Thank you.
7 MR. PLUMB: It's been -- 53% has been our 7 COMMISSIONER REDMER: Adam, do you have
8 experience, of those eligible for the landing spot, 8 anything?
9 havetakenit. And actualy, the lapse rate on 9 MR. ZIMMERMAN: Just one question. So,
10 those people has been even lower than the 2.5% that 10 regarding thelanding spot. If weonly -- dueto
11 | gaveearlier. That includes everybody. 11 the Maryland statute, if we phased in, would that
12 COMMISSIONER REDMER: Todd, questions? | 12 not be an option available to the consumer, is that
13 MR. SWITZER: Not at thistime. 13 correct?
14 MR. JI: | have aquestion. 14 MR. PLUMB: Right. Right, and | can
15 COMMISSIONER REDMER: Go ahead. 15 explainthat, if you'd like, because | know there's
16 MR. JI: So, you held four or five 16 been some discussion of that in prior hearings,
17 filings? 17 whether you can or can't, for the landing spot.
18 MR. PLUMB: Four or five what? Sorry. 18 The reason we can't do it is because it's very
19 MR. JI: Four or five filings? 19 complicated having 5% from the first X number of years,
20 MR. PLUMB: We have one filing covering 20 and then 4.5% for one or two years, and then 4%, you know,
21 two products on the group side, and then we have one 21 keeping track of all that.
22 filing covering three products on the individual 22 Systems are usually built to have oneinflation
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1 rate over thelife of the policy, and we've done alot of 1 think, December of 2015, implemented during 2016.

2 systemswork to be able to do a couple of different 2 We initialy filed another 15% increase

3 changes. 3 December of 2016 but, in discussions with the department,
4 But the more changes you do, it just becomes 4 have decided on the current increase filing that we have
5 totally unworkable. Even the number of rates that you 5 out there that would be actually multiple years at 15%.

6 haveto keep up file can be like 16 times what you'd 6 And if there are any questions about that, I'm happy to

7 normally have to have, if you keep offering that over and 7 answer.

8 over again. 8 MR. ZIMMERMAN: Hi, Tony. Thisis Adam

9 COMMISSIONER REDMER: Thank you. Anybody | 9 Zimmerman. Could you explain the logic about what
10 else? All right. Dave, appreciateit. Nextis 10 theadditional consumer protections that would be
11 Kanawha 11 builtin, alowing this phased in rate increase?
12 MR. HAMMOND: Yes. Good morning. And | 12 MR. HAMMOND: Do you mean in terms of the
13 want to thank you for the opportunity to discuss 13 optionsthat we offer in lieu of the rate increase?
14 thiswith people. And I've got with me a couple of 14 MR. ZIMMERMAN: Yeah. In particular, the
15 our rating actuaries. My nameis Tony Hammond. I'm 15 inflation -- the inflation buy-down that was filed
16 the market vice president for Kanawha Insurance and 16 intherate request.

17 for Humana, who owns Kanawha Insurance. 17 MR. HAMMOND: Right. Andwould you like
18 Let me give you alittle background, if | 18 to addressthat, Sean? I'm going to let one of our

19 could. Humanabought Kanawhain -- around 2007. And at | 19 rating actuaries address that because he's the most

20 that time, we purchased a small block compared to some of | 20 familiar with it.

21 the other folks you're going to be talking to today. 21 MR. MENDES: Yeah. So, thisis--1'm

22 About 30,000 policies with long-term careinsurance. We | 22 Sean Mendes. And with the buy-down, what we were

Page 19 Page 21

1 have about 200 current policyholdersin Maryland, andthe | 1 offering was that -- we wanted to implement alarger

2 rateincreasesthat we filed are really addressing the 2 rateincrease, or have ahigher rate increase

3 couple hundred percent loss ratios that we look at for the 3 applied to the multiyear 15% increase. And then if

4 future here. 4 amember hasinflation, they could just fully avoid

5 And we filed for increases, particularly on the 5 all of those rate increases by just -- by dropping

6 inflation policyholders, that would address some of that 6 their inflation coverage, but keeping whatever their

7 lossratio and at the same time try to limit the increases 7 accrued daily benefit is at currently.

8 to 15% ayear, but do it over multiple years. So, | 8 Because most of our policies have beenin

9 redlizetheincrease may sound large, but the ideais that 9 effect for over -- for long-term care, for over 12 years,
10 wewould implement it over several years. 10 meaning that's about -- | think it's 180% - that's just
11 Some additional background is, when Kanawhawas | 11 from off the top of my head - that their daily benefit has
12 purchased by Humana, reserves were at a-- several hundred | 12 accrued.

13 million local, and we've spent over billion dollarsin 13 So, they may get more benefit on a-- keeping
14 reservesto the overall book of business since then, 14 their premium stable where they're at, and keeping their
15 trying to address the loss ratios for the book business 15 daily benefit at the exact level that it's at currently

16 and therisk that was being assumed. At thetime, that 16 for the remainder of their policy.

17 was not really known. 17 MR. HAMMOND: So, if | can summarizeit,
18 But Humana has really stepped up to the bar, so 18 what we've offered isthat they could keep their

19 to speak, to make sure that we're covering the liabilities 19 current daily benefit, whatever it has accumulated

20 that exist there. In fact, most recently, we added a 20 to, without paying any additional increase of

21
22

large amount to reserves at the end of last year. We've
received arecent increase of 15% that was approved, |

NN
N B

premium.
And there would -- but there also would be no
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1 longer any inflation. Theinflation rate would basically 1 think you probably use the same study for both
2 drop to 0% on these policies. And then, of course, we 2 sides, right?
3 havethe standard. If they want to change out the 3 MR. HAMMOND: Yes, were using the
4 benefits, if they want to change elimination periods, the | 4 Milliman data, as well as we look at the society
5 standard nonforfeiture for RPU is always available. 5 studiesthat come out.
6 COMMISSIONER REDMER: Andwhat'sthe-- | 6 And we update the reserves about every three
7 what'sthe projected loss ratio if you get the 7 years, | would say, the assumptions on the reserves, we
8 increase? 8 actualy unlock for the active life reserves. But we're
9 MR. MENDES: Wéll, there are -- | think 9 constantly looking at that every year and reviewing it for
10 it'sabout 190%. 10 appropriateness. And they've been updated recently.
11 MR. HAMMOND: 185.6, | am told. We will 11 MR. J: Okay. So, would that change
12 make sure we validate that. But about 186. 12 your overal rate increase target, based on the new
13 COMMISSIONER REDMER: And what wasthe | 13 assumption?
14 projected loss ratio back in 2007 when Humanabought | 14 MR. HAMMOND: Our origina filing, okay,
15 you? 15 had lower loss ratios than what our current
16 MR. HAMMOND: WEéll, I'm not sure | can 16 assumptions would show, yes.
17 answer that question. | do know in general, we were 17 COMMISSIONER REDMER: Okay. Anybody
18 told that thereisa-- and I'll call it a 10s of 18 else?
19 million-dollar problem that might cometo roost in 19 MR. MORROW: Onelast question. Thisis
20 10years. And certainly would not describe to us as 20 Bob Morrow. You mentioned that you're looking at a
21 having to add a billion dollarsin reserves, that 21 15% rate increase over a number of years.
22 would befor sure. 22 Currently, how many years does that plan to be?
Page 23 Page 25

1 MR. J: So, how often do you -- do you 1 MR. HAMMOND: Fiveyears.
2 experience studying? Do you use -- do you do that 2 MR. MORROW: Okay, thank you.
3 in-house, or use outside consulting firms? You 3 COMMISSIONER REDMER: Todd? (Mr. Switzer
4 know, what do you notice from your experience? 4 shook his head.) Tony, thank you very much. |
5 MR. HAMMOND: We currently havein-house 5 appreciateit.
6 actuaries, and we have a external consultant, 6 MR. HAMMOND: Y ou're welcome.
7 Milliman, who reviews alot of our work, certainly 7 COMMISSIONER REDMER: Next, we will go to
8 peer reviewsit, and also helps give us some 8 Lincoln National.
9 guidance on how to do both the projections, the rate 9 MS. KIM: Good morning, Commissioner
10 filings. 10 Redmer and Maryland Insurance Administration staff.
11 We use some of their models for doing the 11 My nameisKristen Kim, and | am the actuary at
12 reserves and reviewing the reserves. We also have worked | 12 Trustmark Insurance Company that is currently
13 with Long-Term Care Group on doing some peer review of | 13 administrating the closed block of Lincoln National
14 some of our reserve processes. 14 long-term care policy.
15 MR. JI: How often do you update your 15 On behalf of the Lincoln and Trustmark, | would
16 assumptions? 16 liketo thank you for providing me with the opportunity to
17 MR. HAMMOND: I'm not sure| can say 17 present information concerning the two long-term care
18 exactly. It seemsto be about every three years or 18 forms, HR2500AA and HR2950AA, which was issued by Lincoln
19 sothat we're -- you're talking about how often do 19 National Life Insurance Company.
20 werenew the assumptions for the reserves, or for 20 Before | dive into the details behind the rate
21 therates? 21 increasefiling, | would like to provide some background
22 MR. JI: For rates, reserves, both. | 22 regarding the two long-term care forms, HR2500AA and
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1 HR2950AA. Theseformsare very similar productsthat were| 1 Another option is reduction in policy benefits, anywhere
2 issued in the early 1990s. It wasissued from 1991 to 2 from lowering daily benefits to reducing benefit periods.
3 1996 nationwide. And then, subsequently, Lincoln ceased 3 We currently do not offer any inflation landing
4 marketing the product and then transferred the 4 spot optionsin lieu of the rate increase in Maryland or
5 administration of the business to Trustmark in 1997. 5 any other state. However, we do offer the option for the
6 There were approximately 5900 policies that 6 insured to remove the benefit.
7 wereissued nationwide, of which 550 policies were issued 7 In order to improve communication with our
8 inMaryland. Currently, we have about 1700 in force 8 policyholders about their optionsin connection with the
9 nationwide, and then about a 148 -- actually, 148 policies 9 rateincrease, we invite the policyholder to call our
10 inforcein Maryland. These policieswere issued with 10 customer service to further discuss their personalized
11 benefitsthat were not currently available, readily 11 optionsthat will alow the current policy to meet
12 available, in the current marketplace. 12 coverage and financial needs.
13 Our in force policies comprises of 13 | would like to close by again emphasizing that
14 approximately half. With lifetime benefits, about 40% of 14 thelifetimelossratio required for these closed block of
15 the policyholders purchased 5% cost of living adjustment 15 businessis 60%, and we are currently projecting 85%
16 benefits, and then we have about 9% of insureds with 16 lifetimelossratio. The requested rate increaseis
17 return of premium benefits. 17 primarily designed to mitigate or reduce the losses and
18 Since these are closed block of business, they 18 not to be profitable for the company.
19 are pre-rate stability business. Our requirements are to 19 Itisin our both policyholder and company's
20 meet the minimum lifetime lossratio of 60%. Our current | 20 interest to continue to monitor the business and create a
21 nationwide projected lifetime loss ratio, which is 21 financially stable business that will have adequate funds
22 adjusted to account for Maryland premium levels, is well 22 necessary to pay current and future claims. We look
Page 27 Page 29
1 above 60%. It's actually 85%. 1 forward to continuing with Maryland Insurance
2 For thisround of rate increases, we are 2 Administration in the rate increase process. Thank you
3 requesting an increase of 15%. We understand that the 3 again for giving me the opportunity to speak today on our
4 significant increaseis a challenge for the insured, so 4 pending rate increase.
5 our strategy for the block isto request gradual rate 5 COMMISSIONER REDMER: Thank you, Kristen.
6 increase and continue to monitor the business annually to | 6 Any questions for Kristen?
7 determine further need. 7 MR. JI: | would like to know your
8 We would like to point out that our current -- 8 credibility standard when you do the -- when you
9 our rate, even if we get 15% rate increase, will provide 9 generate the assumption. Can you explain that a
10 better benefits with lower premiums than long-term care | 10 little bit?
11 productsthat are currently offered in the marketplace. 11 MS. KIM: Yes. So, what wedidiswe
12 Thisrate increase is necessary, mainly dueto 12 hired Milliman to review our block of business, and
13 initial pricing assumptions in the early '90s not being 13 then what they did is they used their Milliman
14 met. Infact, aswe al know, the lapse and the mortality | 14 long-term care claim database, and they incorporated
15 assumptions, aong with morbidity assumptions, were far | 15 our -- you know, our block of business doesn't have
16 too aggressive during theinitia pricing of the -- 16 asmany policiesin force, so they used alittle bit
17 pricing of the products. 17 of our data, but then we used most of the Milliman
18 In order to soften the impact of the rate 18 long-term care claims data to come up with the
19 increaseto our insureds, the company will providetwo | 19 morbidity assumption.
20 alternative optionsin lieu of therateincrease. Theone |20 MR. MORROW: ThisisBob Morrow. | just
21 option isthe paid-up coverage that will provide paid-up |21 want to make sure I'm clear on the aternatives.
22 insurance with no further future premium required. 22 Y ou mentioned there were two aternatives. One was
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1 toelect paid-up coverage. The second was reduction 1 our rate increase request for simplicity. Our premium
2 inpolicy benefits. And then you aso -- but you 2 ratefiling was more recently submitted on April 27th, and
3 aso-- you aso mentioned you could remove cost of 3 the administration actuarial team has just begun its
4 living adjustment, is that correct? 4 review of that file.
5 MS. KIM: Correct, yes. So, when we do 5 Our later generation products, known as
6 removethe cost of living adjustment, what we do is 6 FlexCare and Transitions, were priced and approved in 2010
7 wejust keep the current benefit amount. So, if 7 and after and are not in need of rate increases at this
8 they accrued several hundred, then that's basically 8 time. None of these policy formsis being marketed any
9 what we're going to calcul ate the premium at and 9 longer in Maryland or any other jurisdiction. In early
10 make surethat it doesn't accrue any further 10 2016, MedAmerica ceased sale of LTC policies nationwide.
11 adjustments going forward. 11 However, we remain committed to providing
12 MR. MORROW: Okay. Thank you. 12 promised LTC benefits to the over 100,000 people across
13 COMMISSIONER REDMER: Anybody else? All | 13 the country, including over 400 in Maryland, who rely on
14 right. Kristen, thank you. Nextis-- 14 usto continue their coverage long into the future.
15 MS. KIM: Thank you. 15 We believe the premium rate increases are
16 COMMISSIONER REDMER: -- MedAmerica. 16 necessary now to ensure our ability to pay LTC claimsin
17 MR. KINNEY: Will you hear meif | talk 17 thelong-term. Like most insurance carrierswho sold LTC
18 loudly without the mike? 18 policies, MedAmerica has experienced significantly
19 COMMISSIONER REDMER: No. 19 unfavorable changesin policy persistency, morbidity, and
20 MR. KINNEY: Commissioner Redmer, 20 interest since the time the earlier generation policies
21 Insurance Administration staff, and guests, thank 21 were priced and issued.
22 you for the opportunity to appear regarding our 22 The adverse experience threatens the financia
Page 31 Page 33
1 long-term carerate increase filings. My nameis 1 health of MedAmerica, especially since we are amonoline
2 Pat Kinney. I'm managing actuary of the long-term 2 long-term care company. There's no other insurance
3 care pricing at MedAmerica | nsurance Company. 3 productsto offset projected shortfalls from long-term
4 Today's hearing involves our requested 9% 4 care coverage.
5 premium rate increase on our Simplicityii product. This 5 We acknowledge that there has been one product
6 policy form wasissued in Maryland from June 2008 to April | 6 15% increase on our Simplicityii policy form, two prior
7 2014 and covers 180 individua policyholdersin the state. 7 15% rate increases on our simplicity policy form, and a
8 Our current request is afollowup to the 15% 8 cumulative 39% increase on the policy forms during the
9 rateincrease filed by the MIA in December 2015. If 9 years 2010 through 2014.
10 accepted by the administration, the current 9% request 10 In each case, including the current rate
11 will bring our accumulative rate increase in Maryland up 11 increasefilings, larger premium rate increases were and
12 to the average 25% that MedAmerica has determined is 12 are actuarially justified and supportable under lossratio
13 necessary to certify the rate stability on this policy 13 and rate stability regulation.
14 form. 14 Although MedAmerica recognizes that annual rate
15 In addition to our Simplicityii product, 15 increases are limited to 15% per the Maryland regulation,
16 MedAmericaalso hasrate increase requests pending with | 16 the actuarial memorandums associated with our rate filings
17 the administration on our other legacy products. 17 present the experience analysis of projections justifying
18 Simplicity, which was issued in 2005 to 2008 and 18 thefull rate increases we believe to be necessary.
19 premiered -- what we refer to as series 11 and prior, 19 We feel that this transparency provides
20 which wasissued in 1996 through 2005. 20 consumers with a more complete picture of financial risks
21 MedAmerica has submitted written testimony for 21 tothe company. If the administration were to accept rate
22 the public hearing on October 27th of last year regarding 22 increases greater than 15%, the company is prepared to
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1 offer multiple year phases and increases and will consider 1 ensurethe very best service and support when they need it
2 other options that may be available to reduce the impact 2 most.

3 onour consumers. 3 Over 90% of claimants surveyed has said their

4 We understand that the administration is 4 experience with MedAmericais above average or excellent,
5 considering policy proposalsthat may allow for phased-in | 5 and our averagetimeto pay claimsis 36 days. We believe
6 increasesin the future. MedAmerica supports the idea of 6 this service excellenceis a critical component to

7 dlowing phased in rate increases, whether or not they are 7 fulfilling our promises and taking care of our insured and

8 accompanied by alternatives such as landing spots. 8 will continue to provide thislevel of service going

9 Allowing a carrier to phasein actuarially 9 forward.
10 justified premium rate increases over severa yearsgives | 10 In closing, I'd like to reiterate that, despite
11 theinsured definite knowledge of futureratelevels. The | 11 thefact that we no longer sell long-term care insurance,
12 consumer can then make a decision about appropriate 12 MedAmericaremains committed to delivering on al of our
13 affordable future benefit levels with the advantage of 13 promisesfor our customers.
14 more complete information about future premiums than the | 14 Granting actuarialy justified rate increases
15 present regulatory structure employs. 15 will help assure we have the financial strength to
16 Like the administration, MedAmericais also 16 continue providing the benefits and service our insureds
17 concerned about consumer protection. Our rateincreases | 17 expect and deserve. Thank you for your time and

18 are determined so that the company is sharing the cost of 18 consideration, and I'm happy to answer any questions you
19 rate increases with consumers and is not attempting to 19 may have.

20 cover past losses. We need to place our closed block 20 COMMISSIONER REDMER: Great. Thank you,
21 long-term care products on amore sound financia footing | 21 Pat. Any questions?

22 for thefuture. 22 MR. JI: Sincethis product is relatively

Page 35 Page 37

1 Similar to prior increases, MedAmericais 1 new, | would like to know, how do you originally

2 offering insureds affected by the premium increase the 2 use-- what kind of -- to pick your assumptions for

3 option of reducing their policy benefits to provide 3 pricing?

4 flexibility of choice to those insures who wish to 4 MR. KINNEY: The Simplicityii product was

5 maintain a premium level reasonably similar to what they 5 pricedin-- | think it was 2007, | believe, to be

6 were paying prior to the rate increase. 6 issuedin 2008. We had been working with Milliman

7 Furthermore, MedAmericais offering a petition 7 consultants at that time, so our pricing was based

8 onforfeiture or CNF benefit to all insureds affected by 8 on Milliman studies.

9 therateincrease, which means that a policy that lapses 9 Our updated assumptions are also based on

10 premium payments due to the requested rate increase 10 Milliman studies, although this particular rate increase
11 remains€eligibleto receive some level of paid-up benefit 11 wasfiled with a different consultant.

12 inthefuture. 12 MR. JI: So, basically, you aretotally

13 To help consumers navigate their options, make 13 relying on consultants for pricing, or?

14 premium payments, accept the reduced CNF benefit, or claim | 14 MR. KINNEY: We have avery small staff

15 abenefit reduction option that best suits them, our 15 of pricing at MedAmerica. Our planisto begin

16 insureds are encouraged to call our toll-free customer 16 filing in-housein the future. But up until now, we

17 service phone number because each policyholder isunique, | 17 rely on consultants, yes.

18 and MedAmericaworks with each person individually. 18 COMMISSIONER REDMER: Okay. Anybody
19 We continue to pride ourselves on providing 19 else? All right, Pat, thank you very much. And

20 qudlity claims service to our insureds. Each claimant is 20 next, we will go to Prudential.

21 assigned a dedicated personal care adviser who establishes | 21 MR. BURNS: Isthison? Hi, I'm Keith

22 arelationship with the insured and their familiesto 22 Burns. I'mvice president and actuary with
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1 Prudentia Insurance Company. | want to thank 1 leading to more policyholders living to the older ages,

2 Commissioner Redmer, your staff, aswell asthe 2 when long-term care claims are most prevalent. Due to the
3 consumers and other interested parties joining us 3 lower voluntary lapse rates and mortality, it is assumed

4 today. 4 that asignificant number of policyholders remainin force
5 Prudential is currently seeking a 15% rate 5 during their older ages, when they're more likely to go on
6 increase on our group -- one of our group long-term care 6 claim, which isgood, asthisiswhat coverage is intended
7 insurance plansfor GLTC3, sold in Maryland beginningin | 7 for. But as-- but it was not anticipated at this level

8 2002. And the proposed increaseisin accordance withthe | 8 at thetime the policy was originally priced.

9 15% cap, per the Maryland regulation. 9 The current rate increase request isintended
10 Based on our experience, we do believe a higher 10 to partially but not fully offset the adverse experience.
11 increaseis needed and justified, but that would only be 11 Therefore, additional future rate increases may be needed.
12 22% for this product at this time, given where our 12 Prudential understands that these rate
13 assumptions are at. 13 increases can be challenging for some policyholders. In
14 We have 2,126 policyholdersin Maryland that 14 an effort to ease the situation for the policyholders and

15 areontheimpacted policy. The average amount of 15 to help mitigate the impact -- mitigate the rate -- the

16 increaseis $14 per month. Prior increases that we have 16 rateincrease, policyholder notification letters will

17 implemented at -- in Maryland was approved a couple years | 17 offer anumber of alternative optionsto the rate

18 ago and, you know, it was not sufficient at the time. 18 increase, aswell as an 800 number to ask questions and
19 That'swhy we're continuing to seek some additional 19 request more information.

20 increases. 20 Customer service center representatives and the

21 A large mgjority of the policyholders that were 21 call center have been trained to handle rate increase

22 impacted by that original increase did continueto pay the | 22 situations. The call center's 100% dedicated to

Page 39 Page 41

1 higher increased amount. In fact, about 93% continued 1 Prudentia long-term care matters.

2 paying the higher percent. We did have some that offered 2 The policyholders will have voluntary options

3 totakelower benefits. That was around 5%. And around 3 to mitigate the rate increase, which include reducing

4 2% lapsed their policy and were provided with forfeiture 4 policy benefits or removing optional riders that provide

5 benéefits. 5 additional benefits.

6 The primary factors, as you heard, and we 6 Or, they can stop paying premiums and exercise

7 discussed earlier, for the industry is deterioration of 7 their nonforfeiture benefit, which is available to all

8 experience with regard to voluntary |apse, mortality, 8 insureds, regardless of their age or size of increase. An

9 morbidity, aswell asinvestment earnings. Accumulated 9 impacted policyholder can also elect to pay the increased
10 policy reserves have been significantly less than 10 premium and maintain all of their current existing

11 anticipated due to the low interest rate environment. 11 benefits.

12 Prudential's rate increase that we're 12 As stated in this testimony, Prudential does

13 requesting now is primarily around -- due to voluntary 13 understand the challenges to the policyholders when rates
14 lapse of mortality being much lower than anticipated. 14 areincreased. Rateincreases are needed to help ensure
15 Long-term care insurance is a lapse-supported 15 the future premiums, in combination with existing

16 policy, meaning premiums were developed assuming that the | 16 reserves, will be adequate to fund anticipated future

17 reservesthat were set aside for those policyholders that 17 claims. By providing a number of options, we will assist
18 lapsed will help fund the remaining policyholders when 18 policyholders with opportunities to minimize the impact of
19 they goon claim. But the current policyholders 19 arateincrease. And we appreciate the department's time
20 experience reflects our ultimate lapse rate is currently 20 and attention to this matter and are available for further
21 around 0.7%, whereit was originally priced at 3%. 21 questions and discussion.

22 Also, our mortality rates continue to fall, 22 COMMISSIONER REDMER: Okay. Any
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1 questions? 1 policies. Under that block of policies, the total number
2 MR. JI: So, for the -- | mean, the -- 2 of insureds with coverage that would be impacted by this
3 your schedule for the future rate increase, can you 3 requested increase would be approximately 10,000 insureds.
4 givealittle detail about that? 4 And I'll provide abit more detail about those insuredsin
5 MR. BURNS: For this product, we were 5 just aminute.
6 seeking 40% intotal. We have received a 15% 6 We at Unum take our commitment to our LTC
7 increase acoupleyearsago. If we get the 15% this 7 policyholders very seriously. We have ateam of over 180
8 go-around, then there would be another roughly 6% 8 LTC professionals dedicated to providing customer service
9 coming up. That'sal compounded to get to the 40. 9 and administering benefits. Our top priority isto meet
10 MR. JI: Okay. 10 our obligations to each of our customers, including
11 MR. MORROW: We're good. 11 providing benefitsin their time of need.
12 COMMISSIONER REDMER: Todd? All right. |12 During 2016, we paid approximately $450 million
13 Kaeith, thank you very much. 13 inlong-term care benefits nationwide and paid over $7.3
14 MR. BURNS: Thank you. 14 million in long-term care benefits to Maryland
15 COMMISSIONER REDMER: And then, wegoto| 15 policyholders.
16 Unum. 16 Another priority of oursisto manage al of
17 MR. LEMOINE: Good morning. Everyone 17 our insurance products to ensure the financial stability
18 hear me okay? | found the on-button. Good morning. 18 of our operating companies for both the short-term horizon
19 My nameis John Lemoine, and with me is Jake L ucas. 19 and for long-term stability. Thisis extremely important
20 On behalf of Unum, we thank the Maryland Insurance 20 not only for our LTC policyholders, but for all of our
21 Administration, Commissioner Redmer, and each of you |21 policyholders.

22 who are participating or attending today in this

N
N

When Unum entered into the LTC business in the

Page 43
1 hearing.
2 | am the assistant vice president and special
3 counsdal for Unum's closed block business operations unit.
4 Jake Lucas, who iswith me here today, is aso a member of
5 that business unit, and heis our chief pricing actuary
6 for long-term care products.
7 The closed block of business unit at Unum is
8 comprised of products that Unum no longer markets,
9 including long-term care. Long-term care insurance
10 policies represent about half of the annual premium of
11 Unum's closed block of business.
12 Unum exited the individual long-term care
13 market in 2009 and exited the group long-term care market
14 in2012. Thevast mgjority of our LTC policies were
15 issued between 1989 and 2012.
16 Unum has close to one million LTC insureds
17 nationwide, including approximately 3800 Maryland
18 individua LTC policyholders and approximately 15,000
19 peopleinsured through group LTC policiesissued to
20 Maryland employers.
21 As context for today's hearing, our pending
22 increaseisfocused on our older block of Maryland group
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late 1980s, we determined our prices using the best data

available at the time, applying assumptions and
predictions about how future experience would devel op.
Unfortunately, like many in the industry, our actual
experience in the years and even decades since we issued
our LTC policies has turned out to be significantly
different than the actuarial assumptions used to set
original prices.

Those factors include the fact that individuals
covered under LTC policies are living longer and holding
onto their coverage longer than anticipated, meaning that
more claims are being made than had been originally
projected.

Also, onceindividuals are on claim, they are
staying on claim longer than expected. And at the same
time, investment earnings on reserves we hold continue to
be significantly lower than originally projected, giving
the sustained low interest rate environment. Asaresult
of the combination of these factors, our LTC block is
suffering significant overall losses.

In 2006, when the financia reality of Unum's
LTC business started to become more clear and credible, we
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1 filed our first LTC rate increases to mitigate financial 1 adjusting daily benefit levels.
2 and enterpriserisk. Our goa inthe LTC rate increases 2 Also, in conjunction with these LTC rate
3 we have requested is not to generate profits, nor to 3 increases, each impacted insured can choose to elect a
4 recover any of the past losses we have experienced. 4 nonforfeiture option, whereby the insured no longer pays a
5 Instead, our LTC rate increase reguests have 5 premium going forward and maintains a reduced amount of
6 been aimed solely at moving our LTC block of businesstoa| 6 coverage equal to the total amount of premiums paid
7 point of self-sustainability on ago-forward basis. We 7 to-date on the palicy.
8 want to ensure that our LTC reserves plus premiums are 8 We at Unum believe that no LTC policyholder
9 sufficient to pay al claims and expenses. 9 should surrender his or her coverage as a result of the
10 With that in mind, the rate increases we have 10 rateincrease, and we believe these options offer
11 requested nationwide on this block of group policy forms | 11 reasonable aternatives at various levels of
12 represent only about 25% of the amount we could ask for is | 12 affordability.
13 actuaridly justified. Herein Maryland, because of 13 In closing, we acknowledge how difficult LTC
14 Maryland's 15% annual rate increase gap, our current 14 rateincreases can be for our policyholders, and we will
15 request isfor that 15% amount. 15 continueto serve our customers as effectively as possible
16 We will continue to monitor and evaluate the 16 by offering reasonable alternatives to manage
17 experience onour LTC business, aswe arechargedtodo | 17 affordability and by providing quality service during the
18 under regulatory and actuarial standards. 18 life of the policy, including, most importantly, at the
19 As mentioned earlier, this pending 15% rate 19 timeof claim. Thank you.
20 increase request would apply to coverage held by about 20 COMMISSIONER REDMER: John -- or, I'm
21 10,000 persons insured under policiesissued to Maryland | 21 sorry, Jake? Did you have anything you wanted to
22 employers. Asadditional context, the average annual 22 add, or?
Page 47 Page 49
1 premium for thoseindividualsis alittle under $600 per 1 MR. LUCAS: No.
2 year, or $50 per month. 2 COMMISSIONER REDMER: Okay. So, John,
3 Furthermore, for many of our group policies, 3 walk through these group policies. Y ou mentioned a
4 the employer paysall or part of the premium. In fact, 4 ot of them are 100% employer paid. So, who --
5 for Maryland group policies, about 70% of insureds have 5 who--
6 their premium paid entirely by the employer asaworkplace | 6 Who owns the contract? Who has the option
7 benefit, with about 30% of the total paying all or part of 7 to-- in other words, kind of the employer makes those
8 the premium for the coverage themselves. Theaverageage | 8 changes on behalf of the employee? And then -- and then
9 of insureds under this block of policiesis approximately 9 finaly, if the employer says"I'm done" and just blows up
10 57 years. 10 the plan, what are the options that the employee has?
11 So, even though we are seeking less than what 11 MR. LEMOINE: Thank you, Commissioner
12 could be actuarially justified, and even though there's a 12 Redmer. So, in essence, the way the group policy
13 highlevel of employer funding on our Maryland group 13 structure works, the employer is the group
14 policies, we at Unum recognize that LTC rateincreasesmay | 14 policyholder. The employer determines the plan
15 present many of our customers with asignificant challenge | 15 designs and options that will be available to the
16 in maintaining their coverage. 16 insureds and their workers, because thisis being
17 As away to reduce the level of their premium, 17 offered as aworkplace employee welfare benefit.
18 every Unum insured under a group policy hasthe right to 18 So, the employer ultimately determines what
19 adjust their benefit features on a go-forward basis. 19 plan designs are available to its employee base. So, it's
20 These adjustments can be made within the coverage options | 20 within that range of options that the employee has the
21 available under the group plan and, depending onthe plan, | 21 ability to choose.
22 might include things like reducing benefit duration or 22 And then, ultimately, if - to use your phrase -
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1 if the employer blows up the plan, the employee hasthe| 1 questions? All right. John, Jake, thank you. We
2 ahility to -- so-called to continue that coverage on a 2 appreciateit. Next, I'm going to turn it over to
3 direct bill basis. 3 Todd Switzer for some comments.
4 MR. LUCAS: Yes. 4 MR. SWITZER: I'd just like to add my
5 MR. LEMOINE: That'safeature of Unum's 5 thanksto everyone being here. Fourth day on the
6 group policy and many other group policies. The 6 job, and -- (Laughter.)
7 employee can actually convert -- take that coverage 7 The draws of the job was the chanceto join
8 with them, that group coverage they have, in tact 8 with the commissioner and with the MIA to squarely address
9 and pay for it themselves on a day-to-day -- 9 some of these hard issues and these issues that very
10 COMMISSIONER REDMER: Can they -- 10 tangibly affect our Maryland seniors.
11 MR. LEMOINE: -- basis. 11 For some context, | was looking at a study by
12 COMMISSIONER REDMER: -- modify the 12 the American Academy of Actuariesthat came out just two
13 benefits from that point on? 13 months ago, and there were four or so facts that stood out
14 MR. LEMOINE: They have -- they can 14 tome. And thesearejust more macro-level as| digest
15 modify the benefits within the range of -- 15 everything from the carriers.
16 COMMISSIONER REDMER: Right. 16 Buit first was that, in the US, the percentage
17 MR. LEMOINE: -- the plan design that 17 of people aged 65 or older used to be, not too long ago,
18 they werein. 18 8%, so about onein 13. But in the not too distant
19 COMMISSIONER REDMER: Got it. Okay, |19 future, it will be 20%. So, an increase of more than
20 thank you. Anybody else? 20 doubling. Onein fivewill be over the age of 65. So,
21 MR. ZIMMERMAN: | know intheindividual |21 that struck me.
22 market, there's an option for the landing spot to 22 Second was, just kind of putting numbers to
Page 51 Page 53
1 offset therateincrease. |sthat something that 1 thingsthat we hear sometimes. Thefertility rates are
2 would be available in the group market for those, 2 droppinginthe US. It'struethat what | had heard a
3 let's say 30% that are currently paying for their 3 long time ago, that in the '60s, the average family's
4 own benefits? 4 number of children was 2.2. That's down to 1.4, so
5 MR. LEMOINE: We've -- that option is not 5 there'sfewer family caregivers available.
6 available on our group policies, in part because of 6 Third, that private savings are decreasing.
7 the explanation that we just -- that we just talked 7 That as a percentage of the gross domestic product, not
8 about. Because of the complexity of having an 8 too long ago was -- 20% was personal savings. That's down
9 employer level decision, an employer-implemented 9 to 15%, so lessfunds available.
10 control on the plan designs, and then the employees 10 And another piece of information from Health
11 need to be able to choose within that range of 11 and Human Services was that, in 2016, of all those turning
12 options. 12 age 65, 70% of them will need long-term care. And of
13 So, it adds alayer of complexity for the 13 those 70%, 20% will need care more than five years.
14 employer to determine whether to eliminate the higher 14 So, the confluence of all those things points
15 inflation benefit and only -- and reduce the lower one, 15 tothe gravity and the complexity of thisissue and the
16 creates complexity and an administrative challenge. 16 fact that it will only become more prominent.
17 And also, there is something of a concern over 17 I've begun to see comments that have come in.
18 what kind of an incentive that might create between an 18 Dr. Miller, I've read your thoughtful comments. |
19 employer who's paying on an employee who's paying for | 19 appreciate those. And | see the crushing impact, the resl
20 their coverage, where that landing spot -- where that 20 impact, to the insureds, who did a good thing in buying
21 reduced inflation might land. 21 coverage.
22 COMMISSIONER REDMER: Any other 22 I've al'so begun to go through, along with my
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1 team, the 29 long-term care filings we havein, and I've 1 | don't know what the percentage of the total
2 begun to get asense - and appreciated listening to al 2 insurance written by Manulifeis long-term care, but |
3 the presenters - of the deteriorating experience. 3 suspect that it's relatively small. Maybe you can answer
4 So, where that leads me, just to -- isbeing 4 that question for me.
5 anxious and hopeful to explore al these optionsfully and | 5 MR. PLUMB: | don't know in terms of
6 to come up with equally tangible solutions and options. 6 Manulife. Weve recently responded to areduction
7 So, it's helpful to hear everything you're saying. | 7 interms of requestsin terms of our domestic US
8 thank you for that, and | think the aim of al of this 8 company, and | think it's like 20, 25% increase of
9 that the commissioner has set up is to collaboratively 9 premiums, something like that.
10 exploreall these options and come back with something | 10 DR. MILLER: All right. And again, | did
11 real that we can -- we can look at together. 11 take the opportunity some time back to go online and
12 So, that's alittle bit of my perspective. And 12 pull up Manulife's financial reports, and they
13 I'manxiousto continueto learn. | thank you for the -- 13 looked to be quite healthy. They're making very
14 for the chance to share that with you. 14 substantial profits. And so, my concern is that the
15 COMMISSIONER REDMER: Great. Yeah, thank | 15 policyholder for the long-term care is bearing a
16 you, Todd. That'sit for the carriers. Signed up 16 disproportionately large burden.
17 to speak is Dr. Myron Miller. 17 In my view, the issue of the actuarial
18 Sure. If you wouldn't mind coming up. And 18 projections having to do with long-term care really should
19 I'll dso point out that Dr. Miller has submitted written 19 be spread over the entire company, and not just within one
20 commentsthat will be posted, aswell. 20 line of insurance.
21 DR. MILLER: I'maconsumer. I'malso a 21 | am certainly aware of the changesin
22 physician of geriatric medicine, so I'm very 22 demographics that impact on long-term term insurance. As
Page 55 Page 57
1 familiar with issues that pertain to older 1 individualsare living longer, that's also more money
2 individuals. 2 coming in because to the point -- up to the point where an
3 I've had my long-term care policy for about 21 3 individual filesaclaim, that's more premium money coming
4 years with John Hancock as an individual policyholder. 4 in, so that where life expectancy is going up, so hasthe
5 I've had threerate increases over the last four years, 5 number of years of payment of insurance going up.
6 with atotal so far of 43% increase. And from what I've 6 | don't -- | don't know to what extent that's
7 been hearing, | can anticipate additional rate increases 7 factored into the equation. Ideally, from an insurance
8 over the next severd years. 8 company's standpoint, you should live to be 90 years old
9 My concerns are that, like myself, most of the 9 and drop dead. Then, you have claims -- premiums coming
10 individuals who areimpacted are individuals who arein 10 inand no claims going out.
11 the older age group who no longer have, for the most part, | 11 Thetime that individuals spend in states of
12 increasesinincome. Most of the individuals -- most 12 disability have generaly actually gone down over the --
13 individuals areliving on relatively fixed incomes, so 13 over years. One of the facets of long-term care
14 that the burden of arate increase can be quite 14 insurance, at least in my case, and | presume for most
15 substantial. 15 individuas, asyou're buying afixed amount of money for
16 One of the concernsthat | have with regard to 16 X number of days of coverage, and to the extent that you
17 thejustification for rate increases is that the long-term 17 diebefore your days of coverage are utilized, that's
18 careline oftenislooked at as atotally independent 18 money that's going back to the insurance company.
19 entity within the insurance company. Now, inthecaseof |19 If | buy three years of coverageand| --ina
20 John Hancock, I know that John Hancock isasubsidiary of | 20 period of disability for ayear and a half, that extra
21 Manulife, which isavery large insurance company carrying | 21 year and ahalf of money is going back into the company.
22 awide variety of insurance products. 22 So, | don't know to what extent that also was
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1 factored into the projections involved in calculation of 1 MR. LEMOINE: Saly, thereasonis
2 rateincreases. And | thank you for the opportunity to 2 because the rate increase that we were discussing
3 make my views noted here. 3 today isfor the group business, which doesn't --
4 COMMISSIONER REDMER: Thank you, Dr. 4 it'snot -- it doesn't fall within that same bucket
5 Miller. Doesanybody have any questions for Dr. 5 that you've just described.
6 Miller? All right. Thank you very much. 6 MS. LEIMBACH: Ah, | was confused because
7 That isal of the folks that have signed up. 7 you gave statistics about individual aswell asthe
8 However, | will open it up to seeif there's anybody, 8 group coverage.
9 either here or on the phone, that has additional comments. | 9 MR. LEMOINE: Thank you. We weretrying
10 Sure, Saly. 10 to give the whole picture of the insured base, but |
11 MS. LEIMBACH: Thank you. 11 appreciate your feedback, and we will clarify that
12 COMMISSIONER REDMER: How areyou doing?| 12 next time.
13 MS. LEIMBACH: I'm Sally Leimbach. I'm 13 MS. LEIMBACH: It'svery favorable, and |
14 heretoday representing MAHU, Maryland Association 14 would like to see other companies do something
15 of Health Underwriters, and NAIFA Maryland. The 15 similar. Thank you.
16 presentations today from two of the companies 16 MR. LEMOINE: Thank you.
17 created aquestion for me, so that iswhat | would 17 COMMISSIONER REDMER: Before you go, do
18 liketo ask. 18 you want to pass along the question for --
19 First, is Kanawhastill on theline? And if 19 MS. LEIMBACH: Yes. For Kanawha, they
20 not, then I'll go onto -- I'll let you know what my 20 said that for those people who would remove the
21 question was, Commissioner -- 21 ahility to have inflation protection, they would be
22 COMMISSIONER REDMER: Okay. 22 ableto keep whatever benefit they had currently
Page 59 Page 61
1 MS. LEIMBACH: -- and perhapsit can be 1 reached. That was good, but | wondered if it was
2 asked. The second isfor the Unum people. 2 perhaps like the Unum situation, that that would
3 | have -- | know alot of the agentsin 3 only --
4 Maryland. You could tell from the amount of policiesthat | 4 But what that means, maybe guaranteed never to
5 areinforce. And| have sold alot of Unum policiesin 5 havearateincreasein the futureif they did that, or
6 the state of Maryland. We are al going through, as the 6 wasit only until the other rate increases had been --
7 agents and brokers, the rate increase pain with our 7 come forth and given to the other people who did not take
8 clients. 8 --
9 One thing that Unum is doing that you did not 9 COMMISSIONER REDMER: Got it.
10 mention today - and | wasn't quite sure why - isthat when | 10 Q --getthat. Thank you.
11 theletters come from Unum, they makeit very clear that | 11 MR. HAMMOND: Thisis Tony Hammond from
12 they'relooking for 114% rate increase in Maryland over 12 Kanawha
13 time, and that there is an aternative for -- 13 COMMISSIONER REDMER: Hey, Tony.
14 Although the increased would only be 15% this 14 MR. HAMMOND: They would be able to keep
15 year, Unum's made it clear they're not saying that they 15 their current benefit, and they would not be subject
16 would be granted 15% every year to reach the 114, but for | 16 to arate increase until the full five years had
17 clientsthat choose to reduce from the 5% compound to the | 17 passed. And then, they could be -- future rate
18 3% compound, they are assured not to have arateincrease | 18 increases could come into account.
19 until the 114% rate increase is reached by the others. 19 COMMISSIONER REDMER: Got it. Thank you.
20 So, my question is: | think that'savery 20 MS. LEIMBACH: Thank you.
21 favorablething; I'm not sure why that wasn't brought up 21 COMMISSIONER REDMER: Appreciate that. .
22 inthe presentation. 22 Y eah?
DTI Court Reporting Sol utions - Washington, DC
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1 MR. PLUMB: Isitokay if | addressa 1 Anyway, thanks again for coming. We appreciate
2 couple of the doctor's other questions? 2 it. Thank you.
3 COMMISSIONER REDMER: Sure. 3 (Hearing concluded at 11:15 am.)
4 MR. PLUMB: Thanks. First thing you 4
5 mentioned about the mortality rates, yeah, you were 5
6 definitely right. Mortality rates are lower. So, 6
7 when we talk about the mortality issue, it's netting 7
8 the premiums against the mortality rates. 8
9 (Inaudible.) 9
10 Y ou also mentioned if someone uses likeoneand | 10
11 ahalf out of three years, and the company getsthe other | 11
12 year and ahalf. So, when we price long-term care, we | 12
13 don't assume everybody is going to use al of their 13
14 benefits. (Inaudible.) 14
15 And the other one you mentioned is that the -- 15
16 that the long-term care issue should be spread among the | 16
17 rest of the company. And so, the way long-term care -- | 17
18 so, | don't agree with that. The way long-term carewas | 18
19 designed and sold and marketed is as a guaranteed 19
20 renewable product. If experienceis adverse, then 20
21 premiums can be adjusted subject to lossratio 21
22 reguirements. 22
Page 63 Page 65
1 Guaranteed renewable never talked about, only 1 State of Maryland
2 if the company isin threat of going insolvent before you 2 Gty of Baltinore, to wit:
3 can adjust premiums, or that the Wholecompany isnot 3 I, KALEIGH IRISH, a Notary Public of the State of
4 making any money. If that were the case, | would 4  Maryland, Baltinore City, do hereby certify that the
5 guarantee you that nobody -- we wouldn't be here today . 5 within-nanmed proceedings took place before ne at the tine
6 Nobody would have ever sold long-term care, and | don't 6 and place herein set out.
7 know what people would do to stay off of Medicaid in order 7 | further certify that the proceedings were recorded
8 to get an insurance product. 8 stenographically by me and this transcript is a true
9 If acompany has to put their whole -- their 9 record of the proceedings.
10 Wholecompany at risk for one line of business, you know, 10 I further certify that | amnot of counsel to any of
11 whether it's profitsor solvents or Whatever,you can't 11 the parties, nor in any way interested in the outcome of
12 have one manager bringing the company down. Companies | 12  this action.
13 wouldn't take that risk. But thanks for the questions. 13 As witness nmy hand this 15th day of My, 2017.
14 COMMISSIONER REDMER: Any other comments, | 14
15 hereor on the phone? All right. So, again, thank 15
16 youfor participating. Thisisall very helpful for 16
17 us. Asindicated, Todd is now on board. | point 17
18 out that he said today was his fourth day. He did 18
19 not say it was hislast day. (Laughter.) So, 19 KALEI GH IR SH
20 that'sagood thing. 20 Notary Public
21 And well have dl of this done by next 21 W Commission Expires:
22 Wednesday. Isthat right? (Laughter.) | waskidding. 22 Cctober 18, 2020
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