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HEARI NG
DEPUTY COVWM SSI ONER GRCDI N: W' re goi ng
to start today's conference. M nane is Nancy
G odin. 1'mthe Deputy Comnm ssioner of the
Maryl and | nsurance Administration. This is our
second public hearing on specific carrier rate
I ncreases for Long-Term Care | nsurance in 2018.

We're going to focus on several rate

© o0 ~N o o M~ w N P

I ncrease requests and I'll read the conpanies

=
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and what they're proposing: Northwestern

11 Long-Term Care | nsurance Conpany, proposing

12 I ncreases of O percent to 13 percent, depending
13 on the benefit period; Bankers Life and

14 Casual ty Conpany, proposing increases of 15

15 percent; Continental Casualty Conpany proposing
16 I ncreases of 15 percent; and Unum Life

17 | nsurance Conpany of Anerica, proposing

18 I ncreases of 74.9 percent to 101.1 percent,

19 dependi ng on uncapped inflation coverage type.
20 | f anybody thinks |'m speaking extra

21 slowy, it's because we have a court reporter

22 in the room who is responsible for
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transcribing everything we say. And | wll
rem nd the people presenting and the people
testifying today to slow it down and to speak
up and out.

Al right. These requests affect about
8,290 Maryl and policyhol ders. The goal of
today's hearing is to allow the insurance
conpany officials to explain their reasoning,
to answer questions fromthe MA  And then
once they are finished testifying, we wll
al | ow anybody who's signed up either in today's
nmeeting or signed up in advance through our
conference call to then testify as well.

Let us take a mnute to have everybody at
the table here to introduce thensel ves and what
their position is with the |Insurance
Adm ni stration.

MR. ZI MMERMAN:  Hi, nmy nane is Adam
Zimrerman. |'man actuary with the Ofice of
the Chief Actuary.

MR JI: Jeff Ji, Senior Actuary with the

Ofice of Chief Interim
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MR. SWTZER. Todd Switzer, good norning,
Chi ef Actuary.

ASSI STANT COWM SSI ONER MORROW  Bob
Morrow, Associ ate Conm ssioner for Life and
Heal t h.

DEPUTY COWM SSI ONER GRODIN:  In the
audi ence we al so have Joe Sviatko, who is part
of our public relations staff. W also have
Nancy Miehl berger, who is the assistant in the
O fice of Chief Actuary. And we have Al Redner
I n the audi ence who is our Insurance
Comm ssi oner.

Hopeful |y, everybody is signed up on the
sheets that were out on the table. Let ne go
over a few housekeeping procedures. There's a
handout wth all of our contact information, |
encourage you to take that wth you.

This hearing -- and | know we've said this
before, this is our second hearing. This
hearing is an opportunity for MA staff to
guestion carriers. |It's also an opportunity

for all of us to listen to the consuner
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representatives and any ot her stakehol ders.
It's not a question and answer forum between
st akehol ders and carriers. The questions are
our job. But the good news is we encourage
witten comments submtted in advance or until
Monday, May 14th, all witten comments are
studi ed and they are al so posted on our

website. W will also be posting a transcript

© o0 ~N o o M~ w N P

of today's hearing. That is on the MA's
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| ong-term care page and on the
11 quasi -l egi sl ati on hearing page. |If you go to
12 MA s website and you click on the |ong-term

13 care tab on the left side of the screen under

14 "Quick Links," you wll cone to all of this
15 I nformati on.
16 |'ve already nentioned the court reporter,

17 soit's inportant for all of us to slow

18 our sel ves down and speak clearly and | oudly.
19 If you're dialing into the conference, please
20 mut e your phones. W would ask that when you
21 testify, you please restate your nane and

22 organi zation. W wll be asking the carriers
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to cone up in al phabetical order.

Todd, would you like to say a few things
before we start?

MR SWTZER: | would, thank you. Thanks
for being here. Two things, first, factually
over the last six nonths, the MA has | ooked at
| ong-termcare filings fromnine carriers and

t he average requested i ncrease was 36 percent.

© o0 ~N o o M~ w N P

The average approved i ncrease was about 12
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percent, about a third of what was requested
11 fromactivity recently.

12 Secondly, we got a question fromM. and
13 Ms. Edwards related to the Genworth

14 acqui sition. Thank you, if you are on the

15 phone, for your question. The one coment in
16 response to that regarding Genworth, the

17 | argest long-termcare carrier in our state.

18 We asked them three questions through the serve
19 system that is the formal rate filing system
20 and one of the questions was, we |ooked at the
21 SCC filings regarding the potential of deals or

22 transactions with Chi na Oceanwi de. W
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understand that the decision on that has been
nmoved to July 1st. W noticed that in this
case that part of the transaction allowed for
600 mllion to be contributed to the maturing
debt; 525 mllion for the restructuring of the
|ife insurance business. But one quote -- and
"Il just read the quote fromthe SCC, "China

Cceanwi de has no future obligation as to

© o0 ~N o o M~ w N P

personal intentions --
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M5. REPORTER: |'m sorry, can you --

11 MR SWTZER. |'msorry, yeah. "China

12 CceanW de has no future obligation and has

13 expressed no intentions of contributing

14 additional capital towards our right in the

15 | ong-term care business.” And our questions
16 were please provide sone incite as to why that
17 would be the case and wouldn't this transaction
18 present a uni que opportunity for our LLC

19 financial deficiencies and | ess requested rate
20 I ncreases. So no decision has been nade on

21 those filings, no actions have been taken, and

22 we are going through our questions. So that
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1 was all | wanted to put out there.

2 DEPUTY COWM SSI ONER GRODIN:  And 'l al so
3 | et everyone know, Todd will be |eaving a

4 little early today to participate in other

5 conference calls.

6 MR SWTZER. And I'll come back if those
7 end early.

8 DEPUTY COWM SSI ONER GRODIN: Al right, |
9 don't think | forgot anything else. Anybody?
10 Ckay, good.

11 So we have Loretta Jacobs, from Bankers

12 Life and Casualty Conpany. H, Loretta, why
13 don't you cone on up to that table?

14 M5. JACOBS: |f everyone is wondering

15 about ny shoes, |'mgetting over foot surgery,
16 sol'malittle careful about ny wal ki ng.

17 DEPUTY COWM SSI ONER GRODI N: And j ust

18 speak clearly and |l oudly, so not only you can
19 be picked up by the court reporter, but also
20 our m crophones and conference calls. Thank
21 you.

22 M5. JACOBS: Good norning, Conmm ssioner
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Redner in the audi ence, Deputy Comm ssioner

G odin, Maryland | nsurance Adm nistration
staff, and distinguished guests. M nane is
Loretta Jacobs, and I amthe Senior Vice

Presi dent of Health Product Managenent at CNO
Financial Goup. | amresponsible for, anong
other things, the long-term care business of

Bankers Life and Casualty Conpany, which is the

© o0 ~N o o M~ w N P

| ar gest i nsurance conpany under the CNO
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Fi nancial Goup unbrella. On behalf of ny

11 conpany, | would like to thank you for the

12 opportunity to provide information regarding
13 our recent request to increase prem uns on

14 several of our older long-termcare insurance
15 policy forms, including: GR NO50 Long-Term
16 Care; GR-N10O Facility Care and rel ated GR N105
17 Long- Term Care; CGR-N160 Facility Care and

18 rel ated GR-N165 Long-Term Care; and GR- N240,
19 and GR-N270 Facility Care and rel ated GR-N250
20 and GR-N280 Long- Term Car e.

21 Bef ore di scussing the details of the

22 filing, | would Iike to provide sone
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I nformati on around the | ong-term care busi ness
at ny conpany. Bankers Life and Casualty
currently ensures nore than 300, 000 individuals
nati onw de, approximtely 5,000 in the state of
Maryl and, under a long-termcare, hone health
care, nursing hone, or short-term conval escent
care policy. W have been witing business

since 1987 and we remain actively selling new

© o0 ~N o o M~ w N P

policies today, having issued over 300 new
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policies in the state of Maryland during 2017.
11 At Bankers Life, we are proud of our

12 commtnent to offering neaningful insurance

13 coverage to mddl e nmarket consuners at and near
14 retirenment and we believe our long-termcare
15 and short-term conval escent care products are
16 an i nportant conponent of our policyhol ders'
17 financial security in their retirenment years.
18 There are approximately 540 policyhol ders
19 in the state of Maryl and who are insured under
20 one of the various policy series for which we
21 are requesting to increase premuns at this

22 time. These insureds were issued between 1993

Epi g Court Reporting Solutions - Washi ngton, DC
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and 2003, and on average have been in force for
20 years as of the present tine.

Across the United States, the policy forns
that we are here to discuss with you today have
been subject to either three or four separate
35 percent prem umincreases over tine; those
w thout inflation protection subject to the

three increases, and those with automatic

© o0 ~N o o M~ w N P

I nflation protection were subject to the four
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| ncreases.

11 However, the State of Maryl and has

12  approved five 15 percent premumrate increases
13 and a 4.2 percent increase for policyhol ders
14 w t hout inflation protection, and has approved
15 seven 15 percent premumrate increases for

16 policyholders with inflation protection.

17 Thus, the full nationwi de premumrate

18 | evel is 17.4 percent higher than the Maryl and
19 premumrate |evel for policyholders wthout
20 i nflation protection. And the full nationw de
21 rate level is 24.9 percent higher than the

22 Maryl and premumrate |evel for policyhol ders
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with inflation protection. As such, we are
requesting that Maryl and approve the maxi mum

al | owabl e 15 percent premumrate increase on
all of these policies, both those with and

Wi thout inflation protection, in order to bring
the Maryland premumrate |level nore in line
wWith the nationwi de rate |evel.

We believe the equitable thing to do is to

© o0 ~N o o M~ w N P

continue to pursue action -- rate action in
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states that have not approved the full anount
11 of our prior rate increases wth the goal of
12 ultimately achieving rate parody across the
13 nati on.

14 We understand and respect that the State
15 of Maryland has a 15 percent premumrate

16 I ncrease cap in its regulations. Therefore,
17 absent any nmaterial change in the experience of
18 these policy forns that would indicate a need
19 to change the nationwi de premumrate | evels,
20 we anticipate we woul d request an additi onal
21 premiumrate increase in the future for these

22 policyholders in order to bring the Maryl and
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premumrate |level on par wwth the nationw de
rate | evel.

We understand that increasing premuns can
be difficult for insureds who are on fixed
I ncones and we nmake a point to personalize each
notice of a premumrate increase with options
for custonmers to consider, including paying the

| ncreased anmount or, if current coverage is

© o0 ~N o o M~ w N P

above the m ni nrum benefits we offer, reducing
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coverage by increasing the elimnation period
11 or reducing benefit period duration.

12 In addition, each custoner is invited to
13 call a 1-800 nunber to explore other possible
14 benefit reductions that may be available in the
15 event that the specific personalized option

16 described in the rate increase notice are not
17 satisfactory to them

18 We understand that custoners may wi sh to
19 spend tine considering the options available to
20 them so our current practice is to notify

21 custoners of an inpending prem umrate change

22 at | east 60 days in advance of the change. As

Epi g Court Reporting Solutions - Washi ngton, DC
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1 you know, we are required to provide at |east a
2 45- day advance notice of a premiumrate change

3 in the state of Maryland, so our current

4 process conplies wth Maryl and | aw and provi des
5 an additional 15 days of advance noti ce.

6 W have submitted financial projections to
7 the Maryl and | nsurance Adm ni stration

8 docunenting the actuarial justification for the
9 15 percent premiumrate increase we are

10 requesting. Each of the policy fornms subject

11 to this premumrate increase request is

12 required to neet a mniumlifetine loss ratio
13 of at |l east 60 percent, and each forms

14 lifetime loss ratio projection is significantly
15 hi gher than 60 percent. Each series of policy
16 forms subject to this rate increase request,

17 has accrued experience since inception that is
18 fully credible froma statistical standpoint on
19 a nationwi de basis, but it's not credible for
20 the state of Maryl and al one.

21 Therefore, the experience data and

22 anal ysis perfornmed on each of these bl ocks of
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busi ness, utilizes the nati onw de experience.

For the GR-NO50 policy series, the
lifetinme loss ratio at Maryland's current rate
| evel is 75.0 percent and decreases to 74.3
percent assumng the premumrate increase is
appr oved.

For the GR-N100 series the lifetinme |oss
ratio projection at Maryland's current rate
l evel is 92.4 percent and decreases to 90.6
percent assum ng the premumrate increase is
approved.

Simlarly, the current lifetine loss ratio
at the Maryland rate level for the GR-N160
series is 86.6 percent and would reduce to 84.5
percent if the premumrate increase we have
requested i s approved.

Finally, the lifetinme loss ratio for the
GR-N250 series is 87.1 percent at the current
Maryl and rate | evel and we project it to
decrease to 84.2 percent if the premumrate
I ncrease request is approved.

Pl ease note that the lifetine |oss ratios

Epi g Court Reporting Solutions - Washi ngton, DC
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that | just discussed are calculated as the
ratio of the incurred clains paid benefits,
plus the change in the claimforns to earned
prem uns. Active |ife reserves, or reserves
accrued to fund future clains which have not
yet occurred, are not included in the

cal cul ati on.

One thing | would |Iike to note, however,

© o0 ~N o o M~ w N P

Is that when an individual insured | apses
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coverage, the active life reserves associ ated
11 Wi th those individuals are released. 1In

12 accordance with statutory and tax accounting
13 requi renments, the released reserves flow into
14 unassi gned surplus, where theoretically they
15 could be reallocated to any |ine of business
16 W t hin our conpany.

17 However, our current practice at Bankers
18 Life and Casualty is to voluntarily reallocate
19 the reserves rel eased due to rate increase

20 rel ated coverage changes and term nati on back
21 to the long-termcare line of business as part

22 of the non-tax deductible Asset Adequacy

Epi g Court Reporting Solutions - Washi ngton, DC
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1 Reserves we have established for this Iine.

2 As of first quarter 2018, the Asset

3 Adequacy Reserves held $261 mllion. This

4 reserve i s scheduled to increase by an anount

5 I ndi cated by the financial projection results
6 for the entire LTC Iine of business, which is
7 currently $12 mllion per quarter for the 2018
8 cal endar year plus the anount of reserves

9 reall ocated fromthe rate increase rel ated

10 coverage changes and term nations. This anount

11 has recently been running between 1 and $2

12 mllion per quarter. This practice of

13 voluntarily reallocating reserves enabl es

14 Bankers Life and Casualty to build significant
15 additional active life reserves to support our
16 |l ong-term care |ine of business.

17 | would |ike to close by noting that the
18 premiumrate increase requests we have nade are
19 designed to mtigate, or reduce, |osses that

20 are expected to nerge in the future, and not to
21 recover any past | osses that have already

22 occurred. Wiile the LTC policies subject to
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1 this premumrate increase request are

2 regulated to neet a mninumlifetine loss ratio
3 and are not subject to the rate stabilization

4 standards that apply to nore recently issued

5 policies, the premumrate increases we have

6 requested on these policies do actually conply
7 wth the requirenents of the rate stabilization
8 standards as wel |.

9 Bankers Life and Casualty believes it is
10 I n both our conpany's interest and our

11 policyhol ders' interest to continuously nonitor
12 our business and work with regul ators to adj ust
13 prem uns as expeditiously as necessary to

14 enable us to maintain a financially stable book
15 of business and honor our conmtnents to our

16 policyholders to be able to pay their clains

17 when they ari se.

18 We | ook forward to continuing to work with
19 the Maryl and | nsurance Adm nistration on this
20 filing and any others that may be required on
21 these or other policy fornms in the future with

22 t he goal of neeting our nmutual objective of

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 05/07/2018 Page 21

keepi ng our LTC business at Bankers Life and
Casualty financially sound and stabl e.

Thank you again for providing ne the
opportunity to speak with you today. |
sincerely appreciate being able to engage in
di al ogue on this inportant issue of the pending
premumrate increases on several of our

| ong-term care policy forns.

© o0 ~N o o M~ w N P

DEPUTY COWM SSI ONER GRODI N: Thank you,

=
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Ms. Jacobs. Anybody on the MA staff have any
11 questions?

12 MR SWTZER. | do. Thank you. So you
13 mentioned that these filings affect 540

14 Maryl and nenbers?

15 M5, JACOBS: Yes.

16 MR. SWTZER: But your total in Maryl and
17 for the business is about 5,000 nenbers?

18 M5. JACOBS: Right, correct.

19 MR SWTZER: So for the other 4500, are
20 any of those achieving financial targets, or is
21 that just for the subset outside of the ones

22 that's 5007?
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M5. JACOBS: So we have in the past, in
fact |ast year we had requested to increase
prem uns on one of the newer forms. | don't
recal |l offhand how many policies that was. |
think it was about 200, but, you know, | would
have to | ook, so please don't totally quote ne
onit. | can get back to you if you need that
nunber. We do have several thousand under our
conval escent care program and those right now
are doing right in line, behaving right in Iine
wth what is expected. So there's been no
contenpl ated action on those present policies.

MR. SWTZER:. Thank you. And sone filing,
that the nortality table being used is the 1994
GAM table --

M5. JACOBS: Yeah.

MR SWTZER: -- 90 percent of it.

M5. JACOBS:. Yeah.

MR SWTZER: Are there plans to update
that data, |'mjust trying to prepare, | know
you said future rate increases nmay be com ng

Wi thin the byproduct of updating the table?

1- 800-292-4789
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M5. JACOBS: You know, we've been | ooking
pretty carefully at the term nation experience
and right now, in fact, we did a | arge study
| ast year, the overall termnation -- and of
course it's alittle -- sonetinmes it's alittle
difficult to separate, you know, you get
term nation and you don't necessarily know if
It was | apse or a death.

MR SWTZER  Sure.

M5. JACOBS. You know, we don't
necessarily get all of that information, but we
try our best to try to get that information
when we can. So far we have not seen anything
that indicates that that's not the correct
table. It may not be, but so far we haven't
seen anything indicating that that's not in
I i ne.

MR SWTZER  Thank you.

ASSI STANT COW SSI ONER MORROW  You gave
us the loss ratio, the current | oss ratios.
What year do you project those loss ratios to

go over 100 percent?
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M5. JACOBS: Well, those are the
lifetinmes, so several of the policy fornms, you
know, already like if you just |ook at current
| oss ratio are, you know, in excess of 100,

SO -- but you know, over the life, they would
be at say 90 or 80 or whatever the nunber is.
Let ne see if | -- I"'mlike you, | have to take

ny glasses off in order to see. So for

© o0 ~N o o M~ w N P

I nstance, the N100O series here, the current
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| oss ratio, |ike the 2016 and 2017 year is

11 180-ish percent. The NOBO series, which is the
12 oldest one, is well over 200 percent currently,
13 current experience. The N160 series is running
14 about 140 percent currently, the current year.
15 And then the N250, the larger current series

16 Is -- it ran 100 percent exactly in 2015. It
17 ran 122 in 2016, but that was a slightly

18 adverse year. And then it went to 113, so it's
19 alittle over 100 already.

20 ASSI STANT COW SSI ONER MORROW  kay. So
21 they are all over 100, you're quoting the

22 nati onwi de aver age?
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1 M5. JACOBS: Yes, for the current year,
2 but over the life they're still -- you know,
3 just current year versus...

4 ASSI STANT COWM SSI ONER MORROW  That' s

5 what | was trying to get to, but |I'm guessing
6 the lifetime loss ratio in getting up to that
7 point, | guess a nationw de basis, because

8 that's what we're |looking at, is that two years
9 out, Iis that ten years out? [|'mjust trying
10 to...

11 M5. JACOBS: I'mnot -- | don't think |

12 understand the question exactly.

13 ASSI STANT COWM SSI ONER MORROW  kay. So

14 the lifetine loss ratio that you quote --

15 M5, JACOBS: Yes.

16 ASSI STANT COW SSI ONER MORROW  -- 73

17 percent [inaudible] --

18 M5. JACOBS:  Yup.

19 ASSI STANT COW SSI ONER MORROW  What year

20 do they get to 100 or close to 100, is it three
21 years fromnow, is it ten years fromnow? |'m

22 just trying to get a sense of that.

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 05/07/2018 Page 26

MR SWTZER. Well, | think -- correct ne,
Todd, | think you did cumul ative rather than
yearly.

M5. JACOBS: Oh, okay, let's see. | don't
know that | have that information in front of
me. But | nmean, you know, the total cunulative
-- | mean, because you've got, you know, sone

of these policies like if I ook at NG5O0, you

© o0 ~N o o M~ w N P

know, it's cunulative to the past is already
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76. And the overall future would be, you know,
11 300 sonething percent. And then you have to
12 discount and all -- and accunulate and all this
13 kind of stuff. So | don't know that | have

14 that information exactly in front of nme. It's
15 what year the aggregated nunber gets to over

16 100. | don't know if | have that here. |

17 would have to cal culate that out.

18 ASSI STANT COWM SSI ONER MORROW  Thank you.
19 DEPUTY COVWM SSI ONER GRCDI N: Anyt hi ng

20 el se?

21 MR Jl: Yes. | know you are saying

22 | ong-termcare is this anount, so what | want
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to know is what are you doing differently now
and in the future typical of apprising that
many years ago, SO to ensure your success, you
know, to avoid this kind of rate increase in
the future for the current production and new
production in the future?

M5. JACOBS: Well, | nean, we -- in fact,

| ast year when we were here we had increases --
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we were here on our increase request formfor
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one of the newest |long-termcare policies

11 priced under the rate stabilization standard.
12 We did that because we thought, you know, it's
13 I nportant if we see any deviation to act

14 expedi tiously, because that reduces the

15 opportunity to get further and further off and
16 potentially have nunbers go further and further
17 off. W also have really pivoted, if you wll,
18 to coverage that we think -- and again, our

19 market's a bit different than a | ot of other

20 conpany's nmarket. W're a mddle nmarket

21 conpany, and long-termcare i s an expensive

22 product. So we have sold a lot nore on the
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11
12
13
14
15
16
17
18
19
20
21
22

shorter short-term conval escent care products.
They're doing really well. W focus very
strongly on that market and we're happy with
it. But, again, we know one thing to learn is
wat ch the busi ness carefully, nake sure you
accrue experience and you weigh it
appropriately and act when indicated. So
that's one of the things we've | earned.

MR. JlI: Thank you.

DEPUTY COVWM SSI ONER GRODI N Anyt hi ng
else? Al right, thank you, M. Jacobs.

Ch, sorry.

I NSURANCE COW SSI ONER REDMER: |
apol ogi ze. | couldn't hear what you said, did
you say that you are or are not witing new
busi ness?

M5. JACOBS. W are witing new business.

DEPUTY COWM SSI ONER GRODIN: Thank you.

Seth Lanont from Continental Casualty
| nsur ance.

MR. LAMONT: Good norning. My nane is

Seth Lanont. | currently serve as Assi stant
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1 Vi ce President of Governnent Relations for CNA
2 | appear before you today regarding the

3 | ong-termcare rate filing of Continental

4 Casual ty Conpany, which is a principal

5 underwiting subsidiary of CNA Financial. W

6 are grateful for this opportunity to explain

7 our rate need in greater detail.

8 As MA is aware, long-termcare represents
9 a substantial portion of CNA's overall

10 busi ness. As of 2017, the LTC book accounted

11 for approximately 8 percent of CNA' s total

12 gross premumwitten and roughly 40 percent of
13 the conpany's total reserving obligation. The
14 fact that LTC reserves conprise such a

15 substantial portion of the conpany's total

16 reserves is reflective of the long-tail nature
17 of this business and serve to highlight the

18 fact that rate increases are vital to neeting
19 future policyhol der obligations.

20 Wil e the reasons for our rate need are
21 not necessarily unique, we respectfully request

22 that the M A and policyhol ders alike recogni ze
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that these increases are vital to ensuring that
adequate reserves are available to CNA in order
to satisfy future clai ns.

As we have said on a nunber of occasions,
CNA is commtted to neeting policyhol der
obligations. Qur primary focus in this regard
I S mai ntai ning adequate reserving levels in

order to neet future policyhol der obligations.
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We have al so nmade significant investnents in
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our long-termcare claimoperation.

11 Despite the fact that CNA's long-termcare
12 busi ness i s conprom sed solely of closed

13 bl ocks, we continue to actively nmanage the

14 busi ness to ensure the clains are processed in
15 an appropriate and tinely manner.

16 To reiterate, the conpany's goal with

17 respect to this rate request is to mtigate the
18 adverse inpact of these bl ocks of business on
19 the enterprise. |If an increase of 15 percent
20 were to be approved, the lifetinme |oss ratios
21 for the blocks subject to our nost recent rate

22 filing would fall between 130 and 140 percent.
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As a part of the filing process, we have
reduced our original rate requests, which
ranged roughly from 30 percent to 50 percent
range for these products downward to 15 percent
for all four products. Gven the [ifetine | oss
rati os well in excess of 100 percent, CNA,

rat her than policyholders, will continue to

absorb the vast mpjority of the financi al
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burden associated with these policies going
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forward. As MAis aware, CNA has and w |

11 continue to pay billions of dollars in

12 | ong-termcare clains on a nationw de basi s.

13 G ven the age of these bl ocks of business,
14 we colloquially refer to them as ol der

15 products. Wile we have six of these bl ocks,
16 we determned that we would limt our rate

17 request to four out of the six products,

18 i ncluding LTCl, Premer Classic, Preferred

19 Advant age, and Tax Qualified or TQ W elected
20 not to include the other two given the high

21 attained age and relatively Iimted nunber of

22 pol i cyhol ders. There are approxi mately 4, 000
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Maryl and pol i cyhol ders whom col | ectively pay
8.8 mlIlion in prem um across these four
products. Wth an increase of 15 percent,
average yearly premuns for these products
woul d be in the range of 2,000 to 3,000
dol | ars.

It should al so be noted that these

products were witten during a tinme period
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where many policies issued by the industry as a

whol e i ncl uded such benefits as autonmatic
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11 inflation riders, an unlimted benefit; and as
12 such, many of these policyhol ders subject to
13 CNA's rate filing also include these generous
14 benefits. |In addition to being able to avail
15 t hensel ves of benefits that m ght not be

16 available in the current marketplace, given

17 that these are guaranteed renewabl e poli cies,
18 our insureds will be able to renew their

19 policies wthout any additional health

20 screening at rates that are noderately greater
21 t han what they are now paying. |[If a 15 percent

22 I ncrease were to be approved, our policyhol ders
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woul d pay an additional few hundred dollars per

year on these policies. Wth respect to the

| imted nunber of policyhol ders who el ect not

to retain their coverage, the associ ated

reserves are expected to be largely devoted to

the funding of future claimobligations.
Benefit reduction options available to

policyholders to mtigate the inpact of the
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proposed rate increase include reducing the
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maxi mum benefit period, reducing the daily

11 benefit, increasing the elimnation period,

12 and/ or dropping any other optional rider, such
13 as inflation.

14 Paid up benefits. |In addition to the

15 af orenenti oned options, CNA al so offers our

16 pol i cyhol ders the opportunity to discontinue
17 payi ng premuns while retaining a lifetine

18 benefit anobunt equivalent to the nom nal sum of
19 their lifetinme premumpaid to date. Known to
20 the experts in the roomas the contingent

21 non-forfeiture option, this is being offered to

22 all insureds, regardl ess of issue age or rate
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I ncrease anount.

As | appear before you today, CNA's rate
need is not only the factors unique to CNA, but
rat her erroneous assunptions that were nade at
the outset by the industry as a whole in our
originally filed and approved rates. As nost
are aware, both nmacro-oriented assunptions as

well as nore mcro-oriented assunptions put

© o0 ~N o o M~ w N P

Into place at the outset with respect to
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| ong-term care rates have proved erroneous.

11 Persi stency remains a key driver of our

12 collective rate need going forward. At the

13 outset, as an industry, we projected that

14 approximately three tinmes as many policyhol ders
15 would termnate their policies than did so in
16 reality.

17 Long-term care insurance was originally

18 priced as a | apse-supported product, which

19 nmeans the original premuns could be |ower for
20 the block if sonme policyholders were assuned to
21 voluntary -- voluntarily |apse their policies

22 at sone point in the future wthout ever
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claimng benefits. In rough terns, sone of the
originally filed and approved rates across the
country assuned greater than 10 percent | apse
rates, and experience has shown that |apse
rates would be less than 1 percent. Geater

t han expected persistency has led to a
dramatically increased -- has led to

dramatically increased and anticipated claim
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costs as significantly nore policyhol ders have
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chosen to retain their policy -- significantly
11 nore policyhol ders have chosen to retain their
12 policies than was originally anticipated. This
13 persistency inpact to rates is driven not only
14 by policyhol der | apses, but also | ower than

15 expected nortality. Wile this is positive

16 froma societal perspective, this |leads to a
17 greater rate need to support additional

18 expected future clains.

19 Term nations stand at 34 percent of what
20 was originally assunmed for our individual

21 | ong-term care business. Put nore sinply, of

22 t hese policyhol ders that we estinmated woul d
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term nate, we have seen only one-third of those
actually termnate their policies. Wile this
figure includes term nations ow ng to deat hs,
in our view, this figure denponstrates that,
even in the face of significant increases,

pol i cyhol ders continue to find substanti al
value in retaining the benefits that are

of fered under our long-termcare policies.
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As noted, long-termcare is significant to
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CNA froman enterprise perspective with 40

11 percent of our total reserves being devoted to
12 these anticipated liabilities.

13 The conpany remains committed to neeting
14 pol i cyhol der obligations fromboth a financial
15 and operational perspective. Policyholders are
16 bei ng offered a nunber of options to reduce

17 their benefits in order to mtigate the inpact
18 of the proposed prem um i ncrease.

19 CNA' s current experience is not unique,
20 but rather on par with that of our peers in

21 terms of the challenges resulting especially

22 fromthe originally filed and approved interest
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1 rate and | apse assunptions. Despite

2 significant upward adjustnents in premuns in
3 recent years, termnations are running at 34

4 percent of what was originally assunmed, which
5 agai n indicates that policyhol ders see

6 substantial value in retaining their coverage.
7 DEPUTY COWM SSI ONER GRODI N Thank you,

8 M. Lanont. Questions fromthe MA?

9 MR. SWTZER:. Please. Thank you. In

10 | ooking at the 2017 formfive and experience of

11 a long-termcare block, of that cunulative

12 actual for the Maryl and hone business had a
13 | oss ratio of 69 percent, 500 mllion, half a
14 billion inconme nationw de | oss ratio of 75

15 percent, Maryland six points |ower, was any
16 credibility assigned to the Maryl and honi ng
17 experience for those 4,000 nenbers beyond

18 clearing out the rate increase on the clains

19 si de?
20 M5. REPORTER. |'m sorry, beyond what?
21 MR SWTZER. Was credibility, any

22 credibility, partial or otherwi se given to the
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1 Maryl and experience, not so nuch on the incone
2 side, where | can see the nodel and where you
3 | aid out the Maryl and increases rather than the
4 nati onw de increases, but on the clains side,
5 the six point loss ratio difference?

6 MR. LAMONT: My understanding, and | will
7 verify with our actuarial team and get back to
8 you, but ny understanding is that we primarily
9 woul d use nati onw de experi ence.

10 MR. SWTZER  Fully?

11 MR. LAMONT: Yeah, that's ny

12 understanding, but | wll verify that for you.
13 MR. SWTZER: Thank you. You answered ny
14 ot her one, thanks.

15 ASSI STANT COWM SSI ONER MORROW  Qui ck

16 question. D d | hear you correctly you said

17 the only |l apse that you see are from deat h?

18 MR. LAMONT: No, no. | said that the

19 term nations include |apses by reason of death.
20 ASSI STANT COW SSI ONER MORROW  And the 10
21 percent | apse that was assuned originally when

22 the policies were sold, was that industry
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1 aver age?

2 MR. LAMONT: No, | would say it was around
3 4 percent probably. M understanding is that

4 they've been as high as 10 percent. That's why
5 t hat was i ncl uded.

6 ASSI STANT COWM SSI ONER MORROW  So you

7 made an assunption, 10 percent, in the industry
8 was nore along the lines of 4, 5 percent?

9 MR. LAMONT: | don't know that ours was,
10 | nmean, that's nore of a general industry

11  conmment.

12 ASSI STANT COW SSI ONER MORROW  Ckay.

13 DEPUTY COWM SSI ONER GRODI N:  Anybody el se?
14  Onh, Jeff?

15 MR JI: Oh, you originally asked average
16 around 44 percent rate increase for all of

17 those fornms. | would Iike to know if the

18 assunption is sustainable as to that, the total
19 you are | ooking for for these four forns?

20 MR. LAMONT: We chose to substantially

21 reduce our ask, owing to the age and the

22 di stress nature of these bl ocks. | nmean, I f we
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1 were to target a 60 percent lifetinme loss ratio
2 for instance, as you know the rate increase

3 would be substantially nore. Running in the

4  thousands of percentage points.

5 MR JI: Right, right.

6 MR. LAMONT: So, no, | would not say that

7 what we've asked for would, quote, unquote,

8 stabilize these blocks. | nean, our goal here
9 Is just to mnimally mtigate the, you know,

10 adverse financial inpact of these four bl ocks

11 to our enterprise.

12 MR JI: But even we, you know, under 44
13 percent rating or these four blocks or forns,
14 they are lifetime loss ratio of above 100

15 percent. So you have a big range of the, you
16 know, options to ask for rate increase, so what
17 I's the best point, you know, you think the

18 poi nt you can pursue? So is my question clear?
19 MR. LAMONT: |I'mnot sure | fully

20 under st and.

21 MR Jl: | think so you can ask a 100

22 percent rate increase, 200 percent increase,
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1 the lifetime loss is still, you know, pretty

2 hi gh, still above 60 percent, so we would |ike
3 to know what is the best point for you?

4 MR. LAMONT: What is the best rate --

5 MR. JI: Rate increase --

6 MR. LAMONT: -- level for CNA to have for
7 t hese bl ocks?

8 MR JI: Yeah, yeah. | nean --

9 MR. LAMONT: Again, it would be many

10 mul ti ples of what we've asked for, but we've

11 made a busi ness decision not to inpose that on
12 our policyholders wth respect to these four

13 bl ocks.

14 MR JI: It looks like currently you don't
15 have a good idea how nuch you even ask for

16 after this 44 percent rate increase, how nuch
17 nore you're going to pursue?

18 MR. LAMONT: | would say we won't -- | can
19 say fairly confidently that we probably w I

20 not pursue anything of greater magnitude for

21 t hese bl ocks than what we're presently

22 pursuing. And | say that because, you know,
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1 two of the -- two of the four that we deci ded

2 not to pursue rate increases for because of the
3 attai ned age and the distress nature of those

4 bl ocks as these bl ocks becone nore and nore

5 stressed, | -- distressed, | would not

6 anticipate that we would be asking for nore

7 rate than we're presently asking for.

8 MR JI: Ckay, thank you.

9 DEPUTY COWM SSI ONER GRODI N Thank you.

10 Anything else? Al right, thank you,

11 M. Lanont.

12 Next up we have Northwestern Long Term
13 Care Insurance Conpany with M. Qurlik.

14 Wl cone.

15 MR. GURLIK: Good norning, and thank you
16 for holding today's hearing and inviting

17 Nort hwestern Long Term Care | nsurance Conpany,
18 which | will refer to as NLTC, to participate.
19 Al so, thank you to the consunmer who is here
20 today. W appreciate your conments and

21 participation as well.

22 My nane is Geg Gurlik, and I'm an actuary
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with NLTC, and responsible for pricing our

| ong-term care insurance products. |'m going
to provide sone background on our LTC product

| ine, and our approach to the LTC busi ness.
Then I'Il share sone information on our
consuner research and our conmuni cations pl ans
associated wth our rate increases.

NLTC is wholly owned by its nutual parent
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conpany, Northwestern Mutual. And NLTC
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enbraces the nutual values of its parent by

11 selling participating policies and focusing on
12 | ong-term policy ower value. W try to keep
13 the cost of our long-termcare policies |ow

14 t hrough consi stent underwiting, prudent

15 I nvestnents, and diligent expense managenent.
16 NLTC cane relatively late to the LTC

17 mar ket, having sold its first policies in 1998.
18 Especially with our high anticipated

19 persi stency, based on the experience from

20 Nort hwestern Mutual's life insurance products,
21 we initially had nuch hi gher prem uns than nost

22 of our conpetitors. Unfortunately, however, we
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are not immune to the challenges in the LTC
mar ket pl ace.

Qur recent experience eval uations
I ndi cated that sizable rate increases are
appropriate on our policies sold from 1998 to
2013. However, after gathering input from our
financial representatives, we decided to take a

nore neasured approach. Late in 2016, we began
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filing our first LTC rate increase nationw de
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for anounts primarily ranging from10 to 30

11 percent. Wth the rate increase annual limts
12 in Maryl and, we requested and recei ved approval
13 for increases of 10 to 15 percent. In 2017, we
14 followed up with this rate increase request to
15 keep the premumrate increase for Maryl and

16 policy owners in alignment with the rest of the
17 nati on.

18 As part of our rate increase filing, we

19 are providing a paid-up Non-Forfeiture Option
20 to all affected policy owners, even though our
21 requested increase is smaller than the

22 threshol ds, which are required for nost
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policies. Under this feature, a policy owner
choosing to not pay the increased prem uns
wi thin 120 days of the prem umincrease
effective date will receive a paid-up benefit
equal to the total anount of all prem uns paid
since they first bought the policy.

As | indicated earlier, the 2016 filing

was the first rate i ncrease ever for
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Nort hwestern on in force LTC policies in our
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now 20 years in the long-termcare insurance
11 busi ness. We heard | oud and clear from

12 consuners that comrunication and transparency
13 are of utnost inportance. As such, we held

14 consuner focus groups as well as engaged in an
15 ongoi ng di al ogue with our financi al

16 representatives, to help informour processes
17 and deci si on-making. W |earned the inportance
18 of explaining to policy owners why this rate
19 I ncrease was needed, as well as the inportance
20 of providing clients with a wide variety of

21 options if they choose not to pay the full

22 I nCcr ease.
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Qur approach to providing this infornmation
to policy owners is three-pronged:

First, after our conpany's board of
directors nade the decision to request
I ncreased rates in 2016, as we began the filing
process we nailed letters to all inpacted in
force long-termcare policy owners, 2,100 of

whom were Maryl and policy owners. This letter
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was in addition to the required policy owner
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notification letter. This letter inforned
11 policy owners that we expect to inplenent a
12 premumrate increase and described the

13 chal l enging LTC environnment. In this letter,
14 we al so provided financial representative

15 contact information as well as an 800 nunber
16 for our hone office dedicated service center.
17 Second, due to our exclusive agency

18 structure, we have financial representatives
19 who often have devel oped deep life-1ong

20 relationships wwth their clients, where they
21 devel op a financial plan taking into account

22 the specific circunstances of their clients.
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For instance, over half of our long-termcare
policy owners also own other Northwestern

Mut ual products as part of a conprehensive
financial plan. As such, our financial
representatives are in a fairly unique position
to discuss the rate increase with their clients
and to provide options so that their clients

can make well -inforned decisions. Toward this

© o0 ~N o o M~ w N P

end, we provide our financial representatives

=
o

wth [ists of inpacted clients so that they can
11 proactively work with their clients to provide
12 client-specific options.

13 Third, as | mentioned, we have a dedi cated
14 honme office service center where the sole focus
15 of the service reps is to answer policy owner
16 questions and to provide options related to

17 this rate increase.

18 Then, because we heard from consuners that
19 it is inportant that they have enough tine to
20 make nore-inforned decisions on how to proceed,
21 we decided to send the specific policy owner

22 notifications 60 to 120 days prior to the
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policy owner's anniversary, depending on the
timng of state approval, generally providing
nore tinme than the m ninmumrequired note.
These notifications provide specific

i nformati on regardi ng the anount of the rate

I ncrease and the range of avail able options to
reduce benefits in order to maintain the

prem um or reduce the anount of the increase.
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We have heard from consuners that having an
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option is extrenely inportant, so in addition
11 to the options in the letter, we provide

12 contact information for our dedicated service
13 teamto discuss the other options available to
14 policy owners' specific circunstances.

15 Wiile being faced with a rate increase is
16 certainly not ideal, we are striving to be

17 transparent and to nmake the client's experience
18 as positive as possible, allow ng consuners to
19 make sound decisions for their particular

20 ci rcunst ances.

21 Thank you again for holding today's

22 hearing, and for inviting us to participate.
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1 DEPUTY COWM SSI ONER GRODI N: Thank you,

2 M. Qirlik. Anybody have questions?

3 MR. SWTZER: Thank you. | see that these
4 filings, as you've nentioned affect 2100

5 Maryl and nenbers out of a total in the state of
6 about 3100, so about two-thirds. And, again,

7 fromform5 in the 2017 financial statenents, |
8 see the Maryland loss ratio at 9.7 percent, the
9 nati onwide loss ratio at 16 percent. | had as

10 a rule of thunb that these 2100 policies, the

11 duration they were sold in about 2002, about
12 duration 16. So ny question is: Wth the

13 Maryl and | oss ratio at 9.7 and the nationw de
14 at 16 percent, is not a present value, just a
15 strai ght cunmul ative, how far off is that from
16 what you were hoping to get at this point in
17 time if you had any kind of sense of that,

18 pl ease?

19 MR, GURLIK: From what we were hoping to
20 get ?
21 MR. SWTZER: Yeah. Wen you initially

22 priced and had your long-tail business, when
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you | ooked at the initial loss ratio to be very
|l ow, loss ratio today, that ratio is 15 plus
very high, given that we're maybe hal f way
through the life of a typical policy, our
general tables would expect, although it's a

| ot of range, that if you' re hal fway through
your loss ratio cunul ati ve maybe year round

30i sh or so, but we're seeing 10 and 16,
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wondering if you had a comment on that?
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MR. GURLIK: No, and actually we're

11 nowhere near hal fway through the benefit side
12 of the equation. So right nowif we |ook at
13 this block of business, and you | ooked at the
14 clainms that we antici pate seei ng over the

15 lifetinme of the block, we have not even seen 5
16 percent of the present value of clains. So
17 nati onw de even, we do not feel that our

18 busi ness is credible, and certainly not

19 credible at the state level. The nationw de
20 experience, you quoted sonething, 16.9 or

21 sonething |ike that --

22 MR SWTZER 16 percent.
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MR. GURLIK: Qur experience to date has
not been significantly worse on these bl ocks
t han anti ci pat ed.

MR. SWTZER  kay.

MR, GURLIK: Qur primary concern is that
the future expectation is nuch worse than what
we originally anticipated. A lot of that is

driven by changes in the claimcost anticipated
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certainly, but also that there are going to be
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far nore people still in those |ater durations
11 who we anticipate will have clains. And we are
12 trying to get in early now, so that the class
13 can be spread over a larger pool of policy

14  owners.

15 MR SWTZER: And | understand the

16 nationw de to go up to 48,000 first --

17 MR. GURLIK: Right.

18 MR SWTZER: But yet | fully understand
19 that at the second half of what's going to

20 happen or projected to happen, trying to get
21 that first piece of enpirically what has

22 actually happened. | hear you say so far it's
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okay, but the data projections up 410
sonething, to significantly --

MR GURLIK: Right. On a cunulative
basis, we are not very nmuch worse than
antici pated. W have seen significant upticks
in claims in 2016 and 2017, which kind of bodes
poorly for the future.

MR SWTZER That answers ny questions.
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Thanks.
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DEPUTY COWM SSI ONER GRODI N:  Anyone el se?
11 Adam

12 MR, ZIMMERMAN.  So it would be safe to

13 assune that the reason for the projected future
14 clainms is due to | guess you would call

15 severity of clains, because | believe you had
16 I ndi cated at the start of your testinony that
17 your | apse assunption was |lower to begin with
18 t han what ot her conpetitors have priced, is

19 that the driving cost, just the length of tine
20 t hat people are staying on clains?

21 MR. GURLIK: Actually it's a function of a

22 nunmber of different things, but no, even though
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we use relatively low |l apse rates in our
original pricing, they were still well in
excess of what we now anticipate. Back when we
were pricing these products we had relatively

| ow price -- or we had high persistency. CQur
pol i cyhol ders stay around forever, basically on
the life side. W anticipated the sane sort of

thing in the LTC side. But LTC persistency
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rates are even higher than life insurance in
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general . Much hi gher.

11 MR. ZI MMERVMAN:  Thank you.

12 DEPUTY COWM SSI ONER GRODIN: Anyone el se?
13 Thank you. OCh, I'msorry, go ahead, Jeff.

14 MR. JI: So how do you ensure your

15 busi ness practice is effective typical for

16 cl ai m managenent, in the rate inplenentation,
17 So any inprovenent in the future?

18 MR. GURLIK: In claimadmnistration?

19 MR JI: Yeah, and adm nistration on the
20 rate i npl enentation.

21 MR. GURLIK: Yeah, | think practices have

22 changed dramatically over the lifetinme of the
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busi ness. And in general, we're a conpany that
we don't really manage the loss ratios. W
price the business on regular basis and in the
past when we priced the business, every year we
woul d take a | ook at assunptions, update them
We actually did pay dividends in past years,
and that was around 2007 until around 2012,

2013. And as we've priced the business nore
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recently, obviously we've seen our assunptions
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deteriorate and that's driving the need for the
11 rate increase.

12 On the claimadmnistration side, | think
13 we've certainly taken a | ook at our processes
14 and our objective is to pay all legitimte

15 clains. At the sane tinme that neans we have an
16 obligation to our other policy owners to nake
17 sure that we aren't paying fraudul ent clains.
18 W aren't paying clainms of people who have not
19 yet nmet the eligibility criteria of the

20 pol i ci es.

21 MR. JI: How about the rate inplenentation

22 si de?
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MR. GURLIK: The rate inplenentation side,
as you know, we've had a recent challenge in
Maryl and. That was a uni que situation where
Maryl and had a state-specific version of a
benefit for a period of tine, which they
di scontinued in 2008. So at that tinme we
started issuing our nationw de version of that

benefit. And we did have a little chall enge
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I npl enenting the [ast rate increase where we
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elimnated the state-specific rates in

11 Maryl and. So when we di scovered that, we did
12 make a decision that inpacted about 14 policy
13 owners. We nmade a decision to honor the | ower
14 rates that were inplenented than we

15 anticipated. And we also | ooked ahead and

16 said, well, in the future, the rates woul d have
17 actual ly been higher than what the

18 state-specific benefit was. So we are honoring
19 the lower of the nationw de in Maryl and

20 specific rates on that benefit in the future.
21 MR. JI: How about any inprovenent in the

22 future to avoid this kind of, you know,

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 05/07/2018 Page 56

I nconsi stency?

MR. GURLIK: Yeah, | think that our
procedures were actually fairly robust for
al nost all situations. Unfortunately, with the
state-specific benefit here, we do have changes
I n our process so that we can test a w der
sel ection of rates.

MR. JI: Thank you.
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DEPUTY COWM SSI ONER GRODI N: Adam
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anyt hi ng?

11 ASSI STANT COW SSI ONER MORROW |

12 apologize if | mssed it. Dd you address the
13 rel eased reserves, what happened with those to
14 the extent --

15 MR. GURLIK: Rel eased reserves? Well --

16 and here | know Loretta kind of covered it in

17 general, but when we're repricing the business
18 every year, those releases are part of what we
19 are evaluating froma pricing perspective.

20 W' re not managi ng the business by a | oss

21 ratio. We're managing to get a return on the

22 busi ness that hel ps grow surplus for the
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1 conpany in the future and then we check to nake
2 sure that we're neeting mninmumloss ratio

3 requirenments. That's a little different

4 approach than from ot her conpani es.

5 ASSI STANT COWM SSI ONER MORROW  Thank you.
6 DEPUTY COVM SSI ONER GRCDI N: Thank you

7 very nuch.

8 And our |ast conpany is Unum And do |

9 have this right, M. Lenvoine?

10 MR, LEMO NE: Yes.

11 DEPUTY COWM SSI ONER GRODIN:  All right.

12 MR. LEMO NE: Good norning, everyone. On

13 behal f of Unum we would |ike to thank the

14 Maryl and | nsurance Adm ni stration, nenbers of
15 the staff here today, and others for hol ding

16 this hearing. And we want to thank each of you
17 who are participating or listening in today.

18 My nane is John Lenbine and | amthe

19 Assistant Vice President and | egal counsel for
20 Unum s O osed Bl ock Operations business unit.
21 Wth ne today is Jeff Condit, who is al so

22 a nenber of that business unit and who is the
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Seni or Vice President of Finance for Unum s
Cl osed Bl ock Operati ons.
The C osed Bl ock Operations business unit
I's conprised of products that Unum no | onger
mar kets, including our |ong-termcare business.
Unum exited the individual |ong-termcare
mar ket in 2009 and exited the group long-term

care market in 2012. The vast majority of our
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| ong-termcare policies were i ssued between
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1989 and 2012. Unum has just under a mllion
11 | ong-term care insureds nationw de, including
12  approximtely 3600 Maryl and i ndi vi dual

13 | ong-term care policyhol ders and approxi mately
14 14,000 i nsureds who are covered under group

15 | ong-term care policies issued to Mryl and

16 enpl oyers.

17 As context for today's hearing, this

18 pendi ng i ncrease is focused on our ol der bl ock
19 of Maryl and individual policies. Those that
20 were typically sold fromapproximately 1991 to
21 2003. Under that block of policies, the total

22 nunmber of Maryl and policyhol ders who woul d be
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| npacted by this requested i ncrease woul d be
approxi mately 1600 insureds. And |I'll provide
a bit nore information about those
pol i cyhol ders in just a nonent.

We at Unumtake our commtnent to our LTC
pol i cyhol ders very seriously. W have a team
of over 180 LTC professionals who are dedi cated

to providing custoner service and adm ni stering
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benefits. Qur top priority is to neet our
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obligations to each of our custoners, including
11 providing benefits in their tinme of need.

12 During 2017 we paid over $371 million in
13 | ong-term care benefits nationw de and over 9
14 mllion in long-termcare benefits to Maryl and
15 pol i cyhol ders. Another priority of ours is to
16 manage all of our insurance products to ensure
17 the financial stability of our operating

18 conpani es, both for the short-term horizon and
19 for long-termsustainability. This is

20 extrenely inportant not only for our LTC

21 pol i cyhol ders, but for all of our

22 pol i cyhol ders.
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When Unum entered the long-termcare
business in the |late 1980s, we determ ned our
prices using the best data avail able at the
time, applying assunptions and predictions
about how future experience would devel op.
Unfortunately, |ike many in the industry, our
actual experience in the years, and even

decades, since we issued these LTC policies has
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turned out to be significantly different than
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the actuarial assunptions that we used to set
11 original prices. These differences include:
12 The fact that individuals covered under
13 | ong-term care policies are living | onger and
14 hol ding onto their coverage |onger than

15 anticipated, leading to nore clains being nade
16 t han had been originally projected; also, once
17 I ndi viduals are on claim they are staying on
18 claimlonger than expected; and at the sane

19 time, investnent earnings on the reserves we
20 hold to pay clains continue to be significantly
21 | ower than originally projected, given the

22 sustained low interest rate environnent. As a
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result of the conbination of these factors, our
| ong-term care block has suffered significant
overal |l | osses.

In 2006, when the financial reality of
Unum s |l ong-term care business started to
become nore clear and credible, we filed our
first long-termcare rate increase request to

mtigate financial and enterprise risk. Qur
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goal in the long-termcare rate increases we
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are requesting on these individual policies is
11 not to generate profits, nor to recoup any of
12 the past | osses we have experienced. I|nstead,
13 rate i ncrease requests on these policies have
14 been ained solely at noving these policies to a
15 poi nt of self-sustainability on a go-forward
16 basi s.

17 W want to ensure that our reserves plus
18 premuns for this block of policies are

19 sufficient to pay all projected clains and

20 expenses. Wth that in mnd, the rate

21 I ncreases we have requested nationwi de on this

22 bl ock of individual policy forns represents
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only above 24 percent of the anmounts we coul d
ask for as actuarially justified.

Here in Maryl and, because of the state's
15 percent per year increase cap, our current
request is for a 15 percent increase each year
over five years for policies that currently
I ncl ude a 5 percent conpound unlimted benefit

inflation; and a 15 percent increase each year
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for four years for policies that currently
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i nclude a 5 percent sinple unlimted inflation.
11 As a result, this pending rate increase request
12 would apply to just under 1600 of our Maryl and
13 I ndi vi dual policyholders. Wth this rate
14 I ncrease request, we are al so proposing a
15 "l andi ng spot" option to help our policies

16 mtigate the inpact of this increase. And I

17 w || describe that "landing spot" option in
18 just a nonent.
19 W will continue to nonitor and eval uate

20 t he experience of our LTC business, as we are
21 charged to do under regul atory and actuari al

22 standards. |f experience devel ops adversely to
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our current projection, we may need to return
to Maryland with rate increase requests in the
future.

Even t hough we are seeking | ess than what
Is actuarially justified, we at Unum recogni ze
that long-termcare rate increases nmay present
many of our custoners with a significant

chall enge in nmaintaining their coverage. For
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t hat reason, we have devel oped our version of a
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rate increase "landing spot" for each of our
11 I ndi vi dual custoners who will be faced with

12 this rate i ncrease.

13 Here is how our | andi ng spot option worKks:
14 First, as nentioned earlier, this proposed
15 I ndi vidual long-termcare rate increase applies

16 only to our custoners who have a policy

17 currently containing a 5 percent uncapped

18 conpound, or a 5 percent uncapped sinple

19 inflation feature. And related to that point,
20 this proposed i ncrease would not apply to any
21 policies that do not include uncapped

22 inflation, or to policyholders -- or to
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pol i cyhol ders who were offered and who el ected
a landing spot option in an earlier rate
I ncrease.

Second, each of our Maryland policyhol ders
subject to this rate increase may entirely
avoi d the proposed increase by electing to
reduce their annual inflation adjustnent from5

percent to 3.4 percent on a go-forward only
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basis. In other words, a policyhol der who
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el ects the landing spot with this rate

11 I ncrease, would retain the 5 percent annual
12 benefit increases that have al ready been

13 applied to their coverage, wth inflation

14 I ncreases then applied on a go-forward basis at
15 t he reduced annual rate of 3.4 percent.

16 Finally, our rate increase request

17 proposes that inpacted Maryl and policyhol ders
18 who do elect this |anding spot, rather than
19 accepting the proposed prem umincrease, Wl
20 avoid not only the first proposed 15 percent
21 i ncrenmental increase, but will avoid each

22 addi tional 15 percent increnent up to the full
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anount requested in this filing. That is,
policyholders with 5 percent conpound uncapped
i nflation, who elect this 3.4 percent |anding
spot, wll avoid a total of 5 increases of 15
percent each, and policyholders with 5 percent
sinpl e uncapped inflation will avoid a total of
4 such increases.

Unum s | andi ng spot has been approved in
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49 states to date. And we have seen a positive
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response to this option by our custoners.

11 Also in addition to this I anding spot

12 option, whether related to a rate increase or
13 not, Unum s custoners al so continue to have the
14 option to adjust other benefit features on a
15 go-forward basis to reduce the level of their
16 premum These adjustnents m ght include

17 reduci ng the benefit period, increasing the

18 elimnation period, or adjusting daily benefit
19 | evel s.

20 Al so, in connection with Unums [ong-term
21 care prem umincreases, we provide each of our

22 | npacted policyholders with the ability to
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select a non-forfeiture option, where the
pol i cyhol der may choose to no | onger pay
prem uns goi ng forward, but neverthel ess
retains long-termcare coverage in an anount
equal to the total premuns paid by the
pol i cyhol der on that policy.

We at Unum believe that no long-termcare

pol i cyhol der shoul d surrender his or her
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coverage as the result of a rate increase, and
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we believe these options offer reasonable
11 alternatives to our insureds at various |levels

12 of affordability.

13 In closing, we acknow edge how difficult
14 |l ong-termcare rate increases can be for our
15 pol i cyhol ders. And, we wll continue to serve

16 our custoners as effectively as possible by

17 of fering reasonable alternatives to nmanage

18 affordability and by providing quality service
19 during the life of the policy, including nost

20 i nportantly at the tinme of claim

21 Thank you again and we woul d be happy to

22 answer any questions you m ght have.
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DEPUTY COWM SSI ONER GRODI N: Thank you
very nmuch. Questions for M. Lenoine?

MR. SWTZER: Thank you. And | apol ogi ze
I n advance if you've answered a question that |
wasn't here for when | left the room So | see
that for which you filed 5 rate increases in
t he past that have been approved, so since 2006

rates have above doubl ed, and the request here
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is for five nore so that the lifetime would be
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I ncrease factor of about 4.7, alnost five tines
11 I ncrease. So ny question is: Recognizing that
12 these aren't the only Unumfilings, we've

13 worked with you on others, so this filing

14 affects 3600 Maryl and nenbers, we got -- in

15 Maryl and, Unum s got about 19, 000 Maryl and

16 menbers and simlar questions for you as other
17 conpani es, are there any subsets of Maryl and

18 busi ness that are achieving targets or is the
19 whole Maryl and pool that you have not achieving
20 targets, please?

21 MR. LEMO NE: The history of the rate

22 I ncreases we've filed that you nentioned
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reflects -- we got -- we've divided our block
of business into sort of three blocks based on
the issue era, the issue ages -- not ages, but
the issue tinme periods of the blocks. And
there are three bl ocks that we have sought rate
I ncreases on, which you're famliar wth.
There's one block of group policies that are

our nost recently issued business that we have
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not sought rate increases on to date. But we
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have the entire block of our long-termcare
11 busi ness, in 2014 we did a conprehensive review
12 of the business and put the entire block into
13 | o0ss recognition status. And we continued to
14 assess our experience against our current

15 assunptions that we are using today to test
16 t hat experience and will continue to do that
17 over time to see whether additional action

18 m ght be necessary. But to answer your

19 guestion at this nonent, there is a bl ock

20 regardi ng a group policy that we have not

21 sought rate increases on.

22 MR. SWTZER: That hel ps, thank you.
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MR CONDIT: And | think you al so asked of
t he 3600 policyholders in this coverage cohort,
are there any conponents of that that are
achieving pricing --

MR SWTZER. Well, | neant --

MR CONDIT: -- or achieving profitability
goal s or are achieving our objectives.

MR SWTZER  CQutside of the 3600 with
19,000 total in the state, of the non 3600, are
any of those --

MR. CONDIT: Onh, okay, | m sunderstood
your question. | think you got the question
right.

DEPUTY COWM SSI ONER GRODIN: Anyt hi ng el se
fromthe MA? OCh, I'msorry, Jeff.

MR JlI: The -- | noticed your experience
in Maryland is so far there is a loss ratio
that are nuch better than nationw de, also with
the size of the policyholders. So | want to
know how nuch of the corporate is that found
into the --

M5. REPORTER: |I'msorry, | didn't hear

1- 800-292-4789
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what you sai d.

MR. JI: Consider -- best consider
Maryl and experience, corporate Mryl and
experience into the rate increase request?

MR LEMONE: So |l wll attenpt to answer
that, but our chief pricing actuary who was
here with us for the | ast hearing was

unavoi dably unable to be here today, so he
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m ght be able to answer that question directly
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for you. | don't have that information and we
11 will certainly try to provide that to you when
12 we return to the office.

13 MR JlI: Ckay.

14 MR CONDIT: | nean, to ny know edge,

15 we're pricing generally nationw de experience
16 because of the credibility of that.

17 MR JlI: W notice -- yeah, normally we
18 see that, but for this finding you have around
19 3600 nenbers in force, it's a good size.

20 MR. CONDI T: Yeah, that doesn't

21 necessarily nean we've hit a point where those

22 have reached claiml evels. Just the nunber of
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pol i cyhol ders isn't necessarily an indication
of credibility of the claimcircunstances we'l |l
be dealing wth.

MR JI: GCkay. Also, | noticed that your
current finding is based on 2014, so how often
do you update the assunption?

MR CONDIT: So in 2014 we did a
conpr ehensi ve update of our experience and
actually strengthened our gap basis reserve,
and we've been using that assunption basis for
pursui ng rate increase requests nationw de
I ncl udi ng Maryl and.

We at this tine are going through a
conprehensi ve update again, now that four or
five years have passed. So we don't have the
results of that at this nost recent update on
our assunptions to tell you where that's going
to go. But we do update it ever three to four
years, basically.

As this experience is very, very |long
term very, very long-tail, it takes a nunber

of years for us to see whether or not our
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1 expectations are holding or not. W don't

2 sinply react to one-quarter or another.

3 MR. JI: Thank you.

4 DEPUTY COVM SSI ONER GRCDI N: Thank you.
5 Anyt hi ng el se?

6 MR ZI MVERVAN:  No.

7 DEPUTY COWM SSI ONER GRODI N: Thank you

8 very much. That concludes the first part of
9 this hearing, which is the testinony fromthe
10 carriers. W're going to turn now to six

11 I ndi vi dual s who have asked to speak as

12 I nterested parties.

13 And I'll begin with M. Burgan who is here

14 wth us today. M. Burgan, do you m nd com ng
15 up to the table? Wl cone.

16 MR. BURGAN: Thank you. (Good norning,

17 everyone. M nane is Elwood Barry Burgan. |
18 ama disabled vet. |I'mon a fixed inconme. And
19 nmy reason for being here today is because of

20 the constant increase that |'ve been receiving
21 with ny long-term health care.

22 | called several years ago to try to find
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out why all of a sudden | was receiving an
additional cost premum M policy's with CNA.
And | received a cover letter stating that in
accordance with Section 11-704 of the Maryl and
| nsurance code, this serves to notify that

I nformati on about ny proposed prenm um has been
decided with you people. Well, | was just

appal l ed by it because | couldn't visualize

© o0 ~N o o M~ w N P

after having purchased the policy and |I've had
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it nowsince |l was in ny 50s, ny wife and |

11 | ost our child a long tinme ago, so thereby we
12 have no one. And know ng that we have no one,
13 we decided to take on and purchase a long-term
14 heal th care policy.

15 We figured that for the best interest of
16 both her and nyself not having any ot her

17 siblings of any sort that we would want to be
18 able to be taken care of in the future, so that
19 was the whol e purpose of purchasing this.

20 We al so bought this policy with the fact
21 of having the inflation clause put into it.

22 And thereby, | was kind of astounded by the
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1 fact that for the past several years, |'ve been
2 getting this letter telling me that ny policy
3 wll be increased by 15 percent. Well, that's
4 when | got on the horn, enphatically this year
5 and was able to nake contact with Nancy. |
6 don't renenber your |ast nanme. And she

7 referred ne to a young nan by the nane of

8 Benj am n Dei go [ phonetic]. He infornmed ne of
9 this neeting today, because | asked him-- he
10 said, well, these neetings take place

11 periodically, and | asked when the next neeting
12 was going to be, because | wanted to be able to
13 speak with you all to find out why you're

14 allowing ne or ny policy to be increased by the

15 | nsurance peopl e.

16 Again, I'mnot an attorney, and |I'm not an
17 | nsurance agent. But | ama policyhol der and I
18 amon a fixed income. | am-- | did receive a
19 | etter back fromBenjamn and | would like to

20 show you this and maybe you all can answer this
21 because this will -- this wll apply to ne

22 within the next year. Regulations -- and |
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guote, "Regulations also require insurer or

| nsurance agent selling long-termcare coverage
to deliver to the prospective applicant an
outline of coverage that includes, anong ot her
things, a statenent of probable or expected
prem umincreases up to age 75." And this is
comng fromthe State of Maryland. So does

this nean, and |I'm asking as a | ayperson, that

© o0 ~N o o M~ w N P

once | hit 75, CNA or the other iInsurance
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conpanies wll not increase ny policy? |Is that
11 what this is saying through your agency,

12 t hrough the State agencies?

13 MR ZI MMERMAN:  No, it does not nean that.
14 There's a law or regulation in place that at

15 time of purchase --

16 MR. BURGAN. Ckay.
17 MR. ZI MVERMAN:  -- the consuner has to be
18 given a projected, | guess, assunptions of the

19 nunber of increases up to age 75. So if you
20 purchased a policy at 60, the applicant at tine
21 of sale has to be disclosed of potenti al

22 I ncreases over the next 15 years, or expected
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1 | ncreases over the next 15 years.

2 MR. BURGAN. All right. Well, you're

3 still not answering ny question. M/ question
4 is: Up to the age 75 --

5 MR ZI MMERVAN.  Correct.

6 MR. BURGAN: -- which | will be next year,
7 does this nean -- and, again, |'mdisabled

8 veteran on a fixed incone, does this nean that
9 the insurance conpany will be able to increase
10 ny policy after the age of 75, that's what |I'm

11 aski ng?
12 MR ZI MVERVAN:  Yes.
13 MR. BURGAN: This is what you're stating

14 here. You're saying yes, they can?

15 MR, ZI MVERMAN:  Yes.
16 MR. BURGAN: Even though this is witten
17 by the Maryland State agency. | don't

18 understand. Sonething in here that |'m not
19 readi ng correctly.

20 DEPUTY COWM SSI ONER GRODIN:  After the
21 neeting is over, let us sit down individually

22 with you and we can talk through that. 1Is that
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accept abl e?

ASSI STANT COW SSI ONER MORROW  Yeah. |
woul d like to take a | ook at what exactly
you' re quoting and get back to you.

DEPUTY COWM SSI ONER GRODI N: | think that
woul d be -- if you'd give us nore of an
opportunity to speak individually with you.

MR BURGAN: Well, howis it then or iIs

© o0 ~N o o M~ w N P

there any way that you can deny these agencies
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for increasing, you know, ny policy? Again,
11 |"'mon a fixed inconme and, again, it's ny wife
12 and | and it's only us that are here so to

13 speak. So | need help, | need help and that's
14 why | called and spoke with Nancy and that's
15 why she gave ne this fellow Benjamn to act on

16 nmy behalf and try to get ny policy.

17 MR. SWTZER: | under st and.

18 MR. BURGAN: | can't, you know -- |
19 mean - -

20 DEPUTY COWM SSI ONER GRODIN: I f we
21 could -- let's let Todd answer the first

22 guestion and then we can nove on to the next.
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1 MR SWTZER. Well, first | just want to

2 relay that our -- when we | ook at the filings,
3 one of our responsibilities is to nmake sure

4 they're not excessive. And one of ny first

5 statenents was that even though carriers in the
6 | ast six nonths have filed for 36, we approved
7 12. So we can deny, we can decrease, and we

8 have.

9 The second, when the long-termcare

10 I ndustry started, and | don't renenber if the

11 nunber is right, and you all can correct ne,

12 but | believe we had 25 long-termcare carriers
13 in the market, we're down to |l ess than five.

14 We had one long-termcare carrier go bankrupt,
15 Penn Treaty, and all the other carriers picked
16 up that | oss.

17 W are not -- we are trying to find the

18 ri ght bal ance and we hear what you're saying,
19 and we take you very seriously, as well as the
20 |l etters, that we're not asking the carriers --
21 we're trying to find the bal ance of not letting

22 It get back to break even or to a gain, but
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what is the right m x of conpanies that are
actually |l osing noney and what's happened in

t he past, no recoupi ng of past |osses, but
recogni zing the burden it puts on consuners and
recogni zing the financial plight of the
carriers, and that balance is not easy. But
you' ve heard sone of the long-termlifetinme --

rather | oss rate showed about 100 percent. And
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for every $1 premium paying 110 or nore for
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clainms, trying to balance that in with the

11 realities of a fixed inconme and increases of
12 this magnitude i s burdensone.

13 MR. BURGAN:. Well, that's where | stand.
14 | mean, | can't afford this constant increase
15 continually year after year after year.

16 Especially when | had it in ny policy that --
17 and ny wiwfe and | both sat down with our agent
18 and we encountered the inflation period. W
19 had that in the policy. So if that was in the
20 policy, why is it that we are being hit with an
21 addi tional 15 percent every year. You know,

22 that's not right. I'msorry, but it's not
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1 right. And, again, | only have X anmount of

2 dol lars that, you know, |I'mreceiving every

3 nont h, you know, being a disabled vet. It's

4 har d.

5 DEPUTY COWM SSI ONER GRODI N: M. Burgan,
6 we want to thank you for comng in today. And
7 I f you wouldn't m nd staying for the renai nder
8 of the neeting --

9 MR. BURGAN: Yes, nma'am

10 DEPUTY COWM SSI ONER GRODI N:  -- and we

11 will find you after the neeting and we w | |

12 talk to you individually.

13 MR. BURGAN:. Thank you.

14 DEPUTY COWM SSI ONER GRCDI N: Thank you

15 very nuch for com ng.

16 MR. BURGAN:. Thank you for your tine.

17 DEPUTY COWM SSI ONER GRODIN: Ms. Orndorff,
18 are you on the phone?

19 M5. ORNDORFF: (Good norning, | was able to
20 listen in this norning. | didn't want to --

21 how are you guys?

22 DEPUTY COWM SSI ONER GRODIN:  We're just
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1 fine. W're sitting here and if you would Iike
2 to testify today, now is your tine.

3 M5. ORNDORFF: OCh, | just want to thank

4 you very much for allowing nme the chance to

5 testify today. | do have questions for the

6 i nsurers, and that's just one question if

7 possi ble --

8 DEPUTY COWM SSI ONER GRODI N: Wl |, what we
9 wll dois --

10 M5. ORNDORFF: Wiat's the chance -- is

11 that possible to ask a question?

12 DEPUTY COWM SSI ONER GRODI N.  Wel |,

13 actually today is a forum is really for you to
14 testify on your own behalf --

15 M5. ORNDORFF: Got it.

16 DEPUTY COWM SSI ONER GRODIN:  -- as opposed
17 to a question-answer, but |I know that you

18 submtted witten coments. And as you know,
19 our actuarial staff is very good about

20 answering those comments. Have you submtted
21 that --

22 M5. ORNDORFF:  Yes.
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1 DEPUTY COWM SSI ONER GRODIN:  COkay. So if
2 you submtted that question in your witten
3 comments it wll be answered.
4 M5. ORNDORFF: No, | have not -- | did not
5 submt a question for today's hearing.
6 DEPUTY COWM SSI ONER GRODIN: I n that case
7 - -
8 M5. ORNDORFF: | would like to testify
9 that to M. Elwood or M. Burgan who is there,
10 that your staff has been very kind to get back

11 to ne and answer the questions. M. Burgan, if
12 Il mght, I"'min the sane situation as you, no
13 children, no siblings. The increases were

14 quite a shock to ne as well. | do want to neke
15 a statenent that, you know, although it's fine

16 for the insurance conpanies to say that their

17 I nvestnment policies are not -- their
18 I nvestnents are not making as nuch as they had
19 initially forecast, the sane is true for your

20 policyholders. W are in the sane boat. W do
21 not have a magic fund that's nmaki ng nore noney

22 than you guys are. So that's sonething you
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shoul d consider. No one is naking noney in a
| ow interest rate environnent. This is just
the way interest rates go. It's the way the
econony goes. And it's really hard on your

pol i cyhol ders when you have this right to cone
and nmake increases, ask for increases for

prem uns and on policies where nany of us felt

| i ke the premumthat we were quoted when we

© o0 ~N o o M~ w N P

bought the policy was going to be the prem um
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for the rest of our lives. And that was

11 exactly what was sold to us.

12 And ny policy, I'"'ma Unum custoner. |

13 hold a group policy. | know Unum had nenti oned
14 today that they had not sought increases for
15 the group policies, and | would probably

16 followup with a question about that to the

17 I nsurance Adm nistration to get a clarifying
18 statenent on what group policies do they not
19 ask increases for.

20 But in general, | just want to nake a

21 statenent that, you know, policyholders are in

22 the sane situation. |[If nmultiple increases are
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not sustai nable for many, you tal k about
conpound i nterest, conmpound prem um i ncreases
are the sane. Fifteen percent on top of 15
percent on top of 15 percent is not just sinple
Interest, it's a conpound situation.

So with that in mnd, | don't want to take
up the whole day today, but I'magrateful to

| ssue these observations into the record.
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DEPUTY COWM SSI ONER GRODI N: Thank you,
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Ms. Ondorff. Also let nme remnd you that you
11 have until My 14th to submt additi onal
12 witten coments if you have any ot her

13 guestions that you've thought of. Ckay?

14 M5. ORNDORFF: That's brilliant. Thank
15 you for that clarification. | appreciate it.
16 DEPUTY COVWM SSI ONER GRODI N: Thank you.

17 Next we have M. Jolles, M. Brian Jolles from
18 Jolles I nsurance. Are you on the line, sir?
19 MR. JOLLES: Can you hear ne okay?

20 DEPUTY COWM SSI ONER GRODIN:  Yes, we can,
21 t hank you.

22 MR. JOLLES: Just an observation, | just
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wanted to suggest that |'ve had an obviously
significant increase on behalf of ny clients, |
have sold quite a bit of long-termcare in ny
career. | did tell and notify all of ny
clients, to the client, every single one, that
it's a probability and not a possibility that
there will be increases on these contracts. |
was telling them 20 years ago, even before we
ever saw that it would happen. | think it's
conpletely ridiculous that any carrier would
ever consider 10 percent on the lapse ratio. |
don't think it takes an actuary to realize how
unfortunate that was for those kind of
deci si ons.

My final comment, | just wanted to say
that | heard the Unum actuary offer the 3.4
percent option as a way to resolve the --
escape sone of the future increases down froma
5 percent conpound. | just want to nmake an
observation, | w sh nore of the conpanies, and
| wish the Insurance Adm ni stration woul d focus

on that type of a solution versus, you know,
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sone of the other options that we are seeing,
which are not going to retain soneone's
benefit, you know, over tinme. Those are ny
only comments. And | thank you for your work
t oday.

DEPUTY COVM SSI ONER GRCDI N: Thank you,
M. Jolles.

Next on the Iist we have M. David Beers.
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M. Beers, are you on the |line? M. Beers, you
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may be on nute.

11 W wll go on to the next individual,

12 which is M. Bob Mal oney. M. Maloney, are you
13 on the Iine? Al right.

14 Next is M. Mark Gage. M. (Gage, are you

15 on the |ine?

16 MR GAGE: Yes, | am

17 DEPUTY COWM SSI ONER GRODI N Thank you.

18 MR. GAGE: Yes, ny nane is Mark Gage. |
19 amw th Northeast Brokerage. | have been in

20 the i nsurance business for 32 years. |'ve been
21 in the long-termcare marketpl ace --

22 M5. REPORTER: Can you ask himto speak
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1 up, please?

2 MR GAGE: -- [inaudible] the entire tine.
3 |"ve worked for Travelers, worked for CNN for
4 15 years. And then in brokerage for the | ast

5 15 years representing nultiple insurance

6 conpani es. The actuaries were responsible for
7 evaluating the risk in the very begi nning.

8 They | ooked at persistency, they |ooked at

9 norbidity. They | ooked at investnent

10 performance back then for pricing. They also
11 | ooked very closely at the riders and the cause

12 and effect of the riders and the benefits for
13 those contracts, including all aspects of

14 I nflation and the exposures that were there for
15 both the insureds, as well as the policyhol ders
16 and the carriers. Those exposures in fact

17 t hrough their brochures showed how t he i npact
18 was going to be on the buckets of noney for the
19 i nsureds in the later years. So they were

20 aware of the clains exposures that was tied to
21 t hat .

22 Rate increases should be limted in ny
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opinion to 5 percent, rather than the 15
percent gap in Maryland per year. The rate

I ncreases al so should have an overall gap from
t he beginning of the policy until the end so
that the policyhol ders know that at sone point
in time there will be a cessation to the rate

| ncreases, perhaps when they reach a doubling

of the premium at the highest.
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Under the rate increases that were
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di scussed today, in lieu of the prior rate

11 | ncreases that have been given to these

12 carriers in the past is absolutely outrageous.
13 The rate increases were based upon, you know,
14 the idea that we give a rate increase based
15 upon what's happened in other states and that

16 they have also allowed a rate increase is a

17 little infuriating to ne as well.
18 Rate increases are nore promnent wth
19 lifetime benefits, also with conpound inflation

20 matters. These riders of how they inpact the
21 avai | abl e buckets of noney were known when they

22 were created. It's just not just to create a
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bait and switch environnent. And the Maryl and
| nsurance Departnent to advocate for their
I nterests, insurance conpani es are engaged in
mul tiple product lines and there is not a
guaranty that the Maryl and systens are required
to keep every bl ock profitable.

If a carrier has nade poor actuari al

decisions in their pricing, then they should
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absorb the | osses, not the policyholders. 1[|'d
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advocate for restricting the cap to 5 percent
11 with a maxi mum frozen and a maxi num overal |

12 rate i ncrease of doubling the prem uns.

13 Now, what's particularly frustrating to ne
14 Is carriers have known for 20 years about
15 persistency. And yet they still continue to

16 create and design products with that

17 persi stency know edge and now today they're

18 comng to the table claimng that they weren't
19 aware of the persistency adjustnments. They're
20 claimng that they weren't aware of the inpact
21 with 5 percent conpound and sinpl e increase

22 riders. And those were the npst obvi ous
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actuarial itens to identify at the tine. And
now t hose m stakes are being passed on to

pol i cyhol ders rather than being absorbed by

| nsurance conpanies. Thank you for your tine.

DEPUTY COWM SSI ONER GRODI N: Thank you
very nmuch, M. Gage.

Let ne just go back and ask if M. Beer is
on the line or M. Maloney is on the [ine? Al
right, then that's all of who | have signed up
to testify today.

| want to thank everybody for your tine.
And those of you on the phone and here, please
remenber again that witten testinony wll be
accepted until Monday, May 14th. Thank you
very nuch fol ks.

(Hearing concluded at 10:30 a.m)
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CERTI FI CATE OF SHORTHAND REPORTER - NOTARY PUBLI C
|, Brianne M Wall ner, Registered

Prof essi onal Reporter, the officer before whomthe

f oregoi ng proceedi ngs were taken, do hereby certify

that the foregoing transcript is a true and correct

record of the proceedings; that said proceedi ngs

were taken by nme stenographically and thereafter

reduced to typewiting under mny supervision; and

that | am neither counsel for, related to, nor

enpl oyed by any of the parties to this case and have

no interest, financial or otherwise, in its outcone.
I N WTNESS WHERECF, | have hereunto set ny

hand and affixed nmy notarial seal this 18th day of

May, 2018.

My Commi ssion expires:
August 27, 2018

NOTARY PUBLI C I N AND FOR
THE STATE OF MARYLAND
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 1                 H E A R I N G

 2        DEPUTY COMMISSIONER GRODIN:  We're going

 3   to start today's conference.  My name is Nancy

 4   Grodin.  I'm the Deputy Commissioner of the

 5   Maryland Insurance Administration.  This is our

 6   second public hearing on specific carrier rate

 7   increases for Long-Term Care Insurance in 2018.

 8        We're going to focus on several rate

 9   increase requests and I'll read the companies

10   and what they're proposing: Northwestern

11   Long-Term Care Insurance Company, proposing

12   increases of 0 percent to 13 percent, depending

13   on the benefit period; Bankers Life and

14   Casualty Company, proposing increases of 15

15   percent; Continental Casualty Company proposing

16   increases of 15 percent; and Unum Life

17   Insurance Company of America, proposing

18   increases of 74.9 percent to 101.1 percent,

19   depending on uncapped inflation coverage type.

20        If anybody thinks I'm speaking extra

21   slowly, it's because we have a court reporter

22   in the room, who is responsible for
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 1   transcribing everything we say.  And I will

 2   remind the people presenting and the people

 3   testifying today to slow it down and to speak

 4   up and out.

 5        All right.  These requests affect about

 6   8,290 Maryland policyholders.  The goal of

 7   today's hearing is to allow the insurance

 8   company officials to explain their reasoning,

 9   to answer questions from the MIA.  And then

10   once they are finished testifying, we will

11   allow anybody who's signed up either in today's

12   meeting or signed up in advance through our

13   conference call to then testify as well.

14        Let us take a minute to have everybody at

15   the table here to introduce themselves and what

16   their position is with the Insurance

17   Administration.

18        MR. ZIMMERMAN:  Hi, my name is Adam

19   Zimmerman.  I'm an actuary with the Office of

20   the Chief Actuary.

21        MR. JI:  Jeff Ji, Senior Actuary with the

22   Office of Chief Interim.
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 1        MR. SWITZER:  Todd Switzer, good morning,

 2   Chief Actuary.

 3        ASSISTANT COMMISSIONER MORROW:  Bob

 4   Morrow, Associate Commissioner for Life and

 5   Health.

 6        DEPUTY COMMISSIONER GRODIN:  In the

 7   audience we also have Joe Sviatko, who is part

 8   of our public relations staff.  We also have

 9   Nancy Muehlberger, who is the assistant in the

10   Office of Chief Actuary.  And we have Al Redmer

11   in the audience who is our Insurance

12   Commissioner.

13        Hopefully, everybody is signed up on the

14   sheets that were out on the table.  Let me go

15   over a few housekeeping procedures.  There's a

16   handout with all of our contact information, I

17   encourage you to take that with you.

18        This hearing -- and I know we've said this

19   before, this is our second hearing.  This

20   hearing is an opportunity for MIA staff to

21   question carriers.  It's also an opportunity

22   for all of us to listen to the consumer
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 1   representatives and any other stakeholders.

 2   It's not a question and answer forum between

 3   stakeholders and carriers.  The questions are

 4   our job.  But the good news is we encourage

 5   written comments submitted in advance or until

 6   Monday, May 14th, all written comments are

 7   studied and they are also posted on our

 8   website.  We will also be posting a transcript

 9   of today's hearing.  That is on the MIA's

10   long-term care page and on the

11   quasi-legislation hearing page.  If you go to

12   MIA's website and you click on the long-term

13   care tab on the left side of the screen under

14   "Quick Links," you will come to all of this

15   information.

16        I've already mentioned the court reporter,

17   so it's important for all of us to slow

18   ourselves down and speak clearly and loudly.

19   If you're dialing into the conference, please

20   mute your phones.  We would ask that when you

21   testify, you please restate your name and

22   organization.  We will be asking the carriers
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 1   to come up in alphabetical order.

 2        Todd, would you like to say a few things

 3   before we start?

 4        MR. SWITZER:  I would, thank you.  Thanks

 5   for being here.  Two things, first, factually

 6   over the last six months, the MIA has looked at

 7   long-term care filings from nine carriers and

 8   the average requested increase was 36 percent.

 9   The average approved increase was about 12

10   percent, about a third of what was requested

11   from activity recently.

12        Secondly, we got a question from Mr. and

13   Mrs. Edwards related to the Genworth

14   acquisition.  Thank you, if you are on the

15   phone, for your question.  The one comment in

16   response to that regarding Genworth, the

17   largest long-term care carrier in our state.

18   We asked them three questions through the serve

19   system, that is the formal rate filing system,

20   and one of the questions was, we looked at the

21   SCC filings regarding the potential of deals or

22   transactions with China Oceanwide.  We
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 1   understand that the decision on that has been

 2   moved to July 1st.  We noticed that in this

 3   case that part of the transaction allowed for

 4   600 million to be contributed to the maturing

 5   debt; 525 million for the restructuring of the

 6   life insurance business.  But one quote -- and

 7   I'll just read the quote from the SCC, "China

 8   Oceanwide has no future obligation as to

 9   personal intentions --

10        MS. REPORTER:  I'm sorry, can you --

11        MR. SWITZER:  I'm sorry, yeah.  "China

12   OceanWide has no future obligation and has

13   expressed no intentions of contributing

14   additional capital towards our right in the

15   long-term care business."  And our questions

16   were please provide some incite as to why that

17   would be the case and wouldn't this transaction

18   present a unique opportunity for our LLC

19   financial deficiencies and less requested rate

20   increases.  So no decision has been made on

21   those filings, no actions have been taken, and

22   we are going through our questions.  So that
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 1   was all I wanted to put out there.

 2        DEPUTY COMMISSIONER GRODIN:  And I'll also

 3   let everyone know, Todd will be leaving a

 4   little early today to participate in other

 5   conference calls.

 6        MR. SWITZER:  And I'll come back if those

 7   end early.

 8        DEPUTY COMMISSIONER GRODIN:  All right, I

 9   don't think I forgot anything else.  Anybody?

10   Okay, good.

11        So we have Loretta Jacobs, from Bankers

12   Life and Casualty Company.  Hi, Loretta, why

13   don't you come on up to that table?

14        MS. JACOBS:  If everyone is wondering

15   about my shoes, I'm getting over foot surgery,

16   so I'm a little careful about my walking.

17        DEPUTY COMMISSIONER GRODIN:  And just

18   speak clearly and loudly, so not only you can

19   be picked up by the court reporter, but also

20   our microphones and conference calls.  Thank

21   you.

22        MS. JACOBS:  Good morning, Commissioner
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 1   Redmer in the audience, Deputy Commissioner

 2   Grodin, Maryland Insurance Administration

 3   staff, and distinguished guests.  My name is

 4   Loretta Jacobs, and I am the Senior Vice

 5   President of Health Product Management at CNO

 6   Financial Group.  I am responsible for, among

 7   other things, the long-term care business of

 8   Bankers Life and Casualty Company, which is the

 9   largest insurance company under the CNO

10   Financial Group umbrella.  On behalf of my

11   company, I would like to thank you for the

12   opportunity to provide information regarding

13   our recent request to increase premiums on

14   several of our older long-term care insurance

15   policy forms, including:  GR-N050 Long-Term

16   Care; GR-N100 Facility Care and related GR-N105

17   Long-Term Care; GR-N160 Facility Care and

18   related GR-N165 Long-Term Care; and GR-N240,

19   and GR-N270 Facility Care and related GR-N250

20   and GR-N280 Long-Term Care.

21        Before discussing the details of the

22   filing, I would like to provide some
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 1   information around the long-term care business

 2   at my company.  Bankers Life and Casualty

 3   currently ensures more than 300,000 individuals

 4   nationwide, approximately 5,000 in the state of

 5   Maryland, under a long-term care, home health

 6   care, nursing home, or short-term convalescent

 7   care policy.  We have been writing business

 8   since 1987 and we remain actively selling new

 9   policies today, having issued over 300 new

10   policies in the state of Maryland during 2017.

11        At Bankers Life, we are proud of our

12   commitment to offering meaningful insurance

13   coverage to middle market consumers at and near

14   retirement and we believe our long-term care

15   and short-term convalescent care products are

16   an important component of our policyholders'

17   financial security in their retirement years.

18        There are approximately 540 policyholders

19   in the state of Maryland who are insured under

20   one of the various policy series for which we

21   are requesting to increase premiums at this

22   time.  These insureds were issued between 1993
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 1   and 2003, and on average have been in force for

 2   20 years as of the present time.

 3        Across the United States, the policy forms

 4   that we are here to discuss with you today have

 5   been subject to either three or four separate

 6   35 percent premium increases over time; those

 7   without inflation protection subject to the

 8   three increases, and those with automatic

 9   inflation protection were subject to the four

10   increases.

11        However, the State of Maryland has

12   approved five 15 percent premium rate increases

13   and a 4.2 percent increase for policyholders

14   without inflation protection, and has approved

15   seven 15 percent premium rate increases for

16   policyholders with inflation protection.

17        Thus, the full nationwide premium rate

18   level is 17.4 percent higher than the Maryland

19   premium rate level for policyholders without

20   inflation protection.  And the full nationwide

21   rate level is 24.9 percent higher than the

22   Maryland premium rate level for policyholders
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 1   with inflation protection.  As such, we are

 2   requesting that Maryland approve the maximum

 3   allowable 15 percent premium rate increase on

 4   all of these policies, both those with and

 5   without inflation protection, in order to bring

 6   the Maryland premium rate level more in line

 7   with the nationwide rate level.

 8        We believe the equitable thing to do is to

 9   continue to pursue action -- rate action in

10   states that have not approved the full amount

11   of our prior rate increases with the goal of

12   ultimately achieving rate parody across the

13   nation.

14        We understand and respect that the State

15   of Maryland has a 15 percent premium rate

16   increase cap in its regulations.  Therefore,

17   absent any material change in the experience of

18   these policy forms that would indicate a need

19   to change the nationwide premium rate levels,

20   we anticipate we would request an additional

21   premium rate increase in the future for these

22   policyholders in order to bring the Maryland
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 1   premium rate level on par with the nationwide

 2   rate level.

 3        We understand that increasing premiums can

 4   be difficult for insureds who are on fixed

 5   incomes and we make a point to personalize each

 6   notice of a premium rate increase with options

 7   for customers to consider, including paying the

 8   increased amount or, if current coverage is

 9   above the minimum benefits we offer, reducing

10   coverage by increasing the elimination period

11   or reducing benefit period duration.

12        In addition, each customer is invited to

13   call a 1-800 number to explore other possible

14   benefit reductions that may be available in the

15   event that the specific personalized option

16   described in the rate increase notice are not

17   satisfactory to them.

18        We understand that customers may wish to

19   spend time considering the options available to

20   them, so our current practice is to notify

21   customers of an impending premium rate change

22   at least 60 days in advance of the change.  As
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 1   you know, we are required to provide at least a

 2   45-day advance notice of a premium rate change

 3   in the state of Maryland, so our current

 4   process complies with Maryland law and provides

 5   an additional 15 days of advance notice.

 6        We have submitted financial projections to

 7   the Maryland Insurance Administration

 8   documenting the actuarial justification for the

 9   15 percent premium rate increase we are

10   requesting.  Each of the policy forms subject

11   to this premium rate increase request is

12   required to meet a minium lifetime loss ratio

13   of at least 60 percent, and each form's

14   lifetime loss ratio projection is significantly

15   higher than 60 percent.  Each series of policy

16   forms subject to this rate increase request,

17   has accrued experience since inception that is

18   fully credible from a statistical standpoint on

19   a nationwide basis, but it's not credible for

20   the state of Maryland alone.

21        Therefore, the experience data and

22   analysis performed on each of these blocks of
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 1   business, utilizes the nationwide experience.

 2        For the GR-N050 policy series, the

 3   lifetime loss ratio at Maryland's current rate

 4   level is 75.0 percent and decreases to 74.3

 5   percent assuming the premium rate increase is

 6   approved.

 7        For the GR-N100 series the lifetime loss

 8   ratio projection at Maryland's current rate

 9   level is 92.4 percent and decreases to 90.6

10   percent assuming the premium rate increase is

11   approved.

12        Similarly, the current lifetime loss ratio

13   at the Maryland rate level for the GR-N160

14   series is 86.6 percent and would reduce to 84.5

15   percent if the premium rate increase we have

16   requested is approved.

17        Finally, the lifetime loss ratio for the

18   GR-N250 series is 87.1 percent at the current

19   Maryland rate level and we project it to

20   decrease to 84.2 percent if the premium rate

21   increase request is approved.

22        Please note that the lifetime loss ratios
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 1   that I just discussed are calculated as the

 2   ratio of the incurred claims paid benefits,

 3   plus the change in the claim forms to earned

 4   premiums.  Active life reserves, or reserves

 5   accrued to fund future claims which have not

 6   yet occurred, are not included in the

 7   calculation.

 8        One thing I would like to note, however,

 9   is that when an individual insured lapses

10   coverage, the active life reserves associated

11   with those individuals are released.  In

12   accordance with statutory and tax accounting

13   requirements, the released reserves flow into

14   unassigned surplus, where theoretically they

15   could be reallocated to any line of business

16   within our company.

17        However, our current practice at Bankers

18   Life and Casualty is to voluntarily reallocate

19   the reserves released due to rate increase

20   related coverage changes and termination back

21   to the long-term care line of business as part

22   of the non-tax deductible Asset Adequacy
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 1   Reserves we have established for this line.

 2        As of first quarter 2018, the Asset

 3   Adequacy Reserves held $261 million.  This

 4   reserve is scheduled to increase by an amount

 5   indicated by the financial projection results

 6   for the entire LTC line of business, which is

 7   currently $12 million per quarter for the 2018

 8   calendar year plus the amount of reserves

 9   reallocated from the rate increase related

10   coverage changes and terminations.  This amount

11   has recently been running between 1 and $2

12   million per quarter.  This practice of

13   voluntarily reallocating reserves enables

14   Bankers Life and Casualty to build significant

15   additional active life reserves to support our

16   long-term care line of business.

17        I would like to close by noting that the

18   premium rate increase requests we have made are

19   designed to mitigate, or reduce, losses that

20   are expected to merge in the future, and not to

21   recover any past losses that have already

22   occurred.  While the LTC policies subject to
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 1   this premium rate increase request are

 2   regulated to meet a minimum lifetime loss ratio

 3   and are not subject to the rate stabilization

 4   standards that apply to more recently issued

 5   policies, the premium rate increases we have

 6   requested on these policies do actually comply

 7   with the requirements of the rate stabilization

 8   standards as well.

 9        Bankers Life and Casualty believes it is

10   in both our company's interest and our

11   policyholders' interest to continuously monitor

12   our business and work with regulators to adjust

13   premiums as expeditiously as necessary to

14   enable us to maintain a financially stable book

15   of business and honor our commitments to our

16   policyholders to be able to pay their claims

17   when they arise.

18        We look forward to continuing to work with

19   the Maryland Insurance Administration on this

20   filing and any others that may be required on

21   these or other policy forms in the future with

22   the goal of meeting our mutual objective of
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 1   keeping our LTC business at Bankers Life and

 2   Casualty financially sound and stable.

 3        Thank you again for providing me the

 4   opportunity to speak with you today.  I

 5   sincerely appreciate being able to engage in

 6   dialogue on this important issue of the pending

 7   premium rate increases on several of our

 8   long-term care policy forms.

 9        DEPUTY COMMISSIONER GRODIN:  Thank you,

10   Ms. Jacobs.  Anybody on the MIA staff have any

11   questions?

12        MR. SWITZER:  I do.  Thank you.  So you

13   mentioned that these filings affect 540

14   Maryland members?

15        MS. JACOBS:  Yes.

16        MR. SWITZER:  But your total in Maryland

17   for the business is about 5,000 members?

18        MS. JACOBS:  Right, correct.

19        MR. SWITZER:  So for the other 4500, are

20   any of those achieving financial targets, or is

21   that just for the subset outside of the ones

22   that's 500?
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 1        MS. JACOBS:  So we have in the past, in

 2   fact last year we had requested to increase

 3   premiums on one of the newer forms.  I don't

 4   recall offhand how many policies that was.  I

 5   think it was about 200, but, you know, I would

 6   have to look, so please don't totally quote me

 7   on it.  I can get back to you if you need that

 8   number.  We do have several thousand under our

 9   convalescent care program and those right now

10   are doing right in line, behaving right in line

11   with what is expected.  So there's been no

12   contemplated action on those present policies.

13        MR. SWITZER:  Thank you.  And some filing,

14   that the mortality table being used is the 1994

15   GAM table --

16        MS. JACOBS:  Yeah.

17        MR. SWITZER:  -- 90 percent of it.

18        MS. JACOBS:  Yeah.

19        MR. SWITZER:  Are there plans to update

20   that data, I'm just trying to prepare, I know

21   you said future rate increases may be coming

22   within the byproduct of updating the table?
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 1        MS. JACOBS:  You know, we've been looking

 2   pretty carefully at the termination experience

 3   and right now, in fact, we did a large study

 4   last year, the overall termination -- and of

 5   course it's a little -- sometimes it's a little

 6   difficult to separate, you know, you get

 7   termination and you don't necessarily know if

 8   it was lapse or a death.

 9        MR. SWITZER:  Sure.

10        MS. JACOBS:  You know, we don't

11   necessarily get all of that information, but we

12   try our best to try to get that information

13   when we can.  So far we have not seen anything

14   that indicates that that's not the correct

15   table.  It may not be, but so far we haven't

16   seen anything indicating that that's not in

17   line.

18        MR. SWITZER:  Thank you.

19        ASSISTANT COMMISSIONER MORROW:  You gave

20   us the loss ratio, the current loss ratios.

21   What year do you project those loss ratios to

22   go over 100 percent?
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 1        MS. JACOBS:  Well, those are the

 2   lifetimes, so several of the policy forms, you

 3   know, already like if you just look at current

 4   loss ratio are, you know, in excess of 100,

 5   so -- but you know, over the life, they would

 6   be at say 90 or 80 or whatever the number is.

 7   Let me see if I -- I'm like you, I have to take

 8   my glasses off in order to see.  So for

 9   instance, the N100 series here, the current

10   loss ratio, like the 2016 and 2017 year is

11   180-ish percent.  The NO50 series, which is the

12   oldest one, is well over 200 percent currently,

13   current experience.  The N160 series is running

14   about 140 percent currently, the current year.

15   And then the N250, the larger current series

16   is -- it ran 100 percent exactly in 2015.  It

17   ran 122 in 2016, but that was a slightly

18   adverse year.  And then it went to 113, so it's

19   a little over 100 already.

20        ASSISTANT COMMISSIONER MORROW:  Okay.  So

21   they are all over 100, you're quoting the

22   nationwide average?
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 1        MS. JACOBS:  Yes, for the current year,

 2   but over the life they're still -- you know,

 3   just current year versus...

 4        ASSISTANT COMMISSIONER MORROW:  That's

 5   what I was trying to get to, but I'm guessing

 6   the lifetime loss ratio in getting up to that

 7   point, I guess a nationwide basis, because

 8   that's what we're looking at, is that two years

 9   out, is that ten years out?  I'm just trying

10   to...

11        MS. JACOBS:  I'm not -- I don't think I

12   understand the question exactly.

13        ASSISTANT COMMISSIONER MORROW:  Okay.  So

14   the lifetime loss ratio that you quote --

15        MS. JACOBS:  Yes.

16        ASSISTANT COMMISSIONER MORROW:  -- 73

17   percent [inaudible] --

18        MS. JACOBS:  Yup.

19        ASSISTANT COMMISSIONER MORROW:  What year

20   do they get to 100 or close to 100, is it three

21   years from now, is it ten years from now?  I'm

22   just trying to get a sense of that.
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 1        MR. SWITZER:  Well, I think -- correct me,

 2   Todd, I think you did cumulative rather than

 3   yearly.

 4        MS. JACOBS:  Oh, okay, let's see.  I don't

 5   know that I have that information in front of

 6   me.  But I mean, you know, the total cumulative

 7   -- I mean, because you've got, you know, some

 8   of these policies like if I look at NO50, you

 9   know, it's cumulative to the past is already

10   76.  And the overall future would be, you know,

11   300 something percent.  And then you have to

12   discount and all -- and accumulate and all this

13   kind of stuff.  So I don't know that I have

14   that information exactly in front of me.  It's

15   what year the aggregated number gets to over

16   100.  I don't know if I have that here.  I

17   would have to calculate that out.

18        ASSISTANT COMMISSIONER MORROW:  Thank you.

19        DEPUTY COMMISSIONER GRODIN:  Anything

20   else?

21        MR. JI:  Yes.  I know you are saying

22   long-term care is this amount, so what I want
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 1   to know is what are you doing differently now

 2   and in the future typical of apprising that

 3   many years ago, so to ensure your success, you

 4   know, to avoid this kind of rate increase in

 5   the future for the current production and new

 6   production in the future?

 7        MS. JACOBS:  Well, I mean, we -- in fact,

 8   last year when we were here we had increases --

 9   we were here on our increase request form for

10   one of the newest long-term care policies

11   priced under the rate stabilization standard.

12   We did that because we thought, you know, it's

13   important if we see any deviation to act

14   expeditiously, because that reduces the

15   opportunity to get further and further off and

16   potentially have numbers go further and further

17   off.  We also have really pivoted, if you will,

18   to coverage that we think -- and again, our

19   market's a bit different than a lot of other

20   company's market.  We're a middle market

21   company, and long-term care is an expensive

22   product.  So we have sold a lot more on the
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 1   shorter short-term convalescent care products.

 2   They're doing really well.  We focus very

 3   strongly on that market and we're happy with

 4   it.  But, again, we know one thing to learn is

 5   watch the business carefully, make sure you

 6   accrue experience and you weigh it

 7   appropriately and act when indicated.  So

 8   that's one of the things we've learned.

 9        MR. JI:  Thank you.

10        DEPUTY COMMISSIONER GRODIN:  Anything

11   else?  All right, thank you, Ms. Jacobs.

12        Oh, sorry.

13        INSURANCE COMMISSIONER REDMER:  I

14   apologize.  I couldn't hear what you said, did

15   you say that you are or are not writing new

16   business?

17        MS. JACOBS:  We are writing new business.

18        DEPUTY COMMISSIONER GRODIN:  Thank you.

19        Seth Lamont from Continental Casualty

20   Insurance.

21        MR. LAMONT:  Good morning.  My name is

22   Seth Lamont.  I currently serve as Assistant
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 1   Vice President of Government Relations for CNA.

 2   I appear before you today regarding the

 3   long-term care rate filing of Continental

 4   Casualty Company, which is a principal

 5   underwriting subsidiary of CNA Financial.  We

 6   are grateful for this opportunity to explain

 7   our rate need in greater detail.

 8        As MIA is aware, long-term care represents

 9   a substantial portion of CNA's overall

10   business.  As of 2017, the LTC book accounted

11   for approximately 8 percent of CNA's total

12   gross premium written and roughly 40 percent of

13   the company's total reserving obligation.  The

14   fact that LTC reserves comprise such a

15   substantial portion of the company's total

16   reserves is reflective of the long-tail nature

17   of this business and serve to highlight the

18   fact that rate increases are vital to meeting

19   future policyholder obligations.

20        While the reasons for our rate need are

21   not necessarily unique, we respectfully request

22   that the MIA and policyholders alike recognize
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 1   that these increases are vital to ensuring that

 2   adequate reserves are available to CNA in order

 3   to satisfy future claims.

 4        As we have said on a number of occasions,

 5   CNA is committed to meeting policyholder

 6   obligations.  Our primary focus in this regard

 7   is maintaining adequate reserving levels in

 8   order to meet future policyholder obligations.

 9   We have also made significant investments in

10   our long-term care claim operation.

11        Despite the fact that CNA's long-term care

12   business is compromised solely of closed

13   blocks, we continue to actively manage the

14   business to ensure the claims are processed in

15   an appropriate and timely manner.

16        To reiterate, the company's goal with

17   respect to this rate request is to mitigate the

18   adverse impact of these blocks of business on

19   the enterprise.  If an increase of 15 percent

20   were to be approved, the lifetime loss ratios

21   for the blocks subject to our most recent rate

22   filing would fall between 130 and 140 percent.
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 1   As a part of the filing process, we have

 2   reduced our original rate requests, which

 3   ranged roughly from 30 percent to 50 percent

 4   range for these products downward to 15 percent

 5   for all four products.  Given the lifetime loss

 6   ratios well in excess of 100 percent, CNA,

 7   rather than policyholders, will continue to

 8   absorb the vast majority of the financial

 9   burden associated with these policies going

10   forward.  As MIA is aware, CNA has and will

11   continue to pay billions of dollars in

12   long-term care claims on a nationwide basis.

13        Given the age of these blocks of business,

14   we colloquially refer to them as older

15   products.  While we have six of these blocks,

16   we determined that we would limit our rate

17   request to four out of the six products,

18   including LTC1, Premier Classic, Preferred

19   Advantage, and Tax Qualified or TQ.  We elected

20   not to include the other two given the high

21   attained age and relatively limited number of

22   policyholders.  There are approximately 4,000
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 1   Maryland policyholders whom collectively pay

 2   8.8 million in premium across these four

 3   products.  With an increase of 15 percent,

 4   average yearly premiums for these products

 5   would be in the range of 2,000 to 3,000

 6   dollars.

 7        It should also be noted that these

 8   products were written during a time period

 9   where many policies issued by the industry as a

10   whole included such benefits as automatic

11   inflation riders, an unlimited benefit; and as

12   such, many of these policyholders subject to

13   CNA's rate filing also include these generous

14   benefits.  In addition to being able to avail

15   themselves of benefits that might not be

16   available in the current marketplace, given

17   that these are guaranteed renewable policies,

18   our insureds will be able to renew their

19   policies without any additional health

20   screening at rates that are moderately greater

21   than what they are now paying.  If a 15 percent

22   increase were to be approved, our policyholders
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 1   would pay an additional few hundred dollars per

 2   year on these policies.  With respect to the

 3   limited number of policyholders who elect not

 4   to retain their coverage, the associated

 5   reserves are expected to be largely devoted to

 6   the funding of future claim obligations.

 7        Benefit reduction options available to

 8   policyholders to mitigate the impact of the

 9   proposed rate increase include reducing the

10   maximum benefit period, reducing the daily

11   benefit, increasing the elimination period,

12   and/or dropping any other optional rider, such

13   as inflation.

14        Paid up benefits.  In addition to the

15   aforementioned options, CNA also offers our

16   policyholders the opportunity to discontinue

17   paying premiums while retaining a lifetime

18   benefit amount equivalent to the nominal sum of

19   their lifetime premium paid to date.  Known to

20   the experts in the room as the contingent

21   non-forfeiture option, this is being offered to

22   all insureds, regardless of issue age or rate
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 1   increase amount.

 2        As I appear before you today, CNA's rate

 3   need is not only the factors unique to CNA, but

 4   rather erroneous assumptions that were made at

 5   the outset by the industry as a whole in our

 6   originally filed and approved rates.  As most

 7   are aware, both macro-oriented assumptions as

 8   well as more micro-oriented assumptions put

 9   into place at the outset with respect to

10   long-term care rates have proved erroneous.

11   Persistency remains a key driver of our

12   collective rate need going forward.  At the

13   outset, as an industry, we projected that

14   approximately three times as many policyholders

15   would terminate their policies than did so in

16   reality.

17        Long-term care insurance was originally

18   priced as a lapse-supported product, which

19   means the original premiums could be lower for

20   the block if some policyholders were assumed to

21   voluntary -- voluntarily lapse their policies

22   at some point in the future without ever
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 1   claiming benefits.  In rough terms, some of the

 2   originally filed and approved rates across the

 3   country assumed greater than 10 percent lapse

 4   rates, and experience has shown that lapse

 5   rates would be less than 1 percent.  Greater

 6   than expected persistency has led to a

 7   dramatically increased -- has led to

 8   dramatically increased and anticipated claim

 9   costs as significantly more policyholders have

10   chosen to retain their policy -- significantly

11   more policyholders have chosen to retain their

12   policies than was originally anticipated.  This

13   persistency impact to rates is driven not only

14   by policyholder lapses, but also lower than

15   expected mortality.  While this is positive

16   from a societal perspective, this leads to a

17   greater rate need to support additional

18   expected future claims.

19        Terminations stand at 34 percent of what

20   was originally assumed for our individual

21   long-term care business.  Put more simply, of

22   these policyholders that we estimated would
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 1   terminate, we have seen only one-third of those

 2   actually terminate their policies.  While this

 3   figure includes terminations owing to deaths,

 4   in our view, this figure demonstrates that,

 5   even in the face of significant increases,

 6   policyholders continue to find substantial

 7   value in retaining the benefits that are

 8   offered under our long-term care policies.

 9        As noted, long-term care is significant to

10   CNA from an enterprise perspective with 40

11   percent of our total reserves being devoted to

12   these anticipated liabilities.

13        The company remains committed to meeting

14   policyholder obligations from both a financial

15   and operational perspective.  Policyholders are

16   being offered a number of options to reduce

17   their benefits in order to mitigate the impact

18   of the proposed premium increase.

19        CNA's current experience is not unique,

20   but rather on par with that of our peers in

21   terms of the challenges resulting especially

22   from the originally filed and approved interest

�

0037

 1   rate and lapse assumptions.  Despite

 2   significant upward adjustments in premiums in

 3   recent years, terminations are running at 34

 4   percent of what was originally assumed, which

 5   again indicates that policyholders see

 6   substantial value in retaining their coverage.

 7        DEPUTY COMMISSIONER GRODIN:  Thank you,

 8   Mr. Lamont.  Questions from the MIA?

 9        MR. SWITZER:  Please.  Thank you.  In

10   looking at the 2017 form five and experience of

11   a long-term care block, of that cumulative

12   actual for the Maryland home business had a

13   loss ratio of 69 percent, 500 million, half a

14   billion income nationwide loss ratio of 75

15   percent, Maryland six points lower, was any

16   credibility assigned to the Maryland honing

17   experience for those 4,000 members beyond

18   clearing out the rate increase on the claims

19   side?

20        MS. REPORTER:  I'm sorry, beyond what?

21        MR. SWITZER:  Was credibility, any

22   credibility, partial or otherwise given to the
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 1   Maryland experience, not so much on the income

 2   side, where I can see the model and where you

 3   laid out the Maryland increases rather than the

 4   nationwide increases, but on the claims side,

 5   the six point loss ratio difference?

 6        MR. LAMONT:  My understanding, and I will

 7   verify with our actuarial team and get back to

 8   you, but my understanding is that we primarily

 9   would use nationwide experience.

10        MR. SWITZER:  Fully?

11        MR. LAMONT:  Yeah, that's my

12   understanding, but I will verify that for you.

13        MR. SWITZER:  Thank you.  You answered my

14   other one, thanks.

15        ASSISTANT COMMISSIONER MORROW:  Quick

16   question.  Did I hear you correctly you said

17   the only lapse that you see are from death?

18        MR. LAMONT:  No, no.  I said that the

19   terminations include lapses by reason of death.

20        ASSISTANT COMMISSIONER MORROW:  And the 10

21   percent lapse that was assumed originally when

22   the policies were sold, was that industry
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 1   average?

 2        MR. LAMONT:  No, I would say it was around

 3   4 percent probably.  My understanding is that

 4   they've been as high as 10 percent.  That's why

 5   that was included.

 6        ASSISTANT COMMISSIONER MORROW:  So you

 7   made an assumption, 10 percent, in the industry

 8   was more along the lines of 4, 5 percent?

 9        MR. LAMONT:  I don't know that ours was,

10   I mean, that's more of a general industry

11   comment.

12        ASSISTANT COMMISSIONER MORROW:  Okay.

13        DEPUTY COMMISSIONER GRODIN:  Anybody else?

14   Oh, Jeff?

15        MR. JI:  Oh, you originally asked average

16   around 44 percent rate increase for all of

17   those forms.  I would like to know if the

18   assumption is sustainable as to that, the total

19   you are looking for for these four forms?

20        MR. LAMONT:  We chose to substantially

21   reduce our ask, owing to the age and the

22   distress nature of these blocks.  I mean, if we

�

0040

 1   were to target a 60 percent lifetime loss ratio

 2   for instance, as you know the rate increase

 3   would be substantially more.  Running in the

 4   thousands of percentage points.

 5        MR. JI:  Right, right.

 6        MR. LAMONT:  So, no, I would not say that

 7   what we've asked for would, quote, unquote,

 8   stabilize these blocks.  I mean, our goal here

 9   is just to minimally mitigate the, you know,

10   adverse financial impact of these four blocks

11   to our enterprise.

12        MR. JI:  But even we, you know, under 44

13   percent rating or these four blocks or forms,

14   they are lifetime loss ratio of above 100

15   percent.  So you have a big range of the, you

16   know, options to ask for rate increase, so what

17   is the best point, you know, you think the

18   point you can pursue?  So is my question clear?

19        MR. LAMONT:  I'm not sure I fully

20   understand.

21        MR. JI:  I think so you can ask a 100

22   percent rate increase, 200 percent increase,
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 1   the lifetime loss is still, you know, pretty

 2   high, still above 60 percent, so we would like

 3   to know what is the best point for you?

 4        MR. LAMONT:  What is the best rate --

 5        MR. JI:  Rate increase --

 6        MR. LAMONT:  -- level for CNA to have for

 7   these blocks?

 8        MR. JI:  Yeah, yeah.  I mean --

 9        MR. LAMONT:  Again, it would be many

10   multiples of what we've asked for, but we've

11   made a business decision not to impose that on

12   our policyholders with respect to these four

13   blocks.

14        MR. JI:  It looks like currently you don't

15   have a good idea how much you even ask for

16   after this 44 percent rate increase, how much

17   more you're going to pursue?

18        MR. LAMONT:  I would say we won't -- I can

19   say fairly confidently that we probably will

20   not pursue anything of greater magnitude for

21   these blocks than what we're presently

22   pursuing.  And I say that because, you know,
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 1   two of the -- two of the four that we decided

 2   not to pursue rate increases for because of the

 3   attained age and the distress nature of those

 4   blocks as these blocks become more and more

 5   stressed, I -- distressed, I would not

 6   anticipate that we would be asking for more

 7   rate than we're presently asking for.

 8        MR. JI:  Okay, thank you.

 9        DEPUTY COMMISSIONER GRODIN:  Thank you.

10   Anything else?  All right, thank you,

11   Mr. Lamont.

12        Next up we have Northwestern Long Term

13   Care Insurance Company with Mr. Gurlik.

14   Welcome.

15        MR. GURLIK:  Good morning, and thank you

16   for holding today's hearing and inviting

17   Northwestern Long Term Care Insurance Company,

18   which I will refer to as NLTC, to participate.

19   Also, thank you to the consumer who is here

20   today.  We appreciate your comments and

21   participation as well.

22        My name is Greg Gurlik, and I'm an actuary
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 1   with NLTC, and responsible for pricing our

 2   long-term care insurance products.  I'm going

 3   to provide some background on our LTC product

 4   line, and our approach to the LTC business.

 5   Then I'll share some information on our

 6   consumer research and our communications plans

 7   associated with our rate increases.

 8        NLTC is wholly owned by its mutual parent

 9   company, Northwestern Mutual.  And NLTC

10   embraces the mutual values of its parent by

11   selling participating policies and focusing on

12   long-term policy owner value.  We try to keep

13   the cost of our long-term care policies low

14   through consistent underwriting, prudent

15   investments, and diligent expense management.

16        NLTC came relatively late to the LTC

17   market, having sold its first policies in 1998.

18   Especially with our high anticipated

19   persistency, based on the experience from

20   Northwestern Mutual's life insurance products,

21   we initially had much higher premiums than most

22   of our competitors.  Unfortunately, however, we
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 1   are not immune to the challenges in the LTC

 2   marketplace.

 3        Our recent experience evaluations

 4   indicated that sizable rate increases are

 5   appropriate on our policies sold from 1998 to

 6   2013.  However, after gathering input from our

 7   financial representatives, we decided to take a

 8   more measured approach.  Late in 2016, we began

 9   filing our first LTC rate increase nationwide

10   for amounts primarily ranging from 10 to 30

11   percent.  With the rate increase annual limits

12   in Maryland, we requested and received approval

13   for increases of 10 to 15 percent.  In 2017, we

14   followed up with this rate increase request to

15   keep the premium rate increase for Maryland

16   policy owners in alignment with the rest of the

17   nation.

18        As part of our rate increase filing, we

19   are providing a paid-up Non-Forfeiture Option

20   to all affected policy owners, even though our

21   requested increase is smaller than the

22   thresholds, which are required for most
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 1   policies.  Under this feature, a policy owner

 2   choosing to not pay the increased premiums

 3   within 120 days of the premium increase

 4   effective date will receive a paid-up benefit

 5   equal to the total amount of all premiums paid

 6   since they first bought the policy.

 7        As I indicated earlier, the 2016 filing

 8   was the first rate increase ever for

 9   Northwestern on in force LTC policies in our

10   now 20 years in the long-term care insurance

11   business.  We heard loud and clear from

12   consumers that communication and transparency

13   are of utmost importance.  As such, we held

14   consumer focus groups as well as engaged in an

15   ongoing dialogue with our financial

16   representatives, to help inform our processes

17   and decision-making.  We learned the importance

18   of explaining to policy owners why this rate

19   increase was needed, as well as the importance

20   of providing clients with a wide variety of

21   options if they choose not to pay the full

22   increase.
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 1        Our approach to providing this information

 2   to policy owners is three-pronged:

 3        First, after our company's board of

 4   directors made the decision to request

 5   increased rates in 2016, as we began the filing

 6   process we mailed letters to all impacted in

 7   force long-term care policy owners, 2,100 of

 8   whom were Maryland policy owners.  This letter

 9   was in addition to the required policy owner

10   notification letter.  This letter informed

11   policy owners that we expect to implement a

12   premium rate increase and described the

13   challenging LTC environment.  In this letter,

14   we also provided financial representative

15   contact information as well as an 800 number

16   for our home office dedicated service center.

17        Second, due to our exclusive agency

18   structure, we have financial representatives

19   who often have developed deep life-long

20   relationships with their clients, where they

21   develop a financial plan taking into account

22   the specific circumstances of their clients.
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 1   For instance, over half of our long-term care

 2   policy owners also own other Northwestern

 3   Mutual products as part of a comprehensive

 4   financial plan.  As such, our financial

 5   representatives are in a fairly unique position

 6   to discuss the rate increase with their clients

 7   and to provide options so that their clients

 8   can make well-informed decisions.  Toward this

 9   end, we provide our financial representatives

10   with lists of impacted clients so that they can

11   proactively work with their clients to provide

12   client-specific options.

13        Third, as I mentioned, we have a dedicated

14   home office service center where the sole focus

15   of the service reps is to answer policy owner

16   questions and to provide options related to

17   this rate increase.

18        Then, because we heard from consumers that

19   it is important that they have enough time to

20   make more-informed decisions on how to proceed,

21   we decided to send the specific policy owner

22   notifications 60 to 120 days prior to the
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 1   policy owner's anniversary, depending on the

 2   timing of state approval, generally providing

 3   more time than the minimum required note.

 4   These notifications provide specific

 5   information regarding the amount of the rate

 6   increase and the range of available options to

 7   reduce benefits in order to maintain the

 8   premium or reduce the amount of the increase.

 9   We have heard from consumers that having an

10   option is extremely important, so in addition

11   to the options in the letter, we provide

12   contact information for our dedicated service

13   team to discuss the other options available to

14   policy owners' specific circumstances.

15        While being faced with a rate increase is

16   certainly not ideal, we are striving to be

17   transparent and to make the client's experience

18   as positive as possible, allowing consumers to

19   make sound decisions for their particular

20   circumstances.

21        Thank you again for holding today's

22   hearing, and for inviting us to participate.
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 1        DEPUTY COMMISSIONER GRODIN:  Thank you,

 2   Mr. Gurlik.  Anybody have questions?

 3        MR. SWITZER:  Thank you.  I see that these

 4   filings, as you've mentioned affect 2100

 5   Maryland members out of a total in the state of

 6   about 3100, so about two-thirds.  And, again,

 7   from form 5 in the 2017 financial statements, I

 8   see the Maryland loss ratio at 9.7 percent, the

 9   nationwide loss ratio at 16 percent.  I had as

10   a rule of thumb that these 2100 policies, the

11   duration they were sold in about 2002, about

12   duration 16.  So my question is:  With the

13   Maryland loss ratio at 9.7 and the nationwide

14   at 16 percent, is not a present value, just a

15   straight cumulative, how far off is that from

16   what you were hoping to get at this point in

17   time if you had any kind of sense of that,

18   please?

19        MR. GURLIK:  From what we were hoping to

20   get?

21        MR. SWITZER:  Yeah.  When you initially

22   priced and had your long-tail business, when
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 1   you looked at the initial loss ratio to be very

 2   low, loss ratio today, that ratio is 15 plus

 3   very high, given that we're maybe halfway

 4   through the life of a typical policy, our

 5   general tables would expect, although it's a

 6   lot of range, that if you're halfway through

 7   your loss ratio cumulative maybe year round

 8   30ish or so, but we're seeing 10 and 16,

 9   wondering if you had a comment on that?

10        MR. GURLIK:  No, and actually we're

11   nowhere near halfway through the benefit side

12   of the equation.  So right now if we look at

13   this block of business, and you looked at the

14   claims that we anticipate seeing over the

15   lifetime of the block, we have not even seen 5

16   percent of the present value of claims.  So

17   nationwide even, we do not feel that our

18   business is credible, and certainly not

19   credible at the state level.  The nationwide

20   experience, you quoted something, 16.9 or

21   something like that --

22        MR. SWITZER:  16 percent.
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 1        MR. GURLIK:  Our experience to date has

 2   not been significantly worse on these blocks

 3   than anticipated.

 4        MR. SWITZER:  Okay.

 5        MR. GURLIK:  Our primary concern is that

 6   the future expectation is much worse than what

 7   we originally anticipated.  A lot of that is

 8   driven by changes in the claim cost anticipated

 9   certainly, but also that there are going to be

10   far more people still in those later durations

11   who we anticipate will have claims.  And we are

12   trying to get in early now, so that the class

13   can be spread over a larger pool of policy

14   owners.

15        MR. SWITZER:  And I understand the

16   nationwide to go up to 48,000 first --

17        MR. GURLIK:  Right.

18        MR. SWITZER:  But yet I fully understand

19   that at the second half of what's going to

20   happen or projected to happen, trying to get

21   that first piece of empirically what has

22   actually happened.  I hear you say so far it's
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 1   okay, but the data projections up 410

 2   something, to significantly --

 3        MR. GURLIK:  Right.  On a cumulative

 4   basis, we are not very much worse than

 5   anticipated.  We have seen significant upticks

 6   in claims in 2016 and 2017, which kind of bodes

 7   poorly for the future.

 8        MR. SWITZER:  That answers my questions.

 9   Thanks.

10        DEPUTY COMMISSIONER GRODIN:  Anyone else?

11   Adam.

12        MR. ZIMMERMAN:  So it would be safe to

13   assume that the reason for the projected future

14   claims is due to I guess you would call

15   severity of claims, because I believe you had

16   indicated at the start of your testimony that

17   your lapse assumption was lower to begin with

18   than what other competitors have priced, is

19   that the driving cost, just the length of time

20   that people are staying on claims?

21        MR. GURLIK:  Actually it's a function of a

22   number of different things, but no, even though
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 1   we use relatively low lapse rates in our

 2   original pricing, they were still well in

 3   excess of what we now anticipate.  Back when we

 4   were pricing these products we had relatively

 5   low price -- or we had high persistency.  Our

 6   policyholders stay around forever, basically on

 7   the life side.  We anticipated the same sort of

 8   thing in the LTC side.  But LTC persistency

 9   rates are even higher than life insurance in

10   general.  Much higher.

11        MR. ZIMMERMAN:  Thank you.

12        DEPUTY COMMISSIONER GRODIN:  Anyone else?

13   Thank you.  Oh, I'm sorry, go ahead, Jeff.

14        MR. JI:  So how do you ensure your

15   business practice is effective typical for

16   claim management, in the rate implementation,

17   so any improvement in the future?

18        MR. GURLIK:  In claim administration?

19        MR. JI:  Yeah, and administration on the

20   rate implementation.

21        MR. GURLIK:  Yeah, I think practices have

22   changed dramatically over the lifetime of the
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 1   business.  And in general, we're a company that

 2   we don't really manage the loss ratios.  We

 3   price the business on regular basis and in the

 4   past when we priced the business, every year we

 5   would take a look at assumptions, update them.

 6   We actually did pay dividends in past years,

 7   and that was around 2007 until around 2012,

 8   2013.  And as we've priced the business more

 9   recently, obviously we've seen our assumptions

10   deteriorate and that's driving the need for the

11   rate increase.

12        On the claim administration side, I think

13   we've certainly taken a look at our processes

14   and our objective is to pay all legitimate

15   claims.  At the same time that means we have an

16   obligation to our other policy owners to make

17   sure that we aren't paying fraudulent claims.

18   We aren't paying claims of people who have not

19   yet met the eligibility criteria of the

20   policies.

21        MR. JI:  How about the rate implementation

22   side?
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 1        MR. GURLIK:  The rate implementation side,

 2   as you know, we've had a recent challenge in

 3   Maryland.  That was a unique situation where

 4   Maryland had a state-specific version of a

 5   benefit for a period of time, which they

 6   discontinued in 2008.  So at that time we

 7   started issuing our nationwide version of that

 8   benefit.  And we did have a little challenge

 9   implementing the last rate increase where we

10   eliminated the state-specific rates in

11   Maryland.  So when we discovered that, we did

12   make a decision that impacted about 14 policy

13   owners.  We made a decision to honor the lower

14   rates that were implemented than we

15   anticipated.  And we also looked ahead and

16   said, well, in the future, the rates would have

17   actually been higher than what the

18   state-specific benefit was.  So we are honoring

19   the lower of the nationwide in Maryland

20   specific rates on that benefit in the future.

21        MR. JI:  How about any improvement in the

22   future to avoid this kind of, you know,
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 1   inconsistency?

 2        MR. GURLIK:  Yeah, I think that our

 3   procedures were actually fairly robust for

 4   almost all situations.  Unfortunately, with the

 5   state-specific benefit here, we do have changes

 6   in our process so that we can test a wider

 7   selection of rates.

 8        MR. JI:  Thank you.

 9        DEPUTY COMMISSIONER GRODIN:  Adam,

10   anything?

11        ASSISTANT COMMISSIONER MORROW:  I

12   apologize if I missed it.  Did you address the

13   released reserves, what happened with those to

14   the extent --

15        MR. GURLIK:  Released reserves?  Well --

16   and here I know Loretta kind of covered it in

17   general, but when we're repricing the business

18   every year, those releases are part of what we

19   are evaluating from a pricing perspective.

20   We're not managing the business by a loss

21   ratio.  We're managing to get a return on the

22   business that helps grow surplus for the

�

0057

 1   company in the future and then we check to make

 2   sure that we're meeting minimum loss ratio

 3   requirements.  That's a little different

 4   approach than from other companies.

 5        ASSISTANT COMMISSIONER MORROW:  Thank you.

 6        DEPUTY COMMISSIONER GRODIN:  Thank you

 7   very much.

 8        And our last company is Unum.  And do I

 9   have this right, Mr. Lemoine?

10        MR. LEMOINE:  Yes.

11        DEPUTY COMMISSIONER GRODIN:  All right.

12        MR. LEMOINE:  Good morning, everyone.  On

13   behalf of Unum, we would like to thank the

14   Maryland Insurance Administration, members of

15   the staff here today, and others for holding

16   this hearing.  And we want to thank each of you

17   who are participating or listening in today.

18        My name is John Lemoine and I am the

19   Assistant Vice President and legal counsel for

20   Unum's Closed Block Operations business unit.

21        With me today is Jeff Condit, who is also

22   a member of that business unit and who is the
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 1   Senior Vice President of Finance for Unum's

 2   Closed Block Operations.

 3        The Closed Block Operations business unit

 4   is comprised of products that Unum no longer

 5   markets, including our long-term care business.

 6        Unum exited the individual long-term care

 7   market in 2009 and exited the group long-term

 8   care market in 2012.  The vast majority of our

 9   long-term care policies were issued between

10   1989 and 2012.  Unum has just under a million

11   long-term care insureds nationwide, including

12   approximately 3600 Maryland individual

13   long-term care policyholders and approximately

14   14,000 insureds who are covered under group

15   long-term care policies issued to Maryland

16   employers.

17        As context for today's hearing, this

18   pending increase is focused on our older block

19   of Maryland individual policies.  Those that

20   were typically sold from approximately 1991 to

21   2003.  Under that block of policies, the total

22   number of Maryland policyholders who would be
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 1   impacted by this requested increase would be

 2   approximately 1600 insureds.  And I'll provide

 3   a bit more information about those

 4   policyholders in just a moment.

 5        We at Unum take our commitment to our LTC

 6   policyholders very seriously.  We have a team

 7   of over 180 LTC professionals who are dedicated

 8   to providing customer service and administering

 9   benefits.  Our top priority is to meet our

10   obligations to each of our customers, including

11   providing benefits in their time of need.

12        During 2017 we paid over $371 million in

13   long-term care benefits nationwide and over 9

14   million in long-term care benefits to Maryland

15   policyholders.  Another priority of ours is to

16   manage all of our insurance products to ensure

17   the financial stability of our operating

18   companies, both for the short-term horizon and

19   for long-term sustainability.  This is

20   extremely important not only for our LTC

21   policyholders, but for all of our

22   policyholders.
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 1        When Unum entered the long-term care

 2   business in the late 1980s, we determined our

 3   prices using the best data available at the

 4   time, applying assumptions and predictions

 5   about how future experience would develop.

 6   Unfortunately, like many in the industry, our

 7   actual experience in the years, and even

 8   decades, since we issued these LTC policies has

 9   turned out to be significantly different than

10   the actuarial assumptions that we used to set

11   original prices.  These differences include:

12        The fact that individuals covered under

13   long-term care policies are living longer and

14   holding onto their coverage longer than

15   anticipated, leading to more claims being made

16   than had been originally projected; also, once

17   individuals are on claim, they are staying on

18   claim longer than expected; and at the same

19   time, investment earnings on the reserves we

20   hold to pay claims continue to be significantly

21   lower than originally projected, given the

22   sustained low interest rate environment.  As a
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 1   result of the combination of these factors, our

 2   long-term care block has suffered significant

 3   overall losses.

 4        In 2006, when the financial reality of

 5   Unum's long-term care business started to

 6   become more clear and credible, we filed our

 7   first long-term care rate increase request to

 8   mitigate financial and enterprise risk.  Our

 9   goal in the long-term care rate increases we

10   are requesting on these individual policies is

11   not to generate profits, nor to recoup any of

12   the past losses we have experienced.  Instead,

13   rate increase requests on these policies have

14   been aimed solely at moving these policies to a

15   point of self-sustainability on a go-forward

16   basis.

17        We want to ensure that our reserves plus

18   premiums for this block of policies are

19   sufficient to pay all projected claims and

20   expenses.  With that in mind, the rate

21   increases we have requested nationwide on this

22   block of individual policy forms represents
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 1   only above 24 percent of the amounts we could

 2   ask for as actuarially justified.

 3        Here in Maryland, because of the state's

 4   15 percent per year increase cap, our current

 5   request is for a 15 percent increase each year

 6   over five years for policies that currently

 7   include a 5 percent compound unlimited benefit

 8   inflation; and a 15 percent increase each year

 9   for four years for policies that currently

10   include a 5 percent simple unlimited inflation.

11   As a result, this pending rate increase request

12   would apply to just under 1600 of our Maryland

13   individual policyholders.  With this rate

14   increase request, we are also proposing a

15   "landing spot" option to help our policies

16   mitigate the impact of this increase.  And I

17   will describe that "landing spot" option in

18   just a moment.

19        We will continue to monitor and evaluate

20   the experience of our LTC business, as we are

21   charged to do under regulatory and actuarial

22   standards.  If experience develops adversely to
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 1   our current projection, we may need to return

 2   to Maryland with rate increase requests in the

 3   future.

 4        Even though we are seeking less than what

 5   is actuarially justified, we at Unum recognize

 6   that long-term care rate increases may present

 7   many of our customers with a significant

 8   challenge in maintaining their coverage.  For

 9   that reason, we have developed our version of a

10   rate increase "landing spot" for each of our

11   individual customers who will be faced with

12   this rate increase.

13        Here is how our landing spot option works:

14        First, as mentioned earlier, this proposed

15   individual long-term care rate increase applies

16   only to our customers who have a policy

17   currently containing a 5 percent uncapped

18   compound, or a 5 percent uncapped simple

19   inflation feature.  And related to that point,

20   this proposed increase would not apply to any

21   policies that do not include uncapped

22   inflation, or to policyholders -- or to
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 1   policyholders who were offered and who elected

 2   a landing spot option in an earlier rate

 3   increase.

 4        Second, each of our Maryland policyholders

 5   subject to this rate increase may entirely

 6   avoid the proposed increase by electing to

 7   reduce their annual inflation adjustment from 5

 8   percent to 3.4 percent on a go-forward only

 9   basis.  In other words, a policyholder who

10   elects the landing spot with this rate

11   increase, would retain the 5 percent annual

12   benefit increases that have already been

13   applied to their coverage, with inflation

14   increases then applied on a go-forward basis at

15   the reduced annual rate of 3.4 percent.

16        Finally, our rate increase request

17   proposes that impacted Maryland policyholders

18   who do elect this landing spot, rather than

19   accepting the proposed premium increase, will

20   avoid not only the first proposed 15 percent

21   incremental increase, but will avoid each

22   additional 15 percent increment up to the full
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 1   amount requested in this filing.  That is,

 2   policyholders with 5 percent compound uncapped

 3   inflation, who elect this 3.4 percent landing

 4   spot, will avoid a total of 5 increases of 15

 5   percent each, and policyholders with 5 percent

 6   simple uncapped inflation will avoid a total of

 7   4 such increases.

 8        Unum's landing spot has been approved in

 9   49 states to date.  And we have seen a positive

10   response to this option by our customers.

11        Also in addition to this landing spot

12   option, whether related to a rate increase or

13   not, Unum's customers also continue to have the

14   option to adjust other benefit features on a

15   go-forward basis to reduce the level of their

16   premium.  These adjustments might include

17   reducing the benefit period, increasing the

18   elimination period, or adjusting daily benefit

19   levels.

20        Also, in connection with Unum's long-term

21   care premium increases, we provide each of our

22   impacted policyholders with the ability to
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 1   select a non-forfeiture option, where the

 2   policyholder may choose to no longer pay

 3   premiums going forward, but nevertheless

 4   retains long-term care coverage in an amount

 5   equal to the total premiums paid by the

 6   policyholder on that policy.

 7        We at Unum believe that no long-term care

 8   policyholder should surrender his or her

 9   coverage as the result of a rate increase, and

10   we believe these options offer reasonable

11   alternatives to our insureds at various levels

12   of affordability.

13        In closing, we acknowledge how difficult

14   long-term care rate increases can be for our

15   policyholders.  And, we will continue to serve

16   our customers as effectively as possible by

17   offering reasonable alternatives to manage

18   affordability and by providing quality service

19   during the life of the policy, including most

20   importantly at the time of claim.

21        Thank you again and we would be happy to

22   answer any questions you might have.
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 1        DEPUTY COMMISSIONER GRODIN:  Thank you

 2   very much.  Questions for Mr. Lemoine?

 3        MR. SWITZER:  Thank you.  And I apologize

 4   in advance if you've answered a question that I

 5   wasn't here for when I left the room.  So I see

 6   that for which you filed 5 rate increases in

 7   the past that have been approved, so since 2006

 8   rates have above doubled, and the request here

 9   is for five more so that the lifetime would be

10   increase factor of about 4.7, almost five times

11   increase.  So my question is:  Recognizing that

12   these aren't the only Unum filings, we've

13   worked with you on others, so this filing

14   affects 3600 Maryland members, we got -- in

15   Maryland, Unum's got about 19,000 Maryland

16   members and similar questions for you as other

17   companies, are there any subsets of Maryland

18   business that are achieving targets or is the

19   whole Maryland pool that you have not achieving

20   targets, please?

21        MR. LEMOINE:  The history of the rate

22   increases we've filed that you mentioned
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 1   reflects -- we got -- we've divided our block

 2   of business into sort of three blocks based on

 3   the issue era, the issue ages -- not ages, but

 4   the issue time periods of the blocks.  And

 5   there are three blocks that we have sought rate

 6   increases on, which you're familiar with.

 7   There's one block of group policies that are

 8   our most recently issued business that we have

 9   not sought rate increases on to date.  But we

10   have the entire block of our long-term care

11   business, in 2014 we did a comprehensive review

12   of the business and put the entire block into

13   loss recognition status.  And we continued to

14   assess our experience against our current

15   assumptions that we are using today to test

16   that experience and will continue to do that

17   over time to see whether additional action

18   might be necessary.  But to answer your

19   question at this moment, there is a block

20   regarding a group policy that we have not

21   sought rate increases on.

22        MR. SWITZER:  That helps, thank you.
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 1        MR. CONDIT:  And I think you also asked of

 2   the 3600 policyholders in this coverage cohort,

 3   are there any components of that that are

 4   achieving pricing --

 5        MR. SWITZER:  Well, I meant --

 6        MR. CONDIT:  -- or achieving profitability

 7   goals or are achieving our objectives.

 8        MR. SWITZER:  Outside of the 3600 with

 9   19,000 total in the state, of the non 3600, are

10   any of those --

11        MR. CONDIT:  Oh, okay, I misunderstood

12   your question.  I think you got the question

13   right.

14        DEPUTY COMMISSIONER GRODIN:  Anything else

15   from the MIA?  Oh, I'm sorry, Jeff.

16        MR. JI:  The -- I noticed your experience

17   in Maryland is so far there is a loss ratio

18   that are much better than nationwide, also with

19   the size of the policyholders.  So I want to

20   know how much of the corporate is that found

21   into the --

22        MS. REPORTER:  I'm sorry, I didn't hear
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 1   what you said.

 2        MR. JI:  Consider -- best consider

 3   Maryland experience, corporate Maryland

 4   experience into the rate increase request?

 5        MR. LEMOINE:  So I will attempt to answer

 6   that, but our chief pricing actuary who was

 7   here with us for the last hearing was

 8   unavoidably unable to be here today, so he

 9   might be able to answer that question directly

10   for you.  I don't have that information and we

11   will certainly try to provide that to you when

12   we return to the office.

13        MR. JI:  Okay.

14        MR. CONDIT:  I mean, to my knowledge,

15   we're pricing generally nationwide experience

16   because of the credibility of that.

17        MR. JI:  We notice -- yeah, normally we

18   see that, but for this finding you have around

19   3600 members in force, it's a good size.

20        MR. CONDIT:  Yeah, that doesn't

21   necessarily mean we've hit a point where those

22   have reached claim levels.  Just the number of
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 1   policyholders isn't necessarily an indication

 2   of credibility of the claim circumstances we'll

 3   be dealing with.

 4        MR. JI:  Okay.  Also, I noticed that your

 5   current finding is based on 2014, so how often

 6   do you update the assumption?

 7        MR. CONDIT:  So in 2014 we did a

 8   comprehensive update of our experience and

 9   actually strengthened our gap basis reserve,

10   and we've been using that assumption basis for

11   pursuing rate increase requests nationwide

12   including Maryland.

13        We at this time are going through a

14   comprehensive update again, now that four or

15   five years have passed.  So we don't have the

16   results of that at this most recent update on

17   our assumptions to tell you where that's going

18   to go.  But we do update it ever three to four

19   years, basically.

20        As this experience is very, very long

21   term, very, very long-tail, it takes a number

22   of years for us to see whether or not our
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 1   expectations are holding or not.  We don't

 2   simply react to one-quarter or another.

 3        MR. JI:  Thank you.

 4        DEPUTY COMMISSIONER GRODIN:  Thank you.

 5   Anything else?

 6        MR. ZIMMERMAN:  No.

 7        DEPUTY COMMISSIONER GRODIN:  Thank you

 8   very much.  That concludes the first part of

 9   this hearing, which is the testimony from the

10   carriers.  We're going to turn now to six

11   individuals who have asked to speak as

12   interested parties.

13        And I'll begin with Mr. Burgan who is here

14   with us today.  Mr. Burgan, do you mind coming

15   up to the table?  Welcome.

16        MR. BURGAN:  Thank you.  Good morning,

17   everyone.  My name is Elwood Barry Burgan.  I

18   am a disabled vet.  I'm on a fixed income.  And

19   my reason for being here today is because of

20   the constant increase that I've been receiving

21   with my long-term health care.

22        I called several years ago to try to find
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 1   out why all of a sudden I was receiving an

 2   additional cost premium.  My policy's with CNA.

 3   And I received a cover letter stating that in

 4   accordance with Section 11-704 of the Maryland

 5   insurance code, this serves to notify that

 6   information about my proposed premium has been

 7   decided with you people.  Well, I was just

 8   appalled by it because I couldn't visualize

 9   after having purchased the policy and I've had

10   it now since I was in my 50s, my wife and I

11   lost our child a long time ago, so thereby we

12   have no one.  And knowing that we have no one,

13   we decided to take on and purchase a long-term

14   health care policy.

15        We figured that for the best interest of

16   both her and myself not having any other

17   siblings of any sort that we would want to be

18   able to be taken care of in the future, so that

19   was the whole purpose of purchasing this.

20        We also bought this policy with the fact

21   of having the inflation clause put into it.

22   And thereby, I was kind of astounded by the
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 1   fact that for the past several years, I've been

 2   getting this letter telling me that my policy

 3   will be increased by 15 percent.  Well, that's

 4   when I got on the horn, emphatically this year

 5   and was able to make contact with Nancy.  I

 6   don't remember your last name.  And she

 7   referred me to a young man by the name of

 8   Benjamin Deigo [phonetic].  He informed me of

 9   this meeting today, because I asked him -- he

10   said, well, these meetings take place

11   periodically, and I asked when the next meeting

12   was going to be, because I wanted to be able to

13   speak with you all to find out why you're

14   allowing me or my policy to be increased by the

15   insurance people.

16        Again, I'm not an attorney, and I'm not an

17   insurance agent.  But I am a policyholder and I

18   am on a fixed income.  I am -- I did receive a

19   letter back from Benjamin and I would like to

20   show you this and maybe you all can answer this

21   because this will -- this will apply to me

22   within the next year.  Regulations -- and I
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 1   quote, "Regulations also require insurer or

 2   insurance agent selling long-term care coverage

 3   to deliver to the prospective applicant an

 4   outline of coverage that includes, among other

 5   things, a statement of probable or expected

 6   premium increases up to age 75."  And this is

 7   coming from the State of Maryland.  So does

 8   this mean, and I'm asking as a layperson, that

 9   once I hit 75, CNA or the other insurance

10   companies will not increase my policy?  Is that

11   what this is saying through your agency,

12   through the State agencies?

13        MR. ZIMMERMAN:  No, it does not mean that.

14   There's a law or regulation in place that at

15   time of purchase --

16        MR. BURGAN:  Okay.

17        MR. ZIMMERMAN:  -- the consumer has to be

18   given a projected, I guess, assumptions of the

19   number of increases up to age 75.  So if you

20   purchased a policy at 60, the applicant at time

21   of sale has to be disclosed of potential

22   increases over the next 15 years, or expected
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 1   increases over the next 15 years.

 2        MR. BURGAN:  All right.  Well, you're

 3   still not answering my question.  My question

 4   is:  Up to the age 75 --

 5        MR. ZIMMERMAN:  Correct.

 6        MR. BURGAN:  -- which I will be next year,

 7   does this mean -- and, again, I'm disabled

 8   veteran on a fixed income, does this mean that

 9   the insurance company will be able to increase

10   my policy after the age of 75, that's what I'm

11   asking?

12        MR. ZIMMERMAN:  Yes.

13        MR. BURGAN:  This is what you're stating

14   here.  You're saying yes, they can?

15        MR. ZIMMERMAN:  Yes.

16        MR. BURGAN:  Even though this is written

17   by the Maryland State agency.  I don't

18   understand.  Something in here that I'm not

19   reading correctly.

20        DEPUTY COMMISSIONER GRODIN:  After the

21   meeting is over, let us sit down individually

22   with you and we can talk through that.  Is that
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 1   acceptable?

 2        ASSISTANT COMMISSIONER MORROW:  Yeah.  I

 3   would like to take a look at what exactly

 4   you're quoting and get back to you.

 5        DEPUTY COMMISSIONER GRODIN:  I think that

 6   would be -- if you'd give us more of an

 7   opportunity to speak individually with you.

 8        MR. BURGAN:  Well, how is it then or is

 9   there any way that you can deny these agencies

10   for increasing, you know, my policy?  Again,

11   I'm on a fixed income and, again, it's my wife

12   and I and it's only us that are here so to

13   speak.  So I need help, I need help and that's

14   why I called and spoke with Nancy and that's

15   why she gave me this fellow Benjamin to act on

16   my behalf and try to get my policy.

17        MR. SWITZER:  I understand.

18        MR. BURGAN:  I can't, you know -- I

19   mean --

20        DEPUTY COMMISSIONER GRODIN:  If we

21   could -- let's let Todd answer the first

22   question and then we can move on to the next.
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 1        MR. SWITZER:  Well, first I just want to

 2   relay that our -- when we look at the filings,

 3   one of our responsibilities is to make sure

 4   they're not excessive.  And one of my first

 5   statements was that even though carriers in the

 6   last six months have filed for 36, we approved

 7   12.  So we can deny, we can decrease, and we

 8   have.

 9        The second, when the long-term care

10   industry started, and I don't remember if the

11   number is right, and you all can correct me,

12   but I believe we had 25 long-term care carriers

13   in the market, we're down to less than five.

14   We had one long-term care carrier go bankrupt,

15   Penn Treaty, and all the other carriers picked

16   up that loss.

17        We are not -- we are trying to find the

18   right balance and we hear what you're saying,

19   and we take you very seriously, as well as the

20   letters, that we're not asking the carriers --

21   we're trying to find the balance of not letting

22   it get back to break even or to a gain, but
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 1   what is the right mix of companies that are

 2   actually losing money and what's happened in

 3   the past, no recouping of past losses, but

 4   recognizing the burden it puts on consumers and

 5   recognizing the financial plight of the

 6   carriers, and that balance is not easy.  But

 7   you've heard some of the long-term lifetime --

 8   rather loss rate showed about 100 percent.  And

 9   for every $1 premium, paying 110 or more for

10   claims, trying to balance that in with the

11   realities of a fixed income and increases of

12   this magnitude is burdensome.

13        MR. BURGAN:  Well, that's where I stand.

14   I mean, I can't afford this constant increase

15   continually year after year after year.

16   Especially when I had it in my policy that --

17   and my wife and I both sat down with our agent

18   and we encountered the inflation period.  We

19   had that in the policy.  So if that was in the

20   policy, why is it that we are being hit with an

21   additional 15 percent every year.  You know,

22   that's not right.  I'm sorry, but it's not
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 1   right.  And, again, I only have X amount of

 2   dollars that, you know, I'm receiving every

 3   month, you know, being a disabled vet.  It's

 4   hard.

 5        DEPUTY COMMISSIONER GRODIN:  Mr. Burgan,

 6   we want to thank you for coming in today.  And

 7   if you wouldn't mind staying for the remainder

 8   of the meeting --

 9        MR. BURGAN:  Yes, ma'am.

10        DEPUTY COMMISSIONER GRODIN:  -- and we

11   will find you after the meeting and we will

12   talk to you individually.

13        MR. BURGAN:  Thank you.

14        DEPUTY COMMISSIONER GRODIN:  Thank you

15   very much for coming.

16        MR. BURGAN:  Thank you for your time.

17        DEPUTY COMMISSIONER GRODIN:  Ms. Orndorff,

18   are you on the phone?

19        MS. ORNDORFF:  Good morning, I was able to

20   listen in this morning.  I didn't want to --

21   how are you guys?

22        DEPUTY COMMISSIONER GRODIN:  We're just
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 1   fine.  We're sitting here and if you would like

 2   to testify today, now is your time.

 3        MS. ORNDORFF:  Oh, I just want to thank

 4   you very much for allowing me the chance to

 5   testify today.  I do have questions for the

 6   insurers, and that's just one question if

 7   possible --

 8        DEPUTY COMMISSIONER GRODIN:  Well, what we

 9   will do is --

10        MS. ORNDORFF:  What's the chance -- is

11   that possible to ask a question?

12        DEPUTY COMMISSIONER GRODIN:  Well,

13   actually today is a forum, is really for you to

14   testify on your own behalf --

15        MS. ORNDORFF:  Got it.

16        DEPUTY COMMISSIONER GRODIN:  -- as opposed

17   to a question-answer, but I know that you

18   submitted written comments.  And as you know,

19   our actuarial staff is very good about

20   answering those comments.  Have you submitted

21   that --

22        MS. ORNDORFF:  Yes.
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 1        DEPUTY COMMISSIONER GRODIN:  Okay.  So if

 2   you submitted that question in your written

 3   comments it will be answered.

 4        MS. ORNDORFF:  No, I have not -- I did not

 5   submit a question for today's hearing.

 6        DEPUTY COMMISSIONER GRODIN:  In that case

 7   --

 8        MS. ORNDORFF:  I would like to testify

 9   that to Mr. Elwood or Mr. Burgan who is there,

10   that your staff has been very kind to get back

11   to me and answer the questions.  Mr. Burgan, if

12   I might, I'm in the same situation as you, no

13   children, no siblings.  The increases were

14   quite a shock to me as well.  I do want to make

15   a statement that, you know, although it's fine

16   for the insurance companies to say that their

17   investment policies are not -- their

18   investments are not making as much as they had

19   initially forecast, the same is true for your

20   policyholders.  We are in the same boat.  We do

21   not have a magic fund that's making more money

22   than you guys are.  So that's something you
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 1   should consider.  No one is making money in a

 2   low interest rate environment.  This is just

 3   the way interest rates go.  It's the way the

 4   economy goes.  And it's really hard on your

 5   policyholders when you have this right to come

 6   and make increases, ask for increases for

 7   premiums and on policies where many of us felt

 8   like the premium that we were quoted when we

 9   bought the policy was going to be the premium

10   for the rest of our lives.  And that was

11   exactly what was sold to us.

12        And my policy, I'm a Unum customer.  I

13   hold a group policy.  I know Unum had mentioned

14   today that they had not sought increases for

15   the group policies, and I would probably

16   follow-up with a question about that to the

17   Insurance Administration to get a clarifying

18   statement on what group policies do they not

19   ask increases for.

20        But in general, I just want to make a

21   statement that, you know, policyholders are in

22   the same situation.  If multiple increases are
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 1   not sustainable for many, you talk about

 2   compound interest, compound premium increases

 3   are the same.  Fifteen percent on top of 15

 4   percent on top of 15 percent is not just simple

 5   interest, it's a compound situation.

 6        So with that in mind, I don't want to take

 7   up the whole day today, but I'm grateful to

 8   issue these observations into the record.

 9        DEPUTY COMMISSIONER GRODIN:  Thank you,

10   Ms. Orndorff.  Also let me remind you that you

11   have until May 14th to submit additional

12   written comments if you have any other

13   questions that you've thought of.  Okay?

14        MS. ORNDORFF:  That's brilliant.  Thank

15   you for that clarification.  I appreciate it.

16        DEPUTY COMMISSIONER GRODIN:  Thank you.

17   Next we have Mr. Jolles, Mr. Brian Jolles from

18   Jolles Insurance.  Are you on the line, sir?

19        MR. JOLLES:  Can you hear me okay?

20        DEPUTY COMMISSIONER GRODIN:  Yes, we can,

21   thank you.

22        MR. JOLLES:  Just an observation, I just
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 1   wanted to suggest that I've had an obviously

 2   significant increase on behalf of my clients, I

 3   have sold quite a bit of long-term care in my

 4   career.  I did tell and notify all of my

 5   clients, to the client, every single one, that

 6   it's a probability and not a possibility that

 7   there will be increases on these contracts.  I

 8   was telling them 20 years ago, even before we

 9   ever saw that it would happen.  I think it's

10   completely ridiculous that any carrier would

11   ever consider 10 percent on the lapse ratio.  I

12   don't think it takes an actuary to realize how

13   unfortunate that was for those kind of

14   decisions.

15        My final comment, I just wanted to say

16   that I heard the Unum actuary offer the 3.4

17   percent option as a way to resolve the --

18   escape some of the future increases down from a

19   5 percent compound.  I just want to make an

20   observation, I wish more of the companies, and

21   I wish the Insurance Administration would focus

22   on that type of a solution versus, you know,
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 1   some of the other options that we are seeing,

 2   which are not going to retain someone's

 3   benefit, you know, over time.  Those are my

 4   only comments.  And I thank you for your work

 5   today.

 6        DEPUTY COMMISSIONER GRODIN:  Thank you,

 7   Mr. Jolles.

 8        Next on the list we have Mr. David Beers.

 9   Mr. Beers, are you on the line?  Mr. Beers, you

10   may be on mute.

11        We will go on to the next individual,

12   which is Mr. Bob Maloney.  Mr. Maloney, are you

13   on the line?  All right.

14        Next is Mr. Mark Gage.  Mr. Gage, are you

15   on the line?

16        MR. GAGE:  Yes, I am.

17        DEPUTY COMMISSIONER GRODIN:  Thank you.

18        MR. GAGE:  Yes, my name is Mark Gage.  I

19   am with Northeast Brokerage.  I have been in

20   the insurance business for 32 years.  I've been

21   in the long-term care marketplace --

22        MS. REPORTER:  Can you ask him to speak
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 1   up, please?

 2        MR. GAGE:  -- [inaudible] the entire time.

 3   I've worked for Travelers, worked for CNN for

 4   15 years.  And then in brokerage for the last

 5   15 years representing multiple insurance

 6   companies.  The actuaries were responsible for

 7   evaluating the risk in the very beginning.

 8   They looked at persistency, they looked at

 9   morbidity.  They looked at investment

10   performance back then for pricing.  They also

11   looked very closely at the riders and the cause

12   and effect of the riders and the benefits for

13   those contracts, including all aspects of

14   inflation and the exposures that were there for

15   both the insureds, as well as the policyholders

16   and the carriers.  Those exposures in fact

17   through their brochures showed how the impact

18   was going to be on the buckets of money for the

19   insureds in the later years.  So they were

20   aware of the claims exposures that was tied to

21   that.

22        Rate increases should be limited in my
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 1   opinion to 5 percent, rather than the 15

 2   percent gap in Maryland per year.  The rate

 3   increases also should have an overall gap from

 4   the beginning of the policy until the end so

 5   that the policyholders know that at some point

 6   in time there will be a cessation to the rate

 7   increases, perhaps when they reach a doubling

 8   of the premium at the highest.

 9        Under the rate increases that were

10   discussed today, in lieu of the prior rate

11   increases that have been given to these

12   carriers in the past is absolutely outrageous.

13   The rate increases were based upon, you know,

14   the idea that we give a rate increase based

15   upon what's happened in other states and that

16   they have also allowed a rate increase is a

17   little infuriating to me as well.

18        Rate increases are more prominent with

19   lifetime benefits, also with compound inflation

20   matters.  These riders of how they impact the

21   available buckets of money were known when they

22   were created.  It's just not just to create a
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 1   bait and switch environment.  And the Maryland

 2   Insurance Department to advocate for their

 3   interests, insurance companies are engaged in

 4   multiple product lines and there is not a

 5   guaranty that the Maryland systems are required

 6   to keep every block profitable.

 7        If a carrier has made poor actuarial

 8   decisions in their pricing, then they should

 9   absorb the losses, not the policyholders.  I'd

10   advocate for restricting the cap to 5 percent

11   with a maximum frozen and a maximum overall

12   rate increase of doubling the premiums.

13        Now, what's particularly frustrating to me

14   is carriers have known for 20 years about

15   persistency.  And yet they still continue to

16   create and design products with that

17   persistency knowledge and now today they're

18   coming to the table claiming that they weren't

19   aware of the persistency adjustments.  They're

20   claiming that they weren't aware of the impact

21   with 5 percent compound and simple increase

22   riders.  And those were the most obvious
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 1   actuarial items to identify at the time.  And

 2   now those mistakes are being passed on to

 3   policyholders rather than being absorbed by

 4   insurance companies.  Thank you for your time.

 5        DEPUTY COMMISSIONER GRODIN:  Thank you

 6   very much, Mr. Gage.

 7        Let me just go back and ask if Mr. Beer is

 8   on the line or Mr. Maloney is on the line?  All

 9   right, then that's all of who I have signed up

10   to testify today.

11        I want to thank everybody for your time.

12   And those of you on the phone and here, please

13   remember again that written testimony will be

14   accepted until Monday, May 14th.  Thank you

15   very much folks.

16       (Hearing concluded at 10:30 a.m.)
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           1                      H E A R I N G



           2             DEPUTY COMMISSIONER GRODIN:  We're going



           3        to start today's conference.  My name is Nancy



           4        Grodin.  I'm the Deputy Commissioner of the



           5        Maryland Insurance Administration.  This is our



           6        second public hearing on specific carrier rate



           7        increases for Long-Term Care Insurance in 2018.



           8             We're going to focus on several rate



           9        increase requests and I'll read the companies



          10        and what they're proposing: Northwestern



          11        Long-Term Care Insurance Company, proposing



          12        increases of 0 percent to 13 percent, depending



          13        on the benefit period; Bankers Life and



          14        Casualty Company, proposing increases of 15



          15        percent; Continental Casualty Company proposing



          16        increases of 15 percent; and Unum Life



          17        Insurance Company of America, proposing



          18        increases of 74.9 percent to 101.1 percent,



          19        depending on uncapped inflation coverage type.



          20             If anybody thinks I'm speaking extra



          21        slowly, it's because we have a court reporter



          22        in the room, who is responsible for
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           1        transcribing everything we say.  And I will



           2        remind the people presenting and the people



           3        testifying today to slow it down and to speak



           4        up and out.



           5             All right.  These requests affect about



           6        8,290 Maryland policyholders.  The goal of



           7        today's hearing is to allow the insurance



           8        company officials to explain their reasoning,



           9        to answer questions from the MIA.  And then



          10        once they are finished testifying, we will



          11        allow anybody who's signed up either in today's



          12        meeting or signed up in advance through our



          13        conference call to then testify as well.



          14             Let us take a minute to have everybody at



          15        the table here to introduce themselves and what



          16        their position is with the Insurance



          17        Administration.



          18             MR. ZIMMERMAN:  Hi, my name is Adam



          19        Zimmerman.  I'm an actuary with the Office of



          20        the Chief Actuary.



          21             MR. JI:  Jeff Ji, Senior Actuary with the



          22        Office of Chief Interim.
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           1             MR. SWITZER:  Todd Switzer, good morning,



           2        Chief Actuary.



           3             ASSISTANT COMMISSIONER MORROW:  Bob



           4        Morrow, Associate Commissioner for Life and



           5        Health.



           6             DEPUTY COMMISSIONER GRODIN:  In the



           7        audience we also have Joe Sviatko, who is part



           8        of our public relations staff.  We also have



           9        Nancy Muehlberger, who is the assistant in the



          10        Office of Chief Actuary.  And we have Al Redmer



          11        in the audience who is our Insurance



          12        Commissioner.



          13             Hopefully, everybody is signed up on the



          14        sheets that were out on the table.  Let me go



          15        over a few housekeeping procedures.  There's a



          16        handout with all of our contact information, I



          17        encourage you to take that with you.



          18             This hearing -- and I know we've said this



          19        before, this is our second hearing.  This



          20        hearing is an opportunity for MIA staff to



          21        question carriers.  It's also an opportunity



          22        for all of us to listen to the consumer
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           1        representatives and any other stakeholders.



           2        It's not a question and answer forum between



           3        stakeholders and carriers.  The questions are



           4        our job.  But the good news is we encourage



           5        written comments submitted in advance or until



           6        Monday, May 14th, all written comments are



           7        studied and they are also posted on our



           8        website.  We will also be posting a transcript



           9        of today's hearing.  That is on the MIA's



          10        long-term care page and on the



          11        quasi-legislation hearing page.  If you go to



          12        MIA's website and you click on the long-term



          13        care tab on the left side of the screen under



          14        "Quick Links," you will come to all of this



          15        information.



          16             I've already mentioned the court reporter,



          17        so it's important for all of us to slow



          18        ourselves down and speak clearly and loudly.



          19        If you're dialing into the conference, please



          20        mute your phones.  We would ask that when you



          21        testify, you please restate your name and



          22        organization.  We will be asking the carriers
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           1        to come up in alphabetical order.



           2             Todd, would you like to say a few things



           3        before we start?



           4             MR. SWITZER:  I would, thank you.  Thanks



           5        for being here.  Two things, first, factually



           6        over the last six months, the MIA has looked at



           7        long-term care filings from nine carriers and



           8        the average requested increase was 36 percent.



           9        The average approved increase was about 12



          10        percent, about a third of what was requested



          11        from activity recently.



          12             Secondly, we got a question from Mr. and



          13        Mrs. Edwards related to the Genworth



          14        acquisition.  Thank you, if you are on the



          15        phone, for your question.  The one comment in



          16        response to that regarding Genworth, the



          17        largest long-term care carrier in our state.



          18        We asked them three questions through the serve



          19        system, that is the formal rate filing system,



          20        and one of the questions was, we looked at the



          21        SCC filings regarding the potential of deals or



          22        transactions with China Oceanwide.  We
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           1        understand that the decision on that has been



           2        moved to July 1st.  We noticed that in this



           3        case that part of the transaction allowed for



           4        600 million to be contributed to the maturing



           5        debt; 525 million for the restructuring of the



           6        life insurance business.  But one quote -- and



           7        I'll just read the quote from the SCC, "China



           8        Oceanwide has no future obligation as to



           9        personal intentions --



          10             MS. REPORTER:  I'm sorry, can you --



          11             MR. SWITZER:  I'm sorry, yeah.  "China



          12        OceanWide has no future obligation and has



          13        expressed no intentions of contributing



          14        additional capital towards our right in the



          15        long-term care business."  And our questions



          16        were please provide some incite as to why that



          17        would be the case and wouldn't this transaction



          18        present a unique opportunity for our LLC



          19        financial deficiencies and less requested rate



          20        increases.  So no decision has been made on



          21        those filings, no actions have been taken, and



          22        we are going through our questions.  So that
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           1        was all I wanted to put out there.



           2             DEPUTY COMMISSIONER GRODIN:  And I'll also



           3        let everyone know, Todd will be leaving a



           4        little early today to participate in other



           5        conference calls.



           6             MR. SWITZER:  And I'll come back if those



           7        end early.



           8             DEPUTY COMMISSIONER GRODIN:  All right, I



           9        don't think I forgot anything else.  Anybody?



          10        Okay, good.



          11             So we have Loretta Jacobs, from Bankers



          12        Life and Casualty Company.  Hi, Loretta, why



          13        don't you come on up to that table?



          14             MS. JACOBS:  If everyone is wondering



          15        about my shoes, I'm getting over foot surgery,



          16        so I'm a little careful about my walking.



          17             DEPUTY COMMISSIONER GRODIN:  And just



          18        speak clearly and loudly, so not only you can



          19        be picked up by the court reporter, but also



          20        our microphones and conference calls.  Thank



          21        you.



          22             MS. JACOBS:  Good morning, Commissioner
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           1        Redmer in the audience, Deputy Commissioner



           2        Grodin, Maryland Insurance Administration



           3        staff, and distinguished guests.  My name is



           4        Loretta Jacobs, and I am the Senior Vice



           5        President of Health Product Management at CNO



           6        Financial Group.  I am responsible for, among



           7        other things, the long-term care business of



           8        Bankers Life and Casualty Company, which is the



           9        largest insurance company under the CNO



          10        Financial Group umbrella.  On behalf of my



          11        company, I would like to thank you for the



          12        opportunity to provide information regarding



          13        our recent request to increase premiums on



          14        several of our older long-term care insurance



          15        policy forms, including:  GR-N050 Long-Term



          16        Care; GR-N100 Facility Care and related GR-N105



          17        Long-Term Care; GR-N160 Facility Care and



          18        related GR-N165 Long-Term Care; and GR-N240,



          19        and GR-N270 Facility Care and related GR-N250



          20        and GR-N280 Long-Term Care.



          21             Before discussing the details of the



          22        filing, I would like to provide some
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           1        information around the long-term care business



           2        at my company.  Bankers Life and Casualty



           3        currently ensures more than 300,000 individuals



           4        nationwide, approximately 5,000 in the state of



           5        Maryland, under a long-term care, home health



           6        care, nursing home, or short-term convalescent



           7        care policy.  We have been writing business



           8        since 1987 and we remain actively selling new



           9        policies today, having issued over 300 new



          10        policies in the state of Maryland during 2017.



          11             At Bankers Life, we are proud of our



          12        commitment to offering meaningful insurance



          13        coverage to middle market consumers at and near



          14        retirement and we believe our long-term care



          15        and short-term convalescent care products are



          16        an important component of our policyholders'



          17        financial security in their retirement years.



          18             There are approximately 540 policyholders



          19        in the state of Maryland who are insured under



          20        one of the various policy series for which we



          21        are requesting to increase premiums at this



          22        time.  These insureds were issued between 1993
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           1        and 2003, and on average have been in force for



           2        20 years as of the present time.



           3             Across the United States, the policy forms



           4        that we are here to discuss with you today have



           5        been subject to either three or four separate



           6        35 percent premium increases over time; those



           7        without inflation protection subject to the



           8        three increases, and those with automatic



           9        inflation protection were subject to the four



          10        increases.



          11             However, the State of Maryland has



          12        approved five 15 percent premium rate increases



          13        and a 4.2 percent increase for policyholders



          14        without inflation protection, and has approved



          15        seven 15 percent premium rate increases for



          16        policyholders with inflation protection.



          17             Thus, the full nationwide premium rate



          18        level is 17.4 percent higher than the Maryland



          19        premium rate level for policyholders without



          20        inflation protection.  And the full nationwide



          21        rate level is 24.9 percent higher than the



          22        Maryland premium rate level for policyholders
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           1        with inflation protection.  As such, we are



           2        requesting that Maryland approve the maximum



           3        allowable 15 percent premium rate increase on



           4        all of these policies, both those with and



           5        without inflation protection, in order to bring



           6        the Maryland premium rate level more in line



           7        with the nationwide rate level.



           8             We believe the equitable thing to do is to



           9        continue to pursue action -- rate action in



          10        states that have not approved the full amount



          11        of our prior rate increases with the goal of



          12        ultimately achieving rate parody across the



          13        nation.



          14             We understand and respect that the State



          15        of Maryland has a 15 percent premium rate



          16        increase cap in its regulations.  Therefore,



          17        absent any material change in the experience of



          18        these policy forms that would indicate a need



          19        to change the nationwide premium rate levels,



          20        we anticipate we would request an additional



          21        premium rate increase in the future for these



          22        policyholders in order to bring the Maryland
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           1        premium rate level on par with the nationwide



           2        rate level.



           3             We understand that increasing premiums can



           4        be difficult for insureds who are on fixed



           5        incomes and we make a point to personalize each



           6        notice of a premium rate increase with options



           7        for customers to consider, including paying the



           8        increased amount or, if current coverage is



           9        above the minimum benefits we offer, reducing



          10        coverage by increasing the elimination period



          11        or reducing benefit period duration.



          12             In addition, each customer is invited to



          13        call a 1-800 number to explore other possible



          14        benefit reductions that may be available in the



          15        event that the specific personalized option



          16        described in the rate increase notice are not



          17        satisfactory to them.



          18             We understand that customers may wish to



          19        spend time considering the options available to



          20        them, so our current practice is to notify



          21        customers of an impending premium rate change



          22        at least 60 days in advance of the change.  As
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           1        you know, we are required to provide at least a



           2        45-day advance notice of a premium rate change



           3        in the state of Maryland, so our current



           4        process complies with Maryland law and provides



           5        an additional 15 days of advance notice.



           6             We have submitted financial projections to



           7        the Maryland Insurance Administration



           8        documenting the actuarial justification for the



           9        15 percent premium rate increase we are



          10        requesting.  Each of the policy forms subject



          11        to this premium rate increase request is



          12        required to meet a minium lifetime loss ratio



          13        of at least 60 percent, and each form's



          14        lifetime loss ratio projection is significantly



          15        higher than 60 percent.  Each series of policy



          16        forms subject to this rate increase request,



          17        has accrued experience since inception that is



          18        fully credible from a statistical standpoint on



          19        a nationwide basis, but it's not credible for



          20        the state of Maryland alone.



          21             Therefore, the experience data and



          22        analysis performed on each of these blocks of
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           1        business, utilizes the nationwide experience.



           2             For the GR-N050 policy series, the



           3        lifetime loss ratio at Maryland's current rate



           4        level is 75.0 percent and decreases to 74.3



           5        percent assuming the premium rate increase is



           6        approved.



           7             For the GR-N100 series the lifetime loss



           8        ratio projection at Maryland's current rate



           9        level is 92.4 percent and decreases to 90.6



          10        percent assuming the premium rate increase is



          11        approved.



          12             Similarly, the current lifetime loss ratio



          13        at the Maryland rate level for the GR-N160



          14        series is 86.6 percent and would reduce to 84.5



          15        percent if the premium rate increase we have



          16        requested is approved.



          17             Finally, the lifetime loss ratio for the



          18        GR-N250 series is 87.1 percent at the current



          19        Maryland rate level and we project it to



          20        decrease to 84.2 percent if the premium rate



          21        increase request is approved.



          22             Please note that the lifetime loss ratios
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           1        that I just discussed are calculated as the



           2        ratio of the incurred claims paid benefits,



           3        plus the change in the claim forms to earned



           4        premiums.  Active life reserves, or reserves



           5        accrued to fund future claims which have not



           6        yet occurred, are not included in the



           7        calculation.



           8             One thing I would like to note, however,



           9        is that when an individual insured lapses



          10        coverage, the active life reserves associated



          11        with those individuals are released.  In



          12        accordance with statutory and tax accounting



          13        requirements, the released reserves flow into



          14        unassigned surplus, where theoretically they



          15        could be reallocated to any line of business



          16        within our company.



          17             However, our current practice at Bankers



          18        Life and Casualty is to voluntarily reallocate



          19        the reserves released due to rate increase



          20        related coverage changes and termination back



          21        to the long-term care line of business as part



          22        of the non-tax deductible Asset Adequacy
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           1        Reserves we have established for this line.



           2             As of first quarter 2018, the Asset



           3        Adequacy Reserves held $261 million.  This



           4        reserve is scheduled to increase by an amount



           5        indicated by the financial projection results



           6        for the entire LTC line of business, which is



           7        currently $12 million per quarter for the 2018



           8        calendar year plus the amount of reserves



           9        reallocated from the rate increase related



          10        coverage changes and terminations.  This amount



          11        has recently been running between 1 and $2



          12        million per quarter.  This practice of



          13        voluntarily reallocating reserves enables



          14        Bankers Life and Casualty to build significant



          15        additional active life reserves to support our



          16        long-term care line of business.



          17             I would like to close by noting that the



          18        premium rate increase requests we have made are



          19        designed to mitigate, or reduce, losses that



          20        are expected to merge in the future, and not to



          21        recover any past losses that have already



          22        occurred.  While the LTC policies subject to
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           1        this premium rate increase request are



           2        regulated to meet a minimum lifetime loss ratio



           3        and are not subject to the rate stabilization



           4        standards that apply to more recently issued



           5        policies, the premium rate increases we have



           6        requested on these policies do actually comply



           7        with the requirements of the rate stabilization



           8        standards as well.



           9             Bankers Life and Casualty believes it is



          10        in both our company's interest and our



          11        policyholders' interest to continuously monitor



          12        our business and work with regulators to adjust



          13        premiums as expeditiously as necessary to



          14        enable us to maintain a financially stable book



          15        of business and honor our commitments to our



          16        policyholders to be able to pay their claims



          17        when they arise.



          18             We look forward to continuing to work with



          19        the Maryland Insurance Administration on this



          20        filing and any others that may be required on



          21        these or other policy forms in the future with



          22        the goal of meeting our mutual objective of
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           1        keeping our LTC business at Bankers Life and



           2        Casualty financially sound and stable.



           3             Thank you again for providing me the



           4        opportunity to speak with you today.  I



           5        sincerely appreciate being able to engage in



           6        dialogue on this important issue of the pending



           7        premium rate increases on several of our



           8        long-term care policy forms.



           9             DEPUTY COMMISSIONER GRODIN:  Thank you,



          10        Ms. Jacobs.  Anybody on the MIA staff have any



          11        questions?



          12             MR. SWITZER:  I do.  Thank you.  So you



          13        mentioned that these filings affect 540



          14        Maryland members?



          15             MS. JACOBS:  Yes.



          16             MR. SWITZER:  But your total in Maryland



          17        for the business is about 5,000 members?



          18             MS. JACOBS:  Right, correct.



          19             MR. SWITZER:  So for the other 4500, are



          20        any of those achieving financial targets, or is



          21        that just for the subset outside of the ones



          22        that's 500?
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           1             MS. JACOBS:  So we have in the past, in



           2        fact last year we had requested to increase



           3        premiums on one of the newer forms.  I don't



           4        recall offhand how many policies that was.  I



           5        think it was about 200, but, you know, I would



           6        have to look, so please don't totally quote me



           7        on it.  I can get back to you if you need that



           8        number.  We do have several thousand under our



           9        convalescent care program and those right now



          10        are doing right in line, behaving right in line



          11        with what is expected.  So there's been no



          12        contemplated action on those present policies.



          13             MR. SWITZER:  Thank you.  And some filing,



          14        that the mortality table being used is the 1994



          15        GAM table --



          16             MS. JACOBS:  Yeah.



          17             MR. SWITZER:  -- 90 percent of it.



          18             MS. JACOBS:  Yeah.



          19             MR. SWITZER:  Are there plans to update



          20        that data, I'm just trying to prepare, I know



          21        you said future rate increases may be coming



          22        within the byproduct of updating the table?
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           1             MS. JACOBS:  You know, we've been looking



           2        pretty carefully at the termination experience



           3        and right now, in fact, we did a large study



           4        last year, the overall termination -- and of



           5        course it's a little -- sometimes it's a little



           6        difficult to separate, you know, you get



           7        termination and you don't necessarily know if



           8        it was lapse or a death.



           9             MR. SWITZER:  Sure.



          10             MS. JACOBS:  You know, we don't



          11        necessarily get all of that information, but we



          12        try our best to try to get that information



          13        when we can.  So far we have not seen anything



          14        that indicates that that's not the correct



          15        table.  It may not be, but so far we haven't



          16        seen anything indicating that that's not in



          17        line.



          18             MR. SWITZER:  Thank you.



          19             ASSISTANT COMMISSIONER MORROW:  You gave



          20        us the loss ratio, the current loss ratios.



          21        What year do you project those loss ratios to



          22        go over 100 percent?
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           1             MS. JACOBS:  Well, those are the



           2        lifetimes, so several of the policy forms, you



           3        know, already like if you just look at current



           4        loss ratio are, you know, in excess of 100,



           5        so -- but you know, over the life, they would



           6        be at say 90 or 80 or whatever the number is.



           7        Let me see if I -- I'm like you, I have to take



           8        my glasses off in order to see.  So for



           9        instance, the N100 series here, the current



          10        loss ratio, like the 2016 and 2017 year is



          11        180-ish percent.  The NO50 series, which is the



          12        oldest one, is well over 200 percent currently,



          13        current experience.  The N160 series is running



          14        about 140 percent currently, the current year.



          15        And then the N250, the larger current series



          16        is -- it ran 100 percent exactly in 2015.  It



          17        ran 122 in 2016, but that was a slightly



          18        adverse year.  And then it went to 113, so it's



          19        a little over 100 already.



          20             ASSISTANT COMMISSIONER MORROW:  Okay.  So



          21        they are all over 100, you're quoting the



          22        nationwide average?
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           1             MS. JACOBS:  Yes, for the current year,



           2        but over the life they're still -- you know,



           3        just current year versus...



           4             ASSISTANT COMMISSIONER MORROW:  That's



           5        what I was trying to get to, but I'm guessing



           6        the lifetime loss ratio in getting up to that



           7        point, I guess a nationwide basis, because



           8        that's what we're looking at, is that two years



           9        out, is that ten years out?  I'm just trying



          10        to...



          11             MS. JACOBS:  I'm not -- I don't think I



          12        understand the question exactly.



          13             ASSISTANT COMMISSIONER MORROW:  Okay.  So



          14        the lifetime loss ratio that you quote --



          15             MS. JACOBS:  Yes.



          16             ASSISTANT COMMISSIONER MORROW:  -- 73



          17        percent [inaudible] --



          18             MS. JACOBS:  Yup.



          19             ASSISTANT COMMISSIONER MORROW:  What year



          20        do they get to 100 or close to 100, is it three



          21        years from now, is it ten years from now?  I'm



          22        just trying to get a sense of that.
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           1             MR. SWITZER:  Well, I think -- correct me,



           2        Todd, I think you did cumulative rather than



           3        yearly.



           4             MS. JACOBS:  Oh, okay, let's see.  I don't



           5        know that I have that information in front of



           6        me.  But I mean, you know, the total cumulative



           7        -- I mean, because you've got, you know, some



           8        of these policies like if I look at NO50, you



           9        know, it's cumulative to the past is already



          10        76.  And the overall future would be, you know,



          11        300 something percent.  And then you have to



          12        discount and all -- and accumulate and all this



          13        kind of stuff.  So I don't know that I have



          14        that information exactly in front of me.  It's



          15        what year the aggregated number gets to over



          16        100.  I don't know if I have that here.  I



          17        would have to calculate that out.



          18             ASSISTANT COMMISSIONER MORROW:  Thank you.



          19             DEPUTY COMMISSIONER GRODIN:  Anything



          20        else?



          21             MR. JI:  Yes.  I know you are saying



          22        long-term care is this amount, so what I want
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           1        to know is what are you doing differently now



           2        and in the future typical of apprising that



           3        many years ago, so to ensure your success, you



           4        know, to avoid this kind of rate increase in



           5        the future for the current production and new



           6        production in the future?



           7             MS. JACOBS:  Well, I mean, we -- in fact,



           8        last year when we were here we had increases --



           9        we were here on our increase request form for



          10        one of the newest long-term care policies



          11        priced under the rate stabilization standard.



          12        We did that because we thought, you know, it's



          13        important if we see any deviation to act



          14        expeditiously, because that reduces the



          15        opportunity to get further and further off and



          16        potentially have numbers go further and further



          17        off.  We also have really pivoted, if you will,



          18        to coverage that we think -- and again, our



          19        market's a bit different than a lot of other



          20        company's market.  We're a middle market



          21        company, and long-term care is an expensive



          22        product.  So we have sold a lot more on the
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           1        shorter short-term convalescent care products.



           2        They're doing really well.  We focus very



           3        strongly on that market and we're happy with



           4        it.  But, again, we know one thing to learn is



           5        watch the business carefully, make sure you



           6        accrue experience and you weigh it



           7        appropriately and act when indicated.  So



           8        that's one of the things we've learned.



           9             MR. JI:  Thank you.



          10             DEPUTY COMMISSIONER GRODIN:  Anything



          11        else?  All right, thank you, Ms. Jacobs.



          12             Oh, sorry.



          13             INSURANCE COMMISSIONER REDMER:  I



          14        apologize.  I couldn't hear what you said, did



          15        you say that you are or are not writing new



          16        business?



          17             MS. JACOBS:  We are writing new business.



          18             DEPUTY COMMISSIONER GRODIN:  Thank you.



          19             Seth Lamont from Continental Casualty



          20        Insurance.



          21             MR. LAMONT:  Good morning.  My name is



          22        Seth Lamont.  I currently serve as Assistant
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           1        Vice President of Government Relations for CNA.



           2        I appear before you today regarding the



           3        long-term care rate filing of Continental



           4        Casualty Company, which is a principal



           5        underwriting subsidiary of CNA Financial.  We



           6        are grateful for this opportunity to explain



           7        our rate need in greater detail.



           8             As MIA is aware, long-term care represents



           9        a substantial portion of CNA's overall



          10        business.  As of 2017, the LTC book accounted



          11        for approximately 8 percent of CNA's total



          12        gross premium written and roughly 40 percent of



          13        the company's total reserving obligation.  The



          14        fact that LTC reserves comprise such a



          15        substantial portion of the company's total



          16        reserves is reflective of the long-tail nature



          17        of this business and serve to highlight the



          18        fact that rate increases are vital to meeting



          19        future policyholder obligations.



          20             While the reasons for our rate need are



          21        not necessarily unique, we respectfully request



          22        that the MIA and policyholders alike recognize
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           1        that these increases are vital to ensuring that



           2        adequate reserves are available to CNA in order



           3        to satisfy future claims.



           4             As we have said on a number of occasions,



           5        CNA is committed to meeting policyholder



           6        obligations.  Our primary focus in this regard



           7        is maintaining adequate reserving levels in



           8        order to meet future policyholder obligations.



           9        We have also made significant investments in



          10        our long-term care claim operation.



          11             Despite the fact that CNA's long-term care



          12        business is compromised solely of closed



          13        blocks, we continue to actively manage the



          14        business to ensure the claims are processed in



          15        an appropriate and timely manner.



          16             To reiterate, the company's goal with



          17        respect to this rate request is to mitigate the



          18        adverse impact of these blocks of business on



          19        the enterprise.  If an increase of 15 percent



          20        were to be approved, the lifetime loss ratios



          21        for the blocks subject to our most recent rate



          22        filing would fall between 130 and 140 percent.
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           1        As a part of the filing process, we have



           2        reduced our original rate requests, which



           3        ranged roughly from 30 percent to 50 percent



           4        range for these products downward to 15 percent



           5        for all four products.  Given the lifetime loss



           6        ratios well in excess of 100 percent, CNA,



           7        rather than policyholders, will continue to



           8        absorb the vast majority of the financial



           9        burden associated with these policies going



          10        forward.  As MIA is aware, CNA has and will



          11        continue to pay billions of dollars in



          12        long-term care claims on a nationwide basis.



          13             Given the age of these blocks of business,



          14        we colloquially refer to them as older



          15        products.  While we have six of these blocks,



          16        we determined that we would limit our rate



          17        request to four out of the six products,



          18        including LTC1, Premier Classic, Preferred



          19        Advantage, and Tax Qualified or TQ.  We elected



          20        not to include the other two given the high



          21        attained age and relatively limited number of



          22        policyholders.  There are approximately 4,000
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           1        Maryland policyholders whom collectively pay



           2        8.8 million in premium across these four



           3        products.  With an increase of 15 percent,



           4        average yearly premiums for these products



           5        would be in the range of 2,000 to 3,000



           6        dollars.



           7             It should also be noted that these



           8        products were written during a time period



           9        where many policies issued by the industry as a



          10        whole included such benefits as automatic



          11        inflation riders, an unlimited benefit; and as



          12        such, many of these policyholders subject to



          13        CNA's rate filing also include these generous



          14        benefits.  In addition to being able to avail



          15        themselves of benefits that might not be



          16        available in the current marketplace, given



          17        that these are guaranteed renewable policies,



          18        our insureds will be able to renew their



          19        policies without any additional health



          20        screening at rates that are moderately greater



          21        than what they are now paying.  If a 15 percent



          22        increase were to be approved, our policyholders
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           1        would pay an additional few hundred dollars per



           2        year on these policies.  With respect to the



           3        limited number of policyholders who elect not



           4        to retain their coverage, the associated



           5        reserves are expected to be largely devoted to



           6        the funding of future claim obligations.



           7             Benefit reduction options available to



           8        policyholders to mitigate the impact of the



           9        proposed rate increase include reducing the



          10        maximum benefit period, reducing the daily



          11        benefit, increasing the elimination period,



          12        and/or dropping any other optional rider, such



          13        as inflation.



          14             Paid up benefits.  In addition to the



          15        aforementioned options, CNA also offers our



          16        policyholders the opportunity to discontinue



          17        paying premiums while retaining a lifetime



          18        benefit amount equivalent to the nominal sum of



          19        their lifetime premium paid to date.  Known to



          20        the experts in the room as the contingent



          21        non-forfeiture option, this is being offered to



          22        all insureds, regardless of issue age or rate
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           1        increase amount.



           2             As I appear before you today, CNA's rate



           3        need is not only the factors unique to CNA, but



           4        rather erroneous assumptions that were made at



           5        the outset by the industry as a whole in our



           6        originally filed and approved rates.  As most



           7        are aware, both macro-oriented assumptions as



           8        well as more micro-oriented assumptions put



           9        into place at the outset with respect to



          10        long-term care rates have proved erroneous.



          11        Persistency remains a key driver of our



          12        collective rate need going forward.  At the



          13        outset, as an industry, we projected that



          14        approximately three times as many policyholders



          15        would terminate their policies than did so in



          16        reality.



          17             Long-term care insurance was originally



          18        priced as a lapse-supported product, which



          19        means the original premiums could be lower for



          20        the block if some policyholders were assumed to



          21        voluntary -- voluntarily lapse their policies



          22        at some point in the future without ever
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           1        claiming benefits.  In rough terms, some of the



           2        originally filed and approved rates across the



           3        country assumed greater than 10 percent lapse



           4        rates, and experience has shown that lapse



           5        rates would be less than 1 percent.  Greater



           6        than expected persistency has led to a



           7        dramatically increased -- has led to



           8        dramatically increased and anticipated claim



           9        costs as significantly more policyholders have



          10        chosen to retain their policy -- significantly



          11        more policyholders have chosen to retain their



          12        policies than was originally anticipated.  This



          13        persistency impact to rates is driven not only



          14        by policyholder lapses, but also lower than



          15        expected mortality.  While this is positive



          16        from a societal perspective, this leads to a



          17        greater rate need to support additional



          18        expected future claims.



          19             Terminations stand at 34 percent of what



          20        was originally assumed for our individual



          21        long-term care business.  Put more simply, of



          22        these policyholders that we estimated would
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           1        terminate, we have seen only one-third of those



           2        actually terminate their policies.  While this



           3        figure includes terminations owing to deaths,



           4        in our view, this figure demonstrates that,



           5        even in the face of significant increases,



           6        policyholders continue to find substantial



           7        value in retaining the benefits that are



           8        offered under our long-term care policies.



           9             As noted, long-term care is significant to



          10        CNA from an enterprise perspective with 40



          11        percent of our total reserves being devoted to



          12        these anticipated liabilities.



          13             The company remains committed to meeting



          14        policyholder obligations from both a financial



          15        and operational perspective.  Policyholders are



          16        being offered a number of options to reduce



          17        their benefits in order to mitigate the impact



          18        of the proposed premium increase.



          19             CNA's current experience is not unique,



          20        but rather on par with that of our peers in



          21        terms of the challenges resulting especially



          22        from the originally filed and approved interest
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           1        rate and lapse assumptions.  Despite



           2        significant upward adjustments in premiums in



           3        recent years, terminations are running at 34



           4        percent of what was originally assumed, which



           5        again indicates that policyholders see



           6        substantial value in retaining their coverage.



           7             DEPUTY COMMISSIONER GRODIN:  Thank you,



           8        Mr. Lamont.  Questions from the MIA?



           9             MR. SWITZER:  Please.  Thank you.  In



          10        looking at the 2017 form five and experience of



          11        a long-term care block, of that cumulative



          12        actual for the Maryland home business had a



          13        loss ratio of 69 percent, 500 million, half a



          14        billion income nationwide loss ratio of 75



          15        percent, Maryland six points lower, was any



          16        credibility assigned to the Maryland honing



          17        experience for those 4,000 members beyond



          18        clearing out the rate increase on the claims



          19        side?



          20             MS. REPORTER:  I'm sorry, beyond what?



          21             MR. SWITZER:  Was credibility, any



          22        credibility, partial or otherwise given to the
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           1        Maryland experience, not so much on the income



           2        side, where I can see the model and where you



           3        laid out the Maryland increases rather than the



           4        nationwide increases, but on the claims side,



           5        the six point loss ratio difference?



           6             MR. LAMONT:  My understanding, and I will



           7        verify with our actuarial team and get back to



           8        you, but my understanding is that we primarily



           9        would use nationwide experience.



          10             MR. SWITZER:  Fully?



          11             MR. LAMONT:  Yeah, that's my



          12        understanding, but I will verify that for you.



          13             MR. SWITZER:  Thank you.  You answered my



          14        other one, thanks.



          15             ASSISTANT COMMISSIONER MORROW:  Quick



          16        question.  Did I hear you correctly you said



          17        the only lapse that you see are from death?



          18             MR. LAMONT:  No, no.  I said that the



          19        terminations include lapses by reason of death.



          20             ASSISTANT COMMISSIONER MORROW:  And the 10



          21        percent lapse that was assumed originally when



          22        the policies were sold, was that industry
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           1        average?



           2             MR. LAMONT:  No, I would say it was around



           3        4 percent probably.  My understanding is that



           4        they've been as high as 10 percent.  That's why



           5        that was included.



           6             ASSISTANT COMMISSIONER MORROW:  So you



           7        made an assumption, 10 percent, in the industry



           8        was more along the lines of 4, 5 percent?



           9             MR. LAMONT:  I don't know that ours was,



          10        I mean, that's more of a general industry



          11        comment.



          12             ASSISTANT COMMISSIONER MORROW:  Okay.



          13             DEPUTY COMMISSIONER GRODIN:  Anybody else?



          14        Oh, Jeff?



          15             MR. JI:  Oh, you originally asked average



          16        around 44 percent rate increase for all of



          17        those forms.  I would like to know if the



          18        assumption is sustainable as to that, the total



          19        you are looking for for these four forms?



          20             MR. LAMONT:  We chose to substantially



          21        reduce our ask, owing to the age and the



          22        distress nature of these blocks.  I mean, if we
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           1        were to target a 60 percent lifetime loss ratio



           2        for instance, as you know the rate increase



           3        would be substantially more.  Running in the



           4        thousands of percentage points.



           5             MR. JI:  Right, right.



           6             MR. LAMONT:  So, no, I would not say that



           7        what we've asked for would, quote, unquote,



           8        stabilize these blocks.  I mean, our goal here



           9        is just to minimally mitigate the, you know,



          10        adverse financial impact of these four blocks



          11        to our enterprise.



          12             MR. JI:  But even we, you know, under 44



          13        percent rating or these four blocks or forms,



          14        they are lifetime loss ratio of above 100



          15        percent.  So you have a big range of the, you



          16        know, options to ask for rate increase, so what



          17        is the best point, you know, you think the



          18        point you can pursue?  So is my question clear?



          19             MR. LAMONT:  I'm not sure I fully



          20        understand.



          21             MR. JI:  I think so you can ask a 100



          22        percent rate increase, 200 percent increase,
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           1        the lifetime loss is still, you know, pretty



           2        high, still above 60 percent, so we would like



           3        to know what is the best point for you?



           4             MR. LAMONT:  What is the best rate --



           5             MR. JI:  Rate increase --



           6             MR. LAMONT:  -- level for CNA to have for



           7        these blocks?



           8             MR. JI:  Yeah, yeah.  I mean --



           9             MR. LAMONT:  Again, it would be many



          10        multiples of what we've asked for, but we've



          11        made a business decision not to impose that on



          12        our policyholders with respect to these four



          13        blocks.



          14             MR. JI:  It looks like currently you don't



          15        have a good idea how much you even ask for



          16        after this 44 percent rate increase, how much



          17        more you're going to pursue?



          18             MR. LAMONT:  I would say we won't -- I can



          19        say fairly confidently that we probably will



          20        not pursue anything of greater magnitude for



          21        these blocks than what we're presently



          22        pursuing.  And I say that because, you know,
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           1        two of the -- two of the four that we decided



           2        not to pursue rate increases for because of the



           3        attained age and the distress nature of those



           4        blocks as these blocks become more and more



           5        stressed, I -- distressed, I would not



           6        anticipate that we would be asking for more



           7        rate than we're presently asking for.



           8             MR. JI:  Okay, thank you.



           9             DEPUTY COMMISSIONER GRODIN:  Thank you.



          10        Anything else?  All right, thank you,



          11        Mr. Lamont.



          12             Next up we have Northwestern Long Term



          13        Care Insurance Company with Mr. Gurlik.



          14        Welcome.



          15             MR. GURLIK:  Good morning, and thank you



          16        for holding today's hearing and inviting



          17        Northwestern Long Term Care Insurance Company,



          18        which I will refer to as NLTC, to participate.



          19        Also, thank you to the consumer who is here



          20        today.  We appreciate your comments and



          21        participation as well.



          22             My name is Greg Gurlik, and I'm an actuary
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           1        with NLTC, and responsible for pricing our



           2        long-term care insurance products.  I'm going



           3        to provide some background on our LTC product



           4        line, and our approach to the LTC business.



           5        Then I'll share some information on our



           6        consumer research and our communications plans



           7        associated with our rate increases.



           8             NLTC is wholly owned by its mutual parent



           9        company, Northwestern Mutual.  And NLTC



          10        embraces the mutual values of its parent by



          11        selling participating policies and focusing on



          12        long-term policy owner value.  We try to keep



          13        the cost of our long-term care policies low



          14        through consistent underwriting, prudent



          15        investments, and diligent expense management.



          16             NLTC came relatively late to the LTC



          17        market, having sold its first policies in 1998.



          18        Especially with our high anticipated



          19        persistency, based on the experience from



          20        Northwestern Mutual's life insurance products,



          21        we initially had much higher premiums than most



          22        of our competitors.  Unfortunately, however, we
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           1        are not immune to the challenges in the LTC



           2        marketplace.



           3             Our recent experience evaluations



           4        indicated that sizable rate increases are



           5        appropriate on our policies sold from 1998 to



           6        2013.  However, after gathering input from our



           7        financial representatives, we decided to take a



           8        more measured approach.  Late in 2016, we began



           9        filing our first LTC rate increase nationwide



          10        for amounts primarily ranging from 10 to 30



          11        percent.  With the rate increase annual limits



          12        in Maryland, we requested and received approval



          13        for increases of 10 to 15 percent.  In 2017, we



          14        followed up with this rate increase request to



          15        keep the premium rate increase for Maryland



          16        policy owners in alignment with the rest of the



          17        nation.



          18             As part of our rate increase filing, we



          19        are providing a paid-up Non-Forfeiture Option



          20        to all affected policy owners, even though our



          21        requested increase is smaller than the



          22        thresholds, which are required for most
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           1        policies.  Under this feature, a policy owner



           2        choosing to not pay the increased premiums



           3        within 120 days of the premium increase



           4        effective date will receive a paid-up benefit



           5        equal to the total amount of all premiums paid



           6        since they first bought the policy.



           7             As I indicated earlier, the 2016 filing



           8        was the first rate increase ever for



           9        Northwestern on in force LTC policies in our



          10        now 20 years in the long-term care insurance



          11        business.  We heard loud and clear from



          12        consumers that communication and transparency



          13        are of utmost importance.  As such, we held



          14        consumer focus groups as well as engaged in an



          15        ongoing dialogue with our financial



          16        representatives, to help inform our processes



          17        and decision-making.  We learned the importance



          18        of explaining to policy owners why this rate



          19        increase was needed, as well as the importance



          20        of providing clients with a wide variety of



          21        options if they choose not to pay the full



          22        increase.
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           1             Our approach to providing this information



           2        to policy owners is three-pronged:



           3             First, after our company's board of



           4        directors made the decision to request



           5        increased rates in 2016, as we began the filing



           6        process we mailed letters to all impacted in



           7        force long-term care policy owners, 2,100 of



           8        whom were Maryland policy owners.  This letter



           9        was in addition to the required policy owner



          10        notification letter.  This letter informed



          11        policy owners that we expect to implement a



          12        premium rate increase and described the



          13        challenging LTC environment.  In this letter,



          14        we also provided financial representative



          15        contact information as well as an 800 number



          16        for our home office dedicated service center.



          17             Second, due to our exclusive agency



          18        structure, we have financial representatives



          19        who often have developed deep life-long



          20        relationships with their clients, where they



          21        develop a financial plan taking into account



          22        the specific circumstances of their clients.
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           1        For instance, over half of our long-term care



           2        policy owners also own other Northwestern



           3        Mutual products as part of a comprehensive



           4        financial plan.  As such, our financial



           5        representatives are in a fairly unique position



           6        to discuss the rate increase with their clients



           7        and to provide options so that their clients



           8        can make well-informed decisions.  Toward this



           9        end, we provide our financial representatives



          10        with lists of impacted clients so that they can



          11        proactively work with their clients to provide



          12        client-specific options.



          13             Third, as I mentioned, we have a dedicated



          14        home office service center where the sole focus



          15        of the service reps is to answer policy owner



          16        questions and to provide options related to



          17        this rate increase.



          18             Then, because we heard from consumers that



          19        it is important that they have enough time to



          20        make more-informed decisions on how to proceed,



          21        we decided to send the specific policy owner



          22        notifications 60 to 120 days prior to the
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           1        policy owner's anniversary, depending on the



           2        timing of state approval, generally providing



           3        more time than the minimum required note.



           4        These notifications provide specific



           5        information regarding the amount of the rate



           6        increase and the range of available options to



           7        reduce benefits in order to maintain the



           8        premium or reduce the amount of the increase.



           9        We have heard from consumers that having an



          10        option is extremely important, so in addition



          11        to the options in the letter, we provide



          12        contact information for our dedicated service



          13        team to discuss the other options available to



          14        policy owners' specific circumstances.



          15             While being faced with a rate increase is



          16        certainly not ideal, we are striving to be



          17        transparent and to make the client's experience



          18        as positive as possible, allowing consumers to



          19        make sound decisions for their particular



          20        circumstances.



          21             Thank you again for holding today's



          22        hearing, and for inviting us to participate.
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           1             DEPUTY COMMISSIONER GRODIN:  Thank you,



           2        Mr. Gurlik.  Anybody have questions?



           3             MR. SWITZER:  Thank you.  I see that these



           4        filings, as you've mentioned affect 2100



           5        Maryland members out of a total in the state of



           6        about 3100, so about two-thirds.  And, again,



           7        from form 5 in the 2017 financial statements, I



           8        see the Maryland loss ratio at 9.7 percent, the



           9        nationwide loss ratio at 16 percent.  I had as



          10        a rule of thumb that these 2100 policies, the



          11        duration they were sold in about 2002, about



          12        duration 16.  So my question is:  With the



          13        Maryland loss ratio at 9.7 and the nationwide



          14        at 16 percent, is not a present value, just a



          15        straight cumulative, how far off is that from



          16        what you were hoping to get at this point in



          17        time if you had any kind of sense of that,



          18        please?



          19             MR. GURLIK:  From what we were hoping to



          20        get?



          21             MR. SWITZER:  Yeah.  When you initially



          22        priced and had your long-tail business, when
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           1        you looked at the initial loss ratio to be very



           2        low, loss ratio today, that ratio is 15 plus



           3        very high, given that we're maybe halfway



           4        through the life of a typical policy, our



           5        general tables would expect, although it's a



           6        lot of range, that if you're halfway through



           7        your loss ratio cumulative maybe year round



           8        30ish or so, but we're seeing 10 and 16,



           9        wondering if you had a comment on that?



          10             MR. GURLIK:  No, and actually we're



          11        nowhere near halfway through the benefit side



          12        of the equation.  So right now if we look at



          13        this block of business, and you looked at the



          14        claims that we anticipate seeing over the



          15        lifetime of the block, we have not even seen 5



          16        percent of the present value of claims.  So



          17        nationwide even, we do not feel that our



          18        business is credible, and certainly not



          19        credible at the state level.  The nationwide



          20        experience, you quoted something, 16.9 or



          21        something like that --



          22             MR. SWITZER:  16 percent.
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           1             MR. GURLIK:  Our experience to date has



           2        not been significantly worse on these blocks



           3        than anticipated.



           4             MR. SWITZER:  Okay.



           5             MR. GURLIK:  Our primary concern is that



           6        the future expectation is much worse than what



           7        we originally anticipated.  A lot of that is



           8        driven by changes in the claim cost anticipated



           9        certainly, but also that there are going to be



          10        far more people still in those later durations



          11        who we anticipate will have claims.  And we are



          12        trying to get in early now, so that the class



          13        can be spread over a larger pool of policy



          14        owners.



          15             MR. SWITZER:  And I understand the



          16        nationwide to go up to 48,000 first --



          17             MR. GURLIK:  Right.



          18             MR. SWITZER:  But yet I fully understand



          19        that at the second half of what's going to



          20        happen or projected to happen, trying to get



          21        that first piece of empirically what has



          22        actually happened.  I hear you say so far it's
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           1        okay, but the data projections up 410



           2        something, to significantly --



           3             MR. GURLIK:  Right.  On a cumulative



           4        basis, we are not very much worse than



           5        anticipated.  We have seen significant upticks



           6        in claims in 2016 and 2017, which kind of bodes



           7        poorly for the future.



           8             MR. SWITZER:  That answers my questions.



           9        Thanks.



          10             DEPUTY COMMISSIONER GRODIN:  Anyone else?



          11        Adam.



          12             MR. ZIMMERMAN:  So it would be safe to



          13        assume that the reason for the projected future



          14        claims is due to I guess you would call



          15        severity of claims, because I believe you had



          16        indicated at the start of your testimony that



          17        your lapse assumption was lower to begin with



          18        than what other competitors have priced, is



          19        that the driving cost, just the length of time



          20        that people are staying on claims?



          21             MR. GURLIK:  Actually it's a function of a



          22        number of different things, but no, even though
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           1        we use relatively low lapse rates in our



           2        original pricing, they were still well in



           3        excess of what we now anticipate.  Back when we



           4        were pricing these products we had relatively



           5        low price -- or we had high persistency.  Our



           6        policyholders stay around forever, basically on



           7        the life side.  We anticipated the same sort of



           8        thing in the LTC side.  But LTC persistency



           9        rates are even higher than life insurance in



          10        general.  Much higher.



          11             MR. ZIMMERMAN:  Thank you.



          12             DEPUTY COMMISSIONER GRODIN:  Anyone else?



          13        Thank you.  Oh, I'm sorry, go ahead, Jeff.



          14             MR. JI:  So how do you ensure your



          15        business practice is effective typical for



          16        claim management, in the rate implementation,



          17        so any improvement in the future?



          18             MR. GURLIK:  In claim administration?



          19             MR. JI:  Yeah, and administration on the



          20        rate implementation.



          21             MR. GURLIK:  Yeah, I think practices have



          22        changed dramatically over the lifetime of the

�

                                                                          54







           1        business.  And in general, we're a company that



           2        we don't really manage the loss ratios.  We



           3        price the business on regular basis and in the



           4        past when we priced the business, every year we



           5        would take a look at assumptions, update them.



           6        We actually did pay dividends in past years,



           7        and that was around 2007 until around 2012,



           8        2013.  And as we've priced the business more



           9        recently, obviously we've seen our assumptions



          10        deteriorate and that's driving the need for the



          11        rate increase.



          12             On the claim administration side, I think



          13        we've certainly taken a look at our processes



          14        and our objective is to pay all legitimate



          15        claims.  At the same time that means we have an



          16        obligation to our other policy owners to make



          17        sure that we aren't paying fraudulent claims.



          18        We aren't paying claims of people who have not



          19        yet met the eligibility criteria of the



          20        policies.



          21             MR. JI:  How about the rate implementation



          22        side?
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           1             MR. GURLIK:  The rate implementation side,



           2        as you know, we've had a recent challenge in



           3        Maryland.  That was a unique situation where



           4        Maryland had a state-specific version of a



           5        benefit for a period of time, which they



           6        discontinued in 2008.  So at that time we



           7        started issuing our nationwide version of that



           8        benefit.  And we did have a little challenge



           9        implementing the last rate increase where we



          10        eliminated the state-specific rates in



          11        Maryland.  So when we discovered that, we did



          12        make a decision that impacted about 14 policy



          13        owners.  We made a decision to honor the lower



          14        rates that were implemented than we



          15        anticipated.  And we also looked ahead and



          16        said, well, in the future, the rates would have



          17        actually been higher than what the



          18        state-specific benefit was.  So we are honoring



          19        the lower of the nationwide in Maryland



          20        specific rates on that benefit in the future.



          21             MR. JI:  How about any improvement in the



          22        future to avoid this kind of, you know,
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           1        inconsistency?



           2             MR. GURLIK:  Yeah, I think that our



           3        procedures were actually fairly robust for



           4        almost all situations.  Unfortunately, with the



           5        state-specific benefit here, we do have changes



           6        in our process so that we can test a wider



           7        selection of rates.



           8             MR. JI:  Thank you.



           9             DEPUTY COMMISSIONER GRODIN:  Adam,



          10        anything?



          11             ASSISTANT COMMISSIONER MORROW:  I



          12        apologize if I missed it.  Did you address the



          13        released reserves, what happened with those to



          14        the extent --



          15             MR. GURLIK:  Released reserves?  Well --



          16        and here I know Loretta kind of covered it in



          17        general, but when we're repricing the business



          18        every year, those releases are part of what we



          19        are evaluating from a pricing perspective.



          20        We're not managing the business by a loss



          21        ratio.  We're managing to get a return on the



          22        business that helps grow surplus for the
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           1        company in the future and then we check to make



           2        sure that we're meeting minimum loss ratio



           3        requirements.  That's a little different



           4        approach than from other companies.



           5             ASSISTANT COMMISSIONER MORROW:  Thank you.



           6             DEPUTY COMMISSIONER GRODIN:  Thank you



           7        very much.



           8             And our last company is Unum.  And do I



           9        have this right, Mr. Lemoine?



          10             MR. LEMOINE:  Yes.



          11             DEPUTY COMMISSIONER GRODIN:  All right.



          12             MR. LEMOINE:  Good morning, everyone.  On



          13        behalf of Unum, we would like to thank the



          14        Maryland Insurance Administration, members of



          15        the staff here today, and others for holding



          16        this hearing.  And we want to thank each of you



          17        who are participating or listening in today.



          18             My name is John Lemoine and I am the



          19        Assistant Vice President and legal counsel for



          20        Unum's Closed Block Operations business unit.



          21             With me today is Jeff Condit, who is also



          22        a member of that business unit and who is the
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           1        Senior Vice President of Finance for Unum's



           2        Closed Block Operations.



           3             The Closed Block Operations business unit



           4        is comprised of products that Unum no longer



           5        markets, including our long-term care business.



           6             Unum exited the individual long-term care



           7        market in 2009 and exited the group long-term



           8        care market in 2012.  The vast majority of our



           9        long-term care policies were issued between



          10        1989 and 2012.  Unum has just under a million



          11        long-term care insureds nationwide, including



          12        approximately 3600 Maryland individual



          13        long-term care policyholders and approximately



          14        14,000 insureds who are covered under group



          15        long-term care policies issued to Maryland



          16        employers.



          17             As context for today's hearing, this



          18        pending increase is focused on our older block



          19        of Maryland individual policies.  Those that



          20        were typically sold from approximately 1991 to



          21        2003.  Under that block of policies, the total



          22        number of Maryland policyholders who would be
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           1        impacted by this requested increase would be



           2        approximately 1600 insureds.  And I'll provide



           3        a bit more information about those



           4        policyholders in just a moment.



           5             We at Unum take our commitment to our LTC



           6        policyholders very seriously.  We have a team



           7        of over 180 LTC professionals who are dedicated



           8        to providing customer service and administering



           9        benefits.  Our top priority is to meet our



          10        obligations to each of our customers, including



          11        providing benefits in their time of need.



          12             During 2017 we paid over $371 million in



          13        long-term care benefits nationwide and over 9



          14        million in long-term care benefits to Maryland



          15        policyholders.  Another priority of ours is to



          16        manage all of our insurance products to ensure



          17        the financial stability of our operating



          18        companies, both for the short-term horizon and



          19        for long-term sustainability.  This is



          20        extremely important not only for our LTC



          21        policyholders, but for all of our



          22        policyholders.
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           1             When Unum entered the long-term care



           2        business in the late 1980s, we determined our



           3        prices using the best data available at the



           4        time, applying assumptions and predictions



           5        about how future experience would develop.



           6        Unfortunately, like many in the industry, our



           7        actual experience in the years, and even



           8        decades, since we issued these LTC policies has



           9        turned out to be significantly different than



          10        the actuarial assumptions that we used to set



          11        original prices.  These differences include:



          12             The fact that individuals covered under



          13        long-term care policies are living longer and



          14        holding onto their coverage longer than



          15        anticipated, leading to more claims being made



          16        than had been originally projected; also, once



          17        individuals are on claim, they are staying on



          18        claim longer than expected; and at the same



          19        time, investment earnings on the reserves we



          20        hold to pay claims continue to be significantly



          21        lower than originally projected, given the



          22        sustained low interest rate environment.  As a
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           1        result of the combination of these factors, our



           2        long-term care block has suffered significant



           3        overall losses.



           4             In 2006, when the financial reality of



           5        Unum's long-term care business started to



           6        become more clear and credible, we filed our



           7        first long-term care rate increase request to



           8        mitigate financial and enterprise risk.  Our



           9        goal in the long-term care rate increases we



          10        are requesting on these individual policies is



          11        not to generate profits, nor to recoup any of



          12        the past losses we have experienced.  Instead,



          13        rate increase requests on these policies have



          14        been aimed solely at moving these policies to a



          15        point of self-sustainability on a go-forward



          16        basis.



          17             We want to ensure that our reserves plus



          18        premiums for this block of policies are



          19        sufficient to pay all projected claims and



          20        expenses.  With that in mind, the rate



          21        increases we have requested nationwide on this



          22        block of individual policy forms represents
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           1        only above 24 percent of the amounts we could



           2        ask for as actuarially justified.



           3             Here in Maryland, because of the state's



           4        15 percent per year increase cap, our current



           5        request is for a 15 percent increase each year



           6        over five years for policies that currently



           7        include a 5 percent compound unlimited benefit



           8        inflation; and a 15 percent increase each year



           9        for four years for policies that currently



          10        include a 5 percent simple unlimited inflation.



          11        As a result, this pending rate increase request



          12        would apply to just under 1600 of our Maryland



          13        individual policyholders.  With this rate



          14        increase request, we are also proposing a



          15        "landing spot" option to help our policies



          16        mitigate the impact of this increase.  And I



          17        will describe that "landing spot" option in



          18        just a moment.



          19             We will continue to monitor and evaluate



          20        the experience of our LTC business, as we are



          21        charged to do under regulatory and actuarial



          22        standards.  If experience develops adversely to
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           1        our current projection, we may need to return



           2        to Maryland with rate increase requests in the



           3        future.



           4             Even though we are seeking less than what



           5        is actuarially justified, we at Unum recognize



           6        that long-term care rate increases may present



           7        many of our customers with a significant



           8        challenge in maintaining their coverage.  For



           9        that reason, we have developed our version of a



          10        rate increase "landing spot" for each of our



          11        individual customers who will be faced with



          12        this rate increase.



          13             Here is how our landing spot option works:



          14             First, as mentioned earlier, this proposed



          15        individual long-term care rate increase applies



          16        only to our customers who have a policy



          17        currently containing a 5 percent uncapped



          18        compound, or a 5 percent uncapped simple



          19        inflation feature.  And related to that point,



          20        this proposed increase would not apply to any



          21        policies that do not include uncapped



          22        inflation, or to policyholders -- or to
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           1        policyholders who were offered and who elected



           2        a landing spot option in an earlier rate



           3        increase.



           4             Second, each of our Maryland policyholders



           5        subject to this rate increase may entirely



           6        avoid the proposed increase by electing to



           7        reduce their annual inflation adjustment from 5



           8        percent to 3.4 percent on a go-forward only



           9        basis.  In other words, a policyholder who



          10        elects the landing spot with this rate



          11        increase, would retain the 5 percent annual



          12        benefit increases that have already been



          13        applied to their coverage, with inflation



          14        increases then applied on a go-forward basis at



          15        the reduced annual rate of 3.4 percent.



          16             Finally, our rate increase request



          17        proposes that impacted Maryland policyholders



          18        who do elect this landing spot, rather than



          19        accepting the proposed premium increase, will



          20        avoid not only the first proposed 15 percent



          21        incremental increase, but will avoid each



          22        additional 15 percent increment up to the full
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           1        amount requested in this filing.  That is,



           2        policyholders with 5 percent compound uncapped



           3        inflation, who elect this 3.4 percent landing



           4        spot, will avoid a total of 5 increases of 15



           5        percent each, and policyholders with 5 percent



           6        simple uncapped inflation will avoid a total of



           7        4 such increases.



           8             Unum's landing spot has been approved in



           9        49 states to date.  And we have seen a positive



          10        response to this option by our customers.



          11             Also in addition to this landing spot



          12        option, whether related to a rate increase or



          13        not, Unum's customers also continue to have the



          14        option to adjust other benefit features on a



          15        go-forward basis to reduce the level of their



          16        premium.  These adjustments might include



          17        reducing the benefit period, increasing the



          18        elimination period, or adjusting daily benefit



          19        levels.



          20             Also, in connection with Unum's long-term



          21        care premium increases, we provide each of our



          22        impacted policyholders with the ability to
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           1        select a non-forfeiture option, where the



           2        policyholder may choose to no longer pay



           3        premiums going forward, but nevertheless



           4        retains long-term care coverage in an amount



           5        equal to the total premiums paid by the



           6        policyholder on that policy.



           7             We at Unum believe that no long-term care



           8        policyholder should surrender his or her



           9        coverage as the result of a rate increase, and



          10        we believe these options offer reasonable



          11        alternatives to our insureds at various levels



          12        of affordability.



          13             In closing, we acknowledge how difficult



          14        long-term care rate increases can be for our



          15        policyholders.  And, we will continue to serve



          16        our customers as effectively as possible by



          17        offering reasonable alternatives to manage



          18        affordability and by providing quality service



          19        during the life of the policy, including most



          20        importantly at the time of claim.



          21             Thank you again and we would be happy to



          22        answer any questions you might have.
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           1             DEPUTY COMMISSIONER GRODIN:  Thank you



           2        very much.  Questions for Mr. Lemoine?



           3             MR. SWITZER:  Thank you.  And I apologize



           4        in advance if you've answered a question that I



           5        wasn't here for when I left the room.  So I see



           6        that for which you filed 5 rate increases in



           7        the past that have been approved, so since 2006



           8        rates have above doubled, and the request here



           9        is for five more so that the lifetime would be



          10        increase factor of about 4.7, almost five times



          11        increase.  So my question is:  Recognizing that



          12        these aren't the only Unum filings, we've



          13        worked with you on others, so this filing



          14        affects 3600 Maryland members, we got -- in



          15        Maryland, Unum's got about 19,000 Maryland



          16        members and similar questions for you as other



          17        companies, are there any subsets of Maryland



          18        business that are achieving targets or is the



          19        whole Maryland pool that you have not achieving



          20        targets, please?



          21             MR. LEMOINE:  The history of the rate



          22        increases we've filed that you mentioned
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           1        reflects -- we got -- we've divided our block



           2        of business into sort of three blocks based on



           3        the issue era, the issue ages -- not ages, but



           4        the issue time periods of the blocks.  And



           5        there are three blocks that we have sought rate



           6        increases on, which you're familiar with.



           7        There's one block of group policies that are



           8        our most recently issued business that we have



           9        not sought rate increases on to date.  But we



          10        have the entire block of our long-term care



          11        business, in 2014 we did a comprehensive review



          12        of the business and put the entire block into



          13        loss recognition status.  And we continued to



          14        assess our experience against our current



          15        assumptions that we are using today to test



          16        that experience and will continue to do that



          17        over time to see whether additional action



          18        might be necessary.  But to answer your



          19        question at this moment, there is a block



          20        regarding a group policy that we have not



          21        sought rate increases on.



          22             MR. SWITZER:  That helps, thank you.
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           1             MR. CONDIT:  And I think you also asked of



           2        the 3600 policyholders in this coverage cohort,



           3        are there any components of that that are



           4        achieving pricing --



           5             MR. SWITZER:  Well, I meant --



           6             MR. CONDIT:  -- or achieving profitability



           7        goals or are achieving our objectives.



           8             MR. SWITZER:  Outside of the 3600 with



           9        19,000 total in the state, of the non 3600, are



          10        any of those --



          11             MR. CONDIT:  Oh, okay, I misunderstood



          12        your question.  I think you got the question



          13        right.



          14             DEPUTY COMMISSIONER GRODIN:  Anything else



          15        from the MIA?  Oh, I'm sorry, Jeff.



          16             MR. JI:  The -- I noticed your experience



          17        in Maryland is so far there is a loss ratio



          18        that are much better than nationwide, also with



          19        the size of the policyholders.  So I want to



          20        know how much of the corporate is that found



          21        into the --



          22             MS. REPORTER:  I'm sorry, I didn't hear
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           1        what you said.



           2             MR. JI:  Consider -- best consider



           3        Maryland experience, corporate Maryland



           4        experience into the rate increase request?



           5             MR. LEMOINE:  So I will attempt to answer



           6        that, but our chief pricing actuary who was



           7        here with us for the last hearing was



           8        unavoidably unable to be here today, so he



           9        might be able to answer that question directly



          10        for you.  I don't have that information and we



          11        will certainly try to provide that to you when



          12        we return to the office.



          13             MR. JI:  Okay.



          14             MR. CONDIT:  I mean, to my knowledge,



          15        we're pricing generally nationwide experience



          16        because of the credibility of that.



          17             MR. JI:  We notice -- yeah, normally we



          18        see that, but for this finding you have around



          19        3600 members in force, it's a good size.



          20             MR. CONDIT:  Yeah, that doesn't



          21        necessarily mean we've hit a point where those



          22        have reached claim levels.  Just the number of
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           1        policyholders isn't necessarily an indication



           2        of credibility of the claim circumstances we'll



           3        be dealing with.



           4             MR. JI:  Okay.  Also, I noticed that your



           5        current finding is based on 2014, so how often



           6        do you update the assumption?



           7             MR. CONDIT:  So in 2014 we did a



           8        comprehensive update of our experience and



           9        actually strengthened our gap basis reserve,



          10        and we've been using that assumption basis for



          11        pursuing rate increase requests nationwide



          12        including Maryland.



          13             We at this time are going through a



          14        comprehensive update again, now that four or



          15        five years have passed.  So we don't have the



          16        results of that at this most recent update on



          17        our assumptions to tell you where that's going



          18        to go.  But we do update it ever three to four



          19        years, basically.



          20             As this experience is very, very long



          21        term, very, very long-tail, it takes a number



          22        of years for us to see whether or not our
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           1        expectations are holding or not.  We don't



           2        simply react to one-quarter or another.



           3             MR. JI:  Thank you.



           4             DEPUTY COMMISSIONER GRODIN:  Thank you.



           5        Anything else?



           6             MR. ZIMMERMAN:  No.



           7             DEPUTY COMMISSIONER GRODIN:  Thank you



           8        very much.  That concludes the first part of



           9        this hearing, which is the testimony from the



          10        carriers.  We're going to turn now to six



          11        individuals who have asked to speak as



          12        interested parties.



          13             And I'll begin with Mr. Burgan who is here



          14        with us today.  Mr. Burgan, do you mind coming



          15        up to the table?  Welcome.



          16             MR. BURGAN:  Thank you.  Good morning,



          17        everyone.  My name is Elwood Barry Burgan.  I



          18        am a disabled vet.  I'm on a fixed income.  And



          19        my reason for being here today is because of



          20        the constant increase that I've been receiving



          21        with my long-term health care.



          22             I called several years ago to try to find
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           1        out why all of a sudden I was receiving an



           2        additional cost premium.  My policy's with CNA.



           3        And I received a cover letter stating that in



           4        accordance with Section 11-704 of the Maryland



           5        insurance code, this serves to notify that



           6        information about my proposed premium has been



           7        decided with you people.  Well, I was just



           8        appalled by it because I couldn't visualize



           9        after having purchased the policy and I've had



          10        it now since I was in my 50s, my wife and I



          11        lost our child a long time ago, so thereby we



          12        have no one.  And knowing that we have no one,



          13        we decided to take on and purchase a long-term



          14        health care policy.



          15             We figured that for the best interest of



          16        both her and myself not having any other



          17        siblings of any sort that we would want to be



          18        able to be taken care of in the future, so that



          19        was the whole purpose of purchasing this.



          20             We also bought this policy with the fact



          21        of having the inflation clause put into it.



          22        And thereby, I was kind of astounded by the
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           1        fact that for the past several years, I've been



           2        getting this letter telling me that my policy



           3        will be increased by 15 percent.  Well, that's



           4        when I got on the horn, emphatically this year



           5        and was able to make contact with Nancy.  I



           6        don't remember your last name.  And she



           7        referred me to a young man by the name of



           8        Benjamin Deigo [phonetic].  He informed me of



           9        this meeting today, because I asked him -- he



          10        said, well, these meetings take place



          11        periodically, and I asked when the next meeting



          12        was going to be, because I wanted to be able to



          13        speak with you all to find out why you're



          14        allowing me or my policy to be increased by the



          15        insurance people.



          16             Again, I'm not an attorney, and I'm not an



          17        insurance agent.  But I am a policyholder and I



          18        am on a fixed income.  I am -- I did receive a



          19        letter back from Benjamin and I would like to



          20        show you this and maybe you all can answer this



          21        because this will -- this will apply to me



          22        within the next year.  Regulations -- and I
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           1        quote, "Regulations also require insurer or



           2        insurance agent selling long-term care coverage



           3        to deliver to the prospective applicant an



           4        outline of coverage that includes, among other



           5        things, a statement of probable or expected



           6        premium increases up to age 75."  And this is



           7        coming from the State of Maryland.  So does



           8        this mean, and I'm asking as a layperson, that



           9        once I hit 75, CNA or the other insurance



          10        companies will not increase my policy?  Is that



          11        what this is saying through your agency,



          12        through the State agencies?



          13             MR. ZIMMERMAN:  No, it does not mean that.



          14        There's a law or regulation in place that at



          15        time of purchase --



          16             MR. BURGAN:  Okay.



          17             MR. ZIMMERMAN:  -- the consumer has to be



          18        given a projected, I guess, assumptions of the



          19        number of increases up to age 75.  So if you



          20        purchased a policy at 60, the applicant at time



          21        of sale has to be disclosed of potential



          22        increases over the next 15 years, or expected
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           1        increases over the next 15 years.



           2             MR. BURGAN:  All right.  Well, you're



           3        still not answering my question.  My question



           4        is:  Up to the age 75 --



           5             MR. ZIMMERMAN:  Correct.



           6             MR. BURGAN:  -- which I will be next year,



           7        does this mean -- and, again, I'm disabled



           8        veteran on a fixed income, does this mean that



           9        the insurance company will be able to increase



          10        my policy after the age of 75, that's what I'm



          11        asking?



          12             MR. ZIMMERMAN:  Yes.



          13             MR. BURGAN:  This is what you're stating



          14        here.  You're saying yes, they can?



          15             MR. ZIMMERMAN:  Yes.



          16             MR. BURGAN:  Even though this is written



          17        by the Maryland State agency.  I don't



          18        understand.  Something in here that I'm not



          19        reading correctly.



          20             DEPUTY COMMISSIONER GRODIN:  After the



          21        meeting is over, let us sit down individually



          22        with you and we can talk through that.  Is that
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           1        acceptable?



           2             ASSISTANT COMMISSIONER MORROW:  Yeah.  I



           3        would like to take a look at what exactly



           4        you're quoting and get back to you.



           5             DEPUTY COMMISSIONER GRODIN:  I think that



           6        would be -- if you'd give us more of an



           7        opportunity to speak individually with you.



           8             MR. BURGAN:  Well, how is it then or is



           9        there any way that you can deny these agencies



          10        for increasing, you know, my policy?  Again,



          11        I'm on a fixed income and, again, it's my wife



          12        and I and it's only us that are here so to



          13        speak.  So I need help, I need help and that's



          14        why I called and spoke with Nancy and that's



          15        why she gave me this fellow Benjamin to act on



          16        my behalf and try to get my policy.



          17             MR. SWITZER:  I understand.



          18             MR. BURGAN:  I can't, you know -- I



          19        mean --



          20             DEPUTY COMMISSIONER GRODIN:  If we



          21        could -- let's let Todd answer the first



          22        question and then we can move on to the next.
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           1             MR. SWITZER:  Well, first I just want to



           2        relay that our -- when we look at the filings,



           3        one of our responsibilities is to make sure



           4        they're not excessive.  And one of my first



           5        statements was that even though carriers in the



           6        last six months have filed for 36, we approved



           7        12.  So we can deny, we can decrease, and we



           8        have.



           9             The second, when the long-term care



          10        industry started, and I don't remember if the



          11        number is right, and you all can correct me,



          12        but I believe we had 25 long-term care carriers



          13        in the market, we're down to less than five.



          14        We had one long-term care carrier go bankrupt,



          15        Penn Treaty, and all the other carriers picked



          16        up that loss.



          17             We are not -- we are trying to find the



          18        right balance and we hear what you're saying,



          19        and we take you very seriously, as well as the



          20        letters, that we're not asking the carriers --



          21        we're trying to find the balance of not letting



          22        it get back to break even or to a gain, but
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           1        what is the right mix of companies that are



           2        actually losing money and what's happened in



           3        the past, no recouping of past losses, but



           4        recognizing the burden it puts on consumers and



           5        recognizing the financial plight of the



           6        carriers, and that balance is not easy.  But



           7        you've heard some of the long-term lifetime --



           8        rather loss rate showed about 100 percent.  And



           9        for every $1 premium, paying 110 or more for



          10        claims, trying to balance that in with the



          11        realities of a fixed income and increases of



          12        this magnitude is burdensome.



          13             MR. BURGAN:  Well, that's where I stand.



          14        I mean, I can't afford this constant increase



          15        continually year after year after year.



          16        Especially when I had it in my policy that --



          17        and my wife and I both sat down with our agent



          18        and we encountered the inflation period.  We



          19        had that in the policy.  So if that was in the



          20        policy, why is it that we are being hit with an



          21        additional 15 percent every year.  You know,



          22        that's not right.  I'm sorry, but it's not
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           1        right.  And, again, I only have X amount of



           2        dollars that, you know, I'm receiving every



           3        month, you know, being a disabled vet.  It's



           4        hard.



           5             DEPUTY COMMISSIONER GRODIN:  Mr. Burgan,



           6        we want to thank you for coming in today.  And



           7        if you wouldn't mind staying for the remainder



           8        of the meeting --



           9             MR. BURGAN:  Yes, ma'am.



          10             DEPUTY COMMISSIONER GRODIN:  -- and we



          11        will find you after the meeting and we will



          12        talk to you individually.



          13             MR. BURGAN:  Thank you.



          14             DEPUTY COMMISSIONER GRODIN:  Thank you



          15        very much for coming.



          16             MR. BURGAN:  Thank you for your time.



          17             DEPUTY COMMISSIONER GRODIN:  Ms. Orndorff,



          18        are you on the phone?



          19             MS. ORNDORFF:  Good morning, I was able to



          20        listen in this morning.  I didn't want to --



          21        how are you guys?



          22             DEPUTY COMMISSIONER GRODIN:  We're just
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           1        fine.  We're sitting here and if you would like



           2        to testify today, now is your time.



           3             MS. ORNDORFF:  Oh, I just want to thank



           4        you very much for allowing me the chance to



           5        testify today.  I do have questions for the



           6        insurers, and that's just one question if



           7        possible --



           8             DEPUTY COMMISSIONER GRODIN:  Well, what we



           9        will do is --



          10             MS. ORNDORFF:  What's the chance -- is



          11        that possible to ask a question?



          12             DEPUTY COMMISSIONER GRODIN:  Well,



          13        actually today is a forum, is really for you to



          14        testify on your own behalf --



          15             MS. ORNDORFF:  Got it.



          16             DEPUTY COMMISSIONER GRODIN:  -- as opposed



          17        to a question-answer, but I know that you



          18        submitted written comments.  And as you know,



          19        our actuarial staff is very good about



          20        answering those comments.  Have you submitted



          21        that --



          22             MS. ORNDORFF:  Yes.
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           1             DEPUTY COMMISSIONER GRODIN:  Okay.  So if



           2        you submitted that question in your written



           3        comments it will be answered.



           4             MS. ORNDORFF:  No, I have not -- I did not



           5        submit a question for today's hearing.



           6             DEPUTY COMMISSIONER GRODIN:  In that case



           7        --



           8             MS. ORNDORFF:  I would like to testify



           9        that to Mr. Elwood or Mr. Burgan who is there,



          10        that your staff has been very kind to get back



          11        to me and answer the questions.  Mr. Burgan, if



          12        I might, I'm in the same situation as you, no



          13        children, no siblings.  The increases were



          14        quite a shock to me as well.  I do want to make



          15        a statement that, you know, although it's fine



          16        for the insurance companies to say that their



          17        investment policies are not -- their



          18        investments are not making as much as they had



          19        initially forecast, the same is true for your



          20        policyholders.  We are in the same boat.  We do



          21        not have a magic fund that's making more money



          22        than you guys are.  So that's something you
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           1        should consider.  No one is making money in a



           2        low interest rate environment.  This is just



           3        the way interest rates go.  It's the way the



           4        economy goes.  And it's really hard on your



           5        policyholders when you have this right to come



           6        and make increases, ask for increases for



           7        premiums and on policies where many of us felt



           8        like the premium that we were quoted when we



           9        bought the policy was going to be the premium



          10        for the rest of our lives.  And that was



          11        exactly what was sold to us.



          12             And my policy, I'm a Unum customer.  I



          13        hold a group policy.  I know Unum had mentioned



          14        today that they had not sought increases for



          15        the group policies, and I would probably



          16        follow-up with a question about that to the



          17        Insurance Administration to get a clarifying



          18        statement on what group policies do they not



          19        ask increases for.



          20             But in general, I just want to make a



          21        statement that, you know, policyholders are in



          22        the same situation.  If multiple increases are
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           1        not sustainable for many, you talk about



           2        compound interest, compound premium increases



           3        are the same.  Fifteen percent on top of 15



           4        percent on top of 15 percent is not just simple



           5        interest, it's a compound situation.



           6             So with that in mind, I don't want to take



           7        up the whole day today, but I'm grateful to



           8        issue these observations into the record.



           9             DEPUTY COMMISSIONER GRODIN:  Thank you,



          10        Ms. Orndorff.  Also let me remind you that you



          11        have until May 14th to submit additional



          12        written comments if you have any other



          13        questions that you've thought of.  Okay?



          14             MS. ORNDORFF:  That's brilliant.  Thank



          15        you for that clarification.  I appreciate it.



          16             DEPUTY COMMISSIONER GRODIN:  Thank you.



          17        Next we have Mr. Jolles, Mr. Brian Jolles from



          18        Jolles Insurance.  Are you on the line, sir?



          19             MR. JOLLES:  Can you hear me okay?



          20             DEPUTY COMMISSIONER GRODIN:  Yes, we can,



          21        thank you.



          22             MR. JOLLES:  Just an observation, I just
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           1        wanted to suggest that I've had an obviously



           2        significant increase on behalf of my clients, I



           3        have sold quite a bit of long-term care in my



           4        career.  I did tell and notify all of my



           5        clients, to the client, every single one, that



           6        it's a probability and not a possibility that



           7        there will be increases on these contracts.  I



           8        was telling them 20 years ago, even before we



           9        ever saw that it would happen.  I think it's



          10        completely ridiculous that any carrier would



          11        ever consider 10 percent on the lapse ratio.  I



          12        don't think it takes an actuary to realize how



          13        unfortunate that was for those kind of



          14        decisions.



          15             My final comment, I just wanted to say



          16        that I heard the Unum actuary offer the 3.4



          17        percent option as a way to resolve the --



          18        escape some of the future increases down from a



          19        5 percent compound.  I just want to make an



          20        observation, I wish more of the companies, and



          21        I wish the Insurance Administration would focus



          22        on that type of a solution versus, you know,
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           1        some of the other options that we are seeing,



           2        which are not going to retain someone's



           3        benefit, you know, over time.  Those are my



           4        only comments.  And I thank you for your work



           5        today.



           6             DEPUTY COMMISSIONER GRODIN:  Thank you,



           7        Mr. Jolles.



           8             Next on the list we have Mr. David Beers.



           9        Mr. Beers, are you on the line?  Mr. Beers, you



          10        may be on mute.



          11             We will go on to the next individual,



          12        which is Mr. Bob Maloney.  Mr. Maloney, are you



          13        on the line?  All right.



          14             Next is Mr. Mark Gage.  Mr. Gage, are you



          15        on the line?



          16             MR. GAGE:  Yes, I am.



          17             DEPUTY COMMISSIONER GRODIN:  Thank you.



          18             MR. GAGE:  Yes, my name is Mark Gage.  I



          19        am with Northeast Brokerage.  I have been in



          20        the insurance business for 32 years.  I've been



          21        in the long-term care marketplace --



          22             MS. REPORTER:  Can you ask him to speak
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           1        up, please?



           2             MR. GAGE:  -- [inaudible] the entire time.



           3        I've worked for Travelers, worked for CNN for



           4        15 years.  And then in brokerage for the last



           5        15 years representing multiple insurance



           6        companies.  The actuaries were responsible for



           7        evaluating the risk in the very beginning.



           8        They looked at persistency, they looked at



           9        morbidity.  They looked at investment



          10        performance back then for pricing.  They also



          11        looked very closely at the riders and the cause



          12        and effect of the riders and the benefits for



          13        those contracts, including all aspects of



          14        inflation and the exposures that were there for



          15        both the insureds, as well as the policyholders



          16        and the carriers.  Those exposures in fact



          17        through their brochures showed how the impact



          18        was going to be on the buckets of money for the



          19        insureds in the later years.  So they were



          20        aware of the claims exposures that was tied to



          21        that.



          22             Rate increases should be limited in my
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           1        opinion to 5 percent, rather than the 15



           2        percent gap in Maryland per year.  The rate



           3        increases also should have an overall gap from



           4        the beginning of the policy until the end so



           5        that the policyholders know that at some point



           6        in time there will be a cessation to the rate



           7        increases, perhaps when they reach a doubling



           8        of the premium at the highest.



           9             Under the rate increases that were



          10        discussed today, in lieu of the prior rate



          11        increases that have been given to these



          12        carriers in the past is absolutely outrageous.



          13        The rate increases were based upon, you know,



          14        the idea that we give a rate increase based



          15        upon what's happened in other states and that



          16        they have also allowed a rate increase is a



          17        little infuriating to me as well.



          18             Rate increases are more prominent with



          19        lifetime benefits, also with compound inflation



          20        matters.  These riders of how they impact the



          21        available buckets of money were known when they



          22        were created.  It's just not just to create a
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           1        bait and switch environment.  And the Maryland



           2        Insurance Department to advocate for their



           3        interests, insurance companies are engaged in



           4        multiple product lines and there is not a



           5        guaranty that the Maryland systems are required



           6        to keep every block profitable.



           7             If a carrier has made poor actuarial



           8        decisions in their pricing, then they should



           9        absorb the losses, not the policyholders.  I'd



          10        advocate for restricting the cap to 5 percent



          11        with a maximum frozen and a maximum overall



          12        rate increase of doubling the premiums.



          13             Now, what's particularly frustrating to me



          14        is carriers have known for 20 years about



          15        persistency.  And yet they still continue to



          16        create and design products with that



          17        persistency knowledge and now today they're



          18        coming to the table claiming that they weren't



          19        aware of the persistency adjustments.  They're



          20        claiming that they weren't aware of the impact



          21        with 5 percent compound and simple increase



          22        riders.  And those were the most obvious
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           1        actuarial items to identify at the time.  And



           2        now those mistakes are being passed on to



           3        policyholders rather than being absorbed by



           4        insurance companies.  Thank you for your time.



           5             DEPUTY COMMISSIONER GRODIN:  Thank you



           6        very much, Mr. Gage.



           7             Let me just go back and ask if Mr. Beer is



           8        on the line or Mr. Maloney is on the line?  All



           9        right, then that's all of who I have signed up



          10        to testify today.



          11             I want to thank everybody for your time.



          12        And those of you on the phone and here, please



          13        remember again that written testimony will be



          14        accepted until Monday, May 14th.  Thank you



          15        very much folks.



          16            (Hearing concluded at 10:30 a.m.)



          17



          18



          19



          20



          21



          22
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o by Seth Lamont ........................ 28 | 9 toanswer questions from the MIA. And then
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17 by Kathleen Ondorff .................. 79 17 Adml nistration.
18 Jolles Insurance 18 MR. ZIMMERMAN: Hi, my nameis Adam
19 by Brian Jolles .............c..oooen 8 119 Zimmerman. I'm an actuary with the Office of
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1  MR.SWITZER: Todd Switzer, good morning, 1 tocomeup in aphabetical order.
2 Chief Actuary. 2 Todd, would you like to say afew things
3 ASSISTANT COMMISSIONER MORROW: Bob| 3 before we start?
4 Morrow, Associate Commissioner for Life and 4 MR. SWITZER: | would, thank you. Thanks
5 Hedth. 5 for being here. Two things, first, factually
6  DEPUTY COMMISSIONER GRODIN: Inthe 6 over thelast six months, the MIA haslooked at
7 audience we also have Joe Sviatko, who is part 7 long-term care filings from nine carriers and
8 of our public relations staff. We also have 8 the average requested increase was 36 percent.
9 Nancy Muehlberger, who isthe assistant in the 9 The average approved increase was about 12

10 Officeof Chief Actuary. Andwehave Al Redmer | 10 percent, about athird of what was requested
11 inthe audience who is our Insurance 11 from activity recently.
12 Commissioner. 12 Secondly, we got a question from Mr. and
13 Hopefully, everybody is signed up on the 13 Mrs. Edwards related to the Genworth
14 sheetsthat were out on the table. Let me go 14 acquisition. Thank you, if you are on the

15 over afew housekeeping procedures. There'sa 15 phone, for your question. The one comment in
16 handout with all of our contact information, | 16 response to that regarding Genworth, the

17 encourage you to take that with you. 17 largest long-term care carrier in our state.

18  Thishearing -- and | know we've said this 18 We asked them three questions through the serve
19 before, thisis our second hearing. This 19 system, that isthe formal rate filing system,

20 hearing is an opportunity for MIA staff to 20 and one of the questions was, we looked at the
21 question carriers. It's also an opportunity 21 SCC filings regarding the potential of deals or
22 for al of usto listen to the consumer 22 transactions with China Oceanwide. We

Page 7 Page 9

1 representatives and any other stakeholders. 1 understand that the decision on that has been

2 It'snot aquestion and answer forum between 2 moved to July 1st. We noticed that in this

3 stakeholders and carriers. The questions are 3 casethat part of the transaction allowed for

4 our job. But the good newsiswe encourage 4 600 million to be contributed to the maturing

5 written comments submitted in advance or until | 5 debt; 525 million for the restructuring of the

6 Monday, May 14th, all written comments are 6 lifeinsurance business. But one quote -- and

7 studied and they are also posted on our 7 I'll just read the quote from the SCC, "China

8 website. We will also be posting a transcript 8 Oceanwide has no future obligation asto

9 of today's hearing. Thatisonthe MIA's 9 personal intentions --

10 long-term care page and on the 10 MS. REPORTER: I'm sorry, can you --

11 quasi-legidation hearing page. If you go to 11 MR. SWITZER: I'm sorry, yeah. "China
12 MIA'swebsite and you click onthelong-term | 12 OceanWide has no future obligation and has
13 caretab on the left side of the screen under 13 expressed no intentions of contributing

14 "Quick Links," you will cometo al of this 14 additional capital towards our right in the

15 information. 15 long-term care business.” And our questions
16 I've already mentioned the court reporter, 16 were please provide some incite asto why that
17 soit'simportant for al of usto slow 17 would be the case and wouldn't this transaction
18 ourselves down and speak clearly and loudly. 18 present a unique opportunity for our LLC

19 If you're diaing into the conference, please 19 financial deficiencies and less requested rate
20 mute your phones. We would ask that when you | 20 increases. So no decision has been made on
21 testify, you please restate your name and 21 thosefilings, no actions have been taken, and
22 organization. We will be asking the carriers 22 we are going through our questions. So that
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1 wasall | wanted to put out there. 1 information around the long-term care business
2 DEPUTY COMMISSIONER GRODIN: And Il aso | 2 at my company. Bankers Life and Casualty
3 let everyone know, Todd will be leaving a 3 currently ensures more than 300,000 individuals
4 little early today to participate in other 4 nationwide, approximately 5,000 in the state of
5 conferencecalls. 5 Maryland, under along-term care, home health
6 MR. SWITZER: And I'll come back if those 6 care, nursing home, or short-term conval escent
7 endearly. 7 carepolicy. We have been writing business
8  DEPUTY COMMISSIONER GRODIN: Allright,| | 8 since 1987 and we remain actively selling new
9 don't think I forgot anything else. Anybody? 9 policiestoday, having issued over 300 new
10 Okay, good. 10 policiesin the state of Maryland during 2017.
11  Sowe have Loretta Jacobs, from Bankers 11 At Bankers Life, we are proud of our
12 Lifeand Casualty Company. Hi, Loretta, why 12 commitment to offering meaningful insurance
13 don't you come on up to that table? 13 coverage to middle market consumers at and near
14 MS.JACOBS: If everyoneiswondering 14 retirement and we believe our long-term care
15 about my shoes, I'm getting over foot surgery, 15 and short-term convalescent care products are
16 sol'malittle careful about my walking. 16 an important component of our policyholders
17 DEPUTY COMMISSIONER GRODIN: Andjust |17 financia security intheir retirement years.
18 spesk clearly and loudly, so not only you can 18  There are approximately 540 policyholders
19 be picked up by the court reporter, but also 19 inthe state of Maryland who are insured under
20 our microphones and conference calls. Thank 20 one of the various policy series for which we
21 you. 21 arerequesting to increase premiums at this
22 MS. JACOBS: Good morning, Commissioner 22 time. Theseinsureds were issued between 1993
Page 11 Page 13
1 Redmer in the audience, Deputy Commissioner 1 and 2003, and on average have been in force for
2 Grodin, Maryland Insurance Administration 2 20yearsasof the present time.
3 staff, and distinguished guests. My nameis 3 Across the United States, the policy forms
4 LorettaJacobs, and | am the Senior Vice 4 that we are here to discuss with you today have
5 President of Health Product Management at CNO | 5 been subject to either three or four separate
6 Financia Group. | am responsible for, anmong 6 35 percent premium increases over time; those
7 other things, the long-term care business of 7 without inflation protection subject to the
8 BankersLife and Casualty Company, whichisthe | 8 threeincreases, and those with automatic
9 largest insurance company under the CNO 9 inflation protection were subject to the four
10 Financial Group umbrella. On behalf of my 10 increases.
11 company, | would like to thank you for the 11 However, the State of Maryland has
12 opportunity to provide information regarding 12 approved five 15 percent premium rate increases
13 our recent request to increase premiums on 13 and a 4.2 percent increase for policyholders
14 several of our older long-term care insurance 14 without inflation protection, and has approved
15 policy forms, including: GR-NO50 Long-Term 15 seven 15 percent premium rate increases for
16 Care; GR-N100 Facility Care and related GR-N105 | 16 policyholders with inflation protection.
17 Long-Term Care; GR-N160 Facility Care and 17 Thus, the full nationwide premium rate
18 related GR-N165 Long-Term Care; and GR-N240, | 18 level is 17.4 percent higher than the Maryland
19 and GR-N270 Facility Care and related GR-N250 | 19 premium rate level for policyholders without
20 and GR-N280 Long-Term Care. 20 inflation protection. And the full nationwide
21 Before discussing the details of the 21 ratelevel is 24.9 percent higher than the
22 filing, | would like to provide some 22 Maryland premium rate level for policyholders
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1 withinflation protection. Assuch, we are 1 you know, we are required to provide at least a

2 requesting that Maryland approve the maximum | 2 45-day advance notice of a premium rate change
3 dlowable 15 percent premium rateincreaseon | 3 inthe state of Maryland, so our current

4 dl of these policies, both those with and 4 process complies with Maryland law and provides
5 without inflation protection, in order to bring 5 anadditional 15 days of advance notice.

6 the Maryland premium rate level moreinline | 6 We have submitted financial projectionsto

7 with the nationwide rate level. 7 the Maryland Insurance Administration

8 We believe the equitable thing to do isto 8 documenting the actuarial justification for the

9 continue to pursue action -- rate action in 9 15 percent premium rate increase we are

10 statesthat have not approved the full amount | 10 requesting. Each of the policy forms subject

11 of our prior rate increases with the goal of 11 to this premium rate increase request is

12 ultimately achieving rate parody across the 12 required to meet aminium lifetime lossratio

13 nation. 13 of at least 60 percent, and each form's

14 We understand and respect that the State 14 lifetimeloss ratio projection is significantly

15 of Maryland has a 15 percent premium rate 15 higher than 60 percent. Each series of policy

16 increasecap initsregulations. Therefore, 16 forms subject to thisrate increase request,

17 absent any material changein the experience of | 17 has accrued experience since inception that is
18 these policy formsthat would indicateaneed |18 fully credible from astatistical standpoint on

19 to change the nationwide premium rate levels, |19 anationwide basis, but it's not credible for
20 we anticipate we would request an additional | 20 the state of Maryland alone.
21 premium rate increase in the future for these |21 Therefore, the experience data and
22 policyholdersin order to bring the Maryland |22 analysis performed on each of these blocks of

Page 15 Page 17

1 premium rate level on par with the nationwide 1 business, utilizes the nationwide experience.

2 ratelevel. 2 For the GR-NO50 policy series, the

3 We understand that increasing premiumscan | 3 lifetimelossratio at Maryland's current rate

4 bedifficult for insureds who are on fixed 4 level is75.0 percent and decreasesto 74.3

5 incomes and we make a point to personalizeeach| 5 percent assuming the premium rate increase is
6 notice of apremium rate increase with options 6 approved.

7 for customersto consider, including paying the | 7 For the GR-N100 seriesthe lifetime loss

8 increased amount or, if current coverage is 8 ratio projection at Maryland's current rate

9 above the minimum benefits we offer, reducing | 9 level is92.4 percent and decreases to 90.6

10 coverage by increasing the elimination period 10 percent assuming the premium rate increase is
11 or reducing benefit period duration. 11 approved.

12 In addition, each customer isinvited to 12 Similarly, the current lifetime loss ratio

13 call a1-800 number to explore other possible 13 at the Maryland rate level for the GR-N160
14 benefit reductionsthat may be availableinthe |14 seriesis86.6 percent and would reduce to 84.5
15 event that the specific personalized option 15 percent if the premium rate increase we have
16 described in the rate increase notice are not 16 requested is approved.

17 satisfactory to them. 17 Finally, the lifetime loss ratio for the

18 We understand that customers may wishto | 18 GR-N250 seriesis 87.1 percent at the current
19 spend time considering the options availableto | 19 Maryland rate level and we project it to

20 them, so our current practice isto notify 20 decreaseto 84.2 percent if the premium rate
21 customers of an impending premium rate change | 21 increase request is approved.

22 at least 60 daysin advance of thechange. As | 22 Please note that the lifetime loss ratios
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1 that | just discussed are calculated as the 1 thispremium rate increase request are
2 ratio of theincurred claims paid benefits, 2 regulated to meet a minimum lifetime loss ratio
3 plusthe changein the claim forms to earned 3 and are not subject to the rate stabilization
4 premiums. Active lifereserves, or reserves 4 standards that apply to more recently issued
5 accrued to fund future claims which havenot | 5 policies, the premium rate increases we have
6 yet occurred, are not included in the 6 requested on these policies do actually comply
7 caculation. 7 with the requirements of the rate stabilization
8 One thing | would like to note, however, 8 standards aswell.
9 isthat when an individual insured lapses 9 Bankers Life and Casualty believesitis
10 coverage, the active life reserves associated 10 in both our company's interest and our
11 with those individuals are released. In 11 policyholders interest to continuously monitor
12 accordance with statutory and tax accounting | 12 our business and work with regulators to adjust
13 requirements, the released reservesflow into | 13 premiums as expeditiously as necessary to
14 unassigned surplus, where theoretically they | 14 enable usto maintain afinancially stable book
15 could be redllocated to any line of business 15 of business and honor our commitments to our
16 within our company. 16 policyholdersto be able to pay their claims
17 However, our current practice at Bankers |17 when they arise.
18 Lifeand Casualty isto voluntarily reallocate | 18 We look forward to continuing to work with
19 thereservesreleased due to rate increase 19 the Maryland Insurance Administration on this
20 related coverage changes and termination back | 20 filing and any others that may be required on
21 tothelong-term careline of businessaspart |21 these or other policy formsin the future with
22 of the non-tax deductible Asset Adequacy 22 the goal of meeting our mutual objective of
Page 19 Page 21
1 Reserveswe have established for thisline. 1 keeping our LTC business at Bankers Life and
2 Asof first quarter 2018, the Asset 2 Casualty financially sound and stable.
3 Adequacy Reserves held $261 million. This 3 Thank you again for providing me the
4 reserveisscheduled to increase by an amount 4 opportunity to speak with you today. |
5 indicated by the financial projection results 5 sincerely appreciate being able to engage in
6 for theentire LTC line of business, whichis 6 dialogue on thisimportant issue of the pending
7 currently $12 million per quarter for the 2018 7 premium rate increases on severa of our
8 calendar year plus the amount of reserves 8 long-term care policy forms.
9 redlocated from the rate increase rel ated 9 DEPUTY COMMISSIONER GRODIN: Thank you,
10 coverage changes and terminations. Thisamount | 10 Ms. Jacobs. Anybody on the MIA staff have any
11 hasrecently been running between 1 and $2 11 questions?
12 million per quarter. This practice of 12 MR.SWITZER: | do. Thank you. Soyou
13 voluntarily reallocating reserves enables 13 mentioned that these filings affect 540
14 BankersLife and Casualty to build significant 14 Maryland members?
15 additional active life reserves to support our 15  MS.JACOBS: Yes.
16 long-term care line of business. 16 MR. SWITZER: But your total in Maryland
17 | would like to close by noting that the 17 for the businessis about 5,000 members?
18 premium rate increase requests we have made are| 18 ~ MS. JACOBS: Right, correct.
19 designed to mitigate, or reduce, |osses that 19 MR. SWITZER: So for the other 4500, are
20 are expected to merge in the future, and not to 20 any of those achieving financial targets, or is
21 recover any past losses that have already 21 that just for the subset outside of the ones
22 occurred. Whilethe LTC policies subject to 22 that's 500?

1- 800-292-4789

Epi g Court Reporting Sol

uti ons - Washi ngton,
www. deposi ti on. conf washi ngt on-dc. ht m

DC




http://www.deposition.com



HEARI NG - 05/07/2018 Pages 22..25

Page 22 Page 24

1 MS. JACOBS: So we haveinthe past, in 1  MS JACOBS: Well, thosearethe
2 fact last year we had requested to increase 2 lifetimes, so several of the policy forms, you
3 premiums on one of the newer forms. | don't 3 know, aready likeif you just look at current
4 recall offhand how many policies that was. | 4 lossratio are, you know, in excess of 100,
5 think it was about 200, but, you know, | would 5 so0-- but you know, over the life, they would
6 haveto look, so please don't totally quote me 6 beat say 90 or 80 or whatever the number is.
7 onit. | can get back to you if you need that 7 Letmeseeif | -- I'mlikeyou, | haveto take
8 number. We do have several thousand under our | 8 my glasses off in order to see. So for
9 convalescent care program and those right now 9 instance, the N100 series here, the current
10 aredoingright in line, behaving right in line 10 lossratio, like the 2016 and 2017 year is
11 with what is expected. So there's been no 11 180-ish percent. The NO50 series, which isthe
12 contemplated action on those present policies. 12 oldest one, iswell over 200 percent currently,
13 MR. SWITZER: Thank you. And somefiling, | 13 current experience. The N160 seriesisrunning
14 that the mortality table being used isthe 1994 14 about 140 percent currently, the current year.
15 GAM table-- 15 And then the N250, the larger current series
16 MS. JACOBS: Yeah. 16 is--itran 100 percent exactly in 2015. It
17 MR. SWITZER: -- 90 percent of it. 17 ran 122in 2016, but that was adightly
18 MS. JACOBS: Yeah. 18 adverseyear. Andthenitwentto 113, soit's
19 MR. SWITZER: Arethere plansto update 19 alittle over 100 already.
20 that data, I'm just trying to prepare, | know 20 ASSISTANT COMMISSIONER MORROW: Okay. So
21 you said future rate increases may be coming 21 they areall over 100, you're quoting the
22 within the byproduct of updating the table? 22 nationwide average?
Page 23 Page 25
1 MS. JACOBS: Y ou know, we've been looking 1 MS. JACOBS: Yes, for the current year,
2 pretty carefully at the termination experience 2 but over thelife they're till -- you know,
3 andright now, in fact, we did alarge study 3 just current year versus...
4 |ast year, the overall termination -- and of 4 ASSISTANT COMMISSIONER MORROW: That's
5 courseit'salittle-- sometimesit'salittle 5 what | wastrying to get to, but I'm guessing
6 difficult to separate, you know, you get 6 thelifetimelossratio in getting up to that
7 termination and you don't necessarily know if 7 point, | guess a nationwide basis, because
8 it waslapse or adeath. 8 that'swhat we'relooking at, isthat two years
9 MR. SWITZER: Sure. 9 out, isthat ten years out? I'm just trying
10 MS. JACOBS: Y ou know, we don't 10 to...
11 necessarily get al of that information, but we 11 MS. JACOBS:. I'mnot -- | don't think |
12 try our best to try to get that information 12 understand the question exactly.

[EnY
w

ASSISTANT COMMISSIONER MORROW: Okay. So
the lifetime loss ratio that you quote --

13 whenwecan. So far we have not seen anything
14 that indicates that that's not the correct

[y
~

15 table. It may not be, but so far we haven't 15 MS. JACOBS: Yes.
16 seen anything indicating that that's not in 16 ASSISTANT COMMISSIONER MORROW: -- 73
17 line. 17 percent [inaudible] --

[y
oo

18 MR. SWITZER: Thank you.

19 ASSISTANT COMMISSIONER MORROW: Y ou gave
20 usthelossratio, the current lossratios.

21 What year do you project those loss ratios to

22 goover 100 percent?

MS. JACOBS: Yup.

ASSISTANT COMMISSIONER MORROW: What year
do they get to 100 or close to 100, isit three
years from now, isit ten years from now? I'm
just trying to get a sense of that.

N N DN B
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1 MR. SWITZER: Wéll, | think -- correct me, 1 shorter short-term conval escent care products.
2 Todd, I think you did cumulative rather than 2 They'redoing really well. Wefocus very
3 yearly. 3 strongly on that market and we're happy with
4 MS. JACOBS: Oh, okay, let'ssee. | don't 4 it. But, again, we know onethingtolearnis
5 know that | have that information in front of 5 watch the business carefully, make sure you
6 me. But | mean, you know, the total cumulative 6 accrue experience and you weigh it
7 -- 1 mean, because you've got, you know, some 7 appropriately and act when indicated. So
8 of these policieslikeif I look at NO50, you 8 that's one of the things we've learned.
9 know, it's cumulative to the past is already 9 MR. JI: Thank you.
10 76. And theoverall future would be, you know, 10 DEPUTY COMMISSIONER GRODIN: Anything
11 300 something percent. And then you have to 11 else? All right, thank you, Ms. Jacobs.
12 discount and al -- and accumulate and all this 12 Oh, sorry.
13 kind of stuff. So | don't know that | have 13 INSURANCE COMMISSIONER REDMER: |
14 that information exactly in front of me. It's 14 apologize. | couldn't hear what you said, did
15 what year the aggregated number gets to over 15 you say that you are or are not writing new
16 100. | don't know if | have that here. | 16 business?
17 would have to calculate that out. 17 MS. JACOBS: We are writing new business.
18  ASSISTANT COMMISSIONER MORROW: Thankyou.| 18 ~ DEPUTY COMMISSIONER GRODIN: Thank you.
19 DEPUTY COMMISSIONER GRODIN: Anything 19 Seth Lamont from Continental Casualty
20 ese? 20 Insurance.
21 MR. JI: Yes. | know you are saying 21 MR. LAMONT: Good morning. My nameis
22 long-term careis this amount, so what | want 22 Seth Lamont. | currently serve as Assistant
Page 27 Page 29
1 toknow iswhat are you doing differently now | 1 Vice President of Government Relations for CNA.
2 andin the future typical of apprising that 2 | appear before you today regarding the
3 many years ago, so to ensure your success, you | 3 long-term care rate filing of Continental
4 know, to avoid thiskind of rateincrease in 4 Casuaty Company, which is a principal
5 thefuture for the current production and new 5 underwriting subsidiary of CNA Financial. We
6 production in the future? 6 aregrateful for this opportunity to explain
7 MS. JACOBS: Wéll, | mean, we--infact, | 7 our rate need in greater detail.
8 last year when we were here we had increases -- | 8 AsMIA isaware, long-term care represents
9 wewere here on our increase request formfor | 9 asubstantial portion of CNA's overall
10 one of the newest long-term care policies 10 business. Asof 2017, the LTC book accounted
11 priced under the rate stabilization standard. 11 for approximately 8 percent of CNA's total
12 Wedid that because we thought, you know, it's | 12 gross premium written and roughly 40 percent of
13 important if we see any deviation to act 13 the company's total reserving obligation. The
14 expeditioudy, because that reduces the 14 fact that LTC reserves comprise such a
15 opportunity to get further and further off and | 15 substantial portion of the company's total
16 potentially have numbers go further and further | 16 reservesis reflective of the long-tail nature
17 off. We also havereally pivoted, if youwill, |17 of thisbusinessand serve to highlight the
18 to coverage that we think -- and again, our 18 fact that rate increases are vital to meeting
19 market'sabit different than alot of other 19 future policyholder obligations.
20 company's market. We're a middle market 20  Whilethereasonsfor our rate need are
21 company, and long-term careis an expensive | 21 not necessarily unique, we respectfully request
22 product. Sowe have sold alot more on the 22 that the MIA and policyholders alike recognize
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Page 30
that these increases are vital to ensuring that

adequate reserves are available to CNA in order
to satisfy future claims.

Aswe have said on a number of occasions,
CNA is committed to meeting policyholder
obligations. Our primary focusin thisregard
is maintaining adequate reserving levelsin
order to meet future policyholder obligations.
We have a'so made significant investmentsin

our long-term care claim operation.

Despite the fact that CNA's long-term care
business is compromised solely of closed
blocks, we continue to actively manage the
business to ensure the claims are processed in
an appropriate and timely manner.

To reiterate, the company's goal with
respect to this rate request is to mitigate the
adverse impact of these blocks of business on
the enterprise. If anincrease of 15 percent
were to be approved, the lifetime |oss ratios
for the blocks subject to our most recent rate
filing would fall between 130 and 140 percent.
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Page 32

Maryland policyholders whom collectively pay
8.8 million in premium across these four
products. With an increase of 15 percent,
average yearly premiums for these products
would bein the range of 2,000 to 3,000
dollars.
It should also be noted that these
products were written during a time period
where many policiesissued by the industry as a
whole included such benefits as automatic
inflation riders, an unlimited benefit; and as
such, many of these policyholders subject to
CNA'srate filing also include these generous
benefits. In addition to being able to avail
themselves of benefits that might not be
available in the current marketplace, given
that these are guaranteed renewable policies,
our insureds will be able to renew their
policies without any additional health
screening at rates that are moderately greater
than what they are now paying. If a15 percent
increase were to be approved, our policyholders

O O ~NOOULHS, WNPE

Page 31
Asapart of the filing process, we have

reduced our original rate requests, which
ranged roughly from 30 percent to 50 percent
range for these products downward to 15 percent
for al four products. Given the lifetime loss
ratios well in excess of 100 percent, CNA,
rather than policyholders, will continue to
absorb the vast magjority of the financial
burden associated with these policies going
forward. AsMIA isaware, CNA has and will
continue to pay billions of dollarsin
long-term care claims on a nationwide basis.
Given the age of these blocks of business,
we colloquially refer to them as ol der
products. While we have six of these blocks,
we determined that we would limit our rate
reguest to four out of the six products,
including LTC1, Premier Classic, Preferred
Advantage, and Tax Qualified or TQ. We elected
not to include the other two given the high
attained age and relatively limited number of
policyholders. There are approximately 4,000
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would pay an additional few hundred dollars per
year on these policies. With respect to the
limited number of policyholders who elect not
to retain their coverage, the associated

reserves are expected to be largely devoted to
the funding of future claim obligations.

Benefit reduction options available to
policyholders to mitigate the impact of the
proposed rate increase include reducing the

maximum benefit period, reducing the daily
benefit, increasing the elimination period,
and/or dropping any other optional rider, such
asinflation.

Paid up benefits. In addition to the
aforementioned options, CNA also offers our
policyholders the opportunity to discontinue
paying premiums while retaining a lifetime
benefit amount equivalent to the nominal sum of
thelr lifetime premium paid to date. Known to
the experts in the room as the contingent
non-forfeiture option, thisis being offered to
all insureds, regardless of issue age or rate
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1 increase amount. 1 terminate, we have seen only one-third of those
2 As| appear before you today, CNA's rate 2 actually terminate their policies. Whilethis

3 needisnot only the factors unique to CNA, but 3 figureincludes terminations owing to deaths,

4 rather erroneous assumptions that weremadeat | 4 inour view, this figure demonstrates that,

5 the outset by the industry as awholein our 5 even inthe face of significant increases,

6 originally filed and approved rates. As most 6 policyholders continue to find substantial

7 are aware, both macro-oriented assumptions as 7 vauein retaining the benefits that are

8 weéll as more micro-oriented assumptions put 8 offered under our long-term care policies.

9 into place at the outset with respect to 9 As noted, long-term careis significant to
10 long-term care rates have proved erroneous. 10 CNA from an enterprise perspective with 40
11 Persistency remains akey driver of our 11 percent of our total reserves being devoted to
12 collectiverate need going forward. At the 12 these anticipated liabilities.

13 outset, as an industry, we projected that 13 The company remains committed to meeting
14 approximately three times as many policyholders| 14 policyholder obligations from both afinancial
15 would terminate their policiesthan did soin 15 and operational perspective. Policyholders are
16 redlity. 16 being offered a number of optionsto reduce
17 Long-term care insurance was originally 17 their benefits in order to mitigate the impact
18 priced as alapse-supported product, which 18 of the proposed premium increase.

19 meansthe original premiums could be lower for | 19 CNA's current experience is not unique,

20 theblock if some policyholders were assumed to | 20 but rather on par with that of our peersin

21 voluntary -- voluntarily lapse their policies 21 terms of the challenges resulting especially

22 at some point in the future without ever 22 from the originally filed and approved interest

Page 35 Page 37

1 claiming benefits. Inrough terms, some of the | 1 rateand lapse assumptions. Despite

2 originaly filed and approved rates acrossthe | 2 significant upward adjustmentsin premiumsin

3 country assumed greater than 10 percent lapse | 3 recent years, terminations are running at 34

4 rates, and experience has shown that lapse 4 percent of what was originally assumed, which

5 rateswould be lessthan 1 percent. Greater 5 againindicates that policyholders see

6 than expected persistency hasled to a 6 substantial valuein retaining their coverage.

7 dramatically increased -- hasled to 7  DEPUTY COMMISSIONER GRODIN: Thank you,
8 dramatically increased and anticipated claim | 8 Mr. Lamont. Questionsfrom the MIA?

9 costsassignificantly more policyholdershave | 9 ~ MR. SWITZER: Please. Thank you. In

10 chosento retain their policy -- significantly 10 looking at the 2017 form five and experience of

11 more policyholders have chosen to retain their | 11 along-term care block, of that cumulative

12 policiesthan was originaly anticipated. This |12 actual for the Maryland home business had a

13 persistency impact to ratesis driven not only |13 lossratio of 69 percent, 500 million, half a

14 by policyholder lapses, but also lower than 14 hillion income nationwide loss ratio of 75

15 expected mortality. Whilethisis positive 15 percent, Maryland six points lower, was any

16 from asocietal perspective, thisleadsto a 16 credibility assigned to the Maryland honing

17 greater rate need to support additional 17 experience for those 4,000 members beyond

18 expected future claims. 18 clearing out the rate increase on the claims

19 Terminations stand at 34 percent of what |19 side?

20 was originally assumed for our individual 20  MS.REPORTER: I'm sorry, beyond what?

21 long-term care business. Put moresimply, of |21 ~ MR. SWITZER: Wascredibility, any

22 these policyholders that we estimated would | 22 credibility, partial or otherwise given to the
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1 Maryland experience, not so much on the income 1 wereto target a 60 percent lifetimelossratio
2 side, where | can see the model and where you 2 for instance, as you know the rate increase
3 laid out the Maryland increases rather than the 3 would be substantially more. Running in the
4 nationwide increases, but on the claims side, 4 thousands of percentage poi nts.
5 thesix point loss ratio difference? 5 MR. JI: Right, right_
6 MR. LAMONT: My understanding, and | will 6 MR. LAMONT: So, no, | would not say that
7 verify with our actuarial team and get back to 7 what we've asked for would, quote, unquote,
8 you, but my understanding is that we primarily 8 stahilize these blocks. | mean, our goal here
9 would use nationwide experience. 9 isjust to minimally mitigate the, you know,
10 MR.SWITZER: Fully? 10 adversefinancial impact of these four blocks
11 MR. LAMONT: Yeah, that's my 11 toour enterprise_
12 understanding, but | will verify that for you. 12 MR. JI: But even we, you know, under 44
13 MR.SWITZER: Thank you. You answered my 13 percent rating or these four blocks or forms,
14 other one, thanks. 14 they arelifetime lossratio of above 100
15  ASSISTANT COMMISSIONER MORROW: Quick 15 percent. So you have a big range of the, you
16 question. Did I hear you correctly you said 16 know, options to ask for rate increase, so what
17 theonly lapse that you see are from death? 17 isthe best point, you know, you think the
18 MR.LAMONT: No, no. | said that the 18 point you can pursue? So ismy question clear?
19 terminations include lapses by reason of death. 19 MR. LAMONT: I'mnot surel fully
20  ASSISTANT COMMISSIONER MORROW: Andthe10| 20 understand.
21 percent lapse that was assumed originally when 21 MR. JI: | think so you can ask a 100
22 the policies were sold, was that industry 22 percent rate increase, 200 percent increase,
Page 39 Page 41
1 average? 1 thelifetimelossisstill, you know, pretty
2 MR.LAMONT: No, | would say it was around 2 high, still above 60 percent, so we would like
3 4 percent probably. My understanding is that 3 to know what is the best point for you?
4 they've been ashigh as 10 percent. That'swhy 4 MR. LAMONT: What isthe best rate --
5 that was included. 5 MR. JI: Rateincrease --
6  ASSISTANT COMMISSIONER MORROW: Soyou 6 MR. LAMONT: -- level for CNA to have for
7 made an assumption, 10 percent, in the industry 7 these blocks?
8 was more aong the lines of 4, 5 percent? 8 MR. JI: Yeah, yeah. | mean --
9  MR.LAMONT: I don't know that ours was, 9 MR. LAMONT: Again, it would be many
10 | mean, that's more of a general industry 10 multiples of what we've asked for, but we've
11 comment. 11 made a business decision not to impose that on
12 ASSISTANT COMMISSIONER MORROW: Okay. |12 our policyholderswith respect to these four
13 DEPUTY COMMISSIONER GRODIN: Anybody else?| 13 blocks.
14 Oh, Jeff? 14 MR. JI: It lookslike currently you don't
15  MR. JI: Oh, you originaly asked average 15 have agood idea how much you even ask for
16 around 44 percent rate increase for all of 16 after this 44 percent rate increase, how much
17 thoseforms. | would like to know if the 17 more you're going to pursue?
18 assumption is sustainable asto that, the total 18 MR. LAMONT: | would say wewon't -- | can
19 you arelooking for for these four forms? 19 say fairly confidently that we probably will
20 MR.LAMONT: We chose to substantialy 20 not pursue anything of greater magnitude for
21 reduce our ask, owing to the age and the 21 these blocks than what we're presently
22 distress nature of these blocks. | mean, if we 22 pursuing. And | say that because, you know,
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1 two of the -- two of the four that we decided 1 arenot immune to the chalengesinthe LTC
2 not to pursue rate increases for because of the 2 marketplace.
3 attained age and the distress nature of those 3 Our recent experience evaluations
4 blocks as these blocks become more and more 4 indicated that sizable rate increases are
5 stressed, | -- distressed, | would not 5 appropriate on our policies sold from 1998 to
6 anticipate that we would be asking for more 6 2013. However, after gathering input from our
7 rate than we're presently asking for. 7 financia representatives, we decided to take a
8  MR.J: Okay, thank you. 8 more measured approach. Latein 2016, we began
9  DEPUTY COMMISSIONER GRODIN: Thank you.| 9 filing our first LTC rate increase nationwide
10 Anything else? All right, thank you, 10 for amounts primarily ranging from 10 to 30

11 Mr. Lamont. 11 percent. With the rate increase annual limits
12 Next up we have Northwestern Long Term 12 in Maryland, we requested and received approval
13 Care Insurance Company with Mr. Gurlik. 13 for increases of 10 to 15 percent. 1n 2017, we
14 Welcome. 14 followed up with this rate increase request to
15  MR. GURLIK: Good morning, and thank you 15 keep the premium rate increase for Maryland
16 for holding today's hearing and inviting 16 policy ownersin aignment with the rest of the
17 Northwestern Long Term Care Insurance Company, 17 nation.
18 which | will refer to as NLTC, to participate. 18 As part of our rate increase filing, we

19 Also, thank you to the consumer who is here 19 are providing a paid-up Non-Forfeiture Option
20 today. We appreciate your comments and 20 toall affected policy owners, even though our
21 participation as well. 21 requested increaseis smaller than the

22 My nameis Greg Gurlik, and I'm an actuary 22 thresholds, which are required for most

Page 43 Page 45

1 with NLTC, and responsible for pricing our 1 policies. Under thisfeature, a policy owner

2 long-term care insurance products. 1'm going 2 choosing to not pay the increased premiums

3 to provide some background on our LTC product | 3 within 120 days of the premium increase

4 line, and our approach to the LTC business. 4 effective date will receive a paid-up benefit

5 Then I'll share some information on our 5 equal to the total amount of al premiums paid

6 consumer research and our communications plans | 6 since they first bought the policy.

7 associated with our rate increases. 7 As| indicated earlier, the 2016 filing

8 NLTC iswholly owned by its mutual parent 8 wasthefirst rate increase ever for

9 company, Northwestern Mutual. And NLTC 9 Northwestern onin force LTC policiesin our

10 embraces the mutual values of its parent by 10 now 20 yearsin the long-term care insurance

11 selling participating policies and focusing on 11 business. We heard loud and clear from

12 long-term policy owner value. Wetry to keep 12 consumers that communication and transparency
13 the cost of our long-term care policies low 13 are of utmost importance. As such, we held

14 through consistent underwriting, prudent 14 consumer focus groups as well as engaged in an
15 investments, and diligent expense management. | 15 ongoing dialogue with our financial

16 NLTC came relatively latetothe LTC 16 representatives, to help inform our processes

17 market, having sold itsfirst policiesin 1998. 17 and decision-making. We learned the importance
18 Especialy with our high anticipated 18 of explaining to policy owners why thisrate

19 persistency, based on the experience from 19 increase was needed, as well as the importance
20 Northwestern Mutual's life insurance products, | 20 of providing clients with awide variety of

21 weinitialy had much higher premiums than most | 21 optionsif they choose not to pay the full

22 of our competitors. Unfortunately, however, we |22 increase.
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1 Our approach to providing thisinformation 1 policy owner's anniversary, depending on the
2 topolicy ownersis three-pronged: 2 timing of state approval, generally providing
3 First, after our company's board of 3 more time than the minimum required note.
4 directors made the decision to request 4 These notifications provide specific
5 increased ratesin 2016, as we began the filing 5 information regarding the amount of the rate
6 processwe mailed lettersto all impacted in 6 increase and the range of available optionsto
7 forcelong-term care policy owners, 2,100 of 7 reduce benefitsin order to maintain the
8 whom were Maryland policy owners. Thisletter| 8 premium or reduce the amount of the increase.
9 wasin addition to the required policy owner 9 We have heard from consumers that having an
10 notification letter. Thisletter informed 10 optionisextremely important, so in addition
11 policy ownersthat we expect to implement a 11 tothe optionsin the letter, we provide
12 premium rate increase and described the 12 contact information for our dedicated service
13 challenging LTC environment. In thisletter, 13 team to discuss the other options available to
14 we also provided financial representative 14 policy owners specific circumstances.
15 contact information aswell asan 800 number | 15 While being faced with arate increaseis
16 for our home office dedicated service center. 16 certainly not ideal, we are striving to be
17 Second, due to our exclusive agency 17 transparent and to make the client's experience
18 structure, we have financial representatives 18 aspositive as possible, allowing consumersto
19 who often have developed deep life-long 19 make sound decisions for their particular
20 relationships with their clients, where they 20 circumstances.
21 develop afinancia plan taking into account 21 Thank you again for holding today's
22 the specific circumstances of their clients. 22 hearing, and for inviting us to participate.
Page 47 Page 49
1 Forinstance, over half of our long-term care 1 DEPUTY COMMISSIONER GRODIN: Thank you,
2 policy owners also own other Northwestern 2 Mr. Gurlik. Anybody have questions?
3 Mutual products as part of acomprehensive 3  MR.SWITZER: Thank you. | seethat these
4 financial plan. Assuch, our financia 4 filings, as you've mentioned affect 2100
5 representatives are in afairly unique position 5 Maryland members out of atotal in the state of
6 todiscussthe rate increase with their clients 6 about 3100, so about two-thirds. And, again,
7 andto provide options so that their clients 7 fromform 5inthe 2017 financial statements, |
8 can make well-informed decisions. Toward this 8 seetheMaryland loss ratio at 9.7 percent, the
9 end, we provide our financia representatives 9 nationwide lossratio at 16 percent. | had as
10 with lists of impacted clients so that they can 10 arule of thumb that these 2100 policies, the
11 proactively work with their clients to provide 11 duration they were sold in about 2002, about
12 client-specific options. 12 duration 16. So my questionis. With the
13 Third, as | mentioned, we have a dedicated 13 Maryland lossratio at 9.7 and the nationwide
14 home office service center where the sole focus 14 at 16 percent, isnot a present value, just a
15 of the servicerepsisto answer policy owner 15 straight cumulative, how far off isthat from
16 questions and to provide options related to 16 what you were hoping to get at this point in
17 thisrateincrease. 17 timeif you had any kind of sense of that,
18 Then, because we heard from consumers that 18 please?
19 itisimportant that they have enough time to 19  MR.GURLIK: From what we were hoping to
20 make more-informed decisions on how to proceed, | 20 get?
21 we decided to send the specific policy owner 21 MR.SWITZER: Yeah. Whenyouinitially
22 notifications 60 to 120 days prior to the 22 priced and had your long-tail business, when
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1 you looked at the initial loss ratio to be very 1 okay, but the data projections up 410
2 low, lossratio today, that ratio is 15 plus 2 something, to significantly --
3 very high, given that we're maybe hafway 3  MR.GURLIK: Right. Onacumulative
4 through thelife of atypica policy, our 4 basis, we are not very much worse than
5 general tables would expect, although it'sa 5 anticipated. We have seen significant upticks
6 lot of range, that if you're ha fway through 6 inclaimsin 2016 and 2017, which kind of bodes
7 your loss ratio cumulative maybe year round | 7 poorly for thefuture.
8 30ish or so, but we're seeing 10 and 16, 8  MR.SWITZER: That answers my questions.
9 wondering if you had acomment on that? 9 Thanks.
10 MR. GURLIK: No, and actually we're 10  DEPUTY COMMISSIONER GRODIN: Anyone else?
11 nowhere near halfway through the benefit side| 11 Adam.
12 of the equation. So right now if we look at 12 MR.ZIMMERMAN: Soitwould be safeto
13 thisblock of business, and you looked at the | 13 assume that the reason for the projected future
14 claimsthat we anticipate seeing over the 14 claimsisdueto | guessyou would call
15 lifetime of the block, we have not even seen 5 | 15 severity of claims, because | believe you had
16 percent of the present value of claims. So 16 indicated at the start of your testimony that
17 nationwide even, we do not fedl that our 17 your |apse assumption was lower to begin with
18 businessiscredible, and certainly not 18 than what other competitors have priced, is
19 credible at the state level. The nationwide 19 that the driving cost, just the length of time
20 experience, you quoted something, 16.9 or 20 that people are staying on claims?
21 something like that -- 21 MR.GURLIK: Actually it'safunction of a
22 MR. SWITZER: 16 percent. 22 number of different things, but no, even though
Page 51 Page 53
1  MR.GURLIK: Our experiencetodatehas | 1 weuserelatively low lapseratesin our
2 not been significantly worse on these blocks 2 origina pricing, they were still well in
3 than anticipated. 3 excess of what we now anticipate. Back when we
4 MR. SWITZER: Okay. 4 were pricing these products we had relatively
5 MR. GURLIK: Our primary concernisthat | 5 low price-- or we had high persistency. Our
6 the future expectation is much worsethan what | 6 policyholders stay around forever, basically on
7 weoriginaly anticipated. A lot of that is 7 thelifeside. We anticipated the same sort of
8 driven by changesin the claim cost anticipated | 8 thingintheLTC side. But LTC persistency
9 certainly, but also that there are going to be 9 ratesare even higher than lifeinsurancein
10 far more people till in those later durations 10 general. Much higher.
11 who we anticipate will have claims. Andweare|11 ~ MR.ZIMMERMAN: Thank you.
12 trying to get in early now, so that the class 12 DEPUTY COMMISSIONER GRODIN: Anyone else?
13 can be spread over alarger pool of policy 13 Thank you. Oh, I'm sorry, go ahead, Jeff.
14 owners. 14 MR. J: So how do you ensure your
15 MR. SWITZER: And | understand the 15 business practiceis effective typical for
16 nationwide to go up to 48,000 first -- 16 claim management, in the rate implementation,
17 MR. GURLIK: Right. 17 so any improvement in the future?
18 MR. SWITZER: Butyet | fully understand |18  MR.GURLIK: Inclaim administration?
19 that at the second half of what's going to 19  MR.J: Yesh, and administration on the
20 happen or projected to happen, trying to get 20 rateimplementation.
21 that first piece of empirically what has 21 MR.GURLIK: Yeah, | think practices have
22 actualy happened. | hear you say so far it's 22 changed dramatically over the lifetime of the
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1 business. Andin general, we'reacompany that | 1 inconsistency?
2 wedon't really manage thelossratios. We 2 MR. GURLIK: Yeah, | think that our
3 pricethe business on regular basisand in the 3 procedures were actually fairly robust for
4 past when we priced the business, every year we | 4 amost al situations. Unfortunately, with the
5 would take alook at assumptions, update them. | 5 state-specific benefit here, we do have changes
6 Weactually did pay dividends in past years, 6 inour process so that we can test awider
7 and that was around 2007 until around 2012, 7 selection of rates.
8 2013. And aswe've priced the business more 8 MR. J: Thank you.
9 recently, obviously we've seen our assumptions | 9 DEPUTY COMMISSIONER GRODIN: Adam,
10 deteriorate and that's driving the need for the 10 anything?
11 rateincrease. 11 ASSISTANT COMMISSIONER MORROW: |
12 On the claim administration side, | think 12 apologizeif | missedit. Did you address the
13 we've certainly taken alook at our processes 13 released reserves, what happened with those to
14 and our objectiveisto pay al legitimate 14 the extent --
15 claims. At the same time that means we have an | 15 MR. GURLIK: Released reserves? Well --
16 obligation to our other policy ownersto make |16 and herel know Lorettakind of coveredit in
17 surethat we aren't paying fraudulent claims. 17 general, but when we're repricing the business
18 We aren't paying claims of people who have not | 18 every year, those releases are part of what we
19 yet met the eligibility criteria of the 19 areevauating from a pricing perspective.
20 policies. 20 We're not managing the business by aloss
21 MR. JI: How about the rate implementation | 21 ratio. We're managing to get areturn on the
22 side? 22 business that helps grow surplus for the
Page 55 Page 57
1 MR. GURLIK: Therate implementation side, 1 company in the future and then we check to make
2 asyou know, we've had arecent challengein 2 surethat we're meeting minimum loss ratio
3 Maryland. That was a unique situation where 3 requirements. That'salittle different
4 Maryland had a state-specific version of a 4 approach than from other companies.
5 benefit for aperiod of time, which they 5  ASSISTANT COMMISSIONER MORROW: Thank you.
6 discontinued in 2008. So at that time we 6 DEPUTY COMMISSIONER GRODIN: Thank you
7 started issuing our nationwide version of that 7 very much.
8 benefit. And we did have alittle challenge 8  Andour last company isUnum. Anddol
9 implementing the last rate increase where we 9 havethisright, Mr. Lemoine?
10 eliminated the state-specific ratesin 10 MR.LEMOINE: Yes.
11 Maryland. So when we discovered that, wedid | 11 DEPUTY COMMISSIONER GRODIN: All right.
12 make adecision that impacted about 14 policy |12  MR.LEMOINE: Good morning, everyone. On
13 owners. We made adecision to honor the lower | 13 behalf of Unum, we would like to thank the
14 ratesthat were implemented than we 14 Maryland Insurance Administration, members of
15 anticipated. And we also looked ahead and 15 the staff here today, and others for holding
16 said, well, in the future, the rates would have 16 thishearing. And we want to thank each of you
17 actual |y been hi gher than what the 17 who are participating or listening in today.
18 state-specific benefit was. Sowe are honoring |18 My nameis John Lemoine and | am the
19 thelower of the nationwide in Maryland 19 Assistant Vice President and legal counse! for
20 specific rates on that benefit in the future. 20 Unum's Closed Block Operations business unit.
21 MR. JI: How about any improvement inthe |21  With metoday is Jeff Condit, who is also
22 future to avoid thiskind of, you know, 22 amember of that business unit and who isthe

Epi g Court Reporting Solutions - Washi ngton,

1- 800-292-4789

DC

www. deposi ti on. conf washi ngt on-dc. ht m




http://www.deposition.com



HEARI NG -

05/ 07/ 2018

Pages 58..61

Page 58

Page 60

1 Senior Vice President of Finance for Unum's 1 When Unum entered the long-term care

2 Closed Block Operations. 2 businessin the late 1980s, we determined our

3 The Closed Block Operations business unit 3 pricesusing the best data available at the

4 iscomprised of products that Unum no longer 4 time, applying assumptions and predictions

5 markets, including our long-term care business. 5 about how future experience would develop.

6 Unum exited the individual long-term care 6 Unfortunately, like many in the industry, our

7 market in 2009 and exited the group long-term 7 actual experiencein the years, and even

8 caremarketin 2012. The vast majority of our 8 decades, since weissued these LTC policies has

9 long-term care policies were issued between 9 turned out to be significantly different than

10 1989 and 2012. Unum hasjust under amillion |10 the actuarial assumptions that we used to set

11 long-term care insureds nationwide, including 11 origina prices. These differencesinclude:

12 approximately 3600 Maryland individual 12 The fact that individuals covered under

13 long-term care policyholders and approximately | 13 long-term care policies are living longer and

14 14,000 insureds who are covered under group 14 holding onto their coverage longer than

15 long-term care policiesissued to Maryland 15 anticipated, leading to more claims being made

16 employers. 16 than had been originaly projected; also, once

17 As context for today's hearing, this 17 individuals are on claim, they are staying on

18 pending increaseis focused on our older block 18 claim longer than expected; and at the same

19 of Maryland individual policies. Those that 19 time, investment earnings on the reserves we

20 weretypicaly sold from approximately 1991to |20 hold to pay claims continue to be significantly

21 2003. Under that block of policies, the total 21 lower than originally projected, given the

22 number of Maryland policyholders who would be| 22 sustained low interest rate environment. Asa
Page 59 Page 61

1 impacted by this requested increase would be 1 result of the combination of these factors, our

2 approximately 1600 insureds. And I'll provide 2 long-term care block has suffered significant

3 abit moreinformation about those 3 overal losses.

4 policyholdersin just amoment. 4 In 2006, when the financial reality of

5  Weat Unum take our commitment toour LTC| 5 Unum's long-term care business started to

6 policyholders very seriously. We have ateam 6 become more clear and credible, we filed our

7 of over 180 LTC professionalswho are dedicated | 7 first long-term care rate increase request to

8 to providing customer service and administering | 8 mitigate financial and enterprise risk. Our

9 benefits. Our top priority isto meet our 9 goal inthelong-term care rate increases we

10 obligationsto each of our customers, including | 10 are requesting on these individual policiesis

11 providing benefitsin their time of need. 11 not to generate profits, nor to recoup any of

12 During 2017 we paid over $371 millionin 12 the past losses we have experienced. Instead,

13 long-term care benefits nationwide and over 9 13 rateincrease requests on these policies have

14 million in long-term care benefitsto Maryland | 14 been aimed solely at moving these policiesto a

15 policyholders. Another priority of oursisto 15 point of self-sustainability on a go-forward

16 manage al of our insurance productsto ensure | 16 basis.

17 thefinancia stability of our operating 17 We want to ensure that our reserves plus

18 companies, both for the short-term horizonand | 18 premiums for this block of policies are

19 for long-term sustainability. Thisis 19 sufficient to pay al projected claims and

20 extremely important not only for our LTC 20 expenses. With that in mind, the rate

21 policyholders, but for all of our 21 increases we have requested nationwide on this

22 policyholders. 22 block of individual policy forms represents
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only above 24 percent of the amounts we could

ask for as actuarially justified.

Herein Maryland, because of the state's
15 percent per year increase cap, our current
request isfor a 15 percent increase each year

over fiveyearsfor policiesthat currently
include a5 percent compound unlimited benefit
inflation; and a 15 percent increase each year
for four yearsfor policies that currently

include a 5 percent simple unlimited inflation.
Asaresult, this pending rate increase request
would apply to just under 1600 of our Maryland
individual policyholders. With thisrate
increase request, we are also proposing a
"landing spot” option to help our policies
mitigate the impact of thisincrease. And |

will describe that "landing spot™ optionin

just amoment.

We will continue to monitor and evaluate
the experience of our LTC business, aswe are
charged to do under regulatory and actuarial
standards. If experience develops adversely to
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policyholders who were offered and who elected

alanding spot option in an earlier rate
increase.

Second, each of our Maryland policyholders
subject to this rate increase may entirely
avoid the proposed increase by electing to
reduce their annual inflation adjustment from 5
percent to 3.4 percent on ago-forward only
basis. In other words, a policyholder who
elects the landing spot with this rate
increase, would retain the 5 percent annual
benefit increases that have already been
applied to their coverage, with inflation
increases then applied on a go-forward basis at
the reduced annual rate of 3.4 percent.

Finally, our rate increase request
proposes that impacted Maryland policyholders
who do elect this landing spot, rather than
accepting the proposed premium increase, will
avoid not only the first proposed 15 percent
incremental increase, but will avoid each
additional 15 percent increment up to the full
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our current projection, we may need to return

to Maryland with rate increase requestsin the
future.

Even though we are seeking less than what
isactuariadly justified, we at Unum recognize
that long-term care rate increases may present
many of our customers with asignificant
challenge in maintaining their coverage. For
that reason, we have developed our version of a

rate increase "landing spot” for each of our
individual customers who will be faced with
thisrate increase.

Here is how our landing spot option works:
First, as mentioned earlier, this proposed
individual long-term care rate increase applies

only to our customers who have a policy
currently containing a5 percent uncapped
compound, or a5 percent uncapped simple
inflation feature. And related to that point,
this proposed increase would not apply to any
policies that do not include uncapped
inflation, or to policyholders -- or to
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amount requested in thisfiling. That is,
policyholders with 5 percent compound uncapped
inflation, who €elect this 3.4 percent landing
spot, will avoid atotal of 5 increases of 15
percent each, and policyholders with 5 percent
simple uncapped inflation will avoid atotal of
4 such increases.
Unum's landing spot has been approved in
49 statesto date. And we have seen a positive
response to this option by our customers.
Also in addition to this landing spot
option, whether related to arate increase or
not, Unum's customers also continue to have the
option to adjust other benefit features on a
go-forward basis to reduce the level of their
premium. These adjustments might include
reducing the benefit period, increasing the
elimination period, or adjusting daily benefit
levels.
Also, in connection with Unum's long-term
care premium increases, we provide each of our
impacted policyholders with the ability to
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1 select anon-forfeiture option, where the 1 reflects-- we got -- we've divided our block

2 policyholder may choose to no longer pay 2 of businessinto sort of three blocks based on

3 premiums going forward, but nevertheless 3 theissue era, the issue ages -- not ages, but

4 retains long-term care coveragein an amount | 4 theissue time periods of the blocks. And

5 equal to the total premiums paid by the 5 there are three blocks that we have sought rate

6 policyholder on that policy. 6 increases on, which you're familiar with.

7 We at Unum believe that no long-term care | 7 There's one block of group policiesthat are

8 policyholder should surrender his or her 8 our most recently issued business that we have

9 coverage astheresult of arateincrease, and 9 not sought rate increases on to date. But we

10 we believe these options offer reasonable 10 have the entire block of our long-term care

11 alternativesto our insureds at variouslevels |11 business, in 2014 we did a comprehensive review

12 of affordability. 12 of the business and put the entire block into

13 In closing, we acknowledge how difficult | 13 lossrecognition status. And we continued to

14 long-term care rate increases can be for our 14 assess our experience against our current

15 policyholders. And, we will continue to serve | 15 assumptionsthat we are using today to test

16 our customers as effectively as possible by 16 that experience and will continue to do that

17 offering reasonable alternatives to manage 17 over time to see whether additional action

18 affordability and by providing quality service |18 might be necessary. But to answer your

19 during the life of the policy, including most 19 question at this moment, there is a block

20 importantly at the time of claim. 20 regarding a group policy that we have not

21 Thank you again and we would be happy to | 21 sought rate increases on.

22 answer any questions you might have. 22 MR. SWITZER: That helps, thank you.
Page 67 Page 69

1 DEPUTY COMMISSIONER GRODIN: Thank you| 1 MR. CONDIT: And | think you also asked of

2 very much. Questionsfor Mr. Lemoine? 2 the 3600 policyholdersin this coverage cohort,

3 MR. SWITZER: Thank you. And | apologize 3 arethere any components of that that are

4 inadvanceif you've answered a question that | 4 achieving pricing --

5 wasn't herefor when | left theroom. Sol see 5 MR. SWITZER: Wéll, | meant --

6 that for which you filed 5 rate increasesin 6 MR. CONDIT: -- or achieving profitability

7 the past that have been approved, so since 2006 7 goasor are achieving our objectives.

8 rates have above doubled, and the request here 8 MR. SWITZER: Outside of the 3600 with

9 isfor five more so that the lifetime would be 9 19,000 total in the state, of the non 3600, are

10 increase factor of about 4.7, almost five times 10 any of those --

11 increase. So my questionis: Recognizing that 11 MR. CONDIT: Oh, okay, | misunderstood

12 these aren't the only Unum filings, we've 12 your question. | think you got the question

13 worked with you on others, so thisfiling 13 right.

14 affects 3600 Maryland members, we got -- in 14 DEPUTY COMMISSIONER GRODIN: Anything else

15 Maryland, Unum's got about 19,000 Maryland 15 fromthe MIA? Oh, I'm sorry, Jeff.

16 members and similar questions for you as other 16 MR. J: The-- | noticed your experience

17 companies, are there any subsets of Maryland 17 inMarylandisso far thereisalossratio

18 businessthat are achieving targets or isthe 18 that are much better than nationwide, also with

19 whole Maryland pool that you have not achieving 19 thesize of the policyholders. So | want to

20 targets, please? 20 know how much of the corporateis that found

21 MR. LEMOINE: The history of the rate 21 intothe--

22 increases we've filed that you mentioned 22 MS. REPORTER: I'm sorry, | didn't hear
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1 what you said. 1 expectations are holding or not. We don't
2 MR. JI: Consider -- best consider 2 simply react to one-quarter or another.
3 Maryland experience, corporate Maryland 3 MR.J: Thank you.
4 experienceinto the rate increase request? 4 DEPUTY COMMISSIONER GRODIN: Thank you.
5 MR.LEMOINE: Sol will attempt to answer | 5 Anything else?
6 that, but our chief pricing actuary who was 6 MR.ZIMMERMAN: No.
7 herewith usfor the last hearing was 7  DEPUTY COMMISSIONER GRODIN: Thank you
8 unavoidably unable to be here today, so he 8 very much. That concludes the first part of
9 might be able to answer that question directly 9 thishearing, which is the testimony from the
10 for you. | don't havethat informationand we |10 carriers. We're going to turn now to six
11 will certainly try to provide that to youwhen |11 individuals who have asked to spesk as
12 wereturn to the office. 12 interested parties.
13 MR. JI: Okay. 13 And!'ll begin with Mr. Burgan who is here
14 MR. CONDIT: | mean, to my knowledge, |14 withustoday. Mr. Burgan, do you mind coming
15 we're pricing generally nationwide experience |15 up to thetable? Welcome.
16 because of the credibility of that. 16 MR.BURGAN: Thank you. Good morning,
17 MR. JI: We notice -- yeah, normally we 17 everyone. My nameis Elwood Barry Burgan. |
18 seethat, but for thisfinding you havearound | 18 amadisabled vet. I'm on afixed income. And
19 3600 membersin force, it'sagood size. 19 my reason for being here today is because of
20 MR. CONDIT: Yeah, that doesn't 20 the constant increase that |'ve been receiving
21 necessarily mean we've hit a point wherethose | 21 with my long-term health care.
22 havereached claim levels. Just the number of |22 | called several yearsago to try to find
Page 71 Page 73
1 policyholdersisn't necessarily an indication 1 out why all of asudden | was receiving an
2 of credibility of the claim circumstanceswelll | 2 additional cost premium. My policy'swith CNA.
3 bedealing with. 3 And | received acover letter stating that in
4 MR. JI: Okay. Also, | noticed that your 4 accordance with Section 11-704 of the Maryland
5 current finding is based on 2014, so how often | 5 insurance code, this serves to notify that
6 do you update the assumption? 6 information about my proposed premium has been
7 MR. CONDIT: Soin 2014 wedid a 7 decided with you people. Well, | was just
8 comprehensive update of our experience and 8 appalled by it because | couldn't visualize
9 actually strengthened our gap basis reserve, 9 after having purchased the policy and I've had
10 and we've been using that assumption basisfor | 10 it now since | wasin my 50s, my wife and |
11 pursuing rate increase requests nationwide 11 lost our child along time ago, so thereby we
12 including Maryland. 12 have no one. And knowing that we have no one,
13 We at this time are going through a 13 we decided to take on and purchase along-term
14 comprehensive update again, now that four or | 14 health care policy.
15 fiveyearshave passed. Sowedon't havethe |15  Wefigured that for the best interest of
16 resultsof that at this most recent update on 16 both her and myself not having any other
17 our assumptionsto tell you where that'sgoing | 17 siblings of any sort that we would want to be
18 togo. But wedo update it ever threetofour |18 ableto be taken care of in the future, so that
19 years, basicaly. 19 wasthe whole purpose of purchasing this.
20 Asthis experience isvery, very long 20  Wealso bought this policy with the fact
21 term, very, very long-tail, it takes a number 21 of having theinflation clause put into it.
22 of yearsfor usto see whether or not our 22 And thereby, | was kind of astounded by the
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1 fact that for the past several years, |'ve been 1 increasesover the next 15 years.
2 gQetting this|etter telling me that my policy 2  MR.BURGAN: All right. Well, you're
3 will beincreased by 15 percent. Well, that's 3 dtill not answering my question. My question
4 when | got on the horn, emphatically this year 4 is: Uptotheage 75 --
5 and was able to make contact with Nancy. | 5 MR.ZIMMERMAN: Correct.
6 don't remember your last name. And she 6 MR. BURGAN: -- which | will be next year,
7 referred meto ayoung man by the name of 7 does this mean -- and, again, I'm disabled
8 Benjamin Deigo [phonetic]. Heinformed meof | 8 veteran on afixed income, does this mean that
9 this meeting today, because | asked him -- he 9 theinsurance company will be able to increase
10 said, well, these meetings take place 10 my policy after the age of 75, that'swhat I'm
11 periodicaly, and | asked when the next meeting | 11 asking?
12 wasgoing to be, because | wantedto beableto |12 ~ MR.ZIMMERMAN: Yes.
13 speak with you al to find out why you're 13 MR. BURGAN: Thisiswhat you're stating
14 alowing me or my policy to beincreased by the | 14 here. You're saying yes, they can?
15 insurance people. 15  MR.ZIMMERMAN: Yes.
16 Again, I'm not an attorney, and I'm not an 16 MR. BURGAN: Even though thisis written
17 insurance agent. But | am apolicyholder and| |17 by the Maryland State agency. | don't
18 amonafixedincome. | am-- | did receive a 18 understand. Something in here that I'm not
19 letter back from Benjamin and | would like to 19 reading correctly.
20 show you this and maybe you all can answer this| 20 DEPUTY COMMISSIONER GRODIN: After the
21 because thiswill -- thiswill apply to me 21 meeting isover, let ussit down individually
22 within the next year. Regulations-- and | 22 with you and we can talk through that. |s that
Page 75 Page 77
1 quote, "Regulations also require insurer or 1 acceptable?
2 insurance agent selling long-term care coverage 2 ASSISTANT COMMISSIONER MORROW: Yeah. |
3 to deliver to the prospective applicant an 3 would like to take alook at what exactly
4 outline of coverage that includes, among other 4 you're quoting and get back to you.
5 things, a statement of probable or expected 5 DEPUTY COMMISSIONER GRODIN: | think that
6 premium increasesup to age 75." And thisis 6 would be -- if you'd give us more of an
7 coming from the State of Maryland. So does 7 opportunity to speak individually with you.
8 thismean, and I'm asking as alayperson, that 8  MR.BURGAN: Well, how isit thenor is
9 oncel hit 75, CNA or the other insurance 9 there any way that you can deny these agencies
10 companieswill not increase my policy? Isthat 10 for increasing, you know, my policy? Again,
11 what thisis saying through your agency, 11 I'monafixed income and, again, it's my wife
12 through the State agencies? 12 and| andit'sonly usthat are here so to
13 MR. ZIMMERMAN: No, it does not mean that. | 13 speak. So | need help, | need help and that's
14 There'salaw or regulation in place that at 14 why I called and spoke with Nancy and that's
15 time of purchase -- 15 why she gave methis fellow Benjamin to act on
16 MR. BURGAN: Okay. 16 my behalf and try to get my policy.
17 MR. ZIMMERMAN: -- the consumer hastobe |17 ~ MR. SWITZER: | understand.
18 given aprojected, | guess, assumptions of the 18  MR.BURGAN: I can't, you know -- |
19 number of increases up to age 75. So if you 19 mean --
20 purchased apolicy at 60, the applicant at time 20  DEPUTY COMMISSIONER GRODIN: If we
21 of salehasto be disclosed of potential 21 could -- let'slet Todd answer the first
22 increases over the next 15 years, or expected 22 question and then we can move on to the next.
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1 MR. SWITZER: Wdll, first | just want to 1 right. And, again, | only have X amount of

2 relay that our -- when we look at the filings, 2 dollarsthat, you know, I'm receiving every

3 one of our responsibilities is to make sure 3 month, you know, being adisabled vet. It's

4 they're not excessive. And one of my first 4 hard.

5 statements was that even though carriersinthe | 5~ DEPUTY COMMISSIONER GRODIN: Mr. Burgan,

6 last six months have filed for 36, we approved | 6 wewant to thank you for coming in today. And

7 12. So we can deny, we can decrease, and we 7 if you wouldn't mind staying for the remainder

8 have. 8 of the meeting --

9 The second, when the long-term care 9  MR.BURGAN: Yes maam.

10 industry started, and | don't remember if the 10  DEPUTY COMMISSIONER GRODIN: -- and we

11 number isright, and you all can correct me, 11 will find you after the meeting and we will

12 but | believe we had 25 long-term care carriers | 12 talk to you individually.

13 inthe market, we're down to less than five. 13 MR.BURGAN: Thank you.

14 We had one long-term care carrier go bankrupt, | 14 DEPUTY COMMISSIONER GRODIN: Thank you

15 Penn Treaty, and all the other carriers picked | 15 very much for coming.

16 upthat loss. 16 MR. BURGAN: Thank you for your time.

17 We are not -- we are trying to find the 17  DEPUTY COMMISSIONER GRODIN: Ms. Orndorff,

18 right balance and we hear what you're saying, | 18 areyou onthe phone?

19 and we take you very seriously, aswell asthe |19 MS. ORNDORFF: Good morning, | was ableto

20 letters, that we're not asking the carriers -- 20 listeninthismorning. | didn't want to --

21 we'retrying to find the balance of not letting 21 how areyou guys?

22 it get back to break even or to aga| n, but 22 DEPUTY COMMISSIONER GRODIN: We'rejust
Page 79 Page 81

1 what istheright mix of companiesthat are 1 fine. We'resitting here and if you would like

2 actually losing money and what's happened in | 2 totestify today, now isyour time.

3 the past, no recouping of past losses, but 3 MS. ORNDORFF: Oh, | just want to thank

4 recognizing the burden it puts on consumersand| 4 Yyou very much for allowing me the chance to

5 recognizing the financial plight of the 5 testify today. | do have questionsfor the

6 carriers, and that balance is not easy. But 6 insurers, and that's just one question if

7 you've heard some of the long-term lifetime-- | 7 possible--

8 rather loss rate showed about 100 percent. And | 8 DEPUTY COMMISSIONER GRODIN: Wéell, what we

9 for every $1 premium, paying 110 or morefor | 9 will dois--

10 claims, trying to balance that in with the 10 MS. ORNDORFF: What'sthe chance -- is

11 redlities of afixed income and increases of 11 that possible to ask a question?

12 this magnitude is burdensome. 12 DEPUTY COMMISSIONER GRODIN: Well,

13 MR. BURGAN: Weéll, that'swhere | stand. |13 actualy today isaforum, isreally for you to

14 | mean, | can't afford this constant increase 14 testify on your own behalf --

15 continually year after year after year. 15 MS ORNDORFF: Gotit.

16 Especialy when | had it in my policy that -- 16  DEPUTY COMMISSIONER GRODIN: -- as opposed

17 and my wife and | both sat down with our agent | 17 to aquestion-answer, but | know that you

18 and we encountered the inflation period. We 18 submitted written comments. And as you know,

19 hadthat inthe policy. Soif that wasin the 19 our actuarial staff is very good about

20 policy, why isit that we are being hit withan |20 answering those comments. Have you submitted

21 additional 15 percent every year. You know, |21 that--

22 that'snot right. 1'm sorry, but it's not 22 MS.ORNDORFF: Yes.
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1 DEPUTY COMMISSIONER GRODIN: Okay. Soif | 1 not sustainable for many, you talk about
2 you submitted that question in your written 2 compound interest, compound premium increases
3 commentsit will be answered. 3 arethesame. Fifteen percent on top of 15
4 MS. ORNDORFF: No, | have not -- | did not 4 percent on top of 15 percent is not just smple
5 submit aquestion for today's hearing. 5 interest, it's a compound situation.
6 DEPUTY COMMISSIONER GRODIN: Inthat case | 6 So with that in mind, | don't want to take
7 -- 7 up the whole day today, but I'm grateful to
8 MS. ORNDORFF: | would like to testify 8 issue these observationsinto the record.
9 that to Mr. Elwood or Mr. Burgan who is there, 9 DEPUTY COMMISSIONER GRODIN: Thank you,
10 that your staff has been very kind to get back 10 Ms. Orndorff. Also let me remind you that you
11 tomeand answer the questions. Mr. Burgan, if 11 have until May 14th to submit additional
12 | might, I'm in the same situation as you, no 12 written comments if you have any other
13 children, no siblings. The increases were 13 questions that you've thought of. Okay?
14 quite ashock to measwell. | do want to make 14 MS. ORNDORFF: That's brilliant. Thank
15 astatement that, you know, although it's fine 15 you for that clarification. | appreciateit.
16 for the insurance companiesto say that their 16 DEPUTY COMMISSIONER GRODIN: Thank you.
17 investment policies are not -- their 17 Next we have Mr. Jolles, Mr. Brian Jolles from
18 investments are not making as much as they had 18 Jolles Insurance. Areyou ontheline, sir?
19 initialy forecast, the sameistrue for your 19 MR. JOLLES: Canyou hear me okay?
20 policyholders. We are in the same boat. We do 20 DEPUTY COMMISSIONER GRODIN: Yes, we can,
21 not have amagic fund that's making more money 21 thank you.
22 thanyou guysare. So that's something you 22 MR. JOLLES: Just an observation, | just
Page 83 Page 85
1 should consider. No oneis making money ina 1 wanted to suggest that I've had an obviously
2 low interest rate environment. Thisisjust 2 significant increase on behalf of my clients, |
3 theway interest rates go. It'sthe way the 3 have sold quite abit of long-term carein my
4 economy goes. Andit'sreally hard on your 4 career. | did tell and notify al of my
5 policyholders when you have this right to come 5 clients, to the client, every single one, that
6 and make increases, ask for increases for 6 it'saprobability and not a possibility that
7 premiums and on policies where many of usfelt 7 therewill be increases on these contracts. |
8 like the premium that we were quoted when we 8 wastelling them 20 years ago, even before we
9 bought the policy was going to be the premium 9 ever saw that it would happen. | think it's
10 for therest of our lives. And that was 10 completely ridiculous that any carrier would
11 exactly what was sold to us. 11 ever consider 10 percent on the lapse ratio. |
12 And my policy, I'm a Unum customer. | 12 don't think it takes an actuary to realize how
13 hold agroup policy. | know Unum had mentioned | 13 unfortunate that was for those kind of
14 today that they had not sought increases for 14 decisions.
15 the group poalicies, and | would probably 15 My final comment, | just wanted to say
16 follow-up with a question about that to the 16 that | heard the Unum actuary offer the 3.4
17 Insurance Administration to get a clarifying 17 percent option as away to resolve the --
18 statement on what group policies do they not 18 escape some of the future increases down from a
19 ask increasesfor. 19 5 percent compound. | just want to make an
20 But in general, | just want to make a 20 observation, | wish more of the companies, and
21 statement that, you know, policyholdersarein 21 | wish the Insurance Administration would focus
22 the samesituation. If multiple increases are 22 on that type of a solution versus, you know,
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1 some of the other options that we are seeing, 1 opinion to 5 percent, rather than the 15
2 which are not going to retain someone's 2 percent gap in Maryland per year. Therate
3 benefit, you know, over time. Those are my 3 increases also should have an overall gap from
4 only comments. And | thank you for your work 4 the beginning of the policy until the end so
5 today. 5 that the policyholders know that at some point
6 DEPUTY COMMISSIONER GRODIN: Thank you, | 6 intimetherewill be a cessation to the rate
7 Mr. Jolles. 7 increases, perhaps when they reach a doubling
8  Nextonthelist we have Mr. David Beers. 8 of the premium at the highest.
9 Mr. Beers, are you on the line? Mr. Beers, you 9 Under the rate increases that were
10 may be on mute. 10 discussed today, in lieu of the prior rate
11  Wewill go on to the next individual, 11 increases that have been given to these
12 whichisMr. Bob Maoney. Mr. Maloney, are you 12 carriersin the past is absolutely outrageous.
13 ontheline? All right. 13 Therate increases were based upon, you know,
14 Next is Mr. Mark Gage. Mr. Gage, are you 14 theideathat we give arate increase based
15 ontheline? 15 upon what's happened in other states and that
16  MR.GAGE: Yes, | am. 16 they have also allowed arateincreaseisa
17 DEPUTY COMMISSIONER GRODIN: Thank you. | 17 littleinfuriating to me as well.
18 MR. GAGE: Yes, my nameisMark Gage. | 18 Rate increases are maore prominent with
19 am with Northeast Brokerage. | have beenin 19 lifetime benefits, aso with compound inflation
20 theinsurance businessfor 32 years. 1've been 20 matters. Theseriders of how they impact the
21 inthelong-term care marketplace -- 21 available buckets of money were known when they
22 MS.REPORTER: Can you ask him to speak 22 were created. It'sjust not just to create a
Page 87 Page 89
1 up, please? 1 bait and switch environment. And the Maryland
2 MR. GAGE: -- [inaudibl€e] the entire time. 2 Insurance Department to advocate for their
3 I'veworked for Travelers, worked for CNN for | 3 interests, insurance companies are engaged in
4 15years. Andthen in brokerage for the last 4 multiple product lines and thereis not a
5 15 years representing multiple insurance 5 guaranty that the Maryland systems are required
6 companies. The actuarieswereresponsiblefor | 6 to keep every block profitable.
7 evaluating therisk in the very beginning. 7 If acarrier has made poor actuarial
8 They looked at persistency, they looked at 8 decisionsin their pricing, then they should
9 morbidity. They looked at investment 9 absorb the losses, not the policyholders. 1'd
10 performance back then for pricing. They also | 10 advocate for restricting the cap to 5 percent
11 looked very closely at theridersand thecause |11 with a maximum frozen and a maximum overall
12 and effect of the riders and the benefits for 12 rateincrease of doubling the premiums.
13 those contracts, including all aspects of 13 Now, what's particularly frustrating to me
14 inflation and the exposures that weretherefor | 14 is carriers have known for 20 years about
15 both the insureds, aswell asthe policyholders | 15 persistency. And yet they still continue to
16 and the carriers. Those exposuresin fact 16 create and design products with that
17 through their brochures showed how the impact | 17 persistency knowledge and now today they're
18 was going to be on the buckets of money for the| 18 coming to the table claiming that they weren't
19 insuredsin the later years. So they were 19 aware of the persistency adjustments. They're
20 aware of the claims exposuresthat wastiedto |20 claiming that they weren't aware of the impact

that.
Rate increases should be limited in my

with 5 percent compound and simple increase
riders. And those were the most obvious
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actuarial itemsto identify at thetime. And
now those mistakes are being passed on to
policyholders rather than being absorbed by
insurance companies. Thank you for your time.

DEPUTY COMMISSIONER GRODIN: Thank you
very much, Mr. Gage.

Let mejust go back and ask if Mr. Beer is
on theline or Mr. Maloney ison theline? All
right, then that's all of who | have signed up
to testify today.

| want to thank everybody for your time.
And those of you on the phone and here, please

remember again that written testimony will be
accepted until Monday, May 14th. Thank you
very much folks.

(Hearing concluded at 10:30 a.m.)
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