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OVERVIEW



» Policyholder can purc
amount a certain simple or compounde

» Policyholders can select a benefit duration typically 1-5 yea

» Policies may have an elimination period.

» Policies are guaranteed renewable (only cancelable at the option of the insured or by the insurer for
non-payment of premium).

» Over the past decade rate increase requests have become more frequent as insurers realize the
separation between projected claims and premium, as well as, the difference in projected assumptions
regarding lapse rates and interest rates.

BACKGROUND
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» All rate increases are subject to prior ag
Commissioner. (KRS 304.14-120, 806 KAR 14:007, & 806
17:081)

RATE INCREASES ARE PERMITTED



» 46 requests 25% or under.
» 20 requests were above 90% .
» The average approved increase was 24%*
» Increases approved range from 1% to 126%**
» 80 approvals 25% or under.
» 3 approvals were over 20%.

» 64 approvals were modified from original request.

RATE INCREASE REVIEW STATISTICS

*All percentages are based on weighted averages.
**126% is the actuarial value based on a multi-year phase in.



Kentucky Department of Incuramce
Division of Health Insurance Policy and Managzed Care
Health Care Financing Branch
*RATE FILING INFORMATION FORM (Limited Benefits)

* ( This form iz mot required with Health Benefit Plan Rate Filings in KRS 304 174)
71404
NAIC Company No.

I —_————— E-Mail Address

Phone No. (800 £ if avaiable)  EXT. Fax Number
LTC-020201, L-6000 2

Form No{s). No of Forms

TrEE

CHECKALL APPLICABLE: T e st ppiv et B e itngs » Insurer electronically files a rate increase
T R—— request fo the Department complete with

HauospitalMedical Sargical Short—Term Nursing Home

(] . .
g T T = various attfachments as required under 806

() Home Health (P Medicare Supplement Pre-Standardized Oiher

REQUIRED AL MEDICARE SUPPLENENT FILING ) KAR 17:081.

MABRKFT TYPE:- D Individual P Group i) KXY Retirement/Group Semiors

— S — » Cover Sheet provides basic filing information:

i) Attained A=e £) Issme Aze ([ Community

Oomer_____ » Product type;

RENEWAL CATEGORTES:
) OR-Optionally renewable CR- Condifionally renewable

3 CR Cuaraniced rencwable NC_ Noncancelable » Currently marketed;

T e On » Average rate increase;
Range in Rate Stractare (area, age slope, etc) Yes| | No [v'] Previous Rate Filing DOT # 001 - 128178538

Range of Rate Increase: 87.3%

. » Number of policyholders in Kentucky;
F +tims Awveraze Annual Preminm before Increase: '
- 3269 o 207 » Average premium changes; and

No. of National Policies:

cted Fiing Effective Dace: JPON Approval Original Flime Date: TR » Priorrate increase (if applicable).

[Previe mmm% A—u‘mwm:%

RATE REVIEW PROCESS



Actuarial Memorandum Supporting Rate Revisions for
Long-Term Care Insurance Base Policy Forms and Riders Associated with
L-5000-NQ and L-5000-TQ
LTC-020201-UTA-NQ and LTC-020201-UTA-TO

. SCOPE AND PURPOSE

The purpose of this memorandum is to provide actuarial information supporting a rate revision to the

Base Policy Forms and Riders of the following || NG (= Company)

Long-Term Care [LTC) product forms:

Product Mame Form Number
L-6000 L-6000-NQ and L-6000-TOQ
LTC-020201 LTC-020201-UTA-NQ and LTC-020201-UTA-TQ

L-6000 policies were originally sold under the name Loyal American Life Insurance Company (Loyal), while
LTC-020201 policies were originally sold under the name United Teacher Associates Insurance Company
(UTA). Virtually all of the Loyal policies have been novated into UTA, and the remaining Loyal policies are
100% ceded to UTA. All policies issued in Florida are 100% ceded to Great American Life Insurance
Company (GALIC) and therefore are excluded from this analysis. Effective December 31, 2016, UTA

(inactive NAIC No: 63479) merged into [

Some riders may not be available in all states. The issue date range that these forms were sold in this state
is shown in Appendix A

These forms are no longer being marketed in any state and the Company is no longer selling any new Long-
Term Care Insurance.

The Company is requesting a 87.3% rate increase at this time. While the Company intends to implement
the full requested rate increase at one time, we are open to discussions with the State regarding
alternative implementation options, such as an actuarially equivalent series of rate increases. This rate
filing s not intended to be used for other purposes.

The body of this actuarial memorandum was written to apply to each state where these products were
issued. Any reference to information that is specific to a particular state is included in Appendix A

. POLICYHOLDER OPTIONS TO MITIGATE IMPACT OF PREMIUM RATE INCREASE

Optional Policyholder Offers to Reduce Benefits

The Compamy will give policyholders Benefit Reduction Offers to help mitigate the impact to policyholders
of the premium rate increase on the Base Policy and Riders. The Benefit Reduction Offers will allow the
policyholder to:

RATE REVIEW PROCESS

Insurer required to provide detailed actuarial
memorandum supporting the rate increase
request.

Actuarial memorandum provides:
» Policy background and information;
» Policyholder options to mitigate rate increase request;

» Rate increase justification (provide previous assumptions
and deviations from anticipated experience that indicate
the lifetime loss ratios are higher than expected);

» Detailed actuarial assumptions related to morbidity,
mortality, voluntary lapses, interest rates, expenses,
policyholder behavior, future rate action; and

» Various detailed appendices and exhibits.



olectlo -]
Department of Insurance
Division of Insurance Product Regulation
Health Policy Forms & Rate Filing Branch
P.0. Box 517
Frankfort, Kentucky 40602
Phone (502) 564-6085
http:iinsurance ky.gov

October 11, 2018

» Rate filings subject to independent actuarial review.

11001 Laketons Bivd » Actuaries correspond directly with insurers.

Suite 120
Austin, TX 78717

RE: Letter Date: September 19, 2018 > FOCTorS ConSidered inC|Ude:
Form No: L-6000, et al.

Dt Z0ieoRTeTE R 201R0TIONE » Lifetime projections of earned premium and incurred claims;

‘Thank you for your submission. We have the following questions regarding this filing. Please > Projec 'I'ed ||fe'|'| me | 0SS ra T|OS;

provide all numerical exhibits in spreadsheet format.

S o o » Pricing assumptions and explanations including interest rates,
Note, please exclude polices with waived or limited-pay premium in all responses to all . 1.
inguiries and provide response exhibits in Excel format with working formulas. n IOI’bIdITy, an d |O pse FOTGS,

1. Please provide a listing of KY policies in excel format, including policy details (e.g. issue

year, issue age, maximum benefit period, elimination period, original daily benefit, > Compgrlson To new prOdUCT premlums' If OVO”Oble'

current daily benefit. inflation protection, current annual premium, proposed annual
premivem, cic) » Impact to various subsets of policyholders;

. Please provide an exhibit with the details of the rate increase requests made in .
other states including: » State by state comparison; and

The average annual premium and policy counts in each state.

. Rate increase history by state and cumulative increase to date.

¢. Current rate increase requested in each state.
W hat rate increase each state has granted, both current and cumulative.

. Please provide reason for disapprovals in any states that have disapproved
requested rate increase or required a less than requested increase.

RATE REVIEW PROCESS

» Prior period premium review and projection.




Palicy Forms: L-5000 and LTC-000201
Best Extimate Nationwide Experience Adjusted to Reflect Kentucky Rate Increase Mistory, Before and After Proposed Rate Increase

FHiiborical i of 1375078017

» Projections of loss ratio are one factor in
justification for rate increases.

» Minimum loss ratio for long term care
policies is 60%.

» Insurer in this instance with an 87.3% rate
increase loss ratio projects to get to
64.1%.

» In this particular case, the insurer agreed to
a flat 20% rate increase even though they
“firmly believe(s) that the requested rate
increase of 87.3% is actuarially justified.”

9.
8,313,701

» Insurers that do not get the full increas
requested often state they will requ
rate increases.

Mg EEEEERE S ERERRELE]

it (£t mraten Lenic Rartio Sermmiaries gt 12/ 51,/200 7 [Dhcousted @t 4.19%]
23 SE

wrdar Year propected weoorred daima reprsaet bl sslimate moorned zlame

RATE REVIEW PROCESS



Kentucky Department of Insurance
Division of Health Insurance Policy and Managed Care
Health Care Financing Branch
*RATE FILING INFORMATION FORM (Limited Benefits)
* {Thix form is not required with Health Benefit Plan Rate Filings in KRS 304.17A)

NAIC Company No.

]t Medicare Supplement -Standardized
{[J Short—Term Nursing Home
| Student

([ LTCPI (LTC Parmership Insurance) ) Vision

) Home Health O Medicare Supplement Pre-Standardized ([} Other

REQUIRED ANNUAL MEDICARE SUPPLEMENT FILING: {])

MARKET TYPE: 9 Individual (] Group ([]) KY Retirement/Group Seniors

AVAILABILITY: PREMIUM STRUCTURE:

{E) Closed Block ) Open Block ] Attained Age

() 1ssue Age () Community
1L Other
RENEWAL CATEGORIES:

(I CR- Conditionally renewable

1) OR-Optionally remewable
(] NC- Noncancelable

() GR- Guaranteed remewable

LING INFORMATION:

Previous Rate Filing DO1& O 130641218

62%-90%

Range in Rate Structure (area. age slope. eic.) \'cs_ No_:l_

Range of Rate Increase:

48,194

No. of National Polickes:
Original Filing Date:

L 2P it
Amount of Last Approved Increase:

IPMC-R36 {07200%)
Page | of 1
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>

Some rate filings require further consideration of specific
policies and the type of benefits included.

Normal breakdown considers:
» Benefitincrease option.
» Benefit duration.
Insurer requests a weighted average increase of 69%.

» Theincrease applies 90% to those policyholders with lifetime benefits, and
62% for limited benefits.

» Not attempting to achieve the 60% minimum loss ratio.

Provide policyholders with alternative options:

» Reductions in daily benefit amount;

» Reductionsin benefit period;

» Reductions in inflation levels;

» Elimination of inflation protection;

» Increasesin elimination period; and

» Elimination of policy riders.
Insurer also provided alternative options including
year rate action plan (Department would curren

approve a subsequent rate increase in two ye
more significant one time rate increase of 138% and 91%.

RATE REVIEW PROCESS — COMPLEX FILING



Exhibit la: PCE Policy Forma
Exparisncs

MaSarreice
Al BiFm With Kentuc by Approwvess fLste incresses”

» Nationwide experience projection with Kentucky
approved rate increases.

» Demonstrates significant issues nationwide for this
particular block of business sold from 1993 through 2003.

» Additional portion of filing breakdowns the projected
loss ratios by benefit period.

Past 5,238,996,260 5,820,615,007 111.1%
Future 835,388,096 2,857,392,250 342.0%

Lifetime 6,074,384,357 8,678,007,257 142.9%

des 2012 and later rate increases approved in Kentucky applied to all policies nationwide, but prior to the rate increase requested in this

-1
B
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3

J PRECETE 11 1

RATE REVIEW PROCESS- COMPLEX FILING



September 28, 2018

Letter Dute:  July 11, 201K
Form Number: 7000 et al

Date Recerved: July 11, 2018
DOI Filing No: 2018-007537-R

aun:

Thank you for your submission, At this time, the Department is willing to approve the
rate increases described in the table below. The larger increases would need to be phased
in over multiple years to ensure that rate increases do not exceed 30% in any given year
as required by 806 KAR 17:070,

If these increases are acceptable to the Company, please provide the revised rates and
corresponding filing documentation in SERFF.

2018-007537-R
encipeod | ves |
—

Lifctime

Please respond no later than October 2, 2018.

Sincerely,

Kevin Ruggeberg, ASA, MAAA
Associate Actuary

After significant review, additional requests and
conferences, the Department approved:

» 40% rate increase for the lifetime duration benefit blocks;
and

» 30% rate increase for the limited duration benefit blocks.

Require a multi-year phase in for increases over 30%.

Require alternative options for policyholders to mitigate
premium increase.

Review and approve correspondence provided to
policyholders.

State by state rate increase comparison chart also
included, reviewed, and considered to see where
Kentucky compares to other states.

RATE REVIEW PROCESS — COMPLEX FILING
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» Process takes months and ofte
file rate increase requests.

» Ensure impact of rate increases are mitigated through alternative
options, multi-year phase in, and rate guarantees.

» Focus on improving review process to become more timely and
efficient.

DEPARTMENT SUMMARY



.goVv/PPC/Documents/ConsComplaintWithinstr052019.pdf

https://filingaccess.serff.com/sfa/home/KY
» NAIC Long term Care Insurance hitps://naic-

» California State Rate Comparison and History Guide:

THANK YOU


http://insurance.ky.gov/PPC/Documents/ConsComplaintWithInstr052019.pdf
https://filingaccess.serff.com/sfa/home/KY
https://naic-cms.org/cmte_ex_ltci_tf.htm
http://www.insurance.ca.gov/01-consumers/105-type/95-guides/05-health/01-ltc/index.cfm

