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Introduction to Chronic lliness

® What qualifies someone as chronically ill?
* Inability to perform 2 or 3 our of 6 ADLs for 90+ Days

¢ Claimant needs “substantial assistance” with ADLs

“Substantial Assistance” is either Hands-On or Stand-By Assistance
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Introduction to Chronic lliness
® Risk of harm from severe cognitive impairment.
 Deterioration in mental capacity necessitating supervision.
* Memory loss, confusion, impaired judgment
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Why is this

Important?

Average annual cost of:

*Private room in assisted
living= $53,000

*Nursing home= $100,380
-and-

*$32-38 per hour for

Ii(_:gnsed home-health care

aide

—Genworth 2018 Cost of
Care Survey
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Policy holders should

receive the benefits they

are due
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With 7.3 Million policyholders nationwide, they live where
YOU live.
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Wave of LTCI Policies: It's Coming...
* Total Policies Outstanding:
7,319,162
3.8% .
Currently On Claim:

280,000
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Legacy Business for Many Insurers
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TABLE 6. of Sample by Year of Market Exit
Year of sample
Market Exit

1996 ~ Principal Financial Group

2001 — Nationwide

2002 ~ American Fidelity Assurance Company
- Standard Life & Accident Insurance Company

2003 ~ American Family Mutual Insurance Company
- Conseco

- RiverSource Life Insurance Company
~ Union Labor Life Insurance Company

2004 ~ Medico
- Teachers Protective Mutual Life
2005 ~ Humana Insurance/Kanawha
= (re-entry 2010)
2006 ~Aetna
— Southern Farm Bureau Life
2008 — Penn Treaty
2009 — UNUM Individual
2010 ~ Allianz
~ CUNA Mutual
- Equitable

~ Great America Financial
~ John Hancock (group market)

— Metlife
2011 — Guardian—Berkshire
2012 — Prudential, UNUM Group

SOURCE: Survey of execulives from 26 LTC carriers who exited the market or exited segment
of the market and analysis of NAIC Experience Exhibit Reports from 2000, 2009, 2010 and
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Third Party Claims Administrators

® Many insurance companies have moved their claims handling
to third parties.

Insurers often still put correspondence on their letterhead
and obscure the third party administrator’s involvement,
which can frustrate the process.

Some examples of TPAs:
o LifePlans

o LTCG (Ilumifin)

¢ CHCS (Prudential)
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Claims Process Overview
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Key Terminology
Facility
Definitions-
e.g. defined
generally or
My d ificall
Elimination shorlifely 1
Period = how Chronically Il -
many days until cannot perform ADLs
payment begins or Co_gni(ive
Impairment
\
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Key Terminology (cont.)
Benefit Period:
the maximum
amt. of time to
receive benefits
Policy Schedule: Coghnitive Impairment:
relates to impacts short and long
benefit daily rate term memory as well
as ability to make
decisions.
\
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QSome Policy Features To Know
> Inflation Protection
> Lifetime Maximum
. Cash Benefit Riders
Close Relative Exclusions
\
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LTC AND HIPAA Section 7702B

’7 Lic {ealthcare Practitioner —‘

N--

f Compound Inflation

’7 and much more..

HIPAA Section 7702B defines many LTC provisions for tax purposes, but they are

still fraught with ambiguity.
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“Interviews

with long-term
care insurance
company claims
experts showed
a great deal of
variation across
the industry in
terms of how
HIPAA triggers are
actually applied
and administered
in practice -
specifically the
way that insurance
companies define
and measure the
performance of
each ADL and
the existence

of cognitive
impairment.”
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Policy Ambiguity: “Substantial Assistance”

@How quency is for in ADL
50%
38%
31% 31%
25%

Frequency of
assistance required
by insured is NOT a

factor in determining

T
Insured must require

assistance 76% - 100%
of the time in order

to be considered

Insured must require .
assistance 51% - 100%
of the time in order
to be considered
dependent

Scan Foundation Spring 2011, No. 3
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Ambiguous Activities of Daily Living (“ADLs”)
Bathing Example
m Distribution of Companies by Use of Component Parts of Bathing ADL Definition

Components of Definition Included in Notincluded in
Definition of Definition
Independence

Washing oneself by sponge bath; or in ither | 100% o

atub or shower

The task of gettngtoor from the tub 2 7
showar o sink

Gatting intoor ot o the tub or shower | 100% o
Obtaining/disposing of water forsponge | 38% ax
Turming n/off wetaror controling water | 4% aex
sempersts

Washing the body I 100% 0%
Toweling dry all parts of the body | 7% 23%
Washing the back son aan
Washing the air son e
Washing thefest s e
Aditonsl ltems considered o -

<

Scan Foundation Spring 2011, No. 3
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LTCI
Policy
Example

Policy defines
LTC facility as
requiring
“nursing

home” license
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LTCl typically ERETEiigs
has expense
reimbursement
benefits, * Submit “loss”
meaning claim for
I reimbursement
the insured
will:
N J
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Guiding a Client Through Claims

Process:

ical Evaluation (if cognitive deficit and need for supervision
nefits)

’— Receipts and invoices for care costs —‘

T

\ _/

18

© Copyright 2018. No reproduction or
distribution without permission.



Swayze
System

19

s

Typical Denials

Benefit Eligibility
not show “cogni

not show need for assistance with
Activities of

needed)

Not medically necessary to receive
care in a nursing home or assisted
living facility
Facility does not meet policy
definition or is not properly licensed

No benefits for personal care by
family member

“ ”
Red Flags
A list of “factors” that, if the claimant has 2 or
more of them, the Insurer will conduct a deeper

dive on claim to try and deny claim.

‘Low Severity” medical conditions

*Subjective’ medical conditions
Being under the age of 65
Having a "cash claim” policy
Whether claimant s institutionalized
Whether the insurance agent has the

same last name as the claimant.

Does the claimant have multiple policies
with insurer?
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WAYS TO IMPROPERLY DENY AN LTC CLAIM

B I\

e
BEAS NOCOMMUNICATION
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IMPROPER

USE OF
SURVEILLANCH
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Insurer Schemes

Successive insurer nursing assessments (benefit eligibility assessments)
AFTER policyholder is found eligible that result in a denial.

Insurance forms for provider to fill out that include incomplete or
misleading questions

Delay, delay, delay.

Interpret contract against plain language

“Fraud, Waste. and Abuse” efforts (surveillance, etc)

26

Litigation Insights - TPAs

Master Services Agreements and Financial
DISINCENTIVES that impair good faith claims handling

Lack of Training/Resources/ Claims Knowledge

Back channels with Insurers and other TPAs — subpoena
everything and everyone
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Prudential California Market Conduct Examination

LONG TERM CARE
FAms e e e oraucoe
(Includes Written Premium for Disability Income) VIOLATIONS
CCR §2695.4(a) [CIC §790.03(h)(1)] 16
CIC §790.03(n)(3) 10
CIC §10235.95(b) [CIC §790.03(h)5)] I 9
CIC §10235.9(b) [CIC §790.03(h)(13)] 8

The June 2022 Market Conduct Exam indicates there were 34, 9 and 8 violations of the following

claims handling standards:

The Company failed to adopt and implement reasonable standards for the prompt investigation and
processing of claims arising under insurance policies.

The Company failed to effectuate prompt, fair, and equitable settlements of claims in which liability had
become reasonably clear.

The Company failed to provide promptly a reasonable explanation of the bases relied upon in the insurance
policy, in relation to the facts or applicable law, for the denial of a claim or for the offer of a compromise
settlement.

<
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Recap: Understanding the LTC Industry

* Most insurers have exited the market.

* Most insurers are 1osing money in droves.

* Ambiguous Policy terms abound.
* Point: Get the Policy and riders!

* Projected growth in retirees -- 27 million by 2050

* California Prudential Market Conduct Examination

Q&A

Kyle Shelton and Erin Ronstadt
Ronstadt Law
Email: kyle@ronstadtlaw.com

erin@ronstadtlaw.com
Phone: 480.395.8822
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