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CLAIMS MANAGEMENT CHALLENGES

Computer claims systems have evolved considerably over the last
30 years. Once primarily paper files filled with handwritten notes
and supplemented by electronic records limited to claim payment
and case reserve information, they have now become paperless
computer systems that record all information regarding the claim,
payments, and case reserves through the capture of external
documents such as images of medical reports. Unfortunately, the
design limitations of modern computer systems have introduced
obstacles to sound claim handling, due to several issues that were
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not present in the days before claims systems were computerized,
especially since the point that paper claim files gave way to
paperless systems. While computerization has greatly increased
efficiency and permitted an increase in the number of open

claims a claims handler can manage, it has come at the price of a
comprehensive understanding of the current facts and status of
the claim. This is because virtually all of the important information
on the nature and status of the claim is found only in the adjustor’s
claim notes, which are time-consuming to read both for the claims
handlers and their supervisors.
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Risk ID
Evaluation Da 9/30/2012

This Pain Case Claim For Doe, John - Demo Age 54 Has Been Reopen, For 1926 Days 275.14 Weeks, 5.28 Years

1. Claim 2. Case Res Elements 3. Case Res Summary 4. Action Plans 5. Docs 6. Pmts 7. Add Med Info 8. Claim Notes 9. WC Law 10. St Specific 11. Score Detail 12. Help
A. Carrier Om # | LCase /Agency | B.Inj/Juris /Res | Cnty C.Line/Type | Loss | OD | D.DateofInj | Dates | E.O/CStatus | ReopenDts F.Adjustors | Sup | Reviewers | G.FedWC | LSHWA | BL | BLFASAL
4528618888 state| KY | kv | kY |[@[E | WC | Lost Time 6/23/2007 | 2007 Reopen Close Dt Adjustor Current [ Smiith, J LSHAW OFedBL ORR OlonesA O FECA
H. Injured Employee Spouse Dependents Child Support Cimt Contact Prior Claims Subseq Claims L Employer Employment Emp Contact Termination Home Edu / Lang Location Criminal
Doe, John - Demo DOB | 9/1/1958 | DOD Gender | Male Cimt Height / | 5'10" 190 D ||| Employer | Acme Manafacturing Class Code | 5871 | HireDt | 1/15/2005 |p

N
Age at: 9/30/2012 (54 | AtIni[ 49 | AgeAdiIn Disable OYes SpouseName o9t | Overweight Occupation At Inj| Machine Operator v | Last Day Worked Post Inj | 6/23/2007
Rated Age as of 9/30/2012 | 57 | Yrs For Rated Rated Age ©No | Jane Occupation Current| Not Working v Term Date
Marital Status| Married 1 Minor Dep v|#Deps [ 3 | SpouseDOB | 3/1/1961 | Date of Death RTW Date Actual v
MS at Inj| Married 1 Minor Dep v | Child Support v JLISpouse Employed | . -\ oce [ English v| Edu| HS Graduate v [ O RTW /0OW Muitiple Times

N. Injury Information 1st Report Enter | Body Parts Enter | Co Morbidities Enter | Injury Involves Enter | Case Management | Rated Age | Claim Review Notes & User Fields
1st Report Information Co-Morbidities Additional Body Parts Injury Involves

Motor Vehicle ; Motor Vehicle, NOC ; Crushing ; Head, | Coronary artery disease; COPD Moderate; Arthritis; Epidural Steroid Injections; Gym

face, L Shoulder, Lowback, loss of lung volume Membership;
© Specific Injury (O Cumulative Trauma O OD Initial Tx in Network Out of Network Overall LE Impariment | Severe v
J. Losses and Status by Benefit Weekly Wage / C Permanent Di: Medical Imp Return to Work Ongoing Restrictions Last Pmt Dates
Category | Pain Case Indemnity Medical Expense (ALAE) Total OS Case Total

; Paid to Date $22,999 $88,323 $9,054 $120,376 | Incurred Loss

Indemnity Medical

Ind Ity Benefits Paid in Full Actively Treating Pain M t Carrier OS Case Res $0 $36,236 $1,544 $37.779 $158,155

ndemnity Bene aid in Fu v ively Treating Pain Managemen! v
ty v 9 9 LCase OS Case Res $120,376
St Specific Indemnity Expense (ALAE) LCase Reserve Basis v
¥ | | Open for Misc Exp =
Click to Calculate a Reserve | TTP | PPD | PTD Medical Expense E6 | E7

0. Drugs/Surg Drugs Ent Spine Inj Location Attendant Care Add Surgries Disputed Surgries Prior Oth Cims Drug Code LU Claim Review Notes

Current Drugs Rx Count | 0 | DEA Category Highest Level Pain Drug [J1 [J1I m v Lv ol asimd 1B ) ) R e WAL L
Unk Pain Med Rx(s) ] Morphine Opana Neurontin scs PT Tens Unit
| Oxycontin; Percocet; Flector; Lidoderm Patches; Chiro; OTC Pain Meds Oxycodone Fentanyl Gabapentin Pain Pump ES Injections [_] Compound Meds
Paraplegia Quadriplegia / Tetraplegia Neurogenic Bowel Neurogenic Bladder Decubitus Ulcers UTT's
Surgery 1. | Total Shoulder replacement in 2011 - not paid |v| © %?;Eg?;;;; Spine = n’j’i’\;‘jg Extent Unk D - Incomplete - Motor Function > grade 3 Present
Surgery 2. v h — Loé;’n“o“qf ‘association () A- Complete E - Sensory and Motor Function Normal
t This O Impairment () B- Incomplete Sensory Function Present Vent Dependent
’ Yes O No Yes OONo Surgery Count This Ciaim } e p ry pe

Rl i DDD-No Scale () ¢ - Incomplete - Motor Function < than Grade 3 Present

K. Litigation Legal Rep Surveillance Investi Witness D Att CAtt Fines Fraud Hearing(s) L. Liability Sharing / Offsets Apportionment 2nd Injury Subro Companion Cims

Represented | Represented Contact Permitted v | DtRpt Late Reported Apportionment Status | N/A ¥ | Apportionment Retained Share % Reimb

Prior Claims | One or More M 2nd Inj Flag [ N/A v | % Retained 9% Reimbursed

Controversion / | Shoulder replacement denied
Litigation Resu]{ P Subro Recovery | Action Considered v

M. Settlement | Ind | Med | MSA | Other Claims Settled

Indemnity | Effected and Paid Ind Only v | Paid Medical | Attempt Failed to Date v | Paid
SS Status | Accepted for SSDI ¥ | MSA Status | Not Submitted Yet v

June 2013



Milliman White Paper

LCASE CLAIMS SOFTWARE OFFERS NEW SOLUTIONS TO THE
LIMITATIONS OF EXISTING CLAIMS SYSTEMS
Three limits of computerization are addressed in LCase®:

The limited number of discrete data fields present in most systems

The tendency of current claims systems to use field names based
on the terminology of a single state or small group of states

The reduction of multi-line claim notes and descriptions of
documents to lists with limited characters describing the note
or document and the requirement that the user click on the
line to view the whole note or document, thereby limiting the
times a user actually clicks on and reads the notes

LCase is designed to overcome the historic limitations of prior
systems and give claim professionals the ability to view and review
key claim information as they make day-to-day decisions about the
course of the claim.

LCase accomplishes these goals by:

Using many discrete fields to describe each claim in a
comprehensive manner, reducing (but not eliminating) the need
for individual and summary narrative descriptions in claim notes

Using modern database field formats and text entry mechanisms
to encourage the entry of uniform data entries that will be
understandable upon review by the adjustor, supervisors, and
other claim reviewers

Eliminating lists with limited data that must be clicked on to
read the full entry in favor of scrolling portals that show the
entire note entry

Using a minimum of system windows, each of which utilizes
modern screen sizes and multiple tab areas

Case Reserve Element1  Case Reserve Element2  case Reserve Element 3

Case Reserve Element

Most claims systems in use today are designed around the
requirements of one or a limited number of state workers'
compensation systems. But the field structure of LCase is national in
scope. It uses terms that apply to basic U.S. workers’ compensation
concepts and avoids the use of unique state-specific terms unless
they are critical for understanding the status of a claim.

While applicable to any type of liability claim that pays benefits for
an extended period of time, LCase is most fully implemented for
workers’ compensation claims. It can also be used for other liability
claims, especially those that pay medical benefits for extended
periods of time.

LCASE IS NOT DESIGNED

TO REPLACE YOUR EXISTING SOFTWARE

The majority of all workers' compensation claims pay benefits for
a few weeks or months and do not need to have large amounts of
claims management information recorded. Existing systems that
pay such benefits efficiently and accomplish required reporting can
continue to be used, or if in need of improvements, replaced with
newer commercial systems. LCase is designed to be used as a
supplement to existing systems for the small number of claims that
stay open for extended periods of time but that ultimately account
for the majority of all dollar benefits paid for all claims with injuries
in the same year. LCase paid and outstanding reserve fields, data
fields such as addresses, and other key information can easily be
linked to tables in existing systems, thereby minimizing repetitive
data entry and updating.

CASE RESERVE CALCULATIONS

Case reserves for casualty liability claims are most often
calculated by hand and recorded in the claim notes, on a
spreadsheet, or in Word document form. Recalculations are
recorded on new notes, spreadsheets, or forms, leaving the
user or supervisor little ability to follow the detail supporting
the change. Complex case reserves can take a paragraph or
more to describe in a claim note and are often difficult to follow
because different adjustors use different formats and terms.

Case Reserve Element Case Reserve Case Reserve

Element Type & Status ™ yce for 7D / TPD Use For PPD Use For PTD

4 Use for Medical

5 Use for Expense Element 6 Element 7

Reviewer

v

Benefit Type Ind:TTD Ind:PPD v Ind:PTD

v Exp:L v

Element Status Open:In Pay Open:In Pay v Open:In Pay
LCase Outstanding Case Reserves

Nominal* OS Res No Med** Esc

Nominal* OS Res W Med Esc

PV OS Res No Med Esc

PV OS Res W Med Esc

$23,566
$23,566

$70,000
$70,000

$301,688
$301,688

Aww

$679.77 | Override w External Res

Current Wkly Ind Ben
$453.20

LCase Reserve

Set Up Notes ™

Med
Set Element Party to Claim
Selected Party

Party DOB / Gender / Age

Life Expectancy Per Base Table / Rated

v

M

v

M

v

M

Claimant
4/15/1965 = 47
31.4/314

Claimant
4/15/1965 = 47
31.4/314

Claimant
4/15/1965 | 47
31.4/314

Set Custom Esc For This Element Yes ) No Yes © No Yes ) No

Duration and Benefit Set Up
Duration Number / Mode
Periodic Benefit Value / Mode

ife of the claimant and aps

LIFE 0
Weekly

50.00%

element must specify a duration in weeks, years or the
350 o

$400 $369
100.00% 100.00%

To obtain a OS case reserve value each
52
$453
100.00%

v Weeks | ¥ v
Weekly v
50.00%

$20,857 [y

Weeks

Weekly

100.00%
$23,631 | [y

v v

Employer Share / Probability
Annual Benefit $19,241 L\IJ

Begin Date

Weeks Used / Remaining
End Date

350
9/15/2018

o 52 o 1635

12/29/2012

Open:In Pay

To calculate a reserve each element must have a party and that party must have a date of birth. A party is normally the dlaimant but can be a widos

4/15/1965

Yes

$5,000
100.00%

Element Totals
Incurred
Loss

Open:In Pay

0S Case
$562,049
$679,548

ast
Montns

$15,297

$648,008
$312,144
$497,256
$765,601

$156,795
$274,294

$10,000
$10,000

v Tabular

her dependent.
Claimant
4/15/1965 | 47
31.4/314

Claimant
47
31.4/314

| calculate

 No Yes © No Yes © No
odic benefit amount paid weekly, yearly or as a lump sum (bi-monthi
LIFE 20
Yearly | v $500
100.00% 100.00%

$5,000 | [Ty

ly payments are aiso a choice)
Next Yr

Total Proj
Pmts All

Elements

v Years v v

Yearly |v v v

100.00%

$500 | [y

100.00% | 100.00%

LIy

100.00% | 100.00%

Ly

$49,180

1635 o 1043

12/26/2031

o
12/31/2011

o o o

12/31/2011
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LCase addresses these issues by providing a structured case
reserve environment in which multiple case reserve elements are
provided to build up a case reserve in detail based on the specific
benefits being reserved. While most industry systems provide fields
to describe basic wage loss indemnity, medical and expense case
reserves claims may have subsets of wage loss, which are different
types of medical and different types of expenses that can be
described individually in LCase case reserve elements.

LCASE CASE RESERVE ELEMENTS

The set-up of each element and the resulting case reserve are
retained in the LCase database and can be referenced at any
time when the claim is brought up for review.

Unlike traditional case reserving environments in which a claim
handler may invest considerable time in describing a case reserve
calculation and therefore be unwilling to consider alternatives, the
LCase environment encourages the use of alternative calculations
that can be generated with a few mouse clicks for any case
reserve element, thereby ensuring that substantial thought
underlies each case reserve.

The LCase system can be set up to enforce case reserve authority
limits and/or expedite case reserve supervision. The ability to
project information on a screen or have multiple claim handlers
view the same claim on their monitors during a conference call
permits group discussions of individual case reserves, with the
ability to implement the agreed-upon final reserve instantaneously.

LIFE ANNUITY CASE RESERVES

LCase can be set to Traditional mode, in which case reserves
are calculated using traditional calculation methods, or to

Life Annuity Mode, in which all case reserves are calculated
using life annuities. The use of life annuities permits the user

to produce the cash flow for a group of claims and calculate
benefit escalations and present values using actuarially correct
methods. While certain life claim payout calculations have

been enabled in traditional mode, the number of pre-calculated
escalation rates and discount rates is limited. Some calculations
involving reinsurance layers and benefit escalation rates or
interest discounts cannot be done in traditional mode. In the Life
Annuity Mode all possible combinations of benefit escalation
rates and present value discount rates can be calculated for
both gross reserves and for reinsurance layers.

CLAIMS MANAGEMENT

Industry efforts to expand casualty claims systems to contain
additional detail have almost universally resulted in an
expanding collection of small software windows containing a
limited number of fields that pertain to a single subject and

are accessible from lists or buttons. Many are process-driven,
e.g., designed to accomplish a particular task such as issuing a
check or changing a reserve, and the user must navigate to one
or more windows to complete the task. If the window is entirely
informational, few users will take the time and effort to navigate
to it, and will instead rely on the claim notes to keep track of the
status and information.

LCase addresses this issue by employing as few computer screens
as possible, instead relying on nested tab panes to present the
information to the user. Each set of tab panes defaults to a tab

that presents key summary fields as part of an overall field that is
displayed on one computer screen and permits the user to view the
overall status of all key elements of the claim. Users are presented
with a comprehensive summary of the claim facts and status

each time they access the claim in the system and do not need to
navigate except to click on tabs that present more information than
the summary tab on a particular subject. The user is never more than
one mouse click away from the main tab and never has to navigate
more than two tabs deep. Because the rest of the computer screen
remains visible when navigating among sub-tabs, the user can
always see the overall informational context of the claim, regardless
of the level of tabs being navigated.

SYSTEM ACCESS / OPERATION
LCase can be operated in a number of ways, depending on the

user’s IT setup and access needs, as follows:

= A standalone application on a local work station in single-
user mode

= A served application on a local network with many users

= A served application running on a Milliman server via
remote access

= An Internet application running on a Milliman server
= A runtime application on a local workstation in single-user mode
The life annuity mode case reserve features can only be run if a

Milliman server is being accessed or if the LCase Oracle case
reserving software is running on an accessible server.

Bob Briscoe is a principal and senior consultant with Milliman's New York

office. Contact him at bob.briscoe@milliman.com.
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L Employer | Employment | Emp Contact | Termination = Home | Edu/Llang | Location | Criminal
Home / Ownership / Living Arrangements

[] Lives w Parents | Qwns a two story house N
[Junk [ Lives W Children
(X] own [ Institution
[JRent []Review v

I.EmPMG'|Elmlwment|EmpOontact|TmnlnaﬂoanomelEdulhng|uaﬂon]Cﬂmhﬂ
Employer | Acme Manufacturing ] CIasCode| 3145 | HireDt | 8/1/2002 | |f3]
Occupation At Inj| Production Worker Last Day Worked Post Inj | 2/15/2012
Occupation Current| Not Working Term Date | 8/17/2012
RTW Date Actual | | v"|
Lang | English | v | Edu| HS Graduate [+ ] O RTw /00W Muttple Times

L Employer emm[mpma\rmlm|m[nu/um|mleum
Employer Namel Acme Manufacturing l FEIN # | 999 99 9999 l*
Add 1| 200 Front Street Phone Main | 999 999 9999 | class | 3145 | s1c{ 3451 |
Add 2 Phone Fax | 888 888 8888 Nature | Screw Manfacturing A
City| East Palmer Phane Mablle | 777 777 7777 wn;’:
st| NY | Zip | 16534-3021 | E-Mall | cj@acme.com ) | 7|
L Employer | Employment |
O Unk ) Full Time
) Hourly ) Part Time
() HourlyU () Seasonal
) Salaried ) Volunteer
) Oth

I.Enm|Emplwmt|Empcontad|Tmlnaﬂon]m|Edull.ano\l.oaﬂon[Crlnﬂul

Education | HS Graduate ]

Language | English ’
Hobbles| Woodworking, Hunting |

L Employer = Employment | Emp Contact | Termination = Home | Edu/lang | Location | Cdmlnal":‘

(_:riminal Status »
| Prior Convictions Traffic Violations ] Criminal Narrative

.vLEmpm[Enmlwmt[En\pconha[Tmlmﬂon[m[Edulw[Loaﬂon'(:ﬂull;.l.

Timeof Inj | 10:22AM | shi[1 | Grouping code [ 3 )

Injury Location Plant 1
Work Loc Leve! 1| Packing Line
Work Loc Level 2 | Station 3

The materials in this document represent the opinion of the authors and are not
representative of the views of Milliman, Inc. Milliman does not certify the information,
nor does it guarantee the accuracy and completeness of such information. Use of
such information is voluntary and should not be relied upon unless an independent
review of its accuracy and completeness has been performed. Materials may not be
reproduced without the express consent of Milliman.
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