==\
LEE fﬂxgency

Insurance Professionals

Executive Summary of the 2017 AON Report and 2016 CNA Claim Reports
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e The frequency and severity of claims for Senior Living Communities are the primary factors that
affect insurance costs. Claims typically make up 60-70 percent of an insurance company’s costs,
with their overhead and expenses making up the other 30-40 percent.

e The average loss rate for a Long-Term Care provider in the U.S. is $2,300 per bed, meaning that
if you broke the average claims an organization has down by the number of beds, each bed
would average $2,300 in claims each year. The trend is a six percent increase, with the projected
2018 loss rate being $2,450.

e Assuming a 30 percent expense ratio, the premium an insurance company would have to collect
on each bed to break even would be $3,285 on average.

e Average claim frequency is 1.03 claims each year per 100 beds, with the trend being a two
percent increase, and the projection for 2018 being 1.05.

LTC Estimates and Annual Trends for Losses Limited to $1 Million per Occurrence

Overall claim frequency™ 1.05 2.00%
Indemnity claim frequency*® 0.77 2.00%
Severity $232,000 4.00%
Loss rate** $2,450 6.00%

*number af claims per 100 occupied beds
*tjighility cost per occupied bed

Loss Rate per Occupied Bed Limited to $1M Occurrence
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e The average settlement of a liability claim in 2017 is projected to be $223,000, based on the
AON study, and was $211,709 in 2015 based on the CNA study.

Claim Severity Limited to $1M per Occurrence

$250 -
$223

$214

$195 $202

$200 - $180 $181 $179 $179

$165 3172 5164

$150

(Thousands)

$100

350

$0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Occurrence Year

e The average overall total claims closed for Assisted Living from 2011-2015 was $221,496,
whereas Skilled Nursing claims closed for $212,766.

n Average Total Paid for Closed Claims over Time by Bed Type, 2011-2015
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e Skilled Nursing beds made up 45 percent of the beds insured by CNA and over 80 percent of the
number of closed claims, while Assisted Living made up 30 percent of the beds and only 16
percent of the number of claims.

E Frequency of Closed Claims over Time by Bed Type, 2011-2015
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e Resident falls make up most claims for both AON and CNA, and Elopements are the most
expensive claims, albeit extremely rare.

The most common identified claim description is Fall with Injury, which accounts for 49% of claims
with descriptions, and the top four identified claim descriptions accounted for 88% of all identified
claim descriptions.

Injury Type Closed Claim Counts

Treatment/Procedure—Adverse Outcome All Other
458 772

AAN (Assault/Abuse/Neglect) ‘\
418 —

Pressure Ulcer/wound
1,509 -3

Unspecified/Unknown

Fall with injury 8173

3,073

The average size of a closed claim varies by claim type. Pressure Ulcer/ Wound claims have the highest
average claim cost. Within the All Other category, only Elopement had a higher per claim cost, at
about $262,000, but the incidence of Elopement was extremely low with only 34 claims out of the
total 6,230 claims with coded claim descriptions.

Closed Claim Average Claim Size
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Frequency of Closed Claims by Allegation

Resident fall 12.7%

Pressure ulcers 18.6%

Improper care [excduding falls) 147%
Fallure to monitor (exduding falls) 61%
Resident abuse 4.3%

Dielzy In seeking medical treatment 31.2%
Medication emor 1.9%

Failure to follow physician order 1.8%
Elopament 1.8%

Unsafe envircnment [exduding falls) 1.5%
Fallure to Inform physiclan 1.3%

Wiolation of resident rights 0.8%

Fallure to move resident to higher level of care 0.7%
Fallure to treat 0.3%

migroper placement for financial gain 01%
Fallure to diagnose 01%

Lack of Informed consent 0%

Total 100.0%

H Average Total Paid for Closed Claims by Allagation

Elopement 5325541

Faillure to follow physican arder $373,325
Delay In seeking medical traatment 245 TE3
Pressure ulcers $232,378

Failure ta inform physician £231,31

Improper care [exduding falls) $228,531
Fallure to treat $226,564

Residant abuse $226,393

Fallure to monitor (exduding falls) £22141
Resident fall 5184589

Faillure to move resident to higher level of care 5181879
‘izlation of resident rights 81779
Medication emor F18E, 315

Unsafe environment [exduding falls) $185,172
mproper placement for financial gain 5164 675
Fallure to diagnose $126,751

Lack of Informed consant $56,053

Crerall awerage total paid 211,709
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m Average Total Paid for Closed Claims by Injury

Coma $264,499

Loz of Imbyamputation $261,693
Diaath $253,304

Sexual asszult $245,785

Back Injury 4235 752

Ematlonal distress $218,358

Head Injury S19T.B14

Pressure ulcer S187 496

Loss of organforgan function 5187050
nfection 180,519

Burn $174,549

MWuscle and ligaments $166,906
Fracture(s) $159.918

Skin tear $149 823

Pain and suffering $137 839

Carebral vasoular accident (CWA) S09.431
Dehydration/lack of nutrition {103,871
Laceration $ET.573
Contuslon/orulse/swellingfedama 448 B5T
Teath/dentures 525,511

Sprain $20,000

Owverzll average total paid £211,709

For more information, please refer to the full reports: 2017 AON Report and 2016 CNA Report



http://www.aon.com/risk-services/thought-leadership/report-2017-long-term-care.jsp
https://www.cna.com/web/wcm/myconnect/a669c765-f601-4823-b0bc-a53a021a9210/Aging-Services-2016-Claim-Report.pdf?MOD=AJPERES

