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I.

SUMMARY

A targeted market conduct examination of Land of Lincoln Mutual Health Insurance Company
was performed to determine compliance with Illinois statutes, the Illinois Administrative Code and
the Affordable Care Act (“ACA”). This examination was called by the Illinois Department of
Insurance ("Department" or "DOI") to specifically assess conditions and practices at the company
in conjunction with the rehabilitation and liquidation.
This examination report includes a review of Operations and Management; Complaint Handling;
and Claims of Land of Lincoln Mutual Health Insurance Company.
The following represents general findings, however specific details are found in each section of
the report.
TABLE OF TOTAL VIOLATIONS
Issue#

Statute/Rule

1

50 Ill. Adm. Code
926.40(a)

2

50 Ill. Adm. Code
926.40(b)

3

215 ILCS 5/143d(b)

4

215 ILCS 5/132(2)

5

215 ILCS 5/357.9

6

50 Ill. Adm. Code
919.30(c) and
215 ILCS 5/132(2)

7

215 ILCS 5/154.6(h)

Description of Violation
DOI Complaints:
Company failed to
respond in a timely
manner to DOI
Complaints.
DOI Complaints:
Company failed to
provide complete file
documentation for DOI
Complaints.
Consumer Complaints:
Company failed to
respond in a timely
manner to Consumer
(Non-DOI) Complaints.
Consumer Complaints:
Company failed to
provide complete file
documentation for
Consumer (Non-DOI)
Complaints.
Paid Claims: Company
failed to pay claims
within 30 days of the file
being complete.
Paid Claims: Company
failed to provide complete
paid claim file documents.
Closed Without Payment
Claims: Company refused
to pay claims without
conducting a reasonable
investigation based on all
available information.
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Population

Files
Reviewed

# of
Violations

Error %

84

84

17

20%

84

84

42

50%

116

116

94

81%

116

116

116

100%

184

94

32

34%

184

94

27

29%

184

94

24

26%

TABLE OF TOTAL VIOLATIONS
Issue#

II.

Statute/Rule

8

50 Ill. Adm. Code
919.50

9

50 Ill. Adm. Code
919.70(a)(2)

10

215 ILCS 5/357.7

Description of Violation
Closed Without Payment
Claims: Company failed
to deny the claim within a
reasonable time of the
files being completed.
Closed Without Payment
Claims: Company failed
to send a delay notice
within 45 days.
Closed Without Payment
Claims: Company failed
to acknowledge the claim
and furnish forms within
15 days.

Population

Files
Reviewed

# of
Violations

Error %

184

94

22

23%

184

94

7

7%

184

94

3

3%

BACKGROUND

The Metropolitan Chicago Healthcare Council (“MCHC”), a membership organization of more
than 170 healthcare organizations in the Chicago area, assisted in creating a health insurance COOP. The intent was to increase competition among insurance companies, resulting in lower
premiums for consumers. With input from leading insurance experts, MCHC submitted an
application in November, 2011, to launch the first and only health insurance CO-OP in Illinois.
On April 29, 2013, Land of Lincoln Mutual Health Insurance Company, (the “Company” or
“LLH”), obtained its mutual insurance license from the State of Illinois. On July 14, 2016, thenActing Director of the Illinois Department of Insurance Anne Melissa Dowling sought and
obtained an order of rehabilitation for LLH.
LLH’s 2015 NAIC Annual Statement (Page 40 Illinois) reflects the following information:

Year
2015

Total Written Premium in Illinois
(Per Schedule T of the
Financial Annual Statement)
$153,342,153

Illinois
Market Share
.29%

Valence Health (Valence) is a third-party administrator (“TPA”) responsible for administering
claims for LLH. As shown in the report, several of the issues discovered during the examination
were related to their services for and interactions with LLH.
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III.

METHODOLOGY

The market conduct examination places emphasis on a Company's systems and procedures used
in dealing with insureds and claimants. The period under review was generally January 1, 2015,
through June 30, 2016. The examination included reviews of the following categories:
A. Operations and Management
B. Complaint Handling
C. Claims
The review of these categories was accomplished through interviews with Company personnel and
examination of the Company’s policies and procedures, third-party information, complaint
correspondence and claims files. Each of these categories was examined for compliance with
Illinois Department of Insurance rules and regulations, and applicable state laws.
Issues were identified and provided to the Illinois Department of Insurance and the Office of the
Special Deputy Receiver. All issues identified as being valid were incorporated in this report.
The following methods were used to obtain the required samples and to assure a statistically
accurate and methodical selection. The samples were developed from Company-generated data.
The sample size was based on the most recent NAIC’s Market Regulation Handbook. Random
samples were generated using Audit Command Language (“ACL”) software. The selected samples
were provided to the Company for retrieval.
Operations and Management
The review of the Company’s operations and management is designed to determine how the
Company operates. Examiners reviewed both publicly available documents, such as annual
statements, as well as internal documents such as Company policies and procedures, internal audit
reports, and third-party administrator (“TPA”) contracts.
Complaint Handling
Department of Insurance (“DOI”) complaints and direct consumer (“Non-DOI”) complaints for
the period January 1, 2015 to June 30, 2016, were reviewed for compliance with applicable state
laws and Company guidelines.
DOI Complaints – The population request for this category consisted of complaints received by
the Department during the examination period. The Company’s complaint log was reconciled with
the individual file information and the DOI records to determine the completeness and accuracy
of the data recorded. Each complaint file, along with the underlying claim or underwriting file,
was reviewed for compliance with regulatory requirements.
Non-DOI Complaints – The population request for this category consisted of complaints received
directly by the Company from consumers during the examination period. The Company’s
complaint log was reconciled with the individual file information to determine the completeness
and accuracy of the data recorded. Each complaint file, along with the underlying claim or
underwriting file, was reviewed for compliance with regulatory requirements.
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Claims
Claims were selected based on settlement occurring within the period under examination. Claims
were reviewed for compliance with policy contracts and endorsements, applicable sections of the
Illinois Insurance Code (215 ILC 5/1, et seq.) and Title 50 of the Illinois Administrative Code (50
Ill. Adm. Code 101 et seq.). Reviews were conducted of both paid claims and those closed without
payment.
The examiners reviewed 50% of the paid claims and 50% of the claims closed without payment
sample for this exam. As LLH is in liquidation, the examiners were directed to identify issues for
possible resolution by the Office of the Special Deputy Receiver, LLH, and/or the TPA, and to
cease review once sufficiently identified to reduce examination costs and conserve LLH funds.

IV.

SELECTION OF SAMPLES
Total Files

# Reviewed

% Reviewed

3
11

3
11

100%
100%

B. Complaint Handling
1. DOI Complaints
2. Consumer Complaints

84
116

84
116

100%
100%

C. Claims
1. Paid Claims
2. Claims Closed Without Payment

184
184

94
94

51%
51%

A. Operations and Management
1. Internal/External Audits
2. Third-party Contracts

Policy Type
Individual
Small Group
Large Group
TOTAL

Population of
Paid Claims

% of Total
Population

496,706
89,367
25,600
611,673

81%
15%
4%
100%

% of Total
25% of
Additional
Sample (184) Sample Total
25%
149
27
8
184

4

38
7
2
47

38
7
2
47

Total of
Sample
Reviewed
76
14
4
94

V.

FINDINGS

A.

Operations and Management
1.

Internal/External Audits
No violations were noted. The examiners reviewed the steps taken by LLH to
address the audit findings, but did not have access to the steps, if any, taken by the
TPA to address the findings.

2.

TPA Contracts Review
No violations were noted. LLH has a TPA agreement that includes claims
processing and servicing. The examiners reviewed the contract to ensure they
included reviews of business functions, audit schedules and oversight provided by
the Company. As mentioned above, the examination team did not have access to
documentation necessary to determine if the TPA took any action or made any
corrections based on audit findings.

3.

Policies and Procedures for Claims and Complaints
No violations were noted. LLH policies and procedures for claims and complaints
were reviewed. The Company has policies and procedures in place, however, the
significant issues identified with claims and complaints reveals these policies and
procedures may not have been adequate or adequately implemented.

B.

Complaint Handling
1.

DOI Complaints
In 17 complaints reviewed, the Company failed to respond timely to the DOI
complaint as required by 50 Ill. Adm. Code 926.40(a). (Issue #1)
In 42 complaints reviewed, the Company did not provide complete file documents
as required by 50 Ill. Adm. Code. 926.40(b). (Issue #2)

2.

Non-DOI Complaints
In 94 complaints reviewed, the Company failed to respond timely to a directly
received complaint as required by 215 ILCS 5/143d(b). (Issue #3)
In 116 complaints reviewed, the Company failed to provide complete file
documentation as required by 215 ILCS 5/132(2). (Issue #4)
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C.

Claims
1.

Claims – Paid
In 32 claims reviewed, the Company failed to pay the claim within 30 days of the
file being complete as required by 215 ILCS 5/357.9. (Issue #5)
The Company’s responses lacked any additional documentation to support the
response supplied by the TPA, which completed a spreadsheet populated with an
explanation. The examination team analyzed the responses from the TPA and
categorized the responses into the following tables. Note that several samples have
multiple reasons.
An analysis of claims paid greater than 30 days after the file was complete, is shown
below:
Number
of Claims
14
10
7
4
2
2
1
1
1

Response Explanation
Provider configuration errors or delays
Pricing or repricing delays
Incorrect benefit configuration
LLH Audit Hold
Correspondence claims backlogged due to
LLH system rebuild
Preauthorization issues
Member accumulator error
Customer Service Inquiry
Reprocessed to corrected business unit

Responsibility
LLH & TPA
LLH & TPA
LLH & TPA
LLH
LLH
LLH
TPA
TPA
Unknown

In 27 claims reviewed, the Company failed to provide complete claim file
documents as required by 50 Ill Adm. Code 919.30(c) and 215 ILCS 5/132(2).
Upon request for missing documents, the Company did not supply actual
documentation for review, but relied on the TPA to respond with a narrative. (Issue
#6)
2.

Claims – Closed without Payment
In 24 claims reviewed, the Company refused to pay claims without conducting a
reasonable investigation based on all available information as required by 215 ILCS
5/154.6(h). Specifically, claims were denied with a statement that services were not
covered, when in fact, the provider had simply used an inaccurate modifier. By
stating that the services were not covered, and not indicating an inaccurate modifier,
the provider or insured would not know to correct the modifier and therefore, get
the claims paid. (Issue #7)

6

In 22 claims reviewed, the Company failed to deny the claim within a reasonable
time of the claim file being complete as required by 50 Ill. Adm. Code 919.50.
(Issue #8)
In seven (7) claims reviewed, the Company failed to send a delay notice within 45
days as required by 50 Ill. Adm. Code 919.70(a)(2). (Issue #9)
In three (3) claims reviewed, the Company failed to acknowledge the claim and
furnish forms within 15 days as required by 215 ILCS 5/357.7. (Issue #10)

D.

Summary of Issues Related to the TPA
The examination of LLH revealed the following areas of concern regarding the TPA:
Internal Audit Results
LLH’s Internal Audit Report, dated February 2016, found that 10-14% of claims were
delayed due to discrepancies in the claim’s adjudication related to network, eligibility or
benefit structures. LLH provided details on what they did to improve the claims
adjudication process after the report. These were reviewed by the examiners and no
violations were discovered. However, there was no information provided to the examiners
on the steps taken by the TPA (or if they were even instructed to take any).
Claims Processing
Since the TPA indicated they do not create separate benefit configurations for each plan,
the plan name on the TPA’s system does not consistently match the plan name on LLH’s
system. In at least one instance, that position produced an incorrect plan description in the
Aldera claims processing system. The TPA said that since the plan had the same pricing as
another plan, instead of creating a benefit structure for that plan, they just pointed to an
existing plan. As the examination team moved through the claims, it became obvious to
the examiners that claims were delayed due to benefit structure, network configuration and
other internal systems problems with the TPA.
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