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The nPerfect - Stor mo Has
Developing in California

AChanges to the TPA business

AShortage of skilled labor

ALack of comprehensive regulation

ARef orm has made some TPAs

AEmponers demanding more accountability
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The TPA Business

Aover 1,000 P&C [ workerso compen
AFewer than 40 TPA6s have $20 mil

AMo s t | arge TPAOs are subsidiari e
A large brokers
A large carriers

A90% have revenues less than $5 million dollars
A50% out of business in five years

A85% out of business in ten years

Source: Tri St alrP Ap rFe saaurdt aatnido rE20ZPRIMA VéestermRiegional Conference
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In California, The Labor Pool for
Claims Adjusters Is Not Helping

AThere is a a shortage of skilled claims adjusters in
California

ASignificant turnover at even the best TPAs

AWorst TPAs can have turnover of claims staff of 40%
Or more each year

Ad—leavy reliance on temporaries not the answer
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In California, TPA Regulation Is Not
Comprehensive

Aone agency license TPAs and audits reserves

AAnot her agency audits TPA
on-time benefit delivery and reserves

ANo one audits TPA performance in terms of timely
contacts, investigation, closure, adherence to best

practices

# THELEN

Thelen Reid Brown Raysman ¢ Steiner 1.r



Gt s
Inevitable Impacts

AGap In internal controls:

AEnd up paying far too much for
program
A Increased benefit costs
A Increased vendor and third party costs as well.

AMay end up having to restate your liabilities (Costco,
IBC, Goodyear)

AMay end up in expensive litigation
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Increasing Focus on Errors and
Omissions Issues

ATPAS owe their clients certain duties:

A Duty to follow the contract
A Duty to comply with all applicable statutes and regulations
A Common law duties of due care

AThe |l nt er nal NnBest Practi c

AFailure to discharge these duties can have E & O
ramifications
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