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1  INTRODUCTION

Munich Reinsurance Company has researched and written this publication in
an effort to outline sound adjudication practices for disability insurance claims.
Although we appreciate that practices may vary somewhat from one market to
the next, our international experience leads us to believe that many similarities
also exist. We have conducted a survey in an attempt to determine what prac-
tices, procedures, and claims tools are currently used in each of the world’s
developed disability markets. We have also tried to ascertain what claims tools
may be culturally acceptable in a given market and easily adopted from else-
where. Our survey, along with additional research, has led to the following
publication. 

While this publication’s emphasis is undoubtedly on individual income replace-
ment claims, we have endeavoured to shed some light on claims arising from
business overhead contracts and employer-employee group coverage. We sin-
cerely hope that our observations will be helpful to our client companies by
serving as a catalyst for more uniform disability claims adjudication. We also
hope to be able to update this document as time and circumstances permit.
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2  THE NATURE OF THE DISABILITY RISK

The traditional protection offered by disability coverage has been the partial
replacement of income lost from the inability, due to accident or sickness, to
pursue gainful employment. This loss has been measured by a reduction in
earnings, and the insurance benefit typically expressed as a monthly or an
annual indemnity. This situation is still prevalent in the group employer-
employee and in some association group markets. The creditor market is simi-
lar in that a specified indemnity is provided to cover repayment instalments on
a loan or mortgage. In recent years, however, individual disability contracts
have become available, some of which provide benefits on the basis of factors
bearing little or no relationship to a loss of income. Accordingly, the nature of
claims adjudication has changed and become even less objective than may
have previously been the case.

Disability claims adjudication is subjective by definition. The state of disability
is not a condition that can be objectively or precisely defined; at best, it can
only be described subjectively and is open to a myriad of interpretations. In
order to accurately determine if and when a loss has occurred, it is necessary
for the insurer to attempt to provide a clear and precise contractual definition
of disability. Subsequently, it becomes the responsibility of the company claims
professionals to understand, interpret, and apply such definitions as claims are
presented.

There are varying definitions of disability. In some markets, it is common to
provide professionals and self-employed business people with “own occupa-
tion” (also known as “true own occupation”) coverage. Under this definition,
claimants are considered to be totally disabled if they are unable to perform
the substantial duties of their own occupation. It is irrelevant whether they are
capable of performing the duties of any other occupation. Indeed, claimants
remain eligible for benefits even if they engage in other gainful employment.
For example, should a surgeon lose several fingers, it is unlikely that he would
be capable of continuing to perform surgery. Benefits under his disability con-
tract would be triggered. Should he subsequently be able to generate an
income as a medical school professor or as a family physician, disability bene-
fits would not be affected. They would continue so long as he remains unable
to perform the duties of his regular occupation (surgery). Under this definition,
the insured risk is definitely not a loss of income. It may be described as loss of
status, as loss of prestige, or as loss of position, but eligibility for disability
benefits is not dependent upon the loss of income.

A second frequently used definition of total disability is often referred to simply
as “own or similar occupation” coverage. Under this type of definition,
claimants are considered to be totally disabled if they are unable to perform
the duties of their regular occupation and choose not to engage in any other
gainful employment. Should they accept employment and generate an income,
benefits would be adversely affected. With this definition, the surgeon who is
engaged in teaching medicine no longer qualifies for disability benefits. The
insurer, however, cannot force the surgeon to accept alternative employment. 

A third common definition of total disability, called “any occupation” coverage,
requires that claimants cannot perform the duties of their own occupation and
are also incapable of performing the duties of any other occupation for which
they are reasonably suited by education, training, or experience. With “any
occupational” coverage, if the surgeon is capable of producing an income from 
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teaching medicine, whether or not he chooses to do so, he no longer qualifies
for disability benefits. Under this type of definition, eligibility for benefits is
dependent upon a loss of earnings. 

In recent years, many disability insurers have introduced a product that
attempts to directly correlate monthly disability benefits with loss of income.
These contracts, known as “residual coverage”, provide long-term partial or
total disability benefits. They may define total disability on an “own occupa-
tion” basis, an “any occupation” basis, or some combination of the two. The
significance of this type of coverage is the continuation of benefits during
periods of long-term partial disability. If, for example, an individual’s monthly
income is reduced by 40% as the result of a disability, 40% of the monthly
benefit will be paid. As the claimant recovers and income increases, monthly
benefits decrease proportionately. The theory is that the availability of residual
partial disability benefits on a long-term basis will encourage claimants to
return to work sooner after a period of disability.
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3  THE NATURE OF DISABILITY CLAIMS ADJUDICATION

As a result of the subjectivity of disability claims adjudication and the imprecise
nature of contract definitions, no policy provision – no matter how well
expressed – can remove all ambiguities. Situations will arise where it is unclear
whether the insured is disabled. Some of the wordings in typical definitions of
disability include:

– “Unable to perform the substantial duties of one’s occupation”
– “Engaged in any other gainful occupation” 
– “Reasonably fitted by education, training, and experience” 
– “Under the regular and personal care of a duly licensed physician”

These are only a few of the disability contract phrases that claims professionals
are expected to interpret on a daily basis. To compound matters, these terms
may be construed differently depending upon the circumstances of a given
claim.

In addition to the problems posed by ambiguous definitions, disability claims
professionals are continuously challenged to evaluate the legitimacy and the
severity of claims based on such subjective diagnoses as “HIV positivity”,
“chronic fatigue syndrome”, and “chronic pain”. The following are three
typical scenarios on which benefit eligibility must be assessed on the basis of 
a positive HIV test:

– A dentist loses his clientele after it becomes known that he has tested posi-
tive for the HIV antibody. 

– A school teacher’s employment contract is terminated as a result of a positive
HIV test. 

– A governing medical body revokes the licence of a surgeon for the same reason. 

Although none of these individuals displays any physical symptoms, all have
been deprived of their livelihood and the insurer must decide whether to pay
disability benefits. 

In some markets, companies have recently been presented with a plethora of
disability claims for “chronic fatigue syndrome”. Symptoms normally include
fatigue, loss of appetite, and an inability to concentrate. Some medical author-
ities suggest that these individuals are actually suffering from an undue amount
of stress or a bout of depression. However, many of these claimants are career-
oriented overachievers who find it difficult to admit that they may be suffering
from depression. Accordingly, they tend to resist the suggestion that they could
benefit from psychiatric assistance. Since no psychiatric care is sought or ren-
dered in most instances, the depression persists, sometimes for as long as two
or three years and a decision concerning benefit eligibility must be made.

The adjudication of disability claims is fundamentally different from that
encountered in other classes of insurance. The contingency giving rise to an
insurance claim is usually a one-off event, for example death in life insurance.
In automobile insurance, a single accident is the basis for any one claim. In dis-
ability insurance, however, a claim is an ongoing phenomenon. Assessors must
not only make an initial evaluation concerning an individual’s eligibility for
benefits, they must continually re-evaluate the situation and closely scrutinize
the claimant’s progress until death, recovery, or expiry age occurs. Continuing
claims control is a key ingredient to the profitability of any block of disability
insurance. One essential element in establishing such control is insistence on
proper claims documentation.
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4  THE IMPORTANCE OF ADEQUATE CLAIMS DOCUMENTATION

Since the vast majority of disability claims are adjudicated solely on the basis
of written documentation, it is imperative to design forms in a way that makes
all pertinent information available to the assessor. In order to properly design
such forms, a company must first determine the amount and the type of infor-
mation necessary to reach a decision on benefit eligibility. Care should also be
taken to ensure that the forms are not burdensome to either the claimant or the
attending physician. The following are some of the more important pieces of
information an insurer may wish to include on its various forms. 

Two of the more important forms for any disability claims assessor are the ini-
tial statements from the claimant and from the attending physician. Recom-
mended samples are enclosed as attachments 1 and 2.

The claimant’s initial statement should contain the data necessary for identifica-
tion. This section may request policy number, name of claimant, address, date
of birth, telephone number, name of employer, the employer’s address, and the
business telephone number. A second section of the form will contain details
about the situation giving rise to the claim. If the disability were the result of an
accident, it would be appropriate to know the date and the place of the acci-
dent, how the accident occurred, what injuries were sustained, and if the
claimant has ever suffered a similar accident. If a sickness is the cause of the
disability, necessary information would probably include the nature and details
of the illness, the date on which symptoms first appeared, and if the claimant
has ever suffered from a similar problem.

Regardless of whether the claim is based on an accident or a sickness,
claimants should be asked the names and addresses of all physicians and hos-
pitals that rendered treatment, the dates on which such treatment was
received, the date on which they last worked prior to the disability, and
whether they have returned to their place of employment since the onset of the
problem. They should also be asked for a description of their occupational
duties, monthly earnings from employment at the time that the disability
occurred, and whether they have applied or intend to apply for any other pri-
vate or government benefits. Finally, claimants should be asked to sign and
date a declaration, verifying that all information provided is true and that they
consent to the release of any medical information requested by the insurer.

The attending physician’s initial statement should provide a clear picture of the
claimant’s medical limitations. Again, some identifying information – name and
date of birth of the patient – will be necessary. The insurer will also need to
know something about the history of the problem from the physician’s perspec-
tive. The physician may be asked when the symptoms first appeared or the
accident occurred, when the patient first sought medical treatment, when the
patient ceased working, whether the patient has ever suffered from the same or
a similar condition, and whether the medical condition arose from the patient’s
employment. The attending physician should also be asked whether, to his
knowledge, any other physicians or hospitals have treated the patient.

The claims professional will also need to know something about the physician’s
findings and the nature of treatment. The physician should be asked for a pri-
mary diagnosis, any secondary diagnoses (including complications), any sub-
jective symptoms, and all objective findings (including laboratory data, x-rays
and clinical findings). The physician should be asked for all dates on which
treatment was rendered, a narrative description of the type of treatment
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(including surgery and medication prescribed), whether it has been necessary
to hospitalize the patient, and the progress the patient is experiencing. The
physician should be asked what medical limitations the patient is experiencing,
when the claimant may be able to return to occupational duties, and whether
the claimant is a candidate for rehabilitation. The physician should then sign
and date the form and provide an office address.

If the disability claim arises under a contract of group insurance, the employer
is usually the policyholder and the second party to the contract. The person
insured – the claimant – is typically an employee insured through a certificate
under the employer’s master contract. Accordingly, it is both appropriate and
customary to request employment information from the policyholder. Specif-
ically, questions about length of employment, types of alternative insurance
benefits, and physical and psychological requirements of the job may be
solicited. An example of an employer’s statement can be found as attach-
ment 3. 

It is also noteworthy that some group contracts contain a “continuation option”
that allows an employee to convert the coverage to an individual basis when
leaving the employment of the policyholder.

When the aforementioned information has been received, the claims profes-
sional should be in a position to evaluate the medical aspects of the claim.
Depending upon the type of policy under consideration, it may be necessary to
request a job description and appropriate financial documentation prior to
approving or denying initial benefits.

Assuming that the claim has been accepted and that the initial payment has
been forwarded to the insured, a decision will be made about the frequency
and the type of information required for continuing benefits. The frequency
with which updated information is necessary will be highly dependent upon
the nature and the severity of the claimant’s condition. It would be pointless,
for example, to request monthly progress reports on an individual suffering
from quadriplegia. Conversely, if the disability is the result of a mental or ner-
vous disorder, monthly reports on any progress may be beneficial. 

Some thought should be given to the nature of the updated information to be
requested from the claimant and attending physician. Although an insurer is
likely to want to avoid requests for redundant information, necessity dictates
that certain questions are asked repeatedly to ensure that the claims profession-
al is made aware of any important changes in the status of the claim. Progress
reports will typically require the claimant to provide the same identifying infor-
mation requested on the initial claim form. Additionally, claimants will also be
asked for all dates on which they received medical treatment (including periods
of hospitalization) since the last report, the names and addresses of all doctors
rendering such treatment, whether they have attended their place of business
since the last report, and whether they are currently receiving any other com-
pensation as the result of their disability. Again, they should be asked to sign
and date a declaration, verifying that all information provided is true and that
they consent to the release of any medical information requested by the insurer.

When a supplementary statement is requested from a physician, the claims
professional is interested in any significant changes in the condition of the
claimant. Progress reports should include questions about the current diagno-
sis, dates of treatment since the physician’s last report, any complications
which may be prolonging the period of disability, and the names and addresses
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of any other physicians known to have rendered treatment. The physician
should again be asked about medical limitations and prospects for a return to
work. Finally, the physician should be asked to sign and date the form.

Thus far, the discussion has focused on forms that supply routine documenta-
tion necessary to the proper adjudication of any disability claim. There are,
however, additional types of medical documentation that should always be
requested, if available. Examples include:

– Admission and discharge summaries for any period of hospitalization 
– A narrative report from any specialist who has examined the claimant 
– The results of any clinical or laboratory tests that have been performed 

When requesting supplemental medical information of this nature, be certain
that your letter is specific and succinct. Physicians tend to dislike lengthy, ram-
bling letters or vague requests.

There are also various types of non-medical documentation that are appropri-
ate under certain circumstances. Detailed job descriptions and appropriate
financial records have been previously mentioned. Additionally, a claims pro-
fessional may want to consider:

– A functional capacity evaluation 
– A rehabilitation assessment 
– A field claims visit 
– An investigative report
– Surveillance 

These possibilities will be explored later, but it should be emphasized that they
do represent types of claims documentation.
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5  THE DISABILITY CLAIMS ADJUDICATION PROCESS

When the claims professional receives a file containing the initial statements by
the claimant and the attending physician, the adjudication process begins. The
following are some of the factors considered in reaching a decision about a
claimant’s eligibility for benefits: 

– The first item to be checked is the status of the policy. Unless the policy is in
force and premiums are paid to date, there is obviously no coverage. 

– Assuming that the status of the contract is acceptable, the date of birth and
the effective date of coverage are the next two items of concern. The birth
date shown on the claims form should coincide with that shown on the appli-
cation for insurance. If this is not the case, it may be necessary to adjust the
benefits payable under the contract. 

– The effective date of coverage is significant since it will determine whether
the contract is within the period of contestability.

Many individual disability policies are non-cancellable. Once issued, neither the
conditions of the contract nor the premium rate can be unilaterally altered by
the insurer. Some protection is required to remedy the situation if an applicant
secures either initial coverage or a reinstatement by misstating medical, finan-
cial, or occupational history. Accordingly, most jurisdictions permit an insurer
to void coverage if misrepresentations are discovered within a specified time
following the date of issue or the date of the latest reinstatement. Since most
misrepresentations are uncovered when a claim is presented, the judicious
claims professional thoroughly investigates any claim presented within the
specified time period. Medical, financial, and occupational records are routinely
requested and their contents checked against the information shown on the
application for insurance.

Should the investigation reveal the existence of undisclosed or inaccurate his-
tory, the file should be referred to the underwriting department to determine
the materiality of the misrepresentation. In order to be considered material, it
must be shown that disclosure of the proper facts would have resulted in a
change in the original underwriting action. In other words, an insurer is obli-
gated to show that either it would have not issued the coverage at all or would
have done so only with an exclusion endorsement or at an increased premium
rate. It should be noted that it is the sole domain of the underwriting depart-
ment to determine materiality. 

Once a misrepresentation has been discovered and its materiality has been
established, the underwriting department might be willing to offer coverage on
a substandard basis. If an offer is acceptable to the underwriting department, it
becomes the responsibility of the claims department to decide whether to actu-
ally offer the coverage to the insured. A blatant non-disclosure, an unwilling-
ness to insure an individual who has been less than honest, a significant
change in health or occupational duties, or prior claims problems may serve as
reasons to deny coverage. If it is decided not to provide coverage, an attempt
will be made to refund all premiums paid and to void the contract. In cases
where the insured refuses to cooperate, it may become necessary to file a
rescission action in a court. In some companies, the claims department will be
responsible for carrying through with this litigation; in others, the file will be
forwarded to the legal department.
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If a contract is beyond the period of contestability, or if the claims professional
is satisfied that there is no basis to contest its validity, the next step is to deter-
mine if there are any other impediments to providing benefits. Some contracts
will contain an exclusion endorsement for certain medical conditions or voca-
tional activities. These endorsements are the result of circumstances that
existed at the time the application for insurance was underwritten. If, for ex-
ample, an individual had a long-standing history of lower back problems, it is
quite feasible to issue coverage with a lower back exclusion. In this case, bene-
fits would not be payable if the disabling condition resulted from problems
with the lower back. 

It is also possible that an insurer will be liable for a reduced liability if the con-
tract contains an offset provision. In order to guard against the possibility of
overinsurance – the situation in which a claimant actually increases income
during periods of disability – many policies provide that other private or
government disability benefits will be deducted from the monthly indemnity
payable. The plans that are of particular significance often include:

– Workers’ compensation 
– Social security 
– Various unemployment insurances
– No-fault automobile insurance schemes 

Accordingly, part of the claims professional’s function is to determine whether
a claimant qualifies for disability benefits from other sources.

Having established that there are no technical impediments to providing cover-
age, the claims professional is in a position to consider the merits of the claim.
A thorough review of both the medical documentation and the claimant’s occu-
pational duties must be undertaken:

– Does the accident, as described, make sense? 
– Was medical treatment sought within a reasonable period of time after onset

of the difficulties? 
– Is the prescribed medication or treatment applicable to the condition? 
– Are the claimant’s alleged limitations consistent with the claims professional’s

knowledge of anatomy? 
– Does the job description list duties that the claimant would be incapable of

performing in light of the medical condition? 
– Is there any other reason – layoffs, economic downturn, business insolvency –

to explain the claimant’s absence from the normal place of employment? 

These are a few examples of the questions that claims professionals need to
ask prior to reaching a decision on benefit eligibility. They may want to consult
with other resources within their own company (medical consultant, legal ad-
visor), or they may want to request additional information from the claimant,
the attending physician, or the employer. In extreme situations, they may want
to investigate the veracity of the claimant’s statements or subject the claimant
to an independent medical examination. 

After due consideration and appropriate consultations, claims professionals 
will have to decide whether to accept liability. The ultimate decision is theirs
and theirs alone. Whether a claimant qualifies for disability benefits is neither
strictly a medical nor solely a legal consideration. Rather, it is a common sense
judgement based on one’s knowledge of the contract provisions, an evaluation
of the limitations imposed by a medical condition, and the effect that those
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limitations will have on a given occupation or profession. Usually, claims pro-
fessionals will be satisfied that the claimant is disabled within the meaning of
the policy wording and will approve benefits. On rare occasions, they will be-
lieve that reasonable grounds exist to resist the claim. In either case, when all
of the documentation has been presented and evaluated, appropriate action
should be taken.

Although it may appear that the end of the adjudication process has been
reached, this is not the case. We have, at this stage, only finished the initial
assessment and have presumably approved benefits for the first month. Since
most periods of disability extend considerably beyond one month, the claims
professional will re-evaluate each claimant’s condition on numerous occasions.
Each time, there will be the need to determine whether the claimant still quali-
fies for benefits. Doubts will arise on a certain percentage of claims, and asses-
sors may be required to use one or more of the various claims tools at their
disposal.
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6  THE CLAIMS PROFESSIONAL’S TOOL KIT

Each profession utilizes a variety of tools in plying its trade. A surgeon employs
a scalpel, a lawyer needs a reference library, and an actuary is far more effi-
cient when using a computer. Likewise, the disability claims professional also
has a tool kit. The following sections review some of the more frequently used
tools.

Medical referrals, psychiatric claims and soft diagnoses

For the purposes of this document: 

– Medical referrals are defined as “a claims file review by a physician for the
purpose of commenting on the limitations and restrictions imposed by a
medical condition”. 

– Psychiatric claims are defined as “claims with a diagnosis that can be identi-
fied through the Diagnostic and Statistical Manual (DSM–IV)”.

– Soft diagnosis claims are defined as “claims that have subjective diagnoses
(chronic fatigue syndrome, fibromyalgia, environmental diseases)”.

Most claims professionals, who have a limited understanding of medicine, rou-
tinely refer claims files to medical consultants for advice concerning the impact
a medical condition may have on a claimant’s ability to perform occupational
duties. Such advice is often critical in assisting the claims professional to
analyse the degree of impairment present in a given claim. It should be noted,
however, that physicians’ responsibility is limited to medical advice; they
should not be asked to comment on benefit eligibility. It is important that med-
ical advisors, legal counsel, senior management, and claims professionals all
recognize that adjudication decisions are solely the responsibility of the latter.
Such decisions combine medical, legal, and business factors and should not be
made by a specialist in one given area.

Input from a medical consultant becomes even more crucial when dealing with
claims based on a psychiatric or a subjective diagnosis. Studies show that
these diagnoses now account for more than one-quarter of all new disability
claims and that the duration tends to be longer than for other ailments. In
many instances, the primary caregiver is a family physician who is ill equipped
to provide ongoing psychiatric care. In other cases, claimants are receiving
only sporadic psychiatric care. As effective psychiatric claims management
became increasingly difficult, insurers began to look for additional tools to aid
in adjudicating these claims.

Many disability carriers have recently engaged the services of a psychiatric
consultant (psychiatrist, psychologist, psychiatric nurse) who is prepared to
review psychiatric and soft diagnosis claims, make direct telephone contact
with the primary caregiver to discuss the merits of the claim and the long-term
prognosis, provide input into the proposed course of treatment, and monitor
the claimant’s progress. Some insurers have also established a psychiatric unit
within the claims department. These units are staffed with claims professionals
and psychiatric consultants (usually nurses) who are responsible for the adjudi-
cation of claims with psychiatric and soft diagnoses. Some companies have
also begun to use psychological tests to assist in analysing psychiatric dis-
orders. An outside consultant (psychologist) typically administers these tests.

A recent survey in eight disability markets revealed the following about the use
of psychiatric consultants:

12
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– 63% of responding companies refer claims to a psychiatric consultant on a
routine basis while an additional 9% do so occasionally. Although this tool is
available in all responding markets, it is used extensively in Australia, New
Zealand, Canada, South Africa, and the United States. It appears to have
limited application in Israel and the United Kingdom. 

The use of a consulting psychiatrist is acceptable in all markets, while the use
of psychologists is condoned in Australia, New Zealand, Canada, France, and
the United States. Psychiatric nurses are acceptable in Canada, the United
Kingdom, and the United States. 

Only six respondents (one Canadian, one French, one Israeli, and three
American) reported the availability of an internal consultant.

– 87% of companies using a psychiatric consultant refer claims based on “soft
diagnoses” as well as those of a more traditional psychiatric nature. 

It is interesting, however, that only 54% require that their consultants make
direct telephone calls to attending practitioners and approximately half (49%)
expect them to become involved in recommending specific treatment plans.

– 85% of companies with a psychiatric consultant use psychological tests to
assist in analysing disorders and 78% agree that such testing is accepted as
an adjudication tool in their markets.

Independent medical examinations

For the purposes of this document, an independent medical evaluation is
defined as “an analysis of illness or injury by a physician consultant who is not
the examinee’s treating physician, nor works for the client who requests the
evaluation”. 

Most disability policies provide the insurer with the contractual right to
demand an impartial medical examination, at the company’s expense, at any
time during the course of a claim. This tool is normally used when some doubt
exists about the severity of the restrictions and limitations being reported. Such
a situation could arise for a variety of reasons, including the existence of con-
flicting medical documentation, lack of objective findings to support disability,
an extended period of disability, or lack of referral to a specialist. The attending
physician may be a personal friend of the claimant or may not wish to lose a
patient by failing to support the alleged disability. 

When the need for an independent examination arises, the insurer should
engage a physician who is certified in the specialist field most suited to evaluat-
ing the claimant’s medical condition. The examiner should be chosen at random
in order to avoid any allegations of bias in favour of the insurer. A current job
description, copies of all medical documentation, and the relevant definition of
disability should be made available to the examiner, who should also be given
the authority to conduct any tests deemed necessary to properly evaluate the
claimant’s condition. At the conclusion of the examination, the insurer should be
provided with a narrative report, outlining the examiner’s findings and an opin-
ion concerning the claimant’s restrictions and limitations. The claims profession-
al will usually ask the company’s medical consultant to review the report and to
provide any desired input. The claims professional will then be in a position to
make an informed decision concerning the continuation of benefits. 
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Should a decision be made to terminate benefits, most insurers will provide the
attending physician with a copy of the independent examiner’s report and
request comments. This practice tends to reduce the potential for creating an
adversarial situation and frequently results in the attending physician support-
ing the decision to terminate disability benefits.

A recent survey in eight disability markets revealed the following about the use
of independent medical examinations:

– This was the most widely used of the claims tools evaluated. 94% of all
respondents employ this tool on a routine basis and an additional 5% do so
occasionally. 

– The primary conditions that trigger a request for such an examination are
conflicting medical documentation, subjective diagnoses, lack of referral to a
specialist, known activities inconsistent with stated limitations, and duration
of claim. One Canadian company noted that they use this tool “when the
attending physician has become the claimant’s advocate”.

– Approximately one-third of all companies choose the examiner from a roster
of available physicians and another one-third depend on their Chief Medical
Officers to make the selection. Most companies in the United Kingdom and
some in the United States appear to rely on a third-party provider to find an
appropriate assessor.

– Australian, New Zealand, Canadian, and American companies are unanimous
in requiring that a certified specialist, in the branch of medicine on which the
disability was based, performs all independent examinations. Conversely, the
Dutch market relies exclusively on general practitioners for this function. A
majority of French and Israeli companies use certified specialists, while the
South African insurers were evenly split. 

– The insurer’s medical consultant in the Canadian, Dutch, British, and Ameri-
can markets commonly reviews independent medical reports. The results of
these examinations are routinely provided to the claimant’s primary caregiver
for comment in Australia, New Zealand, Canada, the United Kingdom, and
the United States. A majority of Canadian, French, and British companies are
prepared to terminate benefits solely on the basis of an independent medical
evaluation.

– One Australian insurer provides its independent medical examiners with all
prior medical documentation as well as the results of any investigations or
surveillance. A Canadian company noted it frequently uses an independent
medical assessment to influence a change in treatment.

Rehabilitation

For the purposes of this document, rehabilitation is defined as “the assistance
provided to enable a claimant to return to work through counselling, vocational
retraining, or financial support”. 

This tool is typically brought to bear in the early stages of disability. Since the
claimant is not normally obligated to participate in rehabilitation programmes,
most insurers consider motivation as a prime factor in selecting candidates.
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A goal of any responsible disability insurer will be to minimize total liability
while providing equitable treatment to its claimants. If this objective is to be
realized, it is imperative that the claims professional be trained to recognize
potentially serious disabilities at their early stages and to initiate the appropri-
ate rehabilitation measures. These attempts normally fall into either vocational
or financial rehabilitation.

Vocational rehabilitation involves assistance to a claimant in retraining or job
placement. Since insurers are usually not equipped to provide these services,
outside firms are normally engaged. Some very large disability insurers do
employ certified rehabilitation specialists as an adjunct to the claims depart-
ment. These individuals are trained to evaluate the potential for rehabilitation
and to act as a liaison between the claimant, the family physician, the employ-
er, and the outside providers that are deemed necessary to successfully carry
out the programme. Insurers routinely pay all or part of the expenses incurred
for vocational and psychological testing, occupational retraining, educational
upgrading, and employment placement. Monthly disability benefits are almost
always continued for the duration of the rehabilitation process.

Financial rehabilitation is a very different concept. When an insurer faces a
long-term claim under an “own occupation” definition, it will sometimes pro-
vide a lump-sum settlement to an individual who has a legitimate business
need for a substantial amount of money. This lump sum, which should never
exceed the present value of future benefits, is offered as an alternative to
receiving a monthly flow of benefits for the long term. The involvement of the
claimant’s family physician and lawyer are normally required. The physician is
asked to certify that the claimant is medically capable of successfully operating
the business for which the money is needed, and the presence of the lawyer
eliminates any future allegations of duress on the part of the insurer. Although
this particular tool is only used in limited situations, it can result in a “win-win”
situation. By providing the financial assistance needed to permit an individual
to pursue an alternative career path, the claimant is removed from the depend-
ency of monthly disability benefits, and the insurer can reduce its long-term
liability by means of a cash settlement.

A recent survey in eight disability markets revealed the following about the use
of rehabilitation and vocational assessments:

– Although this tool was used either on a routine or occasional basis by a
majority (74%) of companies surveyed, its availability is not global. It is note-
worthy that the involvement of insurers in rehabilitative efforts is extremely
limited in France, Israel, and South Africa, but its use would apparently be
culturally acceptable in each of these three markets.

– Although five British insurers reported involving employees in a rehabilitative
capacity, third-party vendors were more commonly used in all other markets.
These vendors are assigned cases on the basis of expertise (speciality), past
performance, location, and cost effectiveness. 

Since the claimant is not normally obligated to participate in rehabilitation
programmes, most insurers listed motivation as the prime factor in selecting
candidates. Other frequently mentioned criteria included the diagnosis, med-
ical stability, claimant’s age, occupation, prior education, and the quality of
transferable skills.
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– Companies were nearly unanimous in reporting that criteria are established
and reviewed by a combination of medical personnel and claims profession-
als. One Dutch company routinely involves an employment expert in such
reviews.

– Slightly more than one-third of all companies believe that “own occupation”
definitions tend to limit the use of rehabilitation services. One Canadian in-
surer suggested as many as 25% of its claims would be removed from con-
sideration, and one Australian and one American company thought it might
be as high as 50%.

– Approximately one-half (46%) of companies provide financial assistance for
accelerating medical tests or procedures in order to enable the claimant to
return to work more quickly. Only 32% of respondents agreed that completion
of a vocational assessment implies termination of benefits if a suitable voca-
tion, for which the claimant already qualifies, is identified, while 42% assist in
paying for retraining to qualify for a new occupation identified by the voca-
tional assessment.

– Several Israeli companies stated that rehabilitation is primarily available
through the National Security Insurance, a government-sponsored pro-
gramme to which all residents have access. 

Functional capacity evaluations

For the purposes of this document, a functional capacity evaluation is defined
as “the objective testing of a person’s ability in work-related tasks”. 

This tool is frequently used when there is a lack of objective reasons for the
claimant’s stated limitations or restrictions, when observations do not support
the degree of disability claimed, or when rehabilitation within the original occu-
pation is questionable.

The functional capacity evaluation is oriented toward musculoskeletal disabil-
ities. Many leading disability insurers require such an assessment before
undertaking rehabilitation for such claims. A good assessment will measure
such items as symptom magnification, physical strength, dexterity, grip
strength, aerobic capacity, general movement patterns, range of motion, car-
diovascular capacity, and task simulation. By comparing the results with the
requirements outlined in a detailed job description, one can accurately appraise
the impact of claimants’ limitations on their ability to fulfil the requirements of
their job. 

Many disability insurers combine the functional capacity evaluation with a job
site analysis. A qualified vocational specialist conducts such an analysis. It will
be performed in a format that outlines the physical requirements of the job and
specifies the tasks that are necessary to complete the job. It is essential to have
the claimant present during the analysis in order to clarify specific job tasks
and responsibilities. It is also preferable to contact other individuals respon-
sible for completing some or all of the same job functions. If a job site analysis
is to be performed, it is best to do so prior to undertaking the functional capaci-
ty evaluation.

A recent survey in eight disability markets revealed the following about the use
of functional capacity evaluations:
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– All surveyed markets reported some use of this tool. 60% of companies use
functional capacity evaluations routinely while an additional 32% do so on an
occasional basis. A majority of companies use this tool frequently in all mar-
kets except the United Kingdom where only 13% of companies categorize
their usage as routine.

– The most common criteria used to determine the potential need for a func-
tional capacity evaluation are lack of objective reasons for stated limitations
or restrictions, observations that do not support the degree of disability
claimed, and when rehabilitation within the original occupation is unlikely. 

Other factors considered include age, duration of disability, and potential for
retraining. One French company often integrates this test with an independ-
ent medical evaluation. 

– 67% of companies use specialist firms for functional capacity evaluations,
30% use rehabilitation firms and 3% use occupational therapists. A slight
majority (56%) of respondents expect a job site assessment as part of the
evaluation, and less than half (44%) are inclined to use a rehabilitation firm to
implement recommendations from the assessment. 

Although 33% of companies agreed that the use of this tool is limited by
“own occupation” definitions of disability, one Canadian and one Dutch com-
pany emphasized that this is not the case if claimants are being measured to
return to work in their own occupation. 

– Three Australian companies suggested that the use of this tool was signifi-
cantly restricted by “own occupation” definitions (estimates of 95%, 80%, and
50% respectively). One Canadian and one British company agreed that this
was a highly cost-effective claims tool.

Investigations and surveillance

For the purposes of this document: 

– Investigation is defined as “obtaining information about a claimant by ques-
tioning an insured, the attending physician, the employer and often neigh-
bours and co-workers”. 

– Surveillance is defined as “the intention to document the activities of a
claimant through videotaping methods conducted over several days in order
to prove or dispute a claim”.

There are times when a claims professional may begin to question the legit-
imacy of an ongoing disability claim. Suspicions may be aroused for any num-
ber of reasons, ranging from the claimant’s continual absence from the home
during working hours to a telephone tip from an anonymous caller. When such
doubts arise, the insurer may consider engaging an investigator to determine
the claimant’s daily routine. Some companies prefer to assign all investigations
to outside inspection companies while others choose to use full-time field rep-
resentatives, who are salaried employees of the insurer. In either case, the pur-
pose of the investigation is to re-establish the validity of the claim through per-
sonal interviews. Claimants are usually contacted and given an opportunity to
explain their actions. Additional interviews may be conducted with the attend-
ing physician, the employer, neighbours, or business acquaintances. In extreme
cases, claimants may be placed under surveillance for several days and their
movements recorded. This activity is almost always undertaken by an experi-
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enced private investigator. As interviews are conducted, an attempt is made to
obtain a signed statement from each party. These documents must then be
analysed, their credibility evaluated, and a decision made on whether benefits
should be continued.

We should briefly discuss the benefits of hiring an outside firm versus those of
using an employee to handle claims investigations. The primary advantage of
employing an inspection company is cost. If an insurer’s claims volume is rela-
tively low and the need for field investigations is minimal, it probably cannot
afford a full-time employee for this purpose. Furthermore, by using outside
expertise, a company can avoid the costs involved in training an individual in
the art of investigation. Since many international investigative firms maintain
branch offices in major cities, individual inspectors will be well acquainted with
the geographical region in which they operate.

If, however, the volume of disability claims is high and the need for field inves-
tigations is constant, it may be more cost efficient to utilize employees. There
are several additional benefits to be derived from this method. Field claims rep-
resentatives – many are former claims adjudicators – are undoubtedly more
familiar with their company’s contracts and departmental procedures than an
outside operative would be. They can better gear the investigation to the pre-
cise needs on each file. Since they can more readily adjust their schedule to the
priorities of the claims department, their time service should be superior. Many
insurers give the field claims representatives authority to terminate a claim on
the spot, a licence not likely to be granted to an outside source. Finally, since
field representatives act in the capacity of a company spokesman, they are in a
position to accurately and authoritatively answer any questions a claimant may
have about dealings with the insurer.

A recent survey in eight disability markets revealed the following about the use
of investigations and surveillance:

– 87% of all responding companies conduct investigations and surveillance on
either a routine or an occasional basis and it is performed extensively in all
markets included in the survey. 

Companies typically refer claims files for surveillance if they suspect
claimants are working, if their activities do not seem consistent with their
stated limitations, or if there is difficulty in contacting them by telephone.
Most companies (86%) conduct surveillance for three to five days, and a
slight majority (58%) report using the tool at least monthly.

– 81% of respondents expressed a willingness to share surveillance costs with
other insurers, and 69% are prepared to terminate benefits solely on the basis
of surveillance. Slightly more than half (52%) provide copies of the surveil-
lance reports to attending physicians and invite comment. 

Only 27% of companies have established an internal fraud unit, although this
figure may not be truly representative given the fact that 85% of American
respondents alone have their own fraud departments. Mandates for such units
range from investigating allegations that claimants are working (Australia) to
advising on criminal prosecution and preparing exhibits for court (United
Kingdom), and complying with the law of most jurisdictions (United States).

– One New Zealand company reported that it is illegal to videotape claimants in
that country, making surveillance a somewhat less than effective claims tool.
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In Canada, the United Kingdom, and the United States, companies frequently
use surveillance in conjunction with independent medical evaluations. One
French respondent volunteered that there is a nationwide fraud service avail-
able to insurers, and one Israeli company suggested that cost was the pri-
mary reason that it rarely uses surveillance. 

Lump-sum settlements

For the purposes of this document, a lump-sum settlement is defined as 
“a commuted value in lieu of periodic benefits”. 

The insurer pays a sum of money to the claimant in exchange for the
claimant’s agreement to release the insurer from further liability under the
claim and frequently for further coverage under the policy.

Claims considered for lump-sum settlement offers usually fall into one of three
broad categories: 

– The claimant needs capital for a specific purpose (sometimes called financial
rehabilitation).

– The claim has become an administrative nuisance. 
– There is a major disagreement between the insurer and the claimant about

continued eligibility for benefits.

A claimant, entitled to long-term benefits on a policy with an “own occupation”
definition of disability, may opt for a lump-sum settlement as seed money for a
business venture or if becoming eligible for early retirement benefits. Capital
may also be needed to remodel a home (making it barrier free) or to purchase
a van. A significant sum of money may allow a claimant to relocate to a more
favourable climate or to pursue educational or vocational training. The claimant
can be placed in a better financial position by being removed from the depend-
ency of disability benefits, and the insurer can reduce its long-term liability by
means of a cash settlement and a release of reserves.

A claim might become an administrative nuisance for any one of a variety of
reasons. Long-term files must be reviewed for rehabilitation potential, must
have reserves maintained, and must be updated with medical evidence. An
insurer may offer a lump-sum settlement if the cost of administering such a
claim becomes burdensome in view of the monthly benefit involved.

When major disagreement or suspicion occurs, it is often preferable to sever
the insurer/claimant relationship. This type of situation usually arises when
there is a genuine discrepancy in how parties perceive the claimant’s medical
limitations or when the claimant has been less than totally honest in dealing
with the insurance company. One way to resolve the problem is by offering a
lump-sum settlement. Negotiations can begin either before or after litigation
has commenced.

There are several logical candidates to serve as an insurer’s negotiator in
lump-sum settlement opportunities. Obvious choices include the company
lawyer, a claims manager, or a field claims representative. Regardless of who
is ultimately chosen, the individual should be an experienced negotiator with
wide latitude of authority in dealing with claimants. Since agreement is usual-
ly reached only after extensive negotiation, it is essential that the company
representative be in a position to remain flexible. Since the insurer wants to
be certain that the claimant fully comprehends the consequences of any 
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actions, discussions should only occur after consulting with the claimant’s
physician, accountant and lawyer.

The amount of any final offer will depend upon a myriad of factors. The pres-
ent value of future benefits must be considered. Some companies prefer to cal-
culate lump-sum settlement offers as a percentage of the gross reserve. Others
tend to state an offer in terms of a specific period (months or years) of benefits.
Still others attempt to establish an “independent value” to a successful settle-
ment. Any reduction in the claimant’s life expectancy (whether or not it is re-
lated to the cause of disability) must be weighed. For this reason, some in-
surers insist on an independent medical assessment before establishing a 
final offer.

Some insurers insist that the claimant make the initial overture about settle-
ment while others actively pursue such opportunities. Some companies even
instruct their field claims staff to assess every claimant’s attitude toward pos-
sible settlement. Most disability insurers insist that any final settlement include
release of any future liability under the insurance contract. Regardless of com-
pany philosophy on approach, face-to-face negotiations are usually consider-
ably more productive than those pursued by telephone.

A valid release must form part of the agreement to provide a lump-sum settle-
ment. The insurer’s legal counsel should review and approve the release. Once
legal approval has been secured, there is no reason that a “standard” release
cannot be used. Since insurers prefer that the claimant seek competent legal
and financial advice, most companies will agree to payment (up to a maximum)
of such fees. It is not unreasonable, therefore, to request that the claimant’s
lawyer join in signing the release.

A recent survey in eight disability markets revealed the following about the use
of lump-sum settlements:

– A lump-sum settlement offer is one of the less frequently used claims tools
with only 42% of respondents employing it on a routine basis. An additional
35% reported some experience with such offers. Objectives differ widely from
a simple commutation of benefits (Australia, New Zealand), a method for
negotiating disputed liabilities (Canada and the United States) or settling liti-
gated claims (France) to resolving claims when emigration is contemplated
(United Kingdom).

– An overwhelming majority (81%) of companies prefer to use employees
rather than third parties to negotiate lump-sum settlements, and 79% would
expect claims professionals to conduct such discussions. Other qualities
desired in negotiators included a legal background, an understanding of
actuarial calculations, and some knowledge of relevant tax laws. 

All companies agreed that the amount of any proposed lump-sum settlement
would be based on the present value of future expected payments giving due
consideration to mortality. The average “payout” ranged from a high of
60%–70% of that figure (Australia) to a low of 20% (Israel).

– Although the proceeds of a lump-sum settlement are taxable in some markets
and non-taxable in others, it is not clear whether a commutation of benefits
alters the tax status. Only 20% of companies indicated that they are in a
position to offer structured settlements such as an annuity. 
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– An Australian company stated that it considers the moral implications of a
lump-sum settlement offer by noting that it must be in the interests of the
claimant. Several Canadian and one British company emphasized the need
for negotiations to be conducted on a face-to-face basis.

Field claims visits

For the purposes of this document, field claims visits are defined as “when an
insurance company employee or a third-party vendor visits the claimant, the
attending physician, and/or employer to question the cause of the disability, the
symptoms and limitations, daily activities, prognosis and, in doing so, is able to
observe the claimant’s activities, mode of dress, and apparent physical and
mental condition”.

Previous sections of this publication describe the role of the field claims repre-
sentative in conducting investigations and in negotiating lump-sum settle-
ments. This section will provide more detail in the activities pursued in a field
visitation programme.

The primary goal in field visits is to improve claims assessment. It is frequently
difficult for a claims adjudicator to acquire an accurate mental image of the
physical and economic condition of a claimant. A visit to the claimant’s home
will allow the company to gain first-hand knowledge of the claimant’s environ-
ment, limitations, and motivation. A field visit can also provide an objective
assessment of physical capacity that is simply impossible to do on paper or
over the telephone. It further furnishes an opportunity to answer any questions
claimants may have about their dealings with the insurer.

A visit to the claimant’s attending physician will permit the insurer’s representa-
tive to engage in a “question-and-answer” session with the primary caregiver.
A fifteen-minute conversation with the physician usually elicits more useful
information than a continual exchange of correspondence or an interpretation
of what the physician really meant by a given statement. Such visits provide an
opportunity for the insurer and the physician to explain their expectations. If
the two are in agreement, management of the claim becomes considerably
easier.

A visit to the employer serves a dual purpose. A review of the claimant’s work-
place allows a much better understanding of how a given limitation may
impact upon one’s ability to perform usual employment activities. More im-
portantly, however, the field claims representative and the employer will be
accorded a chance to share their expectations. Mutual understanding and
agreement will enhance the possibility of an early return to work.

The second goal of the visitation programme is to return the claimant to work
at an earlier date. The claimant’s early return to work is obviously beneficial to
all parties concerned (the claimant, the employer and the insurer). The single
most significant factor in ensuring an earlier return is when each party under-
stands and accepts the expectations of the others. A competent field claims
representative, during visits to the various parties, will make certain that each
party understands and appreciates the expectations of the other parties. For
example, claimants will be more willing to return to work if they know that the
employer will not make demands inconsistent with their current abilities and
that the insurer will not be unreasonable if the initial attempt is unsuccessful.
The attending physician, with the same assurances, will be more likely to agree
to the patient’s return to work. A competent field claims representative will
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make certain that the claimant and the physician have an understanding of the
employer’s and insurer’s expectations.

The employer will be more conducive to a claimant returning to modified
duties if there is an understanding of the limitations the employee is experi-
encing, a reasonable medical prognostication concerning improvement, and a
belief that the insurer will continue to work with the claimant. Conversely, the
insurer must accept its ongoing role to ensure that the attempted return to
work is given every chance to succeed.

The third goal of the programme is to reduce the number of recurrent periods
of disability. Most recurrences result from a lack of motivation by the claimant,
excessive demands by the employer, or lack of appropriate follow-up by the
insurer.

Although it is not always possible to dictate claimants’ motivation, they are
more likely to remain on the job if they know and accept what the employer
and the insurer expect. By the same token, if the employer fully understands
and accepts a claimant’s temporary limitations, there is far less likelihood that
excessive demands will occur. Finally and perhaps most importantly, it is the
responsibility of the field claims representative to guarantee that the insurer
stays involved in an appropriate way (rehabilitation assistance, residual claims
benefits, scheduled increases in workload).

A recent survey in eight disability markets revealed the following about the use
of field claims visits:

– Although 78% of companies reported using this tool on a routine or occasion-
al basis, both the methods and the objectives vary significantly. 

While it appears that the primary purpose of such visits in the Netherlands
and in South Africa is to evaluate the potential for rehabilitation and vocation-
al assessment, their Canadian, British, and American counterparts tend to be
more interested in investigation. The field visitation programmes in Australia
and New Zealand seem to combine these two roles. Field visits in France and
Israel only occur sparingly.

– Australian, South African, British, and American companies are more likely to
use third-party vendors (65%) to complete field visits while Canadian and
Dutch companies seem to prefer that employees (72%) carry out this function.

The most frequently mentioned requirements for a field claims representative
were extensive claims background, the ability to think on one’s feet, good
communication skills, and an ability to negotiate. Several respondents men-
tioned good medical and contract knowledge, an investigative or rehabilita-
tive background, and an appreciation of time management.

– Most companies with a field visitation programme (75%) did not expect their
adjudicators to conduct field visits or require that medical practitioners (71%)
be contacted. Conversely, a majority of companies (55%) require that employ-
ers be contacted.

An overwhelming majority (93%) do not permit the field claims representative
to make final decisions on benefit eligibility. A similar proportion of com-
panies (95%) believes that field visits are beneficial to the adjudication
process.
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– One Australian company remarked that “costs, time, and workloads” restrict
our activities in this area. A Canadian company reported that “a vast majority
of our field visits are unannounced”. An Israeli company expressed concern
that this tool “may not be culturally acceptable in Israel with emphasis on
agent/broker attitudes about it”.

Finally, a British company provided the comment that “field visits are integral
to good claims management”.

Field claims representatives

The field claims representative brings claims adjudication to a personal level.
While the inside adjudicator is primarily dependent upon forms, written com-
munication, and telephone contact to properly assess disability claims, the field
claims representative uses the spoken word and personal contact to accom-
plish the job. 

Inside and outside claims personnel may use the same claims tools. However,
the inside adjudicator usually selects a tool because file documentation is
incomplete whereas the field claims representative makes that decision on the
basis of observation. For example, the inside adjudicator may request an inde-
pendent medical assessment because the file contains incomplete or conflict-
ing medical information. Field representatives will order the same independent
assessment because, after observing the claimant, they have doubts that the
limitations or restrictions are as severe as they are being led to believe. Like-
wise, inside adjudicators may request surveillance because they can never
reach a claimant by telephone while field representatives will do so because
observation (e.g. grimy hands, work boots) has led them to believe that the
claimant is engaging in physical activities.

In order to succeed as a field claims representative, one should be naturally
inquisitive, should possess the skill to communicate effectively, and should like
to work closely with others. It is also helpful if a person enjoys travelling and
has a good command of contract terminology and interpretation. The actual
training of a new field claims representative is most effectively accomplished
by observing an experienced individual for several days and then being
observed and assessed by that same experienced representative. 

Field visits may be completed by either company employees or by third-party
consultants or vendors. In order to provide the independence necessary to the
work of field claims representatives, they normally report directly to the head
of the claims department. In companies with a number of field claims represen-
tatives, there may be one manager responsible for all field claims activities. A
similar structure is frequently used for rehabilitation activities, but it would be
unusual for the same manager to be responsible for both field claims and
rehabilitation activities.

Many field claims representatives have experience as a claims adjudicator.
They are usually at the same company level and are given the same authority
as a senior adjudicator. If a file is referred to the field solely for the purpose of
gathering information, the field claims representative’s role is to act as the
“eyes and ears” of the adjudicator. If, however, field representatives are ex-
pected to act upon their findings, their assurances and decisions must be bind-
ing on the company. 
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The adjudicator cannot, for example, subsequently override them. The field
claims representative and the adjudicator should have a close working relation-
ship, but it must be understood that, in this case, ownership of a file changes
hands once it has been referred to the field.

Perhaps the most difficult task of the claims manager is to differentiate the
roles of the field claims representative and company employees responsible for
rehabilitation efforts. Both of these individuals are meeting claimants, employ-
ers, and physicians in the field, but the two play very different roles:

– The rehabilitation specialist, while an invaluable asset, has the narrowly
defined purpose of directing a claimant’s rehabilitation efforts and vocational
assessments. Once a file is in the hands of the rehabilitation people, we do
not believe the field claims representative should be involved any longer. 

– The role of the field claims representative is to negotiate with claimants,
employers, and physicians to establish expectations, modify duties, establish
part-time positions, or refer the file to a counterpart in rehabilitation. It is not
part of the job, however, to become engaged in lengthy rehabilitation pro-
jects.

Since field claims representatives are meeting personally with claimants,
employers, lawyers, and physicians, they are, in the eyes of these people, the
insurer. Field claims representatives act as team members with these individu-
als to increase the potential for the claimant’s early return to work. Accordingly,
their relationship with those parties is totally dependent upon the insurance
company delivering on the promises made by its employee.

It is unlikely that a field claims representative will interview all claimants. The
insurer must determine which files will receive priority for field handling. Many
companies place the following types of claims in the categories indicated.

High priority claims

– Suspected fraudulent claim (e.g. claimant is suspected of working while col-
lecting benefits)

– Suspected that “disability” is actually the result of employment problems or
staff cutbacks

– Claim where disability is based on a “soft diagnosis” (e.g. chronic fatigue
syndrome, chronic pain, anxiety, depression, substance abuse)

– Claim which have the potential of being closed within thirty days based on
medical or financial information

– Change in definition about to occur which could change the status of benefit
eligibility

– Claim which has satisfied the elimination period but has not been approved
because of a lack of documentation

– Claim where resolution may be reached by means of a commutation of bene-
fits or an advance payment

Low priority claims

– Inconsistencies or missing information that might affect a claim at some sub-
sequent date

– Claimant never appears to be at home or always communicates by cellular
telephone

– Routine information required concerning occupational duties or medical
status
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– Employer visit as an ongoing service call
– Public relations visit (goodwill visit) to claimant

Field claims are usually divided geographically to allow field claims representa-
tives to organize their schedule effectively. If, for example, a representative
needs to attend to a claim in a given area, he will normally take along several
other files where claimants are located in the same vicinity. This permits him to
handle several claims on the same day, saving on both time and money. 

Insurers differ on their approach to cold calls on claimants (it is usually not pru-
dent to cold call a physician or an employer). We recommend cold calls that
give the field claims representative an opportunity to meet with claimants
when they are least expecting it. Cold calls are frequently made when claims
representatives are in the area on another case. They may make a last-minute
telephone call to the claimant or may simply stop at the claimant’s home and
explain that they were in the area.

We have discussed interviews with employers as part of the role to be played
by the field claims representative. The following are some typical issues that
might be discussed:

– Any reason to believe that the claimant is not disabled
– Any work issues that may have contributed to the disability
– Employer’s opinion concerning the claimant’s motivation to return to work
– Possibility for a gradual return to work
– Possibilities of the employer providing an alternative position if claimant can-

not return to normal duties
– Employer’s agreement to retraining or vocational rehabilitation, if warranted
– Employer’s willingness to supply appropriate ergonomic changes
– Employer’s agreement if claimant decides to accept a commutation of

benefits
– Employer’s agreement to an advance payment programme
– Employer’s support for a denial or discontinuation of benefits

We have discussed interviews with attending physicians as part of the role to
be played by the field claims representative. The following are some typical
issues that might be discussed:

– Period of time that claimant has been limited or restricted
– Current diagnosis using the DSM-IV terminology, if applicable
– Prior episodes
– Treatment plan being followed
– Medication that has been prescribed
– Claimant compliance with treatment plan and prescribed medication
– Physician’s familiarity with the claimant’s occupational requirements
– Ways in which the claimant’s limitations or restrictions interfere with the abil-

ity to perform occupational functions
– Physician’s opinion concerning the claimant’s motivation to return to work
– Any specialists to whom the claimant has been referred
– Value of an independent medical examination
– Value of a functional capacity assessment
– Value of rehabilitation programme
– Prognosis for claimant’s return to work either on a full-time or part-time basis
– Physician’s collaboration in a gradual return to work programme
– Any external circumstances contributing to the incapacity or delaying recovery
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Independent accounting evaluations

For the purposes of this document, an independent accounting evaluation is
defined as “a forensic analysis of a claimant’s financial records by an independ-
ent auditor to verify the accuracy of accounting books and records”. 
It is usually done at the claimant’s place of business by a certified public
accountant with a good knowledge of disability contracts.

With an ever-increasing number of claims for residual disability benefits, over-
head expenses, and buy/sell reimbursements, an understanding and appreci-
ation of complex financial information has become essential. Since most claims
professionals do not have extensive training in the financial field, the industry
has become more dependent upon independent financial evaluations.

An independent analysis is frequently precipitated by a lengthy period of par-
tial disability with no significant increase in the income being generated or by
an increase in expenses during periods of disability. Other triggers may include
the presence of handwritten documentation, severe swings in monthly income
or expenses, or papers that have apparently been altered. 

The primary purposes of such a review include: 

– Establishing pre-disability earnings or prior overhead expenses 
– Determining current earnings and expenses during a period of disability 
– Uncovering all sources of income that may have a bearing on the level of

benefits payable 
– Identifying potential non-disability related reasons for a reduction in income 
– Verifying the accuracy of previously submitted financial statements, tax

returns, and expense documents 

A typical forensic review/audit takes two to three days. The records needed are
requested before the appointment so that the claimant has time to accumulate
and locate the necessary documents. Materials usually requested include: 

– Cash receipts and disbursements journals
– General ledgers
– Bank statements
– Billing records and reports 
– Invoices and receipts for expenses 

The independent auditor will routinely interview the claimant’s accountant in
an effort to better understand the accounting system being used.

Due to cost, independent financial examinations should not be used to take the
place of proper claims administration. If a claim involves straightforward finan-
cial documentation and the necessary documents can be provided through the
mail, a forensic audit is unlikely to be cost effective. However, if a case involves
the review of several years’ worth of documents, a large monthly indemnity, or
potential litigation, an examination may be cost effective to both the claimant
and the insurer.

A recent survey in eight disability markets revealed the following about the use
of independent accounting evaluations:

– This claims tool is used extensively only in Australia (62% of companies),
Canada (100% of companies), and the United States (64% of companies). One
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company in France and two in the United Kingdom reported limited experi-
ence with independent accounting evaluations. There are also indications that
the tool would be culturally acceptable in Israel and South Africa.

– Companies were unanimous that the independent evaluator must be a certi-
fied public accountant with a good understanding of both the disability indus-
try and the provisions of insurance contracts. Most companies (87%) reserve
the use of forensic audits for problematic files. Most of those who do employ
the tool (72%) do so for both residual disability contracts and for business
overhead expense policies. 

All companies expressed a belief that the tool is being used successfully, a
strong majority (81%) stating that it had been “very” successful.

– The primary reason this tool is not used more frequently may be the type of
disability contracts available in various markets. Unless companies experi-
ence a significant number of claims with residual disability benefits or with
business overhead expense reimbursements, it is unlikely that the need for
independent accounting evaluations would arise.

Telephone claims inquiries

For the purposes of this document, a telephone claim inquiry is defined as “an
inexpensive way to communicate with insureds in order to inquire about their
disability and to secure any pertinent information that can be obtained through
a telephone call”.

Proper use of the telephone may be the most underdeveloped skill available to
the claims professional. Although most disability insurers encourage their
claims staff to use the telephone more frequently, there seems to be a natural
reluctance to do so. Since the advent of downsizing, however, claims depart-
ments have begun to realize how efficient and effective this tool can be in the
adjudication of disability claims.

Telephone contact with claimants, employers, and attending physicians during
the early stages of disability establishes a rapport among all parties involved
and allows the claims professional to begin to manage expectations. Routine
calls also make it obvious that the situation is being monitored and that the
insurance carrier is interested in the claimant’s progress towards recovery and
return to gainful employment.

Telephone communication is valuable in clarifying conflicting documentation
and in promoting a positive public image. It also affords the claimant an oppor-
tunity to ask questions about the coverage and allows the insurer to stay
abreast of the claimant’s progress towards recovery. Regular contact enhances
understanding and cooperation among all parties concerned. 

A recent survey in eight disability markets revealed the following about the use
of telephone claims inquiries:

– 78% of respondents indicated some experience with this tool, with 63%
reporting routine use and an additional 15% stating that it is employed occa-
sionally. There are indications that the tool is culturally acceptable in all mar-
kets with the possible exception of the Netherlands.
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– A minority of companies (46%) attempt to make telephone contact with all
disability claimants while the others (54%) do so only on problematic files.
The criteria used by companies in the latter category include the need to clar-
ify claims documentation, random samples, and public relations. One British
company attempts to reach claimants during working hours if there are suspi-
cions that they may have returned to their place of employment.

– Once telephone contact has been initiated, 67% of respondents expect claims
adjudicators to maintain regular telephone communication. 69% of com-
panies believe their telephone inquiry programmes are operating on a “very
successful” basis.

– One Australian company noted that “this tool should be used more but is
constrained by lack of human resources and staff training”. A Canadian com-
pany observed that “this tool is valuable in attempting to manage expect-
ations and to get claimants focused on a return-to-work plan”. A British com-
pany believes that “adjudication has become more efficient since fewer
letters need to be sent”.
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7  ANCILLARY BENEFITS

Waiver-of-premium claims

Most disability insurance contracts provide for the insurer to waive premium
payments during periods of disability. Some policies require a minimum period
of disability (usually 90 days) before premiums will be waived. The definition of
disability used to evaluate waiver-of-premium benefits is congruous with that
used for disability benefits. Since claims documentation is already being
assessed to determine benefit eligibility, a separate appraisal is not required to
approve the waiver-of-premium benefit. Premiums are typically waived so long
as disability benefits are being paid.

Insurers differ in their approach in continuing to waive premium payments
after the maximum benefit period for disability benefits has been reached.
Some carriers resume the collection of premiums when disability benefits
cease. Others continue to waive premiums so long as the claimant remains dis-
abled. In the latter case, the onus is placed on the insured to notify the carrier
and resume premium payments when disability ceases to exist. If the policy-
holder fails to do so, the disability coverage lapses for non-payment of pre-
mium.

Accidental dismemberment claims

Disability contracts sometimes provide accidental dismemberment coverage in
addition to the monthly disability benefit. The benefit is typically payable for
loss of sight or severance of one or more limbs (typically above the wrist or
ankle). The benefit may be payable in the form of a lump sum upon proof of
the covered loss. In this case, the benefit is frequently some multiple of the
monthly disability benefit. Alternatively, the accidental dismemberment benefit
may be paid in addition to the basic disability benefit. In the latter instance, the
benefit is frequently expressed as a percentage of the basic benefit. 

Presumptive disability claims

A less common benefit pays for presumptive disability. Under specific circum-
stances, the monthly disability benefit becomes payable even if disability does
not exist. The situations are usually limited to loss of sight, loss of speech, and
loss of use of two or more limbs. Although insureds may continue to work,
they are presumed to be disabled and benefits will be paid. 
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8  THE MAKING OF A DISABILITY CLAIMS PROFESSIONAL

Many disability insurers inquire into what attributes are desirable in a claims
professional. Although these individuals may originate from a multitude of
backgrounds, the most competent ones all seem to possess certain personal
characteristics, the most important of which is common sense. Due to the
nature of the adjudication process, claims professionals are frequently required
to act on the basis of incomplete information. They also have to keep a close
eye on the cost effectiveness of any potential investigation, independent exam-
ination, or rehabilitation assessment. Many of their conclusions will necessarily
be based on intuition. Accordingly, the more common sense they display, the
more effective their judgements are apt to be.

The disability claims professional should also demonstrate consistency, com-
passion, mental toughness, flexibility, and an aptitude for careful analysis. Con-
sistency in handling claims is of the utmost importance. Premium rates are
established using a given set of assumptions, including anticipated liabilities. If
the claims payment function becomes erratic, those expectations are not apt to
prove valid. Furthermore, an insurer has an obligation to deal with all of its
clients in an even-handed manner. If the claims professional becomes incon-
sistent in the approach to adjudication, this responsibility will not be met.

To suggest that one should exhibit both compassion and mental toughness
may appear to be inconsistent, but such is the case. Many of the individuals
with whom the claims professional deals will be dependent upon disability
benefits to meet their daily financial obligations. Compassion and understand-
ing must be shown in such dealings, and careful consideration should be given
to factors that weigh in favour of providing benefits. After all, disability insurers
are in business to pay all valid claims. Conversely, mental toughness is essen-
tial to allow claims professionals to separate fact from fantasy or fabrication.
They cannot allow sympathy for the claimant’s circumstances to influence
appropriate claims judgements.

Flexibility is vital since no two disabilities are identical. Although claimants
may be of a similar age, engage in the same occupation, and suffer from the
same malady, their circumstances will differ in some way. Claims professionals
must always keep this fact in mind. Otherwise, they begin to categorize
claimants, overlook significant details, and risk losing the objectivity necessary
to properly evaluate the merits of the individual claim. 

An analytical and inquiring mind is an obvious asset in the appraisal process.
Most of the actual evaluation is accomplished by gathering morsels of informa-
tion from various written documents, arranging and rearranging those pieces
of data until a picture begins to emerge, and then beginning to form an opinion
on the validity of the claim. Each and every detail needs to be examined for
clues that allow claims professionals to better understand the entire situation.
Likewise, they are well advised to question any inconsistencies or gaps in the
information provided. Finally, they should not be reluctant to seek additional
particulars from any available source.

Any individual possessing all or most of the above-mentioned characteristics is
a viable candidate for the position of disability claims professional. The know-
ledge required to adjudicate claims competently can be learned through appro-
priate industry courses and company training programmes. However, candi-
dates must first familiarize themselves with the wide range of disability
contracts available. The company’s intent when composing various provisions,
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current industry practices and interpretations, and the legal ramifications of
applying those provisions, will all need to be understood. Claims professionals
do not need a law degree, but they should understand the legal environment in
which they are expected to operate.

Likewise, they do not require a medical degree, but claims professionals should
have a working knowledge of anatomy and fundamental medical terminology.
They will be dealing with physicians on a regular basis and will be expected to
comprehend the jargon these people employ. Claims professionals will also be
required to evaluate the occupational limitations imposed by a given medical
condition.

Furthermore, it is imperative that claims professionals be taught effective oral
and written communication skills. They will be speaking to professionals on a
daily basis in an attempt to either gather relevant information or to justify pos-
itions taken in response to claims submissions. They will be writing letters to
claimants, employers, lawyers, and physicians for the same reasons. Their effi-
ciency and effectiveness will suffer if they are incapable of expressing them-
selves in a clear and concise way. 

An assessor’s expertise will come from a combination of professional know-
ledge and experience. It is also vitally important to keep track of economic
trends and developments (economic slumps, layoffs, the activities of insurance
fraud rings and strikes involving certain occupational groups). Years of experi-
ence and the guidance of a skilled “mentor” will teach an assessor exactly
when and why to question the legitimacy of a claim and how to deal with less
obvious aspects such as claimants’ ability to cope with their new lifestyle. Com-
petence in claims adjudication can be taught; to excel, however, requires years
of experience, dedication to the profession, and a willingness to learn and
adapt to an ever-changing environment.

Measuring the job performance of a claims professional involves both quantita-
tive and qualitative analysis. Most insurers measure both adjudicators and field
claims representatives on the basis of such items as caseloads, time standards,
number of terminations, referrals (to field claims representatives, rehabilitation
counsellors), and lack of complaints. Of equal or greater importance, however,
is the quality of the work being completed. There needs to be ongoing assess-
ment of claims professionals’ contract knowledge, their claims judgements,
their timely and appropriate use of a variety of claims tools, and their ability to
communicate decisions to those affected by them (policyholders, claimants,
physicians, lawyers). 

In order to ensure an adequate picture of the qualitative nature of the claims
professional’s job, it is imperative that a formal review of files be completed on
a regular basis and that accurate records kept. The reviewing function should
be completed either by department management, by a reinsurer, or by an inde-
pendent source. Through observation, department management should also
evaluate each claims professional on communication and negotiation skills.
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9  MEASURING RESULTS

The goal of any disability insurer is to manage its business in a profitable man-
ner. Efficient and equitable claims handling and effective claims controls both
play a major role in achieving this objective. 

Reviews

One of the most important and widely used controls is a technical claims
review by department management. A random sample of claims files will be
evaluated for adherence to the insurance contract involved, the quality of the
claims assessment, the consistency in judgements, the accuracy and timeliness
of payments made, and the quality of correspondence to claimants, employers,
and outside providers. If regional offices are involved, an attempt should be
made to determine the consistency of quality among offices. When questions
arise, the claims professional involved should be given the opportunity to
explain and justify any action taken on an exceptional basis.

A claims management review is a more complex process and is normally
undertaken by senior management. An assessment will be made on the quality
of training being provided to claims personnel, the return on monies being
spent for investigative, medical, and rehabilitation reports, the positioning of
the company claims department vis-à-vis other companies, and the quality of
managerial and budgetary decisions.

Claims reports

The claims department generates many of the statistics and studies used in
assessing an insurer’s profitability. Corporate management will usually want to
know, on a monthly basis, the volume of open claims, the number of new
claims presented, the number of claims closed, and the sum of payments
made. In some companies, a monthly incurred loss ratio (total payments made
plus changes in the disabled life reserve divided by premium income minus
changes in the active life reserve) is also calculated.

While the above-mentioned reports are adequate to spot short-term trends,
detailed studies are required on an annual basis. There are a number of
methods used to analyse experience on a block of business, each valuable in
its own way. The computation of a yearly loss ratio will provide a quick picture
of the previous twelve months’ experience. Unfortunately, it does not reveal
the reasons for the results, nor does it address the problem areas. More in-
depth analyses are obviously necessary to adequately manage a disability
portfolio.

A more definitive analysis can be realized by measuring the frequency of claim
and the duration of claim at various attained ages and elimination periods. One
would expect the rate of disability (frequency of claim) to increase with attained
age and to be higher at the lower elimination periods. As individuals get older,
they are more subject to periods of disability and the shorter the elimination
period, the earlier individuals qualify for benefits.

By comparing the rate of newly reported claims for a number of consecutive
years, an insurer can spot possible warning signs which would lead to a deteri-
oration in its block of business.
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A second model frequently used analyses the duration of disability by studying
termination rates by year of incurred claims. Again, logic dictates that the older
a claimant at the onset of disability, the longer the duration of claim, since
recovery tends to be slower at older ages. However, a sudden increase in dura-
tion of claim should alert an insurer to a potential problem.

Even when the results from these two models appear to be favourable, most
disability insurers conduct one further test. The actual frequency of claim and
the actual rate of termination are tested against those assumed at the time that
the product was priced. The comparison of actual to expected figures in each
case may reveal areas where the pricing assumptions should be modified
when pricing new products or when making rate adjustments in existing ones.
Unfortunately, due to the multiplicity of combinations of age, sex, occupational
class, elimination period, benefit period, and definition of disability, these
results are often difficult to calculate. Since there may not be sufficient
amounts of business in each cell, the credibility of the results may also be 
open to question.

It should be noted that changes in the environment can affect claims experi-
ence. A number of studies have shown that such things as economic cycle,
occupational risk, and sex may influence both the rate and the duration of dis-
ability. Interestingly, these factors appear to have a greater impact on the inci-
dence rate than on the duration of claim. Additional factors that are commonly
believed to have an impact on incidence include the level of available benefits,
the success of a self-employed business and job satisfaction. Insofar as the sex
of the claimant is concerned, females tend to experience a superior mortality
rate, males are less inclined to become disabled and are more apt to recover
quicker.
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10  CLAIMS DISPUTES

Consumers sometimes accuse insurance companies of allowing claims dis-
putes to be settled by the courts, using cost and long delays as weapons in try-
ing to force claimants to settle for discounted amounts. They further accuse
insurers of proposing settlements just prior to the case being heard in an effort
to prevent unwanted precedents and extra-contractual damages. Insurance
companies regard such accusations as unfounded.

In fact, courts often penalize insurance companies heavily, and most insurers
see taking legal action as detrimental to their image. Most major disability
insurers have established elaborate internal procedures to review unfavourable
adjudication decisions before they are communicated to the claimant. Senior
claims professionals, medical consultants, and company lawyers may be asked
for an opinion when a denial of benefits is being considered. Underwriters
would undoubtedly be involved in any decision to rescind coverage.

Additional measures are frequently instituted to accommodate appeals from
claimants. Some companies use a Claims Committee to review all such appeals
while others may request the assistance of outside legal counsel. Every effort is
made to resolve the issue in an amicable manner.

When, however, disputes reach an impasse, it may become necessary to
engage the services of a third party. Some jurisdictions have appointed govern-
ment officials, called ombudsmen, to assist in the resolution of claims disputes.
Some common functions of these bureaucrats are described as “conciliating
between an insured and the insurer” and “adjudicating in relation to a dispute
between insured and insurer”. These definitions can accurately be described as
mediation and arbitration.

If an ombudsman is not available, the tools of arbitration and mediation are
often accessible through the legal system. Either is usually more timely and
more cost effective than resolution through litigation. 
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11  MUNICH RE’S SERVICE

Munich Re would be pleased to provide additional information and assistance
in conjunction with the handling of disability claims to interested companies.
Specifically, Munich Re can be of assistance in the following areas:

– Designing claims forms and questionnaires
– Drafting of standard policy conditions and terms
– Workshops or individual training for claims assessors
– Review (audit) of a company’s disability claims-handling process

Interested companies should contact their Munich Re representatives for fur-
ther information.
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12  COMMON DEFINITIONS

The following are some definitions commonly used in disability contracts:

Concurrent disability

is “the presence of two or more simultaneous causes of disability”.

Death benefit

is “the amount payable to the insured’s estate if death occurs while disability
benefits are being paid”.

Deferred period

is “the number of days following the onset and the subsequent continuance of
disability, during which no benefits accrue”. See also “Elimination period” and
“Waiting period”.

Elimination period

is “the number of days following the onset and the subsequent continuance of
disability, during which no benefits accrue”. See also “Deferred period” and
“Waiting period”.

Expiry date

is “the predetermined date on which coverage under a disability policy
ceases”.

Exclusion

is “a specific reason for which benefits will not be paid even though disability
exists”.

Full-time employment

is “the minimum number of weekly hours’ work required to qualify for
disability coverage”.

Income replacement coverage

is “insurance coverage designed to replace a portion of the insured’s income 
in the event of disability”. The definition of disability will be contained in the
contract of insurance.

Integration of benefits

is “offsetting all or a portion of the monthly disability benefit when the
claimant qualifies for disability benefits under specified government plans or
other private disability coverages”.

Injury

is “accidental bodily harm that occurs while this policy is in force”.

Maximum benefit period

is “the longest period of time for which benefits are payable for any one
disability”.

Monthly benefit

is “the amount payable during periods of total disability”.

Monthly earned income

is “income earned during the month for personal services in the performance
of an occupation, after deductions for normal and customary business ex-
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penses but before deduction of any income taxes. It will be calculated using the
accrual accounting method and will include salary, wages, bonuses, commis-
sions, and fees. It will not include income for government plans, investment,
rent, royalties, pensions, annuities, deferred compensation, or other forms of
income that do not depend upon the insured’s ability to engage in an occupa-
tion”.

Overhead expense coverage

is “insurance coverage designed to replace all or a portion of the insured’s
business expenses in the event of disability”. The definition of disability and
the eligible expenses will be contained in the contract of insurance.

Partial disability (time and duties)

is “the inability, due to sickness or injury, to perform one or more of the sub-
stantial duties of the insured’s occupation or the inability to perform the sub-
stantial duties of the insured’s occupation for more than one-half the usual
period of working time”.

Partial disability (residual)

is “the ability to perform the substantial duties of the insured’s occupation but
at a level which, due to sickness or injury, results in a given percentage (e.g. at
least 20%)”.

Physician

is “a qualified medical doctor (other than the insured, his/her spouse, relative,
or business partner) who gives medical care within the scope of his/her
licensed authority”.

Presumptive disability

is “the payment of disability benefits for the total loss of use of both hands, or
of both feet, or of one hand and one foot, or the total loss of hearing in both
ears, or sight in both eyes or speech. Benefits will be payable for as long as the
loss of use continues regardless of activity in any gainful occupation”.

Recovery benefit

is “the amount payable to the insured following a period of disability of a
specified length”.

Recurrent disability

is “a second period of disability resulting from the same or related causes that
occur within a specified period after the first period of disability ends (usually
six to twelve months)”.

Regular care (of a physician) 

is “consultation or treatment by a physician that is appropriate in nature and
frequency for the condition causing disability”.

Regular occupation

is “the gainful occupation or occupations in which the insured is engaged at
the onset of disability”.

Sickness

is “a disease that first manifests itself while the policy of insurance is in force”.

Survivor benefit

is “the amount payable upon the death of a disability claimant”.
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Total disability – own occupation

is “the inability, due to sickness or injury, to perform the substantial duties of
the insured’s own occupation”. 

It is irrelevant whether the insured is actually employed in an occupation other
than his/her pre-disability regular occupation. This clause is sometimes called a
true own occupation definition.

Total disability – regular occupation 

is “the inability, due to sickness or injury, to perform the substantial duties of
the insured’s regular occupation provided he/she is not employed in any other
occupation for remuneration or profit”. 

Although the insurer cannot force a claimant to return to alternative employ-
ment, benefits will cease if he/she chooses to do so.

Total disability – any occupation

is “the inability, due to sickness or injury, to perform the substantial duties of
any gainful occupation for which the insured is reasonably fitted by occupation,
training, or experience”.

Under this definition, the insurer can terminate benefits if it can show that the
claimant is capable of returning to alternate employment regardless of whether
he/she actually does so.

Waiting period

is “the number of days following the onset and the subsequent continuance of
disability, during which no benefits accrue”. See also “Deferred period” and
“Elimination period”.

Waiver of premium

is ”refunding or relinquishing the right to collect premiums during a period of
disability”. The benefit usually becomes available after ninety days of consecu-
tive disability.
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13  SAMPLE POLICY CONDITIONS

Premiums

All premiums are payable to the insurer in advance. The first premium is
payable on the policy date and subsequent premiums are payable periodically
until the expiry date according to the mode of premium payment selected.

This policy may be continued beyond the expiry date in accordance with the
policy continuance after age 65 provision.

Premiums may be paid annually, semi-annually, or monthly via direct debit.

The payment of any premium will not keep this policy in force beyond the next
premium due date except as described in the grace-period provision. If any pre-
mium is not paid when due, this policy will lapse and the insurer’s liability to
pay the monthly benefit will cease.

Grace period 

A grace period of 31 days will be allowed for the payment of each premium
due, except for the first. This policy remains in force during the grace period.

Reinstatement 

If this policy lapses, it may be reinstated subject to the following conditions:

a) Payment of all overdue premiums
b) Payment of any expenses of interest as required by the insurer
c) Receipt and approval of an application for reinstatement, and any evidence

of insurability that the insurer may require

The reinstated policy will not provide benefits for any disability resulting from
sickness that begins less than ten days after the reinstatement date. Otherwise,
the insured and the insurer will both have the same rights under this policy as
they had immediately before the due date of the first defaulted premium, sub-
ject to any modifications to this policy in connection with the reinstatement.

Policy continuance after age 65

From age 65 to age 75, at each policy anniversary the insured has the right to
continue this policy, if
a) the policy is in force;
b) the insured is actively and gainfully employed on a full-time basis; 
c) the insured submits a written application to the insurer within 30 days of the

policy anniversary.

If the insured elects to continue the policy, it will have the same exceptions as
this policy, and the elimination period must be satisfied with consecutive days
of disability.

Premiums payable will be based on your attained age and the table of rates in
use by the insurer on the premium due date. That table of rates may be
changed without notice, but the change will only apply to premiums that
become due after the effective date of the change.

The maximum benefit period that commences while the policy is continued
under this provision will be 24 months, or the period shown in the policy
schedule, whichever is less.
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This policy will terminate when the insured ceases to be actively and gainfully
employed on a full-time basis.

Currency

All amounts payable to the insurer or by the insurer under this policy are
payable in (designate the appropriate currency).

Incontestable

The insurer will not contest the validity of the statements contained in the
application for insurance or application for reinstatement if two years have
passed since the issue of reinstatement of the policy. However, the policy is
contestable in the case of fraud or misstatement of age, sex, or smoking habits,
of if a claim arises that begins within those two years.

Misstatement of age or sex

If the insured’s age or sex has been misstated, the benefits payable will be
those that the premium would have purchased at the correct age and sex. If, at
the correct age and sex, the policy either would not have been issued, or would
have terminated or expired, then the insurer will be liable only for the refund of
all premiums paid (except for premiums paid in respect of the period of time
that the policy was validly in force).

Payment of claims

All benefits will be paid to the insured, and any benefits unpaid at death are
payable to the insured’s estate. If benefits are payable to the estate, the insurer
may pay benefits of up to e.g. US$ 2,000 (figure should be adopted to the local
situation) to any relative by blood or marriage, or to any person that the insurer
considers to be equitably entitled to the benefits. The insurer will be discharged
to the extent of any such payment in good faith.

The contract

This policy, the application, any document attached to this policy when issued,
and any amendment to the contract agreed upon in writing after the policy is
issued, constitute the entire contract and no agent has the authority to change
or waive any of its provisions.

Waiver 

The insurer shall be deemed not to have waived any condition of this contract,
either in whole or in part, unless the waiver is clearly expressed in writing and
signed by an authorized representative of the insurer.

Copy of application

The insurer shall, upon request, furnish to the insured or to a claimant under
the contract a copy of the application.

Material facts

No statement made by the insured or person insured at the time of application
for this contract shall be used in defence of a claim under or to avoid this con-
tract unless it is contained in the application or any other written statements or
answers furnished as evidence of insurability.

Notice and proof of claim

The insured or a person insured, or a beneficiary entitled to make a claim or an
agent of any of them, shall
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a) personally deliver or send by registered mail written notice of claim(s) to the
insurer at the head office of the chief agency in the appropriate jurisdiction,
or personally deliver said written notice of claim(s) to an authorized agent of
the insurer in the appropriate jurisdiction not later than 30 days from the
date a claim arises under the contract on account of an accident, sickness, 
or disability;

b) within 90 days from the date a claim arises under the contract on account of
an accident, sickness or disability, furnish to the insurer such proof as is rea-
sonably possible in the circumstances of the happening of the accident, of
the commencement of the sickness or disability, and the loss occasioned
thereby, the right of the claimant to receive payment, his/her age, and the
age of the beneficiary if relevant; and

c) if so required by the insurer, furnish a satisfactory certificate as to the cause
or nature of the accident, sickness, or disability for which claim may be
made under the contract and as to the duration of such disability.

Failure to give notice or proof

Failure to give notice of claim or furnish proof of claim within the time pre-
scribed by this provision does not invalidate the claim if the notice or proof is
given or furnished as soon as reasonably possible, and in no event later than
one year from the date of the accident or the date a claim arises under the con-
tract on account of sickness or disability if it is shown that it was not reason-
ably possible to give notice or furnish proof within the time so prescribed.

Forms for proof of claim

The insurer shall furnish forms for proof of claim within 15 days after receiving
notice of claim, but where the claimant has not received the forms within that
time, he/she may submit his proof of claim in the form of a written statement
of the cause or nature of the accident, sickness or disability giving rise to the
claim and of the extent of the loss.

Rights of examination

As a condition precedent to recovery of insurance monies under this contract,
– the claimant shall afford to the insurer an opportunity to examine the person

of the person insured when and as often as it reasonably requires while the
claim hereunder is pending; and 

– in the case of death of the person insured, the insurer may require an autopsy
subject to any law of the applicable jurisdiction relating to autopsies.

When monies payable other than for loss of time

All monies payable under this contract, other than benefits for loss of time,
shall be paid by the insurer within 60 days after it has received proof of claim.

When loss of time benefits payable

The initial benefits for loss of time shall be paid by the insurer within 30 days
after it has received proof of claim, and payment shall be made thereafter in
accordance with the terms of the contract but not less frequently than once
each succeeding 60 days while the insurer remains liable for the payments if
the person insured, when required to do so, furnishes evidence of continuing
disability.

Limitation of actions

An action or proceeding against the insurer for the recovery of a claim under
this contract shall not be commenced more than one year after the date the
insurance money became payable or would have become payable if it had
been a valid claim.
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Sample forms



ATTACHMENT NO.  1 Proof of disability – Claimant’s statement
ATTACHMENT NO.  2 Proof of disability – Physician’s statement
ATTACHMENT NO.  3 Proof of disability – Employer’s statement – 

Group DI claims
ATTACHMENT NO.  4 Supplementary statement of disability – 

Claimant’s statement
ATTACHMENT NO.  5 Supplementary statement of disability – 

Physician’s statement
ATTACHMENT NO.  6 Professional overhead expense statement
ATTACHMENT NO.  7 Statement of pre-disability income
ATTACHMENT NO.  8 Statement of post-disability income
ATTACHMENT NO.  9 Financial authorization
ATTACHMENT NO. 10 Individual disability claim checklist
ATTACHMENT NO. 11 Group disability claim checklist
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Proof of disability – Claimant’s statement Attachment No. 1

Name of claimant: Policy number(s): 

Address: 

Date of birth: Date of disability: 

Male Female Telephone number: 

If disability is the result of an accident, state where and how it occurred: 

If litigation is pending, provide name, address, and telephone number of your lawyer: 

If disability is the result of a sickness, state nature of illness and give date symptoms first developed:

Have you ever had the same or a similar condition? Yes No 

If yes, state when and describe: 

Date last worked: Are you still totally disabled? 

Type of employment in which you are engaged: 

Have you been able to perform any work since the onset of disability? 

When do you expect to return to work? 

Level of education and date completed: 

Other special training: 

Please provide name(s) and address(es) of all medical practitioners who have treated you during your current
disability and all date(s) of such treatment:

Name(s) of physicians Address(es) Date(s) of treatment
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Proof of disability – Claimant’s statement Attachment No. 1 (continued)

Please provide name(s) and address(es) of all hospital(s) in which you were treated during your current dis-
ability and all date(s) of such treatment:

Name(s) of hospital(s) Address(es) Date(s) of treatment

If you have any other insurance that provides disability benefits, please give name of company(ies) and policy
number(s): 

Earnings as of date of disability: 

Claimant’s verification

I certify that the above statements are true and complete to the best of my knowledge. 

Date: Claimant’s signature: 
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Proof of disability – Physician’s statement Attachment No. 2

Name of patient: Date of birth: 

Address of patient: 

Policy number(s): 

Attending physician’s statement

1 Medical history

Date symptoms first appeared or accident occurred: 

Date patient ceased to work because of incapacity: 

Has patient ever had the same or a similar condition? Yes No Don’t know 

If yes, please state when and describe: 

Is injury or sickness due to patient’s employment? Yes No Don’t know 

If diagnosis is pregnancy, give expected date of delivery: 

Please provide name(s) of any consultant/specialist seen: 

Patient’s current height: Patient’s current weight: 

2 Diagnosis

Primary diagnosis: 

Additional conditions or complications: 

Subjective symptoms (including severity and frequency): 

Findings (please enclose a copy of current x-rays, ECGs, laboratory findings, and any clinical findings):

3 Physical capacity

Describe functional capabilities and provide time limits, if any:

Sitting Standing Walking 

Lifting Carrying Bending 
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Proof of disability – Physician’s statement Attachment No. 2 (continued)

4 Treatment dates

Date of first visit for current condition: 

Date of most recent visit: 

Frequency of visits Weekly Monthly Other (specify): 

5 Nature of treatment

Medications (including prescribed dosages): 

Surgeries (completed or anticipated): 

Other: 

Is patient following recommended treatment? Yes No (please elaborate) 

6 Cardiac (if applicable)

Please forward copies of exercise stress test, angiogram, or other relevant documentation.

Functional capacity (as defined by the New York Heart Association):

Level 1 (no limitation): Level 2 (mild impairment): 

Level 3 (moderate impairment): Level 4 (severe impairment): 

Last three blood pressure readings (indicate dates):

7 Progress

Has patient          Recovered Improved Not improved Retrogressed 

8 Mental/nervous impairment (if applicable)

Precipitating chronological events: 

Pre-morbid personality: 

Relevant current dynamics: 

Changes in ADL habits: 

Progress with treatment plan: 
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Proof of disability – Physician’s statement Attachment No. 2 (continued)

Are patient’s symptoms due to drug or alcohol abuse? Yes No 

If yes, is patient enrolled in a substance abuse programme? Yes No 

If yes, state facility: 

9 Restrictions

What precisely is preventing your patient from returning to work? 

10 Prognosis

Prognosis for medical recovery: 

Other factors affecting recovery: 

11 Rehabilitation

Is patient a suitable candidate for medical rehabilitation services? Yes No 

Is patient a suitable candidate for vocational rehabilitation? Yes No 

Remarks

Please provide any comments or pertinent details that you think would be helpful in adjudicating your patient’s
claim for disability benefits: 

Name of attending physician (please print): 

Specialist field: Telephone number: 

Address of attending physician: 

Date: Signature: 
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Proof of disability – Employer’s statement Attachment No. 3

(for use with group disability claims)

Policy number: Division: Class: 

Policyholder’s name: Location: 

Name of employee: Date of birth: 

Employee number: Insurance certificate number: 

Employment history 

Job title: Date of employment: 

Employment status (full-time, part-time, other): 

Coverage date: Date last worked: 

Number of hours worked daily: Date premiums last paid: 

Salary/Wages (hourly, weekly, bi-weekly, monthly, semi-monthly, annually): 

Is the current absence due to an occupational accident or sickness? Yes No 

Has the employee worked during any portion of the qualifying period? Yes No 

Has employee been terminated? If so, on what date: 

Benefit information

Have any of the following benefits been paid since last day worked?

Salary continuance From To Sick leave From To 

Vacation From To Other From To 
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Proof of disability – Employer’s statement Attachment No. 3 (continued)

(for use with group disability claims)

Immediate supervisor’s statement

Prior to leaving work, was there a change in the employee’s performance? Yes No 

Was this change discussed with the employee? Yes No 

If the employee could return to modified work, would it be available? Yes No 

Occupational demands

Employee’s job title on last day worked: 

How long had the employee been in this position? Years: Months: 

List the top five duties of this position showing hours per week or percentage of time spent on each

Duty Time/Percentage

1

2

3

4

5

Work environment

Which of the following work conditions are encountered in the performance of the employee’s job?

Condition Hours/Day Condition Hours/Day

Extreme heat or cold Outside work

Dampness or humidity Toxic fumes

Dust or unventilated Hazardous machinery

Loud noises Heights
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Proof of disability – Employer’s statement Attachment No. 3 (continued)

(for use with group disability claims)

Physical demands

Indicate which of the following activities, including frequency, form part of the employee’s job:

Requirement Frequency

Lift over 25 kg Never Occasionally Frequently Continuously 

Lift 10–25 kg Never Occasionally Frequently Continuously 

Lift 5–10 kg Never Occasionally Frequently Continuously 

Lift 2–5 kg Never Occasionally Frequently Continuously 

Lift under 2 kg Never Occasionally Frequently Continuously 

Carry over 25 kg Never Occasionally Frequently Continuously 

Carry 10–25 kg Never Occasionally Frequently Continuously 

Carry 5–10 kg Never Occasionally Frequently Continuously 

Carry 2–5 kg Never Occasionally Frequently Continuously 

Carry under 2 kg Never Occasionally Frequently Continuously 

Requirement Hours/Day Requirement Hours/Day

Sitting Standing

Walking Driving

Requirement Times/Day Requirement Times/Day

Climbing stairs Reach above shoulder level

Climbing ladders Reach at shoulder level

Squatting Reach below shoulder level

Bending Crawling/Kneeling
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Proof of disability – Employer’s statement Attachment No. 3 (continued)

(for use with group disability claims)

Manual dexterity

Requirement Frequency

Simple grasping (right hand) Never Occasionally Frequently Continuously 

Simple grasping (left hand) Never Occasionally Frequently Continuously 

Pushing/Pulling (right hand) Never Occasionally Frequently Continuously 

Pushing/Pulling (left hand) Never Occasionally Frequently Continuously 

Fine manipulation (right hand) Never Occasionally Frequently Continuously 

Fine manipulation (left hand) Never Occasionally Frequently Continuously 

Emotional/Psychological elements

Does the job require the employee to do any of the following:

Requirement

Interact with others Yes No 

Supervise others Yes No How many? 

Number supervised Yes No 

Work on pre-scheduled activities Yes No 

Make decisions/Solve problems Yes No 

Provide customer service Yes No 

Handle client complaints Yes No 

Set own work schedule Yes No 

Handle confidential information Yes No 

Meet rigid deadlines Yes No 
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Proof of disability – Employer’s statement Attachment No. 3 (continued)

(for use with group disability claims)

Remarks

Please provide any comments or pertinent details that you think would be helpful in adjudicating your employ-
ee’s claim for disability benefits: 

Declaration

I hereby declare that the above statements concerning our employee’s job are true and accurate to the best of
my knowledge.

Name of company representative (please print): 

Title: Telephone number: 

Date: Signature: 

53

Sample formsMunich Re  Disability Income Insurance



Supplementary statement of disability – Claimant’s statement Attachment No. 4

Name of claimant: Policy number(s): 

Address: 

Date of birth: Date of disability: 

Male � Female � Telephone number: 

If litigation is pending, provide name, address and telephone number of your lawyer: 

Date last worked: Are you still totally disabled? 

Type of employment in which you are engaged: 

Have you been to your place of employment since the onset of disability?  Yes No 

If yes, for how long and for what purpose? 

If no, when do you expect to return to work? 

Please provide name(s) and address(es) of all medical practitioners who have treated you since your last
report, as well as all date(s) of such treatment:

Name(s) of physicians Address(es) Date(s) of treatment

Please provide name(s) and address(es) of all hospital(s) in which you were treated since your last report, 
as well as all date(s) of such treatment:

Name(s) of hospital(s) Address(es) Date(s) of treatment
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Supplementary statement of disability – Claimant’s statement Attachment No. 4 (cont.)

If you have any other insurance that provides disability benefits, please give name of company/ies and policy
number(s):

Earnings as of date of disability: 

Claimant’s verification

I certify that the above statements are true and complete to the best of my knowledge. 

Date: Claimant’s signature: 
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Supplementary statement of disability – Physician’s statement Attachment No. 5

Name of claimant: Policy number(s): 

Address: 

Date of birth: Date of disability: 

Male � Female � Telephone number: 

1 Current diagnosis

Primary diagnosis: 

Additional conditions or complications: 

Subjective symptoms (including severity and frequency): 

Findings (please enclose a copy of current x-rays, ECGs, laboratory findings and any clinical findings):

2 Treatment dates

All dates of treatment since last report: 

Frequency of visits Weekly: Monthly: Other (specify): 

3 Nature of current treatment

Medications (including prescribed dosages): 

Surgeries (completed or anticipated): 

Other: 

Is patient following recommended treatment? Yes No (please elaborate)         

4 Progress (since last report)

Has patient Recovered Improved Not improved Retrogressed 

5 Restrictions

What precisely is preventing your patient from returning to work? 
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Supplementary statement of disability – Physician’s statement Attachment No. 5 (cont.)

6 Prognosis

Prognosis for medical recovery: 

Other factors affecting recovery: 

7 Rehabilitation

Is patient now a suitable candidate for medical rehabilitation services? Yes No 

Is patient now a suitable candidate for vocational rehabilitation? Yes No 

Remarks

Please provide any comments or pertinent details that you think would be helpful in adjudicating your patient’s
claim for disability benefits: 

Name of attending physician (please print): 

Specialist field: Telephone number: 

Address of attending physician: 

Date: Signature: 
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Professional overhead expense statement Attachment No. 6

Name of claimant: Policy number(s): 

Address: 

Date of birth: Date of disability: 

Male Female Telephone number: 

At the present time my share of the business overhead expenses actually incurred in the operation of my busi-
ness or the practice of my profession is as follows:

Rent or taxes and mortgage interest (tick as appropriate) 

Electricity

Telephone

Heat

Water

Postage

Business launderings

Depreciation for owned business equipment and premises

Employee salaries (excluding members of my own profession):

Name of employee: Position: 

Name of employee: Position: 

Name of employee: Position: 

Professional association dues

Accounting services
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Professional overhead expense statement Attachment No. 6 (continued)

Other regular overhead expenses (please itemize)

1) 

2) 

3) 

4) 

Total monthly expenses

The above is a true statement of my share of normal and customary business overhead expenses incurred for 

the month of as supported by bills and records attached.

Date: Signature: 
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Statement of pre-disability income Attachment No. 7

Name of claimant: Policy number(s): 

Address: 

Date of birth: Date of disability: 

Pre-disability average monthly income activity

Calculated from to 

Category of income (*) Time spent each month Income per month
(average number of hours)

(*) List all the principal income generating activities of your business or profession.

Is there any additional information that may help us to evaluate your claim properly? 

I hereby certify that the information shown above is true and accurate to the best of my knowledge.

Date: Signature: 
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Statement of post-disability income Attachment No. 8

Name of claimant: Policy number(s): 

Address: 

Date of birth: Date of disability: 

Post-disability average monthly income activity

Calculated for the month of 

Category of income (*) Time spent each month Income per month
(average number of hours)

(*) List all the principal income generating activities of your business or profession.

Is there any additional information that may help us to evaluate your claim properly? 

I hereby certify that the information shown above is true and accurate to the best of my knowledge.

Date: Signature: 
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Financial authorization Attachment No. 9

Name of claimant: Policy number(s): 

Address: 

Date of birth: Date of disability: 

Income records

Are records available to document income and business overhead expenses figures? Yes No 

If yes, please identify the custodian and the location of these records.

Accountant(s)

Name: Addresses: 

Name: Addresses: 

Name: Addresses: 

Bookkeeper(s)

Name: Addresses: 

Name: Addresses: 

Name: Addresses: 

Other(s)

Name: Addresses: 

Name: Addresses: 

Name: Addresses: 

Financial authorization

I hereby authorize my accountant(s) or appropriate financial institution or organization to release to (name of

insurance company) any information it may request concerning my earnings, business expenses or account(s)
as it relates to my claim for disability benefits under (policy number). 

A photocopy of this authorization shall be considered as effective and as valid as the original.

Date: Signature: 
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Individual disability claim checklist Attachment No. 10

Name of claimant: Policy number(s): 

Address: 

Date of birth: Date of disability: 

Required forms

Claimant’s statement: Physician’s statement: 

Job description: Financial records/forms: 

Birth certificate: Accident/Police report: 

Coverage information Claim information

Policy number(s): Date of disability: 

Date of policy(ies): Contestable issues: 

Monthly benefit(s): Definition(s) of disability: 

Exclusion(s): Elimination period(s): 

Reinsurance percentage: Maximum benefit period(s): 

Adjudication tools/Considerations – (show applicable dates)

Telephone contact (claimant): Telephone contact (employer): 

Narrative medical report: Independent medical examination: 

Medical consultant review: Psychiatric consultant review: 

Rehabilitation assessment: Vocational assessment: 

Field claim visit: Investigation/Surveillance: 

Forensic audit: Lump sum potential: 

Payment authorization

I hereby authorize payment of disability benefits on this claim.

Date: Signature: 
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Group disability claim checklist Attachment No. 11

Policy number: Division: Class: 

Policyholder’s name: Location: 

Name of employee: Date of birth: 

Employee number: Insurance certificate number: 

Required forms

Claimant’s statement: Physician’s statement: 

Employer’s statement: Job description: 

Enrolment card: Birth certificate: 

Assignment forms (if relevant): Accident/Police report: 

Adjudication considerations

Has the pre-existing clause been checked? Yes No 

Has the medical consultant reviewed the claim? Yes No 

Has rehabilitation potential been evaluated? Yes No 

Coverage information Claim information

Gross monthly benefits: Date of disability: 

Less offset: Definition of disability: 

Less offset: Elimination period: 

Net monthly benefit: Maximum benefit period: 

Less taxes withheld: Wavier-of-premium amount: 

Net monthly benefit: Reinsurance percentage: 

Payment authorization

I hereby authorize payment of disability benefits on this claim.

Date: Signature: 
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