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June 27, 2003
To the Citizens of Los Angeles County:

With nearly 10 million residents, Los Angeles County is, by
far, the most populous county in the nation and its government is
large and complex. Within the County are 88 incorporated cities,
each with its own government, plus a multitude of special districts
(such as school districts) with separately elected boards. The Civil
Grand Jury, established under the California Penal Code, is
charged with studying and reporting its findings to the public on all
of these.

Obviously, the Grand Jury cannot deal with every
governmental body every year. Each year the Grand Jury decides,
for itself, which ones it will investigate in depth. The Grand Jury
invites experts in government to speak, visits governmental
operations in the field, and pays close attention to the issues of the
day, as reported in the news media. It then combines all of these
with the wide range of backgrounds and experiences of its own
members to make the final decision.

For 2002-2003, this resulted in major studies in three areas:
the effectiveness of services for senior citizens provided by the
County’s Community and Senior Services Department; the handling
of citizen complaints by the Sheriff's Department and by the police
departments in several of the larger cities; and the handling of
workers’ compensation programs by the Sheriff's Department, both
the County and City of Los Angeles Fire Departments, and MTA.
Smaller studies were conducted in other areas and a review of the
conditions in all the public jails in the County, as mandated by the
Penal Code, was completed.

The Civil Grand Jury is made up of ordinary citizens of Los
Angeles County who have volunteered to devote a year of their
lives to the study and improvement of government services for all of
the residents of the County. The members of the 2002-2003 Civil
Grand Jury represent not only a large geographical cross-section of
the County (from Long Beach to Granada Hills and Claremont to
Pacific Palisades and West Hills), but also its cultural diversity.
They are a hard working and thoughtful group.




This experience of serving for the past year has been
exhilarating, humbling, and occasionally frustrating. We have
learned more about the operations of government in Los Angeles
than we ever thought possible. We have been impressed with the
quality and breadth of experience of our top public officials who
must operate within the highly complex system. We strongly
recommend that interested citizens continue this tradition of service
by applying to serve on future Grand Juries. It is an experience not
to be forgotten.

In accordance with its charge, the 2002-2003 Los Angeles
County Civil Grand Jury is proud to submit this Final Report to the
people of Los Angeles.

Ira Thierer
Foreperson
Los Angeles County 2002-2003 Civil Grand Jury
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WORKERS COMPENSATION STUDIES

Workers’ compensation costs have nearly doubled in the last five years, resulting
in fewer dollars for vital services at a time when local and state governments are facing
serious financial shortfalls. The City of Los Angeles estimates that workers’
compensation payouts will reach $129 million in 2002-2003 and the County of Los
Angeles projects payouts will reach $304 million. The causes of the sharp increases in
costs range from State legislation mandating increased disability payments to
skyrocketing medical costs to fraudulent claims to lax administration of the programs.

Initially, the Grand Jury researched published data, including an excellent series
of articles from the Daily News and studies done previously by the County of Los
Angeles, Los Angeles Unified School District, and the Metropolitan Transit Authority.
We also met with officials from various City and County offices and asked them about
the current status of workers’ compensation programs.

Based on the results of the preliminary investigations, the Grand Jury decided to
conduct a formal investigation into four government entities: Los Angeles County Fire
Department, Los Angeles County Sheriff's Department, City of Los Angeles Fire
Department, and the Metropolitan Transit Authority. We had intended to broaden our
study to include the Los Angeles Unified School District and the City of Los Angeles
Internal Services Division, but we did not have the resources to support this breadth.
We engaged an audit firm to conduct the investigation of the public safety departments
and opted to conduct the study of the Metropolitan Transit Authority with our own
personnel.

The overall objective of our study was to determine and understand the culture
and operations of each organization with regard to workers’ compensation. We were
also interested in the involvement of agency executives in promulgating and enforcing
policies and procedures. In addition to the administration of the programs, we looked at
early-return-to-work programs, medical provider practices, safety/loss-prevention
programs, training programs, incentives to improve the system, and fraudulent practices
and litigation.

- We were particularly impressed with the practices and plans of the Metropolitan
Transit Authority whose management has put into place a comprehensive and effective
program that is beginning to show bottom-line results. We include an overview of their
program with the hope that their work will become a model for other government
agencies struggling with this problem. ’










WORKERS' COMPENSATION STUDY OF THE
METROPOLITAN TRANSIT AUTHORITY

Executive Summary

The management of the Metropolitan Transit Authority (MTA) recognized the
need to control the escalating costs of their workers' compensation program covering
their 9000 employees. The MTA had an average of 176 claims each month at an
annual cost of $6,500 per worker for a total cost of $58 million in 2001-2002. This was
double the cost of other transit agencies in California and the highest cost of any transit
agency in the nation.

~In the fall of 2001, the MTA initiated an aggressive comprehensive program to
prevent industrial injuries, reduce lost time due to injuries, and control associated costs.
The Civil Grand Jury set out to assess the progress of this program by conducting
_interviews with MTA executives as well as conducting interviews with various categories
of employees during on-site visits to several MTA divisions. In addition the Grand Jury
reviewed MTA reports and other documents relating to the new strategic plan.

Findings
1. General

In the course of interviews with employees from management down to
linemen, Members of the Grand jury noted and observed the excitement
about MTA’s New Strategic Safety Management Plan.

2. Safety

a. The MTA management organization was realigned to emphasize safety
and risk management. This reorganization of MTA management played a
key role in the development of the safety management plan called Safety’s
First.

b. MTA management developed and distributed a strategic Safety
Management Plan requiring each department to develop and monitor their
safety progress with individual Departmental Safety Action Plans.

c. MTA management took a "personal and collective responsibility" for the
administration of the workers' compensation program with emphasis on
safety and prevention of accidents.

d. MTA brought in Dupont Safety Resources (a division of Dupont
Corporation) to assist in developing an overall strategic Safety
Management Plan and then negotiated a performance-based contract.




e. Dupont’s role was also to implement a strong training component. All
9000 employees are to be trained by December 31, 2003. According to
MTA management, as of March 1, 2003, 4500 employees have completed
at least one phase of the training program.

f. Extensive site visits and interviews with employees and supervisors
confirmed MTA management’s contention that workers generally have a
positive attitude regarding the overall Safety Management Plan. Most
employees feel that they are working in a safe environment with
management taking the initiative in promoting safety. All supervisors
interviewed were aware and involved in safety concerns. MTA line
employees verified that executive management is visible and active in
promoting this program.

g. MTA's program is already showing significant improvement in costs and in
reduction of lost workdays. The number of lost workdays per 100
employees declined 7.5% in the first two quarters of FY 2003 (p. 5, MTA
Operations Committee Report, March 20, 2003).

3. Risk Management

Risk Management — Risk management covers a broad range of activities.
The focus of the Grand Jury’s investigation was confined to the workers'
compensation program.

a. MTA has reorganized its workers' compensation department. MTA is now
self-insured and self-administered. In MTA's view, this provides a more
efficient claims process. MTA has also implemented a case
management system to facilitate solving problems and monitoring trends.

b. MTA also has a new procedure to closely monitor long-term medical
claims as well as the medical fee schedule and billing of medical
providers. For example, in one month MTA saved half a million dollars
using this new monitoring process.

c. MTA s currently setting medical standards as guides for assessment of
cases. The goal is to process cases more quickly.

d. As an important component of the plan, MTA has implemented an
aggressive Transitional Duty Program (TDP). This program provides for
early assessment for vocational rehabilitation needs, staff to expedite
return to work, and temporary work for employees who qualify while in
their recovery stage.
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e. The MTA has established partnerships with the County Counsel and the
District Attorney’s office who provide specialized services. These
agencies have provided assistance in monitoring legal services,
establishing hiring standards for workers, providing seminars, identifying
and prosecuting fraud, and development of legislation.

f. Unions and MTA management mutually agreed to hire a neutral Injured
Worker’'s Advocate (IWA) to assist workers in receiving and utilizing
benefits and following proper procedures of the workers' compensation
program. During the course of the Grand Jury investigation, this position
was reassigned within the MTA organization to provide more visibility and
accessibility.

Conclusions

1.

MTA management has created an excitement within the organization about its
Strategic Safety Management Plan. They have created a culture which
emphasizes safety as part of every employee’s daily practice.

Policies and Procedures are being revised in all areas with Safety’s First as the
underlying philosophy.

MTA’s objectives are specific, measurable, realistic, time-sensitive and
performance-based.

Procedures have been created to insure that all systems connected to
administering workers' compensation will be more closely monitored.

MTA has created an innovative position called Injured Workers Advocate (IWA)
to assist workers in the process of receiving workers' compensation benefits.

The most recent data secured from MTA administrators and their written reports
indicate that there has been a decrease in the cost of claims, number of
accidents, and a significant reduction of lost workdays.

We commend the MTA management for recognizing the need for change in
policy and implementing their Safety’s First program with the goal of achieving
100% safety awareness for all employees and reducing the accident and injury
rate by 51% or greater in five years.

We urge other public agencies to use MTA’s program as a model for future
planning to address similar problems associated with workers' compensation.

11




Introduction

MTA’s workers' compensation costs historically were the highest of any transit
agency in the nation. MTA averaged 176 industrial accidents per month.  Their
workers' compensation cost was $6,500 per employee, with a total cost of $58 million in
FY 2001-2002. To address this growing problem, MTA’s Board of Directors and the
CEO implemented a strategic plan designed to reduce the accident and injury rate by
51% or greater in 5 years and insure 100% safety awareness by all employees.

The management of MTA hired Dupont Safety Resources (a division of Dupont
Corporation) to institute the awareness program, negotiated an innovative and
groundbreaking performance-based contract with Dupont, and recruited and hired a
nationally recognized leader in risk management administration. MTA management
took a "personal and collective responsibility” for the administration of the workers'
compensation program with emphasis on safety and prevention of accidents.

In order to assess the effectiveness of the MTA'’s strategic plan, the Grand Jury
interviewed MTA’s administrators, visited work sites, interviewed various levels of
employees at the work site and studied the numerous documents that incorporated
MTA'’s philosophy: written procedures, training manuals, assessment tools, health and
safety guides and guidelines, reporting procedures for accidents and injuries, job
descriptions, and performance evaluations — to name a few.

Site visits were designed to
Assess whether the work environment reflected management’s safety concerns;
Assess employee awareness and involvement in the new safety plans;

¢ Assess whether members of management were visible to the general employee
population.

Findings
1, General
In the course of interviews with employees from management down to linemen,
Members of the Grand jury noted and observed the excitement about MTA’s
New Strategic Safety Management Plan.
2. Safety
At the Metropolitan Transit Authority, safety is more than a word; it is a guiding

principle, which is endorsed by executive management and disseminated
throughout the organization as follows:
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a. In 2001, MTA hired a new CEO who contacted Dupont and negotiated a
performance-based contract which expires in 2005. Dupont’s role is to assist
MTA in developing an overall strategic safety management plan and
implementing a strong training component.

b. The MTA management organization was realigned to emphasize safety and
risk management.

c. MTA's executive leadership adopted a safety policy as follows: Safety’s First
for their customers, employees, and business partners as they plan,
construct, operate, and maintain the region’s transportation system. In
addition the agency adopted the following six guiding principles:

o Safety is a 24/7 priority

Safety is everyone’s responsibility

Accidents and injuries are preventable

Working safely is a condition of employment

Training is essential for good safety performance

Management is accountable for safety

d. MTA management has taken a "personal and collective responsibility" for the
administration of the workers' compensation program with emphasis on safety
and prevention of accidents. MTA believes that "reducing injuries and
preventing accidents is the best method of controlling claims." They say they
can handle fraud, but it is not the main problem. They know there is some
fraud, and they have a special investigative unit to try to control it.

e. MTA management has developed and distributed a Strategic Safety
Management Plan (SSMP). The SSMP requires each department to develop
and monitor their safety progress through individual Departmental Safety
Action Plans. The MTA also has an agency-wide Injury and lliness
Prevention Plan (lIPP) covering OSHA requirements. Management has also
developed and implemented a Safety and Health Assessment Review
Program (SHARP). These documents entail safety compliance reviews at
operating locations. They are periodically reviewed, updated, and revised.

f. The goal is to train all 9000 employees by December 31, 2003. At the time of
this report, 4,500 employees had completed the four-hour Safety Training
Program.

g. Employees were interviewed concerning their knowledge of the program.
Staff interviews covered a variety of personnel, ranging from supervisors to
line workers. Staff was aware and involved in safety concerns. All
employees are attending a four-hour training class on safety and weekly on-
site safety meetings.
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. Other observations at the work place included: Workers were observed to be
wearing orange safety vests; personal protective equipment was in evidence
where required; work places inspected were observed to be clean and well
marked; appropriate and catchy posters were noted at division sites as well
as at MTA headquarters.

Members of MTA’s management were observed and recognized at division
sites and in the field, which substantiates management’s claim that they are
visible and active with line people.

MTA’s program is already showing significant reduction of lost workdays.
"The number of lost workdays paid declined 8.3%, the number of lost work
days per 100 employees declined 7.5% and the number of new workers'
compensation claims reported declined 28.5% compared to the same quarter
in Fiscal Year 2002." (p. 5, MTA Operations Committee Report of March 20,
2003)

. Rail accidents remain low. While bus traffic accident rates are higher than
rail, they are showing a downward trend. (Attachment B, MTA Operations
Committee Report, March 20, 2003)

A coordinating committee made up of representatives from each division
meets regularly to share problems and solutions relative to safety. An
interview with a member of this committee verified that it is functioning.

. A monthly scorecard, which reports claims, accidents, and injuries by division,
is published and posted.

. All workers interviewed were aware of the reporting procedure for an accident
or injury.

. By July 1 of this year, MTA will be using an automated accident and injury
management system called Transitsafe™.

. MTA management incorporated safety accountability into employee
performance-based compensation reviews for FY 03.

Risk Management

Risk Management covers a broad range of activities. Workers' compensation
is one component of risk management and includes medical invoice reviews,
recovery programs, expanded transitional duty programs, litigation
management, claim investigations, interdisciplinary audits, medical case
management, preferred provider diagnostic testing, pharmaceutical
provisions, and medical supplies.
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. Although MTA has a history of self insurance, in 2002 it became both self
insured and self administered for workers' compensation claims
processing. Their goal was to facilitate a more efficient and personable
process for processing claims.

. Processing claims in-house allows MTA management greater control of
costs and fee schedules for medical providers. Examples of
improvements include:

¢ In one month MTA saved a half million dollars when they undertook
with a detailed medical invoice review of a preferred provider.

e The costs associated with medical, indemnity and all related claim
expenses in the first two quarters of FY 03 have decreased $997,645
(5%) compared to the same two quarters in FY 02.

e Several new contracts for medical services, prescriptions, and durable
medical products have been awarded which should save the MTA
$500,000 to $1,000,000 this fiscal year.

. MTA reorganized staff and job descriptions of the in-house workers'
compensation claims unit. They implemented a case management
system to monitor trends, problems and process. Case managers
meetings are held regularly and follow-ups are conducted. One of
management’s goals is to facilitate all transactions relative to processing
workers' compensation claims in a more respectful manner.

. MTA management negotiated and signed a contract (August 1, 2002) with
the Health Net Plus (HNP) group to provide ancillary health care services
which include:
e assessing for vocational rehabilitation
e reviewing bills to take advantage of the Preferred Provider
Organization (PPO) discounts
e using registered nurses as medical case management
specialists to expedite return to work
¢ using three registered nurses to review all long-term medical
claims. Plans are underway to hire a total of six by the end
of the year.

. MTA is currently setting medical standards as guides for assessment of
cases. The goal is to provide medical personnel with job descriptions and
other pertinent data that will facilitate and expedite the disposition of the
case and the speedy return to work of employees. Regular medical
review of cases assures that employees will not be off work for long
periods of time but will be placed temporarily and returned to work
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expeditiously or go on permanent disabled status. Whatever the result,
the process has been modified to process cases more quickly.

Health and wellness programs are offered to employees. We observed
many brochures, publicizing the availability of these programs. ‘

. Transitional Duty Programs have been developed, procedures written, and
a manual distributed to provide modified temporary work while employees
are recovering from injury or illness. Placing disabled workers on
temporary jobs relieves the overtime burden of regular employees.

. MTA has established a contract relationship with the County Counsel’s
Office to
monitor legal services,
e work with unions through a Safety Oversight Committee
made up of management and union leadership, and
¢ establish hiring standards for workers

In addition, the County Counsel’s Office has developed a partnership with
the District Attorney’s Office to conduct proactive seminars on fraud.
Twenty-six of these agency-wide seminars have been conducted for MTA.

The County Counsel’s Office established a pilot program with the District
Attorney’s office, the California State Department of Insurance, and MTA
which is aimed at preventing fraud and, when appropriate, processing
workers' compensation fraud.

. MTA has established a Specialized Investigative Unit (SIU) to work on
selected fraud claims. The target cases represent 1% of all claims filed.

MTA, with the help of the County Counsel’s representative, develops and
lobbies for better legislation with state legislators to reduce the cost of
workers' compensation.

. A neutral Injured Workers’ Advocate (IWA) was hired by mutual
agreement between MTA management and their unions. While this
position was originally funded by a federal grant for one year, MTA
management has committed to funding and supporting the continuation of
this position. Not all workers interviewed were aware of the existence and
availability of the IWA.
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Conclusions

1.

MTA management has created an excitement within the organization about
Safety's First and instiled a sense of purpose within the administrative
leadership. They have created a culture which emphasizes safety as a part of
every employee's daily practice. Management is accountable, and managers are
committed to a hands-on approach to managing the workers' compensation and
safety programs.

Policies and procedures are being revised in all areas with Safety’s First as the
underlying philosophy.

MTA's objectives are specific, measurable, realistic, time sensitive and
performance based.

Computer systems have been created to insure that all processes associated
with administering workers' compensation will be more closely monitored. For
example:

o Assessing and evaluating workplace safety

¢ Documenting behavioral changes in the individual for better health and
safety practices
Processing claims more efficiently
Producing statistical data reports for trends in number of accidents
Reducing number of claims and lost work days
Improving ergonomics for the working environment
Coordinating lobbying efforts for better state legislation

MTA has created an innovative position called the Injured Worker's Advocate.
While creating this position is a positive move, employees in general seem to be
unaware of its existence and have not availed themselves fully of this service.
Greater visibility for this Advocate position is needed.

MTA is well on its way to achieving the goals and objectives for the next five
years. The results for year one are encouraging, and MTA has statistical data
that supports a downward trend. We commend the MTA management for
recognizing the need for a change in policy and implementing their Safety’s First
program with the goal of achieving 100% safety awareness for all employees and
reducing the accident and injury rate by 51% or greater in five years.

We urge other public agencies to use MTA's program as a model for future
planning to address similar problems associated with workers' compensation.
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WORKERS' COMPENSATION REVIEW FOR THE
LOS ANGELES COUNTY SHERIFF’S DEPARTMENT
LOS ANGELES COUNTY FIRE DEPARTMENT
CITY OF LOS ANGELES FIRE DEPARTMENT
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Acronyms and Abbreviations

§3212 Labor Code Section 3212

§4850 Labor Code Section 4850

AOE Arises out of employment

ASP Application service provider
Cambridge Cambridge Risk Services

CAO Chief Administrative Office, Risk Management Branch
City - The City of Los Angeles

COE Course of employment §4850
COUNTY The County of Los Angeles

CT Continuous trauma

EDW Enterprise data warehouse

EHS Employee Health Services

EIM Enterprise information management
EMT Emergency medical technician
ERTW Early return to work

FCM Field case management

FMIS Financial accounting and payment system
GUI Graphical user interface

HCO Health care organization

PP Injury and lliness Prevention Program
MLU Medical Liaison Unit

OLAP Online analytical processing

PPO Preferred provider organization

TCM Telephone case management

TPA Third-party administrator
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Executive Summary

The last few years have shown dramatic increases in the cost of California
workers’ compensation claims in all areas of activity, but particularly in government
services. Because both the County of Los Angeles (County) and the City of Los
Angeles (City) are legally uninsured for workers’ compensation risks and claims, these
costs represent a direct loss of funds which might otherwise be available for other high
priority government services. Due to the nature of their work and to specific legislation
relating to them, public safety officers contribute disproportionately to these costs.
Therefore, the Grand Jury decided to examine how workers compensation is handled
by the County Sheriffs Department, by the County Fire Department, and by the City
Fire Department. In FY 2002 workers’ compensation claims paid by these three
departments amounted to $134.9 million—and this cost can be expected to increase
dramatically due to legislation which took effect on January 1, 2003.

Any significant study of workers’ compensation involving public safety officers
must consider the impact of Labor Code §4850 and other applicable Sections. §4850
provides that certain public safety employees “who sustain an injury or iliness arising
out of and in the course of his or her duties is entitled to a leave of absence of one year
without a loss of salary in lieu of disability payments.” Another, §3212, provides that
certain injuries or illnesses of public safety employees are presumed to be work-related.
This usually includes stress-related illnesses, heart disorders, and some types of
cancer. These provisions have been embodied in the Labor Code since the early
1960’s. Thus, under §3212, a public safety officer who suffers cardiac arrest or incurs a
certain type of illness is presumed to have incurred the disorder in the course of his or
her employment. The Code puts the burden of proof on the employer to show, through
medical evidence, that the problem is not work-related. Even if the injured employee
presents no evidence that the injury or iliness is work-related, the presumption is still in
favor of the employee.

Because of the favorable nature of the workers’ compensation laws toward
disability benefits and presumptions of injuries due to medical conditions such as
cancers and internal disease, we believe some injured officers seek to extends benefits
in preparation for retirement or to protest policies or procedures they do not want to
follow, such as performing light-duty jobs under Early-Return-to-Work (ERTW)
programs. The result of these factors and attitudes is that many sworn officers view
workers’ compensation as a discretionary program to be used in anticipation of
retirement.

Without doubt, legislation such as §4850 and §3212 has a significant impact on
the cost of workers’ compensation benefits. On the other hand, the Grand Jury
recognizes that some higher level of costs must be associated with public safety
employees. Any comparison to non-public safety employees will almost certainly reveal
a wide discrepancy in costs biased against public safety employees. Firefighters and
police are expected by the nature of their work to enter unsafe environments and, on
occasion, to perform inherently unsafe acts. The burden thus thrust upon management
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at all levels is to balance the need for aggressive public safety performance with the
ability to pay for that service.

This Grand Jury study resulted in 77 specific recommendations which we
believe, if implemented, would result in savings in excess of the dollars spent to
implement them and would materially diminish workers’ compensation costs, while at
the same time providing more effective workforce management and insuring the
interests of the officers concerned. Summarized below are the conclusions and
recommendations that we feel should be implemented.

The chart below shows five-year changes for key workers’ compensation
financial and other data for each of the departments studied. Although there was a
relatively small increase in number of claims, employees, and available payroll, there
has been a dramatic increase in paid benefits. The major contributors to these
increases are skyrocketing medical costs, §4850 benefits escalation and abuse, and
Legislative increases in permanent disability benefits.

Workers’ Compensation Five-Year Financial Summary

% Five-
Year
Increase

FY 1998 FY 2002

Decrease

Number of claims

4.93

1,421 1,491
Number of employees 3,446 3,884 12.71
Claims per 100 employees 41.2 38.4 (6.8)
Payroll ($ millions) 270.4 342.3 26.59

F’aid amounts on
Number of claims

all claim years $ millions

Number of employees 12.582 14,601 16.05

Claims per 100 employees 27.3 26.8 (1.83)

Payroll ($ millions) 720.0 927.6 28.83
48.6

Paid amounts on all claim years $ millions

_[92.18

Number of claims 1436 1598 11.28
Number of employees * 3,707 *
Claims per 100 employees * 43.1 *
Payroll ($ millions) ** ** *
Paid amounts on all claim years ($ millions) |11.3 19.5 72.57

* Because of data discrepancies, we only show 2002 figures for the City Fire Department.

** Payroll not available from City at time report prepared.
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Availability and Accuracy of Data

Much of the unaudited information provided to us by the City and the County is
unreliable and not sufficient to permit accurate trending and other data analysis, such as
comparisons between entities.

Recommendations
County

¢ Enhance the system’s reporting capabilities and increase capability
and accuracy of data capture.

e Correct problems with implementation of the new County claim
software system.

City
e Promptly replace the existing inadequate and obsolete claims
software system.

Medical Cost Containment

Medical costs are skyrocketing. Claims with open medical issues are not being
resolved in a timely manner by defense attorneys and claim administrators. Surgery-
center costs are rapidly expanding, because they are not subject to the State fee
schedule.

Recommendations

e Within the budget, reserve funds to settle more claims with open
medical issues.

e Take the most aggressive position possible in disputing surgery-center
bills. Lobby the legislature to add surgery centers to the fee schedule
at reasonable rates.

Early Return to Work (ERTW)

Many studies have shown that effective ERTW programs can significantly lower
workers’ compensation costs. Our study indicates that the ERTW programs for all three
departments could and should be improved. The following approximate rates of return
of injured employees to modified work positions are: Sheriffs Department 25-30%,
County Fire Department 5-10%, and City Fire Department 40%.

If the treating physician approves an injured firefighter or Sheriff's deputy for light

or modified duty and a reasonable job is available, the entity does not have to pay
§4850 benefits should the claimant refuse the offered light-duty job. Non-network
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physicians, who treat claimants and often do not understand the ERTW program, need
to be trained to submit appropriate reports of physical restrictions.

Recommendations

e Enforce ERTW programs and terminate §4850 benefits for injured
sworn officers who refuse reasonable modified work.

o Appropriate staff from the County and the City should visit the more-
important non-network physicians to explain the ERTW program and
the need to submit reports on work restrictions.

e Each of the three departments need to emphasize creation of suitable
modified positions located reasonably near the injured employee’s
regular workplace.

Litigation Management - Recommendations
County

e To allow the CAO to exercise greater oversight of the workers’
compensation litigation process, shift claim settlement authority
from County Counsel to the third-party administrators (TPAs) for
claims up to $20,000 and to the CAO for all other claims.

e Change the fee structure of outside defense attorneys from a flat
fee to fees based on services provided.

City

e Increase oversight of the litigation process by adding staff to the City
Attorney’s Office.

Safety and Loss Prevention - Recommendations
County and City

e Expand staffing of departmental Safety/Loss-Prevention units to
include a permanent safety officer position (non-rotational).

o The Sheriff and Fire Chiefs should issue statements of safety/loss
prevention policy to include improved loss-prevention manuals, and
an explanation of the importance of the programs to the Sheriff and
Fire Departments.

e Because of an aging workforce and the frequency and high cost of
disability claims, immediate attention should be given to establishing
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fitness standards, annual physical exams, and the feasibility of
eliminating certain types of sports activities.

County Claim Monitors - Recommendation

Resolve the current dispute between County claim monitors and the TPAs over
penalties and excess costs. Then change the role of the claim monitors to include
greater emphasis on claim outcomes. Change the relationship between the claims
monitors and the TPAs from adversarial and negative to cooperative and positive.

Accountability and Incentives for Improving Performance

Holding managers at the highest levels responsible and accountable for the
various aspects of workers’ compensation program-performance is a key element to
controlling costs. The County has a budgetary workers’ compensation cost-allocation
system that bases charge-backs to the departments on their past three years’ paid
losses and related expenses, averaged and trended for the forthcoming fiscal year. The
City does not identify workers’ compensation costs in its annual budgetary allocation to
departments.

Equitable and easy-to-understand departmental workers’ compensation cost
allocations are fundamental tools for holding department managers responsible for
workers’ compensation costs. But it is not enough just to charge back costs based on
some loss-sensitive formula. To be effective, the charge-back system must be
accompanied by timely and accurate statistics showing the nature and causes of loss,
practical recommendations for loss-prevention and cost-control measures, and policy
statements promulgated at the highest level of management within the County and the
City. -

Recommendations

e The City should develop and implement a system to charge back to
departments all of their workers’ compensation costs.

e Greater support should be given by all management levels to ERTW
programs.

e Senior management should ensure that supervisors at all levels understand
both the critical need for the proper, timely implementation of the workers’
compensation system provisions and the negative impacts upon their own
operations of any failure on their part to do so.
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Legislative Reform

No matter how well the three departments manage their loss-prevention, ERTW, and
other cost-control measures, the primary problem will continue to be existing
legislation, particularly §4850 of the Labor Code and other sections of the Labor Code
dealing with medical treatment, permanent disability, legal penalties, and the litigation
process.

Recommendation
e The County Board of Supervisors and the City Council and Mayor, as well as
department heads, must actively lobby for legislative reform. Without such

top-management support, there is little possibility of achieving the legislation
changes needed to control skyrocketing workers’ compensation costs.
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Introduction and Background

For a variety of reasons, which are detailed in the body of this report, the last few
years have shown dramatic increases in the cost of California workers’ compensation
claims. Because both the County of Los Angeles (County) and City of Los Angeles
(City) are legally uninsured for workers’ compensation risks and claims, these rising
costs must be paid directly by the County and the City.

Injured worker salary-replacement costs, benefit costs, medical costs, litigation
costs, and administration costs increased at rates in excess of normal inflation. For
example, the County paid a total of $156,586,405 on claims, claims administration, and
overhead for year ending 6/30/99, and only three years later paid a total of
$257,633,461 for year ending 6/30/02, an increase of 65%. During that same period, the
number of employees increased only 4.4% and payroll increased only 36%.

Workers’ compensation rules and regulations are enacted by the California State
Legislature. Effective January 1, 2003, the legislature increased temporary and
permanent disability benefits to injured workers, which industry experts such as the
California Workers’ Compensation Institute forecast will increase benefit costs by 6%
this year and by a total of 20% over the next four years."

Combined with other inflationary factors as shown in the body of this report, it
appears that workers’ compensation costs will continue their dramatic rise. These cost
increases have additional impact on sworn public safety officers, who are entitled to
special legislative benefits of full salary continuance for up to one year after injury, and
statutory presumptions that certain medical conditions are work-related disabilities, such
as heart and cancer conditions, which are not available to non-safety-officer employees.

In addition to the direct cost of workers’ compensation, there are many hidden
costs from work injuries. Additional staff must replace injured workers missing time from
work or existing staff must work additional overtime (especially true of police and fire
work), causing increased costs and stress on current resources. Industry experts
estimate that such costs can be 80% (or more) of direct costs.

Because treatment of injuries and payment of workers’ compensation benefits
can go on for many years (up to the lifetime of the employee), actuarial analysis
indicates the County’s and City’s future obligations to pay workers’ compensation
benefits are in the billions of dollars. Given the high cost of these obligations, it is cost-
prohibitive for the City or County to return to insured programs because insurance
companies would require this tail-claim obligation to be paid up front or the City and
County would have to continue to pay uninsured claims while also paying to insure new
claims. The City and County will continue to be responsible for their own claims, making
it critical that the workers’ compensation programs be as effective as possible in
preventing injuries and controlling claim costs.

! Another estimate by an actuary predicted 7% increase in 2003, rising to a total of 22.8% increase in
2006.
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Objectives and Scope

Considering the high costs involved, the Grand Jury evaluated the workers’
compensation programs of the County of Los Angeles Fire Department (County Fire
Department), County of Los Angeles Sheriff's Department (Sheriff's Department), and
the City of Los Angeles Fire Department (City Fire Department). This study was to
determine what is contributing to the high costs of these programs, what trends are
driving cost increases, what programs are in place to combat cost increases, and to
make recommendations to help control or lower costs.

We looked at specific factors and programs, such as early return-to-work
(ERTW) programs, medical providers, loss-prevention programs, departmental
supervisory training, case management, work culture, organizational processes, and
fraud or abuse by program participants.

Methodology
The investigation included:

e Interviews with more than 50 people involved with County and City workers’
compensation programs and various personnel of other public entities with
similar programs.

e Review of organizational charts, position descriptions, operating manuals,
policies and procedures, labor code provisions, safety and loss-prevention
material, prior reports, information system material, and a host of other
materials and documents pertinent to the County and City workers’
compensation programs.

e Analysis of extensive loss data and structure from the County and City
workers’ compensation programs and from four other public agencies with
similar exposures.

e Comparison of the County and City workers’ compensation structure and
experience with four other public agencies.

¢ Review and consideration of City and County department input regarding our
preliminary draft report.
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Findings

The following specific questions were the focus of our work under this project and
form the basis of our findings.

Contributing Factors to the High Cost of Workers’ Compensation

Direct costs of workers’ compensation for the departments studied have grown
dramatically over the last five years. For the County Sheriff's Department, payments on
workers’ compensation claims have gone from $48,577,000 in year ending 1998 to
$93,440,000 in year ending 2002, a 92% increase. For the same period, the number of
employees increased from 12,5682 to 14,601, a 16% increase, and payroll increased
from $720,000,000 to $927,567,000, a 29% increase.

For the County Fire Department, total payments on workers’ compensation
claims have gone from $12,736,607 in year ending 1998 to $21,964,201 in year ending
2002, a 73% increase. For the same period, the number of employees increased from
3,446 to 3,884, a 13% increase and payroll increased from $270, 442 000 to
$342,288,000, a 27% increase.

For the City Fire Department, direct payments on workers’ compensation claims
have gone from $11,315,171 in year ending 1998 to $19,527,193 in year ending 2002,
an increase of 73%. During the last three years, the number of sworn employees has
gone from 3,329 in 2000 to 3,707 in 2002, an 11% increase. Payroll data is not
available.

These payments represent a cost to the County Fire Department of $7.76 per
$100 of payroll, and a cost to the County Sheriff's Department of $10.07 per $100 of
payroll. For all County departments, the rate was $4.99 per $100 of payroll; excluding
the Sheriff's Department and the Fire Department the rate was $3.44.

Basic claim and loss information regarding the departments studied is summarized
in the following table. This information was provided by the City’s Personnel Office and by
the County’'s CAO. For reasons discussed in detail in this report, the reliability and
accuracy of data presented cannot be verified. We based our findings on paid loss?
information because case reserving has proven to be inaccurate, making analysis based
upon incurred losses® of questionable value.

2 paid loss means only paid benefits.
3 Incurred loss means paid benefits plus future reserves.
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CLAIM SUMMARY INFORMATION BY DEPARTMENT

L Ol
Number of claims

1997/98 _

1,421

1998/99

1,626

[199

1464

1,484

1,491

years

Number of claims

12,737,606

15,078,737

3.812

Number of employees 3,446 3,471 3,535 3,392 3,884
Claims per 100 employees 41.24 46.85 41.42 43.75 38.39
Payroll 270,442,000 | 295,021,000 | 311,284,000 | 330,274,000 | 342,288,000
Paid amounts on all claim 17,065,959 21,964,201‘

17,436,064

48,576,592

3,436 3,683 3,912 3,912
Number of employees 12,582 13,082 13,517 13,606 14,601
Claims per 100 employees 27.31 28.15 28.20 28.75 26.79
Payroll 720,000,000 | 781,149,000 | 832,846,000 | 897,639,000 | 927,567,000
Paid amounts on all claim 46,756,208 | 64,685,838 | 76,029,366

93,439,862

years

Number of claims 1436 1360 1576 1600 1598
Number of employees N/A N/A 3329 3629 3707
Claims per 100 employees N/A N/A 47.34 44.09 43.11
Payroll N/A N/A N/A N/A N/A

Paid amounts on all claim| 14 315471 |10514,920 |11,673,000 |14,161.822 |19.527.193

Overall, workers’ compensation costs for both County and City departments studied
are composed of a variety of factors. The most significant include workforce variables,

inflation, benefit levels, medical practices, litigation practices, and claim factors.

Workforce, Demographics, and Claim Variables

Changes to the size and composition of the workforce have a direct impact on
ultimate claim costs. In general, increases in staffing will increase risk exposure and the
number of claims filed. Lack of or insufficient job and safety-awareness training of new
employees also can increase risk of injury and claim frequency. Although reductions in
workforce reduce the number of persons that could potentially file workers’
compensation claims, such reduction may actually lead to increased claims prompted
by disability retirement issues.

The preceding chart shows that for the period 1998 to 2002, staffing levels have
increased about 13% for County Fire Department and 16% for County Sheriff's
Department. For the three-year period 2000 to 2002 staffing levels for sworn officers
increased about 11% for the City Fire Department.*

* Employee data not available for 1998 and 1999.
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Demographic factors commonly trended include injured employees’ age, length
of employment, and occupation. Limited information was available from the City and
County in these areas, but for those factors where data was available, age appeared to
be a key factor. County Fire Department employees aged 45 or older accounted for
48% of reported claims in 2002 and 65% of incurred losses. County Sheriff's
Department employees aged 45 and over accounted for 31% of claims and 44% of
incurred losses. Not only are these incident rates high, but the severity of the injuries
increased as well.

Although the high frequency of claims by older workers may be partly a reflection
of deterioration of physical capabilities and the often dangerous nature of sworn-officer
job duties, the age statistics reviewed may also result from abuse of §4850 by older
sworn officers in preparation for filing disability retirement claims.

Claim factors usually trended include time of injury, cause of injury, nature of
injury, part of body, and severity of injury. Inconsistencies in data reporting makes
analysis difficult, but it appears that an increase in the severity of claims is the leading
contributor to rising costs. This makes sense with the claims being reported staying
almost flat over time but the cost of claims escalating. For example, for the City Fire
Department’'s 1998 claims with a reported liability of more than $50,000, there are
currently 16 claims with a total incurred value of $1,343,885. Already in 2002 there are
27 reported claims, each in excess of $50,000 and a total incurred value of $2,903,284.

Wage Inflation

Wage inflation increases salary continuance, temporary disability payments,
permanent disability payments, and vocational rehabilitation benefits because these
benefits are all are based on a worker’s salary at the time of injury. Also, temporary
disability benefits are adjusted for benefit increases every two years.

For County Fire and Sheriffs departments, disability benefits account for more
than 50% of all workers’ compensation benefit payments. During the last three years,
total payrolls increased by 16% for the Fire Department and 19% for the Sheriff's
Department while staffing levels increased by 8% for the Sheriff's Department and only
3% for the Fire Department.

Payroll information was not available for the City Fire Department at the time this
report was prepared.
Benefit Levels

Workers’ compensation benefits, which are established by the California State

Legislature, are subject to revision at any time. Although benefit levels have remained
constant over the last three years, on January 1, 2003, the legislature raised temporary
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disability and permanent disability benefits substantially, with such benefit increases to
be phased in over the next three years. Cost of these benefit increases are estimated to
be up to 7% in 2003, rising to a cumulative increase of 22.8% in 2006.

In addition to newly injured workers, these increases also apply to deputy sheriffs
and fire fighters who have been off work from injury more than two years. During the
last three years, paid disability benefits have increased 86% for the County Fire
Department claims and by 69% for the Sheriff's Department, while payrolls increased by
16% for the Fire Department and 19% for the Sheriff's Department.

Medical Practices

Medical cost inflation and changing treatment patterns also have contributed to
cost increases at County and City departments, including those studied. Medical
inflation continues at a much higher rate (currently about 12% per year)than other types
of inflation, in part because of treatment and testing advances and higher costs in goods
and services, especially prescription drugs.

Because workers’ compensation is a full-pay and total-benefit system for medical
costs, without deductibles, such increases in medical costs show up first in the workers’
compensation system. Even though the cost of many medical procedures are subject to
a state fee schedule, newly developed treatments and testing are not subject to the fee
schedule. For example, surgery. centers are not subject to the state fee schedule,
although medical clinics are.

Another important factor contributing to rising medical costs is that most serious
workers’ compensation injuries involve the injured worker being awarded future medical
benefits for the affected part of the body. When such injuries involve vital body parts
such as the heart or back, there is a high probability of future problems (sometimes
many years into the future) that remains the employer’s responsibility. The costs for
future medical benefits can escalate substantially over time.

Medical expenses account for about 35% of total benefit costs for County Fire
and Sheriff's departments. In just the last three years, medical costs have increased
58% for the County Fire Department claims and 76% for the Sheriff's Department
claims.

For the City Fire Department, medical expenditures in 2002 were about 59% of
costs and were up 19% in just the one-year period, 2001 to 2002.

Litigation Practices
Litigation costs continue to be a significant workers’ compensation cost

component. Because applicant attorneys receive a percentage of unpaid future
disability benefits, any benefit increase results in higher attorney fees. Litigation is
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common in serious injury claims as well as stress and continuous trauma (CT) claims,
such as claims involving the heart or cancer.

Because there are special presumptions for sworn personnel under California
workers’ compensation laws, sworn officers have more CT claims and more litigation
than non-sworn employees. Over the last three years, the cost of defending workers’
compensation claims has increased 173% for the County Fire Department claims and
133% for the Sheriff's Department claims.

Trends in Claims

Trending analysis is a measurement of changes in claim-payment factors and
exposure over time. Shifts in claim factors are important in designing cost-control and
loss-prevention programs to combat specific areas of rising costs and injuries. Changes
in claim factors include not only the who, what, why, and where of injuries, but also
changes in the types and amounts of benefits paid, types and amounts of medical
treatment, and use of medical providers and litigation techniques.

Workers’ compensation standard-measurement tools track workers’
compensation claim trends. These standards apply to both insured employers and
legally uninsured employers and are expressed as: '

Cost per hundred dollars of payroll

Losses per 200,000 man-hours worked
Claim-incident rate per 100 employees

The mix of lost-time claims and medical-only claims
The ratio of litigated claims to lost-time claims

Tracked data includes claims and losses broken down by occupation or job
coding, losses broken down by various reporting levels within the organization, average
cost per claim, average cost per employee, and percentage of claims paid by major pay
types (medical, indemnity, and legal/expense). Certain demographic and causation
factors usually are also compared. These factors include the injured worker’s age, sex,
part of body, time of injury, cause of injury, nature of injury, type of injury, and severity of
injury. Most claim software programs track and report on these factors as part of their
standard reporting packages.

With the importance of ERTW programs, computer information systems can now
track how quickly claims are reported to the claims processor by the employee and the
employer, how fast the employee was treated, how quickly the claim was paid, and
specific case-management services provided. Lost days from work due to injury are
tracked and measured per-claim and per-employee.

Because medical costs have become so expensive, more measurement tools
should be in place in a good information system to measure bill-review savings per
provider, savings and usage penetration from using PPO and HCO providers, and the
monetary savings on using disability and treatment-plan protocols.
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Availability and Accuracy of Data

Much of the unaudited data we received from the City and the County are
unreliable. Because of the data limitations, the accuracy or reliability of the data cannot
be assured.

County Data

Available claim information from the County included paid amounts, reserves,
types of claims, litigation coding, limited demographic information, and reporting dates,
by department. The County also is able to provide payroll, employee count and
program-cost information from other sources. The County’s bill-review provider, CorVel
Corporation, was able to provide basic bill-review and medical-management statistics,
by department; however, such statistics go back only to 1998, making useful trending
analysis difficult. In addition, certain critical data elements are not tracked, such as lost
days and total savings, including permanent disability impacted.

Because the County is legally uninsured and operates on an unfunded pay-as-
you-go basis, there has been little attention given to having full case reserves. The
result is that the County consistently understates each year’s claim reserves as they
develop over time.

Under-reserving will always happen because some claims will become more
costly over time due to unforeseen circumstances. Thirty percent under-reserving the
first year and 50% over the life of the claim is typical. However, the under-reserving at
the County has been much more dramatic.

With claim case reserves understated and no recent actuarial analysis to show
the true expected claim costs, any analysis of cost factors based on case reserves is
flawed. Wherever possible, we used actual payment numbers for comparison purposes
because paid figures are much more reliable. However, future liability is growing and
needs to be better identified and measured so that effective cost-containment programs
can be developed and implemented.

Los Angeles County is now upgrading its claim-software program to a more
current Windows-based version with improved reporting capabilities. Although the
County did not purchase the more sophisticated reporting analysis tools available from
the vendor, the users (including the sworn officer departments and the TPAs) should
have the ability to run basic trending reports on their own, as should the CAO’s staff in
charge of monitoring and helping with the workers’ compensation programs.

However, information is only as accurate and useful as the data entered. There
are serious shortcomings in the available data that must be addressed for future use.
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There is also a shortage of systems experts in the County to assist in report
trending and analysis. Currently only one staff member has the expertise to run all the
reports required by departments, TPAs, and the risk management staff. Upon the
successful implementation of the new system, additional staffing needs should be
promptly determined.

In addition, a major claim-cost element is not captured by the claims information
system. Salary continuance and Labor Code §4850 benefits for sworn officers are paid
through the payroll system, which is not integrated with the claims system. Although the
County is doing a better job of tracking this benefit today, historical data are suspect,
which makes all the total paid and incurred numbers suspect. For example, data shows
that the Sheriff's Department paid $11.1 million in §4850 benefits in year ending 1998;
the amount fell to under $6.0 million in year ending 1999, increased to more than $11.5
million in year ending 2000, and has continued to increase to more than $24.6 million
last year. The dip in 1999 appears to be based upon inaccurate data, given the overall
increases in other categories and the continued increases in §4850 benefits thereafter.

Other data concerns regarding County-provided data include missing data and
the frequent use of “Unknown” or “Other” data fields. For example, the leading cause of
injury last year for the County Fire Department was “Other” (with more than 50% of the
costs), while “Other” accounted for 10% of the Sheriff's Department cause-of-injury
claims. The large number of “Other” and “Unknown” cause-of-injury classifications from
County-provided data indicate that the TPAs are not properly entering cause-of-injury
information when inputting claim data. Internally produced claim summaries recently
produced by the County Fire Department staff showed much lower use of these
classifications.®

Given these data shortcomings, we were able to analyze data provided in the
following areas (all years are fiscal years ending 6/30 of each year):

1. Claim counts/employee counts per year

Sheriff's Department: For the last five years, reported claims have increased from
3,436 in 1998 to 3,912 in 2002, a 14% increase. However, of those claims, lost-
time claims have stayed almost flat, with 2,322 reported in 1998 and 2,335 in
2002. During the same period, employee counts went from 12,582 in 1998 to
14,601 in 2002, an increase of 16%.

County Fire Department: For the last five years, reported claims have increased
from 1,421 in 1998 to 1,491 in 2002, a 5% increase. However, of those claims,
lost-time claims have stayed almost flat, with 1,119 reported in 1998 and 1,136
reported in 2002. During the same period, employee counts went from 3,446 in
1998 to 3,884 in 2002, an increase of 9%.

® These data were not available in time to include in our analysis of claims.
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2. Payroll per year

Sheriffs Department: During the last five years, payroll increased from
$720,000,417 in 1998 to 927,566,861 in 2002, an increase of 29%.

County Fire Department: During the last five years, payroll increased from
$270,442,065 in 1998 to 342,288,219 in 2002, an increase of 27%.

3. Litigation rates per year

Sheriff's Department: Because of the statute of limitations on filing proceedings
on workers’ compensation claims (one year after the last provision of benefits), it
takes many years for all litigation in a given year’s claims to be filed. Looking
back at the 1995 claims year, there have been 764 litigated filings. For 1999,
filings increased to 991, and the 2002 year already shows 794 fi llngs with many
more expected.

County Fire Department: For the 1995 claims year, there were 201 litigated
filings. For 1999, filings are up to 353, and the 2002 year already has 177 filings,
with many more expected.

4. Payments by pay type - Pay type refers to the further breakdown of
payments into various categories, such as temporary disability, salary
continuance, and permanent disability, instead of the broad classification
of disability and medical and expense payments.

Sheriff's Department: During 1998, the leading pay types were:

Medical treatment 32%
§4850 benefits 24%
Permanent disability 23%
Temporary disability 6%
During 2002, the leading pay types were:
Medical treatment 33%
§4850 benefits 26%
Permanent disability 21%
Temporary disability 5%
County Fire Department: During 1998, the leading pay types were:
Medical treatment 35%
§4850 benefits 36%
Permanent disability 20%
Temporary disability 3%.

During 2002, the leading pay types were:
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Medical treatment 37%

§4850 benefits 28%
Permanent disability 21%
Temporary disability 4%

5. Age of the Claimant:

Sheriffs Department: During 1998, employees over 45 years old filed 40% of
reported claims, representing 63.9% of incurred losses. During 2002, employees
over 45 years old reported 30.7% of claims reported, 44.1% of incurred losses.
The incurred percentages may change over time as reserves increase
substantially over time.

County Fire Department: During 1998, employees over 45 years old filed 56% of
reported claims, representing 87.7% of incurred losses. During 2002, employees
over 45 years old filed 48% of reported claims, 65.2% of incurred losses.

6.  Severity of claims: The purpose of severity tracking is to determine if cost
increases are coming from claims of a certain dollar level. The first
consideration is the impact of high-dollar claims. The problem with this
analysis for County is that severity is based on claim reserves and County
has been slow to place adequate reserves on files, especially new files.
We analyzed claims with incurred values over $50,000.

Sheriff's Department: During the last five years, 9.3% of claims (1,797 out of a
total of 19,269 claims) had an incurred value of more than $50,000.

County Fire Department: During the last five years, 10.8% of claims (825 claims
out of a total of 7,666 claims) had an incurred value of over $50,000.

7. Part of body

Sheriff's Department: For 1999, the four leading part-of-body injuries were:

Multiple parts 37.1%
Backs 14.3%
Hearts 11.1%
Knees 10.2%

For 2002, the four leading part-of-body injuries were:

Multiple parts 30.2%

Backs 14.2%
Hearts 11.1%
Knees 13.2%

Because these numbers are based on incurred losses, they may change over
time as claim reserves are adjusted.

37




County Fire Department:

i=or 1999, the four leading part-of-body injuries were:

Multiple parts

Backs
Hearts
Knees

For 2002, the four leading part-of-body injuries were:

Multiple parts

Backs
Hearts
Knees

41.9%
19.2%

6.1%
12.8%

29.8%
14.2%

3.8%
12.8%

Because these numbers are based upon incurred losses, they may change over
time as claim case reserves are adjusted.

8. Cause of injury

Sheriff's Department: The leading cause-of-injury factors during 1998 were:

Overexertion 32.4%
Other 14.3%
Continuous trauma 12.8%
Cardio 9.1%
Fall 7.8%

In 2002 the leading injury factors were:

Overexertion 40.8%
Continuous trauma 13.3%
Other 10.1%
Fall 6.9%

Fire Department: The leading cause-of-injury factors during 1998 were:

Overexertion 54.6%
Continuous trauma 17.5%
Fall 10%
Struck 4.2%
Other 4.4%




In 2002, the leading injury factors were:

Other 55.1%
Overexertion 24.1%
Struck : 6.3%
Continuous trauma 4.8%

With the majority of claims being entered as “Other” and the dramatic shift from
1998, it is clear that the data-entry process is flawed.

9. Lost days: Tracking lost days from work shows the effectiveness of the
ERTW programs. County data are available for the last four years.

Sheriff's Department: During 1999, the total lost days were 83,670, or a rate of
6.4 days per employee. During 2002, the total lost days were 143,820, or a rate
of 9.85 days per employee. However, the year 2002 shows a reduction in days
and rate from the prior two years.

County Fire Department: During 1999, the total lost days were 27,108, or a rate
of 7.81 days per employee. During 2002, the total lost days were 35,111, or a
rate of 9.04 days per employee.

The County is required to file annual reports with the State of California, showing
the number of reported claims for each of the last five years and the amounts paid and
amounts forecast as reserves for those claims. This report is County-wide and not by
department.

Reported liability of each year’s claims over a five-year period illustrates reserve
trending. For the year ending 1998, the County reported its total incurred liability (paid
amounts plus future reserves) at about $83.7 million. One year later, those same
incurred claims were reported at about $132 million, a 58% increase. At the end of the
following year, incurred liability had increased to over $176 million, and by year ending
2002, the amount had increased to more than $225.5 million, a 169% increase from
1998.

Incurred claims (paid amounts plus future reserves) for the year ending 1999 of
$90.2 million rose to almost $152 million at year-end 2000 and more than $227 million
at year-end 2002. This is a 152% increase in just three years.

The year ending claims for 2000 of $103 million increased to $166 million in 2001
and to over $227 million in 2002, a 120% increase in just two years.
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The year ending 2001 claims of $118 million increased to over $176 million at
year-end 2002, a 50% increase in just one year. This shows a consistent pattern of
under reserving.

_If these trends remain consistent, at the end of the fourth year the 2001 claim
year will be in the area of $300 million and year 2002 claims will increase to about $340
million.

Analyses comparing costs with payroll or by claim or employee will be distorted unless
these reserve trends are taken into account. This is why it is recommended that results
be based upon actuarial analysis to estimate expected values.

Historically the County has not performed regular actuarial analyses. The last
report was completed in 1998. It is our understanding from the CAO that an actuarial
analysis is now being competitively bid. We recommend that an actuarial analysis be
performed every two or three years. Much more accurate forecasting and trending
analysis can be developed upon completion of the actuarial study.

City Data

The City’s claim-reporting system collects even less data than the County’s
system. Many key data components, such as claims in litigation, date claim was
reported to TPA, date employee was treated by doctor, date of doctor’s report, and lost
days from work are not tracked in the system, making accurate and meaningful
reporting impossible. The administration of the City Fire Department’s claims is split
between a TPA, which handles the sworn officers, and the City Personnel Department,
which handles the civilian employees. While the sworn officers account for more than
90% of the employees and 95% of the losses, it is difficult to get consolidated Fire
Department data out of the system.

The bill-review vendor, Diversified, was able to provide similar bill-review savings
reports as those received from the County, but not the medical-management statistics
for lost-day savings. Those services are provided by Cambridge Risk Services
(Cambridge). Cambridge is required to use the City’s software system, which does not
track the necessary lost-time data.

The City does not integrate salary-continuance payments into the claims system,
making those numbers unreliable. Like the County, the City is on an uninsured pay-as-
you-go basis, with little emphasis on establishing accurate case reserves, although they
are doing a better job of reserving than the County. The practice of under reserving
distorts trending analysis based upon incurred losses.

Given the City’s limited data resources, we were able to analyze trending in the
following areas:
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Claim counts/employee counts per year: For the last five years, claims
reported have increased 11% from 1,436 in 1998 to 1,598 in 2002. During
the same period, employee counts went from 3,329 in 2000 to 3707 in
2002, an increase of 12%.

Severity of Claims: During the last five years, claims with an incurred
value each of more than $50,000 have increased from 16 claims with a
total incurred value of $1,343,885 in 1998 to 27 claims with a total incurred
value of $2,903,284 in 2002.

Paid and case reserve development over time: Information regarding paid
and case-reserve development was not available at the time this report
was prepared.

Cause/nature of injury The City has a data-entry problem with this field.
For each year, the leading nature/cause of injury field was “Unknown,”
with around 50% of the losses identified with an unknown nature/cause of
injury. On the claims for which data was collected, in 1998 the leading
cause of injury were:

Strain 21%
Multiple injures 10%
Sprain 2%
Cancer 1%
Hearts 1%
During 2002 on collected data, the leading cause-of-injury types were:
Strain 17%
Multiple injures 10%
Sprain 2%
Cancer 3%
Hearts 3%

Part of body: The City has a data-entry problem with this field. For each
year, the leading body part was “Unknown,” with around 50% of the claims
with an unknown body part. On the claims for which data was collected, in
1998 the leading body-part injury types were:

Multiple parts 17%

Backs 7%

Knees 5%

Hearts 4%
41




During 2002, on claims where the data was entered, the leading body-part
injury types were:

Multiple parts 18%
Backs 9%
Knees 5%

Hearts 5%

6. Source of injury: The City has a data-entry problem with this field. For
each year, the leading source of injury was “Unknown,” with around 50%
of the claims with an “Unknown” source code. During 1998, the leading
source of injury factors other than “Unknown” were:

Continuous trauma 16%
Overexertion 15%
Trip 4%
Disease 2%
Struck 2%
During 2002, the leading source-of-injury factors other than “Unknown”
were:
Continuous trauma 19%
Overexertion 19%
~ Trip 4%
Disease 3%
Struck 2%

Availability of Data from Other Public Agencies

Given the limitations of the City’s and the County’s data-reporting systems, we
asked other public agencies to share high-level data with us in order to perform basic
statistical benchmarking. This information included number of claims, employees,
payroll, litigated claims, paid amounts, reserves, lost days, timely reporting of claims,
losses by pay type, nature of injury, part of body, source of injury, and cause of injury.
We also comment on any noticeable claim trends. The following organizations
responded and have been included in our analysis:

1. Orange County, CA
2. Ventura County, CA
3. Maricopa County, AZ

4, Arizona Counties Workers’ Compensation Pool
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PEER COMPARISON — OTHER PUBLIC AGENCIES

1997/98 1998/99 1999/00 2000/01 2001/02

Number of claims

248 229 252 141
Number of employees 1,555 1,689 1,713 2,276
Claims per 100 employees 15.9 } 13.5 14.7 6.2
Payroll 86,275,134 198,203,934 |100,470,510 | 112,858,949 | 155,454,957

5,837,490

Pald amounts er clalm ear 4 123,699 4,697,662 4,849,421

«Number of cIalms~ — 229 226 240 272 244

Number of employees 454 463 490 539 542

Claims per 100 employees 50.4 48.8 49.0 50.5 - 145.0

Payroll 42,556,000 |41,471,000 |46,862,000 |49,507,000 |52,917,000
Pald amounts er clalm ear 2 087 288 1,452,664 1,404,072 2,158,337 1,064,907
Number of clalms 314 3 9

Number of employees 1,261 1,329 1,395 1,426
Claims per 100 employees 24.9 26.6 20.7 . 20.4

Payroll 87,660,000 |89,555,000 (99,752,000 |106,392,000 | 112,850,000

3,039,000 |3 1~74 000 2,260,000 1,254,000 | 1,705,000

138 143 141

122

Number of clalms

105
Number of employees 13299 14534 14321 15207 15627
Claims per 100 employees .8 .8 1 9 9
Payroll 25,719,000 |26,187,000 |32,021,000 |34,836,000 |35,051,000
Pald amounts er claim year 1,660,627 2,944,973 2,720,607 2 327,697 2,762,148
. w ‘Workers’ Compensation Pool (Sheriff's Department on .
Number of cla|ms 236 243 242 304 257
Number of employees 1,152 1,241 1,250 1,277 - 11,252
Claims per 100 employees 20.5 19.6 19.4 23.8 20.5
Payroll 41,946,000 |46,154,000 |48,466,000 |49,540,000 |51,564,000

Paid amounts per claim year | 665,000 565,000 496,000 817,000 884,000

Governing Policy of Each Unit.

General

Workers’ compensation is highly regulated, taking up more than 1,000 pages of the
State Labor Code. In addition, other state and federal laws require employers to follow
numerous safety rules and regulations. These occupational safety and health laws are
administered by Cal/OSHA and require employers to establish and maintain safe work
practices and a safe work environment.

All emplbyers are required to either purchase workers’ compensation insurance
or be approved for a self-insurance program or legally uninsured program covering all

43




employees. Employers who fail to purchase insurance or to legally self-insure for
workers’ compensation benefits are subject to civil and criminal penalties from the state.

Both the County and the City are approved by the State of California to be legally
uninsured. The City and County are subject to audit and penalties from the state for
failure to properly or timely pay benefits to injured workers. The County and the City
must submit annual reports to the state, identifying the number of reported claims,
amounts paid, and the estimated future payments on reported claims. After five years,
only the remaining open claims are reported.

County

It is the governing policy of the County that responsibility for workers’ compensation
is shared among the County departments, the CAO risk management office and
County Counsel (for litigated claims). The County Fire and Sheriff's departments have
dedicated staff to assist in the reporting and investigation of claims, liaise with medical
providers and the operating units on returning injured workers to modified or full duties,
and handle disability retirement issues. Safety and loss-prevention staff ensure safety
compliance and help develop loss-prevention programs.

Department Management

The County Fire and Sheriff's Departments have dedicated sworn management and
supervisory staff overseeing various workers’ compensation functions; however, these
sworn officers are rotated to other assignments every two to three years. Because
workers’ compensation is complex, it takes a couple of years to learn what to do and
how to do it right, making the departments’ managerial efforts inefficient. The County
Fire Department is trying to stabilize this situation and has added a civilian risk manager
to perform the workers’ compensation functions previously performed by sworn officers.
Effective July 1, 2002, the County Fire Department created a Risk Management
Division under the direction of a civilian division chief. This position is responsible for
ERTW, which also is under the direction of a civilian supervisor.

County Risk Management

The County Board of Supervisors approved a plan to consolidate workers’
compensation with all other risk management functions under a risk manager reporting
directly to the CAO.

This new structure allows for a unified effort under strong leadership with the
political clout necessary to enforce industry best practices in all areas of risk
management. The CAO plays a support role for the departments in providing loss-
prevention services and specialized cost-control programs, such as ERTW, unless a
department elects to run its own specialized programs (such as the Sheriff's

¢ Prior to this reorganization, the ERTW Section was in the Administrative Bureau under the direction of a civilian
manager and supervisor.
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Department). It is the CAO Risk Manager’s responsibility to conduct audit and actuarial
analyses of the program and to ensure that the departments and the claim processors
are performing properly.

The CAO takes an active role in selecting and contracting for TPA claim-handling
services and medical-management and bill-review services for the County workers’
compensation claims. The CAO also handles budgeting for and payment of claims,
including oversight of TPAs, bill-review vendors, medical-management services,
vocational-rehabilitation services, computer services, fraud prevention, and return-to-
work and other specialized programs.

Under the new structure, the CAO also oversees all other workers’ compensation
program areas, including litigation and loss prevention. A new risk manager was hired
January 1, 2003, and is working to control costs.

County Counsel

County Counsel handles litigated claims, including approving and contracting with
outside attorney firms to defend workers’ compensation litigated claims. Depending on
whom you talk to, County Counsel handles 30-50% of the litigated claims with in-house
attorneys and uses outside law firms for the remainder of the litigated claims. County
Counsel has assigned in-house attorneys to oversee outside law firms. All the County
departments, except the elected Sheriff, are held accountable by the Board of
Supervisors, which approves service contracts, audits and reports, and program
changes, and exercises settlement authority on high-value cases (over $100,000).

Third-Party Claim Administrators

TPA contracts are specific and detailed. Many written directives augment the
contracts and numerous compliance logs and reports are maintained to evaluate
contract compliance. :

The TPAs have extensive procedure manuals and directives for their staffs to
follow. The bill-review and medical-management vendor works from written procedures
and guidelines and uses industry-established disability and treatment protocols in
working with medical providers and injured workers. The medical community has
developed these protocols as guidelines for appropriate levels of treatment and
disability based upon injury diagnosis. Exceptions to the protocols are reviewed with the
health-care provider to develop more effective plans and to prevent runaway disability
or treatment. ' '
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City

It now is the governing policy of the City that workers’ compensation claims
administration is under the direction of the Personnel Department. Safety and loss-
prevention activities are the primary responsibility of the individual departments and are
supported by the Risk Management & Safety Division of the Finance Department. It is
our understanding that the Personnel Department has requested that the City move the
safety department to the Personnel Department, which will partially consolidate the
program. We support consolidation of all risk management functions, including workers’
compensation, into the department best suited to create and direct the best-managed
program.

Personnel Department

The Personnel Department’s in-house staff handles the workers’ compensation
claims for all City personnel except sworn officer personnel in the Fire and Police
departments. A TPA, Cambridge Risk Management Services, administers the claims for
the sworn office personnel. The Personnel Department has oversight authority over the
TPA, including settlement authority on all claims. The Personnel Department’s staff
monitors activities of the TPA and bill-review vendors.

City Attorney

Litigated claims for the City are handled by.the City Attorney’s Office or by outside
counsel approved and overseen by the City Attorney’s Office. Only outside law firms are
used for the City Fire Department. The City Attorney’s Office has an attorney assigned
to oversee outside firms, but large caseloads do not allow much oversight.

Chief Administrative Office (CAO)

Budget oversight of the Personnel Department's workers’ compensation activities
comes from the CAO. Workers’ compensation costs for all departments is paid from the
Personnel Department’s budget. City departments are not accountable for their claims
costs. It is the CAQO’s responsibility to ensure that the Personnel Department is
performing properly. Little direct oversight is being accomplished. Although independent
claim audits and actuarial studies have been done, budget increases for increased
workers’ compensation expenses are routinely approved, apparently without review.
The Mayor’'s Office has executive authority over the workers’ compensation program
and may issue directives to the departments on structure and accountability for the
program.
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Fire Department

The City Fire Department has assigned staff in the areas of workers’ compensation
claims and loss-control services. The Fire Department Medical Liaison Unit assists all
units in the reporting of claims, liaisons with medical providers, and the operating units
on returning injured workers to modified or full duties. The Unit also handles disability-
retirement issues.

The current early-return-to-work (ERTW) programs.

A primary cost factor for workers’ compensation claims is the length of time off
from work due to disability. Lost time is especially critical for sworn personnel, who
receive up to one year of full salary per injury while on workers’ compensation disability.
Not only does lost time increase salary continuation and temporary disability costs, it
increases the likelihood of permanent disability and increases the amount of any
permanent disability benefit based upon the injury. Injuries that cause extensive
temporary disability are more likely to have long-term complications than injuries that
involve minimum or no temporary impairment.

There also is a direct correlation between the amount of lost days from work and
medical treatment costs. To combat rising costs, employers have discovered the merit
of ERTW programs. These programs are begun as early as possible and are temporary,
usually for up to 90 days.

Under ERTW programs, the employee’s job is modified or changed to meet the
medical restrictions imposed by the treating physician. Studies of ERTW programs
suggest that employees returning to modified duties have less temporary and
permanent disability, and resulting lower medical costs. This is especially true with
sworn public safety officers, as they would have received their full salary whether
working or staying at home during this period. The employer receives not only the
advantage of lower claim costs, but also the value of the work performed. For sworn
officers, returning injured workers to modified duties will free other officers to do the
more strenuous jobs or reduce the need for existing staff to work overtime to complete
all work duties.

The success of an ERTW program is dependent upon several factors. The
treating facility must be willing to allow the employee to return to restricted work and
clearly set out those restrictions to avoid aggravation of the injury.

Because police officers and firefighters perform arduous duties under stressful
circumstances, many treating medical providers are reluctant to approve returning these
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injured workers to modified duties. Additional work and training are needed to convince
the treating providers to use the program. This process is aided by the employer having
medical control for the first 30 days after injury, unless the employee has pre-
designated a physician who meets certain standards. The employer may establish a
network of treating facilities that understand and support the employer's ERTW
program. Because of this short time frame for medical control, it is imperative that
ERTW be implemented as soon as possible after the injury.

ERTW programs require the employer to provide modified jobs or other jobs that
meet the injured employee’s work restrictions. If the employer fails to provide a job
within the work restrictions, the employer remains responsible for whatever temporary
disability benefit is available. The modified job also must not be a form of punishment,
such as lower wages, unreasonable hours or working conditions, or outside the
employees work restrictions. Unreasonable modified jobs may include those that require
the employee to travel much longer distances to work than their regular job assignment.
It is the best policy to require the injured worker to return to their place of regular
employment to do modified duties.

County Fire Department ERTW Program

The County has an ERTW program for all departments other than the Sheriff’s,
which has its own program. The County Fire Department's ERTW program uses a
combination of department personnel under the new County Fire Department risk
manager, CAO personnel, the medical-management personnel from an outside vendor,
and the TPA's claims adjusters.

The County Fire Department’s personnel are charged with reporting industrial
injuries to the CAO and TPA personnel, directing the injured employee to the proper
treating facilities, making sure the treating facilities know of the department’s use of a
modified work program, and working with the injured employee and treating facility to
obtain the proper documentation on work restrictions and availability of work
assignments within those restrictions. They also work with the units to accommodate
injured workers and do periodic follow up with workers and providers until an injured
worker has returned to full duty. They assist nurses and adjusters in obtaining
information required to defend and process claims. On serious claims, they make
personal visits to the injured workers at home or in the hospital.

The CAO has oversight personnel for medical managers and claims adjusters,
fraud, and other investigators, and vocational rehabilitation personnel if the injured
employee requires a modified job or a change in job.

Cases in which an employee loses seven or more days of work are referred to
medical-management nurses.  The medical managers do telephonic medical
management, which includes discussing the case with the injured worker and physician
to resolve any problems or disputes. The nurses use their medical backgrounds and
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established treatment and disability profiles to better obtain the cooperation of the
treating facility and the injured worker.

The nurses also inform adjusters of the appropriateness of the provider's
proposed treatment plan and the expected length of disability. They may also
recommend alternative solutions, such as referral to a medical specialist.

Upon approval of the CAO, field case managers may be assigned to more
serious injuries or complex medical issues. Field case managers visit the medical
providers and injured workers and help all parties ensure the injured worker receives all
the proper treatment needed to effect the best possible recovery. Field-case
management is used only on a small number of cases. As of December 31, 2002, there
were 35 open claims under field-case management for the County Fire Department and
only 15 for the Sheriff's Department.

The TPA claims adjuster is responsible for determining the acceptance or denial
of the claim and, if accepted, to pay timely and accurate benefits according to the
statutes. To be legally excused from paying, the adjuster must determine if the
employee is working or is capable of working and has been properly offered modified
work.

County Sheriff's Department ERTW Program

The County Sheriff's Department handles its ERTW program with its own staff of
employee-relations specialists in the Health and Safety Unit. In addition to ERTW
duties, these specialists assist the units with claim reporting, assist the TPA in obtaining
needed information to defend claims, and work with employees who have non-industrial
disability issues or problems. They also work with employees on retirement issues
(including disability retirement) and on vocational-rehabilitation issues. Their role in
ERTW includes monitoring the employee’s work status, working with the provider on
modified work duties and restrictions, and interfacing with medical-management
personnel. They also handle death-related issues and make personal visits when
needed on severe-injury cases.

City Fire Department ERTW Program

The City Fire Department assists in the handling of its ERTW program with its
own dedicated staff in the Medical Liaison Unit. Using its own database system, the City
Fire Department tracks and works with every injured worker who loses time from work.
(This database does not interface with the claims system database.) The City Fire
Department staff assists the TPA’s adjuster, the medical provider, and any assigned
medical-management nurse to ascertain an injured employee’s work restrictions and
provide a temporary modified job (up to 90 days) within the Department.

Staff also assist the employee, the injured employee’s unit staff, and the TPA
with any questions or information requests. If needed, they also provide information on
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appropriate treating facilities and medical specialists. Should the injured employee’s
unit not have an available position, they actively contact the departments’ units to
establish a job bank of available modified duties. Approximately 40% of injured Fire
Department employees with work restrictions now are receiving modified duties under
the program.

Policy Concerning Medical Providers

General

Medical providers play a critical role in any workers’ compensation claims
program. Workers’ compensation rules and regulations are structured so that issues of
causation of injury, nature and extent of temporary and permanent disability, and need
for vocational rehabilitation benefits are based on medical evidence and not the opinion
of the injured employee or the employer.

Legislative changes in 1994 led to the treating doctor’s opinion on medical and
disability issues being presumed to be correct. Many industry experts believe these
changes have caused increases in medical usage and increased disability as providers
not familiar with workers’ compensation or providers selected by the injured employee
became the provider of record. Legislation effective in 2003 attempts to restrict these
presumptions and to allow for other medical options, but it is too soon to determine what
the impact such changes will have on long-term program costs.

Employers usually have medical control of claims for 30 days after the date of
injury. It is important that during this control period for the employer to direct the injured
worker to medical facilities best equipped to handle the employee’s medical condition.
Such facilities should have personnel experienced in the treatment and reporting of
workers’ compensation claims, share the employer's philosophy regarding ERTW
programs, abide by medically established standards for disability and treatment
protocols, and provide services at competitive rates.

It is best if the medical provider is part of a PPO network that accepts discounts
to the state-regulated fee schedule and communicates with the employer, TPA and
medical-management staff to ensure best claim outcomes and the timely provision of all
benefits. The use of PPO networks extends to other medical services, including
hospitals, physical therapy, drugs, testing, medical equipment, and referral to medical
specialists.

There are various PPO networks that compete for business. PPOs are typically
evaluated on size, geographical strength, and competence of their providers. Because
County and City facilities and workforce are spread out geographically, there must be a
choice of providers over a wide area. Networks typically charge a percentage of savings
under the fee schedule, making it attractive for both parties. There can be secondary
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and tertiary networks under contract. Should the provider not be a member of the
primary network, it may be a member of another network offering discounted rates.

The goal is to promptly provide the best and most-effective medical treatment in
order to minimize the amount of disability and reduce long-term medical costs. If an
employee is satisfied with the medical treatment provided, they tend to stay with the
provider past the employer’s period of medical control.

There are a variety of obstacles to employer control of medical treatment for
injured workers. The law provides that employees may get immediate treatment with
their own choice of provider should such provider meet certain conditions (including
having previously treated the injured worker and having the medical expertise to treat
the specific injury). For example, if an employee designates a chiropractor as his or her
treating doctor but suffers an eye injury, the employee may not use the chiropractor and
must go to the employer-selected facility.

Although little pre-selection is used by employees, pre-selection is used by
employees who have had previous injuries and through litigation or other means have
used other providers. Other examples include the employee not knowing that an injury
is a work-related problem and going to the family doctor for treatment, or having a
medical condition whose work relationship is questionable, such as a heart condition.
Employees who go to their union or an attorney first to discuss their medical problems
are allegedly often directed to providers other than those recommended by the
employer.

In cases of severe injury, the employee will be taken to the nearest appropriate
medical facility without regard to employer control or network affiliation. There may also
be instances when the department supervisor is not familiar with workers’ compensation
procedures and allows an injured employee to go to the employee’s selected facility.
Although it is possible to assume medical control within the time period, from a practical
standpoint, changing from a current care provider should be done only when the
employee is dissatisfied or already needs a change of provider. Disputes over medical
care are a leading cause of litigation and increased claim costs.

Another critical area is referral to a medical specialist. When the medical
condition becomes too complex for the treating physician, referral to a specialist may be
required. It is important to have the injured employee referred to a specialist who is part
of the PPO network with a proven record of successfully treating similar injuries.
Because TPAs and managed-care firms keep a panel of specialists with which they are
familiar, they are responsible in the selection and oversight of the specialists. Early
referral is important to prevent medical conditions from escalating into more serious
problems.

The objective is to provide the best care up front to prevent the need for long-
term care or a less-than-optimum medical result. The departments also have input into
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. the chosen specialists because they also have knowledge of prior results from similar
employee injuries.

County Fire Department

The County Fire Department uses a panel of medical providers composed of
facilities that have treated injured workers in the past and providers recommended by
the TPA and the medical-management firm, CorVel Corporation, which provides the
networks. They use multiple networks and have a penetration rate’ of about 40%. This
low percentage is mostly attributable to (1) the use of hospitals for emergency
treatment, (2) the use of employees’ health care providers, and (3) the long-time use of
providers that do not want to join the network.

The leading providers not in the network were County’s health-plan providers,
Kaiser Permanente and Southern California Permanente. The next largest group of
non-network providers came from doctors used by applicants’ attorneys to support legal
filings. -

The use of PPO networks extends to other medical services, including hospitals,
physical therapy, drugs, testing, medical equipment, and referral to medical specialists.
These network providers are not only familiar with workers’ compensation issues and
reporting, but also accept discounts to the California workers’ compensation fee
schedule.

The network providers were able to generate total network savings of over $1.8
million for the first 11 months of 2002. For the same 11-month period, they reduced
providers’ billed amounts to the fee schedule, saving the Fire Department more than
$8.4 million. Total savings of more than $10.2 million were generated on $23.6 million in
billings, a savings of 44% before fees and 39% after fees.

County Sheriff's Department

County Sheriffs Department uses a panel of medical providers that is a
combination of facilities that have treated injured workers in the past and providers
recommended by the TPA and medical-management firm, CorVel Corporation, which
provides the networks. The Sheriff's Safety and Health Unit takes an active role in the
selection and review of the treating facilities. Because the County Sheriff's Department
uses the same vendor as the Fire Department, CorVel Corporation, they use multiple
networks and also have a penetration rate of about 40%. While this number is low by

7 Number of network providers providing first treatment divided by the total number of first providers.
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industry standards, it is mostly accounted for by the same reasons as the Fire
Department; use of health care providers, applicant doctors, and facilities that do not
want to join the network.

The use of PPO networks extends to other medical services, including hospitals,
physical therapy, drugs, testing, medical equipment, and referral to medical specialists.

The network providers were able to generate additional total network savings of
more than $3.3 million for 2002. For 2002, they reduced providers’ billed amounts to the
fee schedule, saving the Sheriff's Department more than $24.9 million. Total savings of
over $28.2 million were generated on $65 million in billings, for savings of 44% before
fees and 41% after fees.

The County Sheriffs Department also has developed a specialist panel and
works with the TPA on selection of medical specialists. :

City Fire Department

The City Fire Department takes an active role in the selection of medical
providers through its Medical Liaison Unit (MLU). The MLU uses a panel of medical
providers composed of treating facilities that have successfully treated injured workers
in the past and providers recommended by the TPA and the medical-management firm,
Diversified Risk Services, which provides the networks. Although only one network is
used, it is the largest in California, and the penetration rate for first providers was
around 50%. Reasons given for not using network providers were emergency treatment,
healthcare providers, and legal representation.

The use of PPO networks extends to other medical services, including hospitals,
physical therapy, drugs, testing, medical equipment, and referral to medical specialists.

The network providers were able to generate network savings of more than $1.7
million for the period June 2002 through December 2002. For the same period, they
reduced providers’ billed amounts to the fee schedule, saving the City Fire Department
almost $5.4 million. Total savings of almost $7.1 million were generated on $12.9 million
in billings, for savings of 55% before fees and 52% after fees.

The City Fire Department also has developed a specialist panel and works with
the TPA on selection of medical specialists.

Current Safety/Loss-Prevention Programs
All departments have published guidelines and manuals for their employees on
how, when, and where to report claims; how and where to obtain proper medical

treatment for injured workers; and how to assist off-work and disabled workers. These
guidelines outline the responsibilities of the various departments and vendors in charge
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of the workers’ compensation program. Safety and loss-prevention guidelines also are
provided on a consultative basis by the County and City safety personnel.

County Fire Department

Effective July 1, 2002, a Risk Management Division headed by a civilian chief
was created to consolidate and coordinate risk management activities. A captain is
assigned as the Safety Officer reporting to the Risk Management Division Chief. In
addition, each of the three Operations Bureaus has a Safety and Training Captain
assigned. Many of the Training Captains in the Training Bureau also are incident safety
officers.

Other units such as Technical Operations, EMS Section, Training Services
Section, Visual Education Section, and Health Program Coordinator perform a variety of
safety and safety-related functions.

Although the Fire Department currently has a written safety program that details
a command structure for loss-prevention response, it does not address the delivery of
loss-prevention activities. A safety committee chaired by a battalion chief is updating the
Fire Department's safety program and developing a strategy for coordinating and
improving loss-prevention efforts in the Department. This committee consists of
firefighters, EMTs, paramedics, officers, civilian employees, and the recently appointed
Fire Department Risk Manager.

Firefighters state that this new written safety program, in addition to effecting
compliance with all rules and regulations for the Department, will serve as a guide to
safety and loss-prevention training. It is anticipated that the new safety program will
describe procedures for workers’ compensation as well as liability claims handling and
specific training to reduce the frequency and severity of claims. '

Sheriff's Department

Loss-prevention activities at the Sheriff's Department are the responsibility of its
Risk Management Bureau for which primary responsibilities include:

e Employee safety
e Administration of the formal ERTW program
e Claim and litigation coordination with County’s TPA

The workers’ compensation section of the Risk Management Bureau is
supervised and managed by a lieutenant on an assignment that typically runs for only
two years. The primary function of the workers’ compensation section is to manage the
ERTW program for the approximate 8,000 open claims. The ERTW program is
administered by a staff of six senior employee representatives. Staff also meets monthly
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with the Sheriffs workers’ compensation TPA and County Counsel to review claim
status.

In addition to managing the ERTW program, the Risk Management Bureau’s
workers’ compensation section is responsible for employee safety. A sergeant sworn
officer is assigned to work in an advisory capacity with the various Sheriff's bureaus and
safety coordinators and maintains the Cal/OSHA log of accidents.

There is no single loss-prevention program adopted for the Sheriff's Department
as a whole; each Sheriff's unit is responsible for developing and implementing its own
program. We were told that the Department requests and receives training and support
from Employee Support Services (ESS) loss-prevention personnel.

City Fire Department

Safety and Ioss—preventlon functions and activities at the City Fire Department
currently consist of the following:®

A single City Fire Department Safety Officer reporting to the Human
Resources Bureau.

e A Medical Liaison Section consisting of two captains assigned to the
Operations Bureau. The primary function of this section is to perform workers’
compensation claims case management and administration of the City Fire
Department ERTW program.

o A Wellness/Fitness Program consisting of a captain (kinesiologist) and a
professor of exercise physiology contracted by City Fire Department,
assigned to the Operations Bureau. The primary purpose of the
Wellness/Fitness Program is to prevent accidental injuries and reduce the
severity of work-related injuries through a program that strengthens mental
and physical well-being.

e A Stress Management Section consisting of a civilian part-time psychologist
assigned to the Human Resources Bureau. The Stress Management Section
is charged with responding to individual members’ needs regarding
occupational stress. In addition to the civilian part-time psychologist, City Fire
Department contracts with private-practice mental health prowders on an as-
needed basis.

e A Quality Improvement Section composed of three Divisional “Quality Units,”
each staffed with a captain/paramedic and supervised by a battalion chief.

8 Some sections, such as the Medical Liaison Unit (MLU), perform functions that are not pure safety and
loss-prevention functions, such as claims case management and administration of the ERTW programs,
which are more closely identified as a claims management function.
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This section monitors the delivery of paramedic and EMT services,
investigating complaints and reviewing procedures.

e Commanders and safety coordinators at the fire station level who are
responsible for completing first report of occupational injury forms and
coordinating safety activities with the Safety Officer

e An Injury and lliness Prevention Committee focusing primarily on personal-
protective and security equipment.

e Recruit and in-service training addressing a variety of occupational and third-
party safety and loss-prevention issues, including driver safety training.

Other related non-departmental activities include:

e The Workplace Safety Section of the Risk Management & Safety Division
coordinates citywide safety and loss-prevention activites and provides
technical assistance on a consultative basis to City Fire Department

e The City Attorney’s Office, which handles third-party claims and litigation.

e The City Personnel Department, which processes workers’ compensation
claim payments and maintains information about workers’ compensation
injuries and claim payments.

Training for internal supervisors of individual units.

County

County operating unit supervisors are provided procedure manuals that cover the
basic requirements for reporting workers’ compensation claims, processing all
paperwork, including supervisory injury reports, and the on-going monitoring of injured
worker requirements. '

For County departments, besides the department’s staff dedicated to the
program, the various monitors from the CAO are available to assist the units, as is the
staff at the TPA and County Counsel. On occasion the CAQO’s staff or the monitor will
conduct training sessions on various aspects of the program. The TPA staff and County
Counsel have given special classes as well, but on an infrequent basis. However, none
of this is done in a formal process or on a regularly scheduled basis.

AIthoUgh law-enforcement and firefighter recruits receive intensive training

regarding policy and procedures, there is little formal loss-prevention or safety-
management training for the Sheriff and County Fire Department managers and
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supervisors. As part of Sergeants’ Supervisory School, newly promoted County Sheriffs
sergeants do receive three hours of training in workers’ compensation claims reporting
and related issues.

City

The same process is followed by the City; however, both the Personnel
Department and City Attorney have less staff than the County to assist the departments
and there are no regularly scheduled training sessions.

In addition, the management of some of the Fire Department’s units are rotated
every couple of years to new assignments. This means that the managers and
supervisors familiar with the intricacies of workers’ compensation and in the position to
affect the program are regularly replaced with those who lack the knowledge and skills
necessary to best run the program. The specialized departments that oversee workers’
compensation need stable civilian oversight to ensure program continuity and to provide
a consistent training program for supervisors.

Although firefighter recruits receive intensive training regarding policy and
procedure, there is no formal loss-prevention or safety-management training for City
Fire Department managers and supervisors.

Case Management

In the last decade, industry best practices have been developed in the field of
medical management, especially case management, where medical professionals
(usually nurses) use their professional training to help the claims adjuster, the medical
provider, and the employer deal with increasingly complex medical claims.

Among the duties performed by case managers are steering the injured worker to
the best medical providers, authorizing appropriate treatment and testing using
medically established guidelines, coordinating ERTW programs using medically
established guidelines, contracting for reduced rates with providers, and assisting the
injured worker with medical treatment and return-to-work issues.

Effective medical management is done by assigning medical management as
early as possible on those cases with potential for serious disability and extended or
expensive medical care. Medical management is not needed on cases that fall within
industry established medical and disability protocols. For routine cases, medical
management may be done telephonically. On the more serious injuries, such as
hospitalizations and surgeries, field-case management may be required.

Usually standard injury and diagnostic profiles are created that determine what
type of cases should be given to medical management. Once the treatment plan and
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the employee are working, medical management is no longer needed until medical
disputes arise that cannot be routinely handled.

Medical management may be integrated within the TPA where adjusters and
nurses work together to obtain the best outcomes. These services may be built into the
TPA’s fees or priced separately. Independent vendors also may provide medical
management on a flat-fee, fee-per-claim, or hourly basis. They work with the employee,
employer, and adjuster per specific guidelines.

County Fire and Sheriff's Departments

The County contracts for case management with an outside vendor, CorVel
Corporation, for medical case management. CorVel also performs the County’s bill-
review services. County pays on a fixed-fee basis for telephonic case management and
on an hourly fee basis for field-case management. They use pre-designated protocols
for what cases will be assigned to case management and must obtain County approval
to use field-case management. Field-case management is limited to up to 20 hours of
work without additional approval being required from County.

The effectiveness of and savings from medical management are hard to measure
because they result from subjective elements such as treatment and disability, which
may have been avoided or modified by the actions of the nurse. In addition, on activities
such as ERTW, other individuals are working with the injured employee and medical
provider to return the employee to work. These include the claims adjuster from the
TPA, the County monitors, and the department’s own return-to-work staff. This overlap
of services and contacts can lead to work duplication and confusion among providers
and employees as to whom they are to report.

CorVel Corporation provided statistics on the success of its medical-
management program. For the County Fire Department, these statistics showed 198
files currently open for telephone case management (TCM) and 35 for field-case
management (FCM). The average TCM file was open for 3.6 months and generated
fees to CorVel of $634 and savings to County of $10,550. The average FCM file was
open for nine months and generated fees of $2,290 and savings of $9,261.

For the Sheriff's Department, as of December 31. 2002 CorVel reported only 12
files currently open for TCM and 15 for FCM. The average TCM file was open for 6.3
months and generated fees of $975 and savings of $12,697. The average FCM file was
open for 9.4 months and generated fees of $2,622 and savings of $8,750. The County
Sheriff's Department takes a more active role in ERTW and uses less medical
management.

For the County Fire and Sheriff's departments combined, the ERTW outcome of
closed cases that received medical-management services was 84% returned to full
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duty, 5% returned to modified duties, 6% received vocation rehabilitation into a new job,
2.5% retired, and 2.5% remained on temporary disability.

City Fire Department

The City contracts with its claims TPA, Cambridge, including fees for telephonic
medical case management. Cambridge has two nurses on staff who provide these
services for the Fire and Police departments. The nurses use pre-designated protocols
to determine which cases will be assigned to case management and must obtain City
approval to use field-case management on a claim. Field-case management is provided
by an outside vendor, approved by the City, and billed at approved hourly rates.

Because the City’s software system (which the TPA must use) does not track
medical-management statistics such as lost days, diagnosis code, or even cases
assigned to medical management, no medical-management statistics are available.

Incentives to Improve the System

County Fire and Sheriff's Departments

Currently there are limited incentives for the Fire or Sheriffs Department to
improve their workers’ compensation loss exposure. Although these departments are
charged for program costs in their budgets, it is unclear whether the departments fully
understand the process and as a result may feel somewhat powerless to control or
contest the cost allocations.

The County Sheriff's Department has taken a more active role in handling certain
areas of the workers’ compensation program, such as ERTW program issues,
subrogation, fraud, and vocational rehabilitation, but has obtained mixed results. While
there have been improvements in fraud investigation, the costs of the vocational
rehabilitation program have increased. Other results, such as ERTW, do not have
sufficient data to compare, but the payment of §4850 benefits has increased.

The County Fire Department has relied more on other County departments (such
as the CAO and County Counsel) and the TPA to control costs, but it has begun a risk
management program to achieve better cost controls.

Incentives for County TPAs

There are now some incentives (positive and negative) in the TPA contracts for
meeting negotiated claim-handling objectives. Performance above contract standards
results in a percentage increase of fee. Below-standard performance results in a fee
decrease. Although we support this general strategy, results are being offset by the
County’s zero-tolerance policy regarding penalties and excess costs. This unrealistic
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standard negates the benefits of an incentive-based program and has created an
adversarial working relationship between County and the TPAs. The resulting poor
working relationship is counterproductive to promoting beneficial claims outcomes.

The TPAs should be encouraged to develop cost-control programs for which they
can share in the savings with the County. Because any added TPA compensation would
result from additional savings to the County, it would be a win-win situation for all
parties. Although the County’s monitoring program has remained fairly static over many
years, the TPAs have had experience with other cost-saving programs and clients that
could benefit the County.

Incentives for County Bill Review and Medical Management

The bill-review vendors are not paid by incentives for all services they perform. If
the provider is part of the Preferred Provider Organization (PPO) network, the
organization also receives a percentage-of-savings discount between the reduced, fee-
schedule payment and the negotiated network discount.

One way to further expand savings is to allow the bill-review firm to negotiate
quick-pay discounts to non-network providers. Some providers will discount their fees if
they are paid quickly. Savings can be as high as 10-20% compared to current practices
where the provider has to wait for its bill to be approved and paid in the normal course
of business. A quick-pay system requires a guaranteed fast approval and turnaround of
the payment from the County Finance Department, which may not be possible using
current procedures.

Another method to increase savings would be to expand the use of PPO
networks. Although providers may not be members of certain networks, they may be a
member of others. Besides using the bill-review companies’ PPO networks, it also may
be possible to use the TPA’s negotiated PPO networks to improve discounts.

If the County changes the way it compensates outside law firms from a flat fee to
a per-hour basis or per-task basis, a more formalized legal-bill-review process needs to
be set up. The bill-review company may then be paid incentives for lowering legal bills.
There are vendors that specialize in this area of cost control.

Incentives for County Litigation Cost Control

Because outside law firms are paid on a flat fee-per-claim basis, their financial
incentive is to close claims as soon as possible with the least amount of work.® Under
such an arrangement, the longer a file is open and work performed, the less profitable
the case becomes to the attorney. In practice, this problem is compounded by the fact
that the attorneys have the authority to settle the claims without approval of the TPA or

® This information obtained from the TPAs and the CAO claim monitors.
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CAO. ltis in the law firms’ best financial interest to settle the claim and not necessarily
to improve the outcome of the claim. This fee-structure program for outside law firms is
currently under review by County Counsel.

Subrogation is an area that the County has incentives for outside law firms to
collect monies from negligent third parties by sharing in the recovery with the County.
These firms take over the handling of potential subrogation claims when more than
$3,000 has been spent on the injured employee’s claim. On claims with less than
$3,000 in expenditures, the TPA is to reclaim the money from the third party as part of
its servicing fees. Because there is incentive to pursue the collection, the TPA adjuster
often perceives it as more burdensome than productive.

Incentives for City Fire Department

There are no direct financial incentives for the Fire Department to improve its
workers’ compensation exposure. City departments, including the Fire Department, are
not charged for workers’ compensation program costs, which come out of the Personnel
Department’'s budget. City Fire Department personnel do not fully understand the
process and feel somewhat powerless to control costs.

Incentives for City TPAs

Currently there are no incentives in the TPA contracts for meeting claim-handling
objectives. The TPA should be encouraged to develop new cost-control programs for
which they share in the savings. Because any additional compensation to the TPA
would be out of additional savings to the City, it would be a win-win situation for all
parties. Although the City’s monitoring program has remained fairly static over many
years, the TPA will have had experiences with other cost-saving programs and clients
that would benefit the City.

Incentives for City Bill Review and Medical Management

The bill-review vendor is paid on a flat-fee basis for bill-review services, not by
incentives.

Incentives for City Litigation Cost Control

No incentives are currently in place because the City Attorney’s Office handles
subrogation recoveries.
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Culture of the Workplace toward Workers’ Compensation

Any discussion of work culture is inherently subjective and this is true of our
comments regarding the Sheriff and Fire departments included in this study. Historically,
however, for large public agencies, police, fire, and sheriffs departments have a
paramilitary culture with operating systems and attitudes different from other
departments without sworn staff. Such departments tend to follow a stricter chain of
command, adhere to more rigid job duties and job functions, but receive more in the
way of benefits (especially workers’ compensation benefits) than other departments.
Given the more strict work framework and work schedules, sworn officers are more
actively unionized than workers in other departments.

In general, sworn officers pride themselves in performing high-risk, high-stress
emergency-service jobs, with many officers shrugging off minor injuries in favor of
continuing to work. When officers are seriously injured and unable to perform their
normal duties, some officers resist ERTW positions. Because of the favorable nature of
the workers’ compensation laws toward disability benefits and presumptions of injuries
due to medical conditions such as cancers and internal disease, we believe some
injured officers seek to extend benefits in preparation for retirement or to protest policies
or procedures they do not want to follow, such as performing light-duty jobs under
ERTW programs.

The result of these factors and attitudes is that many sworn officers view workers’
compensation as a discretionary program to be used in anticipation of retirement.
Because there is little accountability for workers’ compensation injuries and costs, some
field officers and managers may become indifferent to program performance. These
attitudes of some officers and the inherently dangerous work environments show up in
the high incident rates for reporting injuries.

In 2002 the County Fire Department had an incident rate of 38 reported claims
per 100 employees; the County Sheriff's Department had an incident rate of 27 reported
claims per 100 employees in 2002, and in 2002 the City Fire Department had a rate of
48 reported claims per 100 employees. This compares with the County as a whole
(including the County Fire and Sheriff's departments) of 12 reported claims per 100
employees in 2002.

As previously reported, there is a high percentage of older employees reporting

claims in these departments and they are costing more money per claim than claims by
younger workers.
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Process Used to Identify and Evaluate Fraudulent Claims.

Abuse by the Medical Community

Under the California Labor Code, it is the employer’s responsibility to provide all
medical treatment necessary to return injured employees to their pre-injury condition or
to a state of maximum medical improvement. Because workers’ compensation is the
last (nationwide) full-pay medical system without overall dollar limits, deductibles, or co-
pays by employees, abuse by medical providers falls into the areas of over-treating,
over-testing, unnecessary procedures, extending the periods of disability, and inflation
of the extent of disability.

Because the state legislature has never approved standard treatment or disability
protocols, disputed issues of appropriateness and necessity of medical care are
resolved in litigation by workers’ compensation judges. The judges have the power to
penalize the employer up to 10% of the cost of all medical treatment, not just the
treatment objected to, if the judge finds a failure of the employer to provide reasonable
care.

Because employees have the right to choose their own medical provider, either
through pre-designation or after the statutory period of employer medical control (30
days for the County and the City), medical providers that specialize in treating injured
workers for unions, applicant attorneys, and disgruntled employees have flourished.
The maijority of litigation against the City and the County for sworn officer workers’
compensation claims is by these law firms.

Typically these law firms refer the injured employee to doctors with whom they
have close rapport. This referral makes implementing ERTW and medical-management
treatment plans much more difficult. Once an injured employee has litigated claims or
goes to their own selected doctor, they generally will do so again if they have another
injury. They also provide more treatment, driving up medical costs. The state legislature
is trying to add surgery centers to the fee schedule, but has been unsuccessful to date.

Historically medical abuse is shown by the differences in the cost to treat the
same medical condition under work-related injuries versus non-work-related injuries.
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Abuse by Individual Managers

There is not much opportunity for financial abuse by managers because the
workers’ compensation programs are so divided between the organizations’ various
departments, TPAs, bill-review companies, and medical-management personnel that no
one person has much control over the overall process although there may be the
possibility of collusion.

Although the TPAs are responsible for authorizing and issuing payments, checks
are approved by one department in the organization and printed in another. There are
financial audits to determine if payment guidelines are followed, and there are claim
monitors to review the activities of the TPAs. There is, however, little oversight of what
the CAO is doing at the County or what the Personnel Department is doing at the City
level.

Because unit managers are not held accountable for their unit's workers’
compensation costs, abuse, if any, stems from neglect or indifference rather than direct
financial abuse.

Abuse by Individual Claimants

For both the County and City departments studied, there does not appear to be
evidence of significant direct fraud involving fabricated claims. Both City and the County
workers’ compensation program TPAs have written anti-fraud procedures and
guidelines and staff are trained to investigate potential fraud cases and to refer such
cases for legal prosecution if fraud is suspected. However, because of the difficulty in
proving fraud, the total number of fraud cases referred to the District Attorney’s Office
for prosecution is fewer than 20 per year for the three departments studied and most
are not pursued.

However, the structure of the workers’ compensation system that rewards time
off from work and provides for disability for permanent residuals based upon the
employee’s objective and/or subjective complaints can contribute to claim abuse. Such
abuse takes the form of exaggeration of need for disability and medical treatment,
staying off work when able to work, adding other medical and psychological conditions
to existing injuries, exploiting injuries for disability retirement purposes, and avoiding
limited duty to collect additional disability benefits.

These factors may be contributing to the dramatic increase in §4850 and medical
benefits documented in this report.

Because §4850 benefits allow injured sworn officers to make their full salary tax-
free for up to one year post injury, there can be an incentive for some employees to
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remain off work on disability rather than returning to regular or limited duty. Because
§4850 applies to all injuries, employees are able to report new claims if medical
problems to the same part of body arise, as opposed to reopening the old claim.

Because permanent disability is available for subjective complaints without
objective findings, some injured employees abuse the system by reporting continuing
complaints from their injury. This phenomenon is almost non-existent on non-work-
related injuries where treatment generally results in improvement. The method of
obtaining these additional benefits comes from findings contained in the treating
doctor’s reports. When such abuse occurs, the medical system also suffers the cost of
unnecessary treatment and testing. This may partially account for the dramatic rise in
medical payments in the last year with the County Sheriff's Department up 24% and the
County Fire Department up 52%.

Workers’ compensation abuse also can occur when employees with job-
performance problems file workers’ compensation claims as an excuse for poor work
performance or in retaliation for actual or pending employer discipline. Because the
litigation process favors the employee, such abuse is a way for the employee to combat
job-performance issues or enhance or speed up retirement benefits.

Such abuse is extremely difficult to detect and prevent, and because the system
favors injured workers and rewards disability in ways described above, abuse will
continue to be a major contributor to workers’ compensation costs.

Action by Unions

Tracking data from TPA’s shows that in the majority of all litigated cases unions
refer injured workers with workers’ compensation issues to one or two law firms that
specialize in sworn officer cases. Although the unions probably will continue to support
the expansion of benefits to injured workers, they should support programs to prevent

industrial injuries.

Plans Are In Place to Address the Problem

County
County-wide Plans
Based on recommendations contained in recent risk management organizational

studies,'° the County has consolidated risk management, claim administration, and loss
prevention/safety functions under the direction of a recently appointed the County risk

1 Evaluation of Risk Management Program, May 22, 2001, Warren, McVeigh & Griffin, Inc. Evaluation of
Risk Management Role of The County Counsel’s Office, November 9, 2001, Warren, McVeigh & Giriffin,
Inc.
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manager reporting to the Chief Administrative Officer. The new risk manager is in the
process of reviewing the existing program elements, recommendations for change, and
developing strategies to improve performance. The County is in the process of
upgrading the workers’ compensation claim software system which will allow for better
data tracking and trending. The new system also will allow for the departments and the
TPAs to generate and print standard and ad hoc reports and to perform their own
trending analyses. We understand there have been some delays in the implementation
of the new system and it is unclear when full implementation will be complete.

The CAO Risk Management Branch recognizes that much of the increase in the
County’s workers’ compensation costs has come from the legislature in the form of
additional and expanded benefits. With the legislature’s passage of AB 749, the latest
mandated benefit increases took effect on January 1, 2003, and provides for additional
benefit increases to take effect over the next three years.

The CAO has staff working with other public agencies and industry organizations
in trying to obtain workers’ compensation legislative reform.

The CAO is attempting to negotiate settlement of the disputed penalty and
excess cost issues with the various TPAs.

Although there has been extensive oversight of the TPA function by internal CAO
staff, there has been limited oversight as to how the County Counsel's Office and
outside law firms have performed.

The CAO is in the process of obtaining bids for an actuarial analysis of its
workers’ compensation claim payment obligations, but needs to make such analysis a
regular process. The last actuarial study was performed in 1998.

The CAO is working on improving cooperation between the staff that handle
workers’ compensation claims and those that handle other disability and benefit
programs, such as short- and long-term disability and healthcare benefits. An integrated
- approach could protect against employees obtaining an overlap in benefits and brings

medical and case-management principles to help control costs to the other program
areas. :

The CAO is currently competitively bidding bill-review and medical-management
services and will look at alternatives to improve these programs.

Department Plans

The County is implementing numerous organizational changes to improve and
coordinate risk management activities. For example, the County Fire Department has
created the position of risk manager to better evaluate risk factors and develop loss-
prevention programs and procedures to reduce risk exposure. We think this is a step in
the right direction.
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The departments are working to implement a more aggressive ERTW program to
return injured workers to temporary, modified duties while they recover from work
injuries. This approved plan needs full support of top management to reduce both
disability and medical costs while increasing work productivity.

To obtain better outcomes, the departments have expanded the communications
process on workers’ compensation issues to include scheduled meetings and expanded
use of email with other County departments, the TPAs, and law firms. Joint meetings
are now scheduled to discuss claims and other open issues. The development of a
team approach with integrated information is critical to maximizing resuilts.

A key element in the communication, tracking, and analysis of claim and loss data is
the pending implementation by the CAO of an upgraded claim software system for use
by all departments. It is anticipated that once department staff are properly trained, the
various departments will be able to access the system and run their own management
and trending reports. Although there have been some problems and delays in rolling out
this system, it is possible that the departments eventually will be able to replace or
integrate their own separate reporting and tracking programs with the new claims
system.

The County has increased its fraud-prevention awareness and investigation
activities. The Sheriffs Department now has staff that investigates and prepares
potential fraudulent claims for prosecution. The CAO does the same for the County Fire
Department.

The County is increasing its training efforts for the TPAs and departments on
industry, legal, technology, and procedural issues. We encourage training and
recommend a formal, scheduled training policy be implemented.

The CAO is analyzing how it selects and assigns outside claim investigators to
provide claim investigation and claimant-surveillance services. Currently the
investigators are assigned on a rotational basis without consideration of expertise,
ability, or geographical location.

Plans for County TPAs

Current plans for the TPAs include resolution of contract issues and deployment
of the upgraded computer-software system. The TPAs will then be able to run their own
management and trending reports. The TPAs are also part of the increased meeting
and communication procedures now in place. The TPAs are also part of the expanded
training process and should add their expertise to the training of the departments.

More emphasis is now placed on resolving cases with potential future medical

costs. With medical inflation and new, costly treatment and testing procedures entering
the marketplace, it is crucial to finalize medical expenses wherever possible.

67




During the past year, increases in medical payments exceeded all other
categories, with the County Sheriffs Department payments going from $27,991,329 in
2001 to $34,689,023 in 2002, a jump of 24%. An even more dramatic increase was at
County Fire Department, with medical payments increasing from $8,759,810 in 2001 to
$13,289,887 in 2002, a 52% increase.

Formal procedures have been implemented to actively defend claims that have the
potential for 100% permanent disability awards. These are the most costly claims
because instead of an injured employee collecting a weekly permanent disability rate for
a scheduled period of time (which has a maximum benefit payout of $230 per week for
2003 injuries, rising to a $270 per-week maximum for 2005 injuries) in 100%-
permanent-disability cases the injured employee is entitled to their temporary disability
rate for life. The current maximum temporary disability rate is now $602 per week for
2003 injuries and is going up to $840 per week in 2005. It will adjust each year
thereafter for inflation, based on average weekly wage.

Plans for County Bill Review and Medical Management

The CAO is currently out to bid for bill-review and medical-management services
and will look at alternatives to improving those programs. We encourage that analysis
be based upon claim outcomes and not based solely on fees of the service providers.

The CAO has extended its meeting-and-review process to include the bill-review
and medical-management provider. The County also is trying to analyze the use of
providers to develop better treatment and costing patterns. This analysis also will be
used to add and remove providers from the PPO network, lowering overall program
costs. ‘

The CAO currently is trying to evaluate the effectiveness of the nurse-case-
management program. An objective part of the CAQ’s review of bill-review services is to
expand the computer system reporting capabilities and its integration with the bill-
review/medical-management vendors reporting system.

Plans for County Litigation

County Counsel controls the litigation program and has issued new operating
instructions to both outside law firms and in-house attorneys on the handling of litigated
County workers’ compensation claims. Part of this process included the assigning of in-
house attorneys as liaisons with outside firms and with the TPAs to resolve litigation,
communication, and procedural issues. We support this process.

Included in the new litigation procedures is expanded use of email and other
means of documented communication to help all parties better defend claims against
the County. County Counsel has become more active in meeting with departments, the
TPAs, and other interested parties in developing defense strategies and plans of action
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to best defend cases. County Counsel conducts training sessions on changes in the law
and defending claims. We endorse these efforts.

County Counsel is currently reviewing its method of compensating outside legal
firms as part of a trial program to handle some claims on fee-for-service basis and
compare the results with the current flat-fee basis.

City
City-wide Plans

Although this study did not include an overall risk management organizational
review, we support the consolidation of all risk management functions (safety, risk
management, claims administration, etc.) to the department best able to manage the
workers’ compensation program and all other risk management functions.

The Personnel Department has put forward a 10-step plan to upgrade the workers’
compensation program. Included in the plan are:
Preemployment safety standards, such as good driving records
Safety issues added to employment testing
More safety-specific policy-level directives
Merit pay at General Manager level for lowering claim and improved
reporting : '
Improve data sharing and evaluation with departments
Consolidate safety personnel with claims personnel
Contract sharing for safety services _
Increase training on workers’ compensation issues to the various
departments
9. Change personnel policy to punish safety violations
10. Improve accident investigations

PO~

PNo o

To implement this plan, Personnel must work closely with Risk Management in
areas relating to risk identification, safety, and loss prevention, which are the
responsibility of the Risk Management and Safety Division of the Finance Department.
In addition, the Mayor’s Office will have to issue new directives to City departments on
the importance of loss-prevention and cost-containment issues, as well as give approval
to consolidate all risk management functions in the department or office best suited to
manage all aspects of risk management, including workers’ compensation.

The City is working to upgrade its computer software reporting and interfacing
capabilities to better report, track, and trend work-related injuries. The system should be
replaced with a state-of-the-art system. The cost of the new system will be offset by
improved performance and efficiencies for the users and lower maintenance and
upkeep costs for the software and hardware.
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Department Plans

The Personnel Department and City Fire Department have expanded the
communications process on workers’ compensation issues with other City departments,
the TPA, and law firms to obtain better claim outcomes. Joint meetings are now
regularly scheduled to discuss claims and other open issues to achieve better program
results.

The City Fire Department is building a website to better track and investigate its
injuries. It is studying the possibilities of better integrating computer-software systems
currently in use to track the injuries with the claims system used by the TPA and the
Personnel Department. It also is working to expand training on the current City claim-
reporting system so that the Department can run its own management and trending
reports.

The City Fire Department is working to improve its medical panel, add network
providers, and gain approval for implementing wellness-and-fitness programs. Problems
associated with sports injuries are also under review.

The City Fire Department also is working on more supervisory training and
increasing communication with the TPA, City Attorney, and other City departments. We
encourage pursuing these goals.

Plans for City TPAs

The TPA is being scheduled for additional computer training to allow it to run its
own management and trending reports. Training in other areas is being scheduled and
there is greater emphasis on communication and meetings between the Fire
Department and the TPA personnel. The contract for TPA services is coming up for
renewal, at which time additional options and programs will be explored.

Plans for City Bill Review and Medical Management

The City is working on improving the quality of providers in the network,
expanding the use of network providers by adding frequently used out-of-network
providers to the network, and expanding the range of providers into other areas such as
specialists. They also are exploring the quick-pay option to reduce payments to non-
network providers and ways to legally challenge more bills, especially surgery-center
bills and other litigation-related bills.

The bill-review and medical-management contracts are also up for renewal and

the vendor should be selected based upon its ability to achieve lower program costs as
opposed to lower fees.
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Plans for City Litigation Management

The City Attorney’s Office is responsible for the oversight of the outside law firms
that represent the Fire Department’'s workers’ compensation claims. The City needs to
upgrade its oversight of the litigation process. Currently it does not have the resources
necessary to closely monitor the outcomes of outside law firms. It is hindered in this
process by an ineffective computer-software system.

The City Attorney’s Office has taken over responsibility from the Personnel
Department and TPA for handling fraud claims against the City. It has expanded
resources to work on cases and to refer appropriate cases to the District Attorney’s
Office for prosecution.

The City Attorney is working to upgrade the computer-software system and
access to the City claims system to increase communications with the TPA and the
departments.

Other planning required

Plans for County

The CAO Risk Management Branch is proceeding to complete the staffing and
implementation of a new consolidated risk management structure. Concurrently with the
reorganization it must address the following: upgrading the computer-software-reporting
system to enhance report generation, claim tracking, and trending capabilities for all
interested parties and includes the integration of the various systems into one reporting
database. This enhancement will require the adding and upgrading of resources
devoted to technology and forecasting issues.

A key component of reorganization should be changing the role and direction of
the CAO claim monitors. Although the monitors currently track the TPA’s performance
against contract standards, provide authority for procedures under established
guidelines, and audit for violations from the standards, the monitors do not concentrate
on achieving the best claim outcomes. Instead the claim monitors concentrate primarily
on the underlying claim processes such as timeliness of payment, accuracy of
payments and referral for legal representation.

In cooperation with the TPAs and other vendors, the monitors should develop
action plans for all lost-time injuries. The monitors should take over the settlement
responsibilities from the attorneys and oversee activities of the attorneys and adjusters.
The monitors should use their County experience to institute formal training programs
for the departments, attorneys, and TPAs where needed.
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The monitors should work to develop new cost-savings programs in all areas
including claim management, litigation , investigations (including fraud), subrogation,
vocational rehabilitation, loss prevention, ERTW, bill review, and medical management.
Although they should continue to maintain their claims oversight function, much of this
activity can be part of the computer system upgrade process.

i’lans for Departments

The departments need to make ERTW programs mandatory and to enforce
these policies. Department heads should make it known that unit managers and
supervisors will be held accountable for ERTW program results in their performance
reviews, promotions, and disciplinary procedures.

The new loss-prevention and safety programs will require the same commitment
from the departments as the ERTW program. Making these programs work will require
management commitment, the integration of the various County and department claim-
tracking and accountability systems, and the expansion of the claim-trending and
analysis-reporting system to help design effective programs.

Programs that the departments are not effectively handling or do not have
adequate resources to perform properly should be returned to the CAO or to the TPA
for handling.

Plans for TPAs

The TPA should be given incentives to create and implement new cost-savings
programs. These changes should be reflected in a new agreement between the City
and the TPA, which will be out to bid.

With the changing role of County monitors, the TPAs must be given a more
responsible role in generating better program outcomes. The TPAs should be given
more authority for settling claims and resolving claim issues but still be held accountable
for their decisions. They should be provided incentives to create and implement new
cost savings programs.

The TPAs need to begin a grading system for attorneys and other vendors. The
grades should be communicated to County Counsel and the CAO for oversight. The
inclusion or deletion of the firms from the approved panel should be based on the
quality of their actual file-handling performance.

The TPAs need to be held more accountable for claim-reserving practices and
the early identification of serious injuries and high dollar claims. A formal review of
future medical cases should be completed with the goal of settling or resolving as many
cases as possible. The adding of special resources to this project should be considered.

72




Improvement in the understanding and handling of subrogation and rehabilitation
claims is needed.

Plans for Bill Review and Medical Management

The CAO needs to evaluate the effectiveness of the nurse case management
program and consider changing the protocols to concentrate on resolving problem
cases and the earlier identification of problem cases. Concentrating resources on
problem cases is more effective than a policy of working all cases which may not need
specialized nursing services.

A more active policy to expand existing networks and to include TPA networks is
required. Increases in network penetration rates should reduce both disability and
medical costs. Part of the network evaluation process should be to weed out poor
performing providers while adding more effective providers.

Because the bill-review and medical-management vendor’s software system has
important data not captured in the claim software system, a better method of software
- integration is needed. This will allow for better analysis and cost trend forecasting.

The bill-review firm should be able to negotiate quick-pay discounts to non-
network providers which offer discounts when payments are received within a specified
period. Savings can be as high as 10-20% compared to current practices that currently
offer no discount. Although a quick-pay system requiring fast approval and turnaround
of payment from the County Finance Department may not be possible using current
procedures, it should be explored.

Plans for Litigation Management

With the concurrence of County Counsel, outside law firms that represent County
on workers’ compensation claims are paid on a flat-fee basis and given authority to
settle claims up to 100% disability. This policy promotes a lack of aggressive defense
work-up and creates an incentive to settle claims as quickly as possible. A prior study
recommended a trial program to handle some claims on fee-for-service basis and
compare the results with the current method of payment. While that program was not
instituted, County Counsel is now considering a change to the way it compensates law
firms. '

The legal software system needs to be interfaced with the other claim systems to
-generate better data and information to the affected parties.

Cases of questionable origin or levels of disability are referred to outside
investigation vendors by the TPA with County’s approval from a County-approved list of
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vendors. Currently the investigators are assigned on a rotational basis without
consideration of expertise, ability or geographical location, except for the Sheriff's
Department which uses a limited number of investigation firms.

Plans for City

The City needs to change how the workers’ compensation program is structured.
Because workers’ compensation program costs are the responsibility of the Personnel
Department ‘and not the operating units, the management and supervisors of the
departments and units are not held accountable for their own program resuits.

The City needs to implement a charge-back program wherein the costs of the
workers’ compensation program are identified and become the responsibility of the
departments. Such charge-back system, if properly designed, will encourage the
departments to better enforce workplace-safety rules, comply with the ERTW Program,
and become more active participants in controlling costs and working with the
Personnel Department and the Risk Management and Safety Division (Finance) to
develop new cost-saving programs.

Conclusions

Organizational Issues

All Units

Although there was a relatively small increase in number of claims, employees,
and available payroll for the departments studied, there has been a dramatic increase in
paid benefits. The major contributors to these increases are skyrocketing medical costs,
§4850 benefits escalation and abuse, and increases in permanent disability benefits.

Many of these increases have been due to benefit increases passed by the
legislature. Legislative changes are needed to stem the dramatic cost increases faced
by the departments '

County

The County recently reorganized its risk management functions to consolidate
responsibilities for workers’ compensation claims administration, safety/loss prevention,
and all other risk-related functions under the jurisdiction of a newly created Risk
Manager position reporting directly to the CAO.

This organizational structure is expected to result in a more unified strategy for

managing County’s workers’ compensation and other risk management programs. The
CAO plays a support role for the departments in providing loss-prevention services and
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specialized cost-control programs unless the department elects to implement its own
specialized program such as the Sheriff's Department does with ERTW.

City

Workers’ compensation claims administration is the responsibility of the
Personnel Department with city-wide risk-management and loss-prevention units (which
serve in an advisory capacity to the departments) reporting to the Finance Department.
Primary safety and loss-prevention activities are the responsibility of the individual
departments. However, there is little independent oversight of any of these functions.

This current structure does not support effective management of the overall
workers’ compensation program because responsibilities for various elements of the
program are fragmented. Workers’ compensation costs are the responsibility of the
Personnel Department and not the individual departments. There is no accountability of
departmental management for workers’ compensation performance. Workers’
compensation claims administration and loss-prevention programs have not been a
priority item for the Mayor and department heads.

Implementing the Personnel Department’s cost-containment plans will require
close cooperation with the Risk Management and Safety Division of Finance and the
Mayor should communicate the importance of loss-prevention and cost-containment
issues to the City departments. Because of current fragmentation of functions, we
support consolidation of workers’ compensation, safety, risk analysis, insurance, and all
other risk management functions with organizational placement in the most influential
City department or office.

There is no City policy or procedure to identify and allocate specific workers’
compensation costs back to the departments. Appropriately designed charge-back
(cost-allocation) systems are important because they encourage the departments to
place far greater emphasis on workplace safety rules, to comply with ERTW program
goals, and to become more active participants in controlling costs and working to
develop new cost-saving programs.

Work Culture

Most sworn officers pride themselves in performing high-risk, high-stress
emergency-service jobs, with many officers shrugging off minor injuries in favor of
continuing to work. When officers are seriously injured and unable to perform their
normal duties, some officers resist ERTW positions. Because of the favorable nature of
the workers’ compensation laws toward disability benefits and presumptions of injuries
due to medical conditions such as cancers and internal disease, some injured officers
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seek to extend benefits in preparation for retirement or to protest policies or procedures
they do not want to follow, such as performing light-duty jobs under ERTW programs.

All the three departments reviewed would benefit by attempting to change the
work cultures and attitudes toward workers’ compensation through more aggressive
education of the purpose of workers’ compensation, department policies, goals, rules,
and programs. Because it is easier to educate and train new employees than longer-
tenured employees whose work ethics and culture have already formed, an opportunity
to change the culture is in developing new programs for the recruits.

ERTW Programs

All three departments would benefit from more aggressive leadership in the
administration of the ERTW programs. The Fire Department Chiefs and the Sheriff
should place greater emphasis on enforcing mandatory ERTW programs, making it
clear that unit managers and supervisors will be held accountable for ERTW program
results in their performance reviews, promotions, and disciplinary procedures.

Claim Administration

General

The City and County are legally uninsured and operate on a pay-as-you-go
basis. Although the City appears to be doing an acceptable job in setting claim
reserves, County has consistently understated each year’'s claim reserves as they
develop over time.

County

It is our understanding that an actuarial analysis will be conducted soon after a
vendor is selected. There is no recent actuarial analysis available to assist in trending
payments and reserves. Trends from the data we were provided revealed that workers’
compensation program expenses for County Fire and Sheriff's departments continue to
increase at high levels in excess of increases in payroll, employment, and other inflation
factors. These workers’ compensation cost increases come primarily from increases in
§4850 benefits, medical benefits, permanent disability benefits and in the costs to
defend claims.

The CAO TPA's incentive results are offset by County’s overemphasis on the
penalties and excess costs charged to the TPAs and not on claim outcomes and
developing a positive relationship with the TPAs. The TPAs are not encouraged to
develop cost-control programs for which they could share in County savings and where
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any added TPA fees would be out of additional savings to County. The TPAs are not
financially challenged to do their own trending analysis to identify new or potential
problem areas and are not developing programs to counteract the trends.

Although financial audits are performed to determine if payment guidelines are
followed, and CAO claim monitors review TPA activities, there is little independent
oversight of what the CAO is doing at County or what the Personnel Department is
doing at the City level. The level of independent oversight and tracking of data from the
software systems is inadequate.

The best-run workers’ compensation programs involve all participants working
together as a team to achieve the best outcomes on each individual case. An area
adversely affecting this is the CAO TPA contracts that have created disputes between
County and the TPAs as to responsibility for penalty and claim-error issues. Attempts to
resolve these disputes continue, but all parties have been diverting much time and
resources away from obtaining beneficial claim outcomes. The CAO needs to expand
the cooperation between the departments that handle and oversee workers’
compensation claims, the operating departments, the TPAs, and County Counsel with
regularly scheduled meetings.

The CAO needs to work on increasing cooperation between the staff that handle
and oversee workers’ compensation claims and those that handle other disability and
benefit programs, such as short- and long-term disability and healthcare benefits. More
coordination is needed regarding overlapping fraud and abuse issues as well as
methods for applying medical-management cost-control principles to the other
programs.

The structure of the workers’ compensation system, which rewards time off from
work and provides for disability salary continuance for permanent residuals based upon
the employee’s objective and subjective complaints, creates opportunities for claim
abuse.

Because §4850 benefits allow injured sworn officers to receive their full salary tax-
free for up to one-year post injury, there is an incentive for staying off work on disability
rather than returning to regular or limited duty, especially for employees with work-
performance issues or who are approaching retirement age. To obtain additional or
prolonged benefits requires the approval of the treating doctor, leading to abuse of the
medical system with requests for more treatment, testing and medical aids required for
industrial injuries than for non-industrial injuries.

Too many claims are left open for future medical treatment or unresolved medical
issues.

State-mandated benefit increases will drive up the cost of 100% permanent

disability claims, making them an attractive target for applicant attorneys. The CAO
needs to strengthen procedures to defend these claims.
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The CAO monitors are not responsible for the resolution of litigated claims nor do
they oversee the activities of the attorneys. The monitors do not have a formal training
program for the departments, attorneys, and TPAs. The monitors have not developed
enough new cost-savings programs in all program areas, including claim management,
litigation, investigations (including fraud), subrogation, vocational rehabilitation, loss
prevention, return to work, bill review, and medical management. Although the monitors
should maintain their oversight function, much of this activity can be generated from
enhanced computer reporting, which should be part of the computer system upgrade
process.

The TPAs do not have a responsible role in generating better program outcomes.
The TPAs lack authority over settling claims and resolving claim issues . The CAO does
not provide adequate oversight of the litigation program. The lack of a grading system
for attorneys by the TPAs or the monitors has led to the inclusion or deletion of the
panel firms not being based solely on their file-handling performance. TPAs are not held
accountable for claim-reserving practices and the early identification of serious injuries
and high-dollar claims. Lack of formal review of future medical cases has resulted in too
many claims requiring extensive medical payments in future years that could have been
resolved more reasonably and much earlier. The TPAs lack a complete understanding
of handling subrogation and rehabilitation claims. They need more training and an
incentive program. Because the Sheriff's Department is not doing an adequate job of
handling vocational rehabilitation claims, the program should be handled by the CAO.

Analysis of data given to us reveals that workers’ compensation costs for the
Sheriff's and Fire departments continue to increase far in excess of increases in payroll,
employment, and other inflation factors.

The workers’ compensation department units, the TPA staff, and County Counsel
give department personnel special training classes on a variety of workers’
compensation-related matters, but such training is inadequate.

City

Because the TPA is not offered incentives to pursue subrogation collection, the
TPA adjusters are not aggressively pursuing subrogation recoveries. There are no
incentives now in the City TPA contracts for meeting negotiated claim-handling
objectives. The City TPA should be encouraged to develop cost-control programs for
which they can share in the savings with the City.

Trends from the data we were provided revealed that workers’ compensation

program costs for the City Fire department continue to increase at significant levels in
excess of increases in payroll, employment, and other inflation factors.
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Medical Management

All Organizations

Medical case management is needed on selected cases where the injured
employee is not returning to work in a reasonable amount of time or whose injury has
the potential for significant medical treatment or expenses. The three departments’
methods of providing case management for specific types of injuries or cases that
exceed a set period of disability from work needs to be changed. Only claims that are
potential problem cases or claims that are not within accepted disability and treatment
protocols should be addressed.

Savings from case-management efforts are difficult to measure because they
result from the actions of the claims adjuster from the TPA, County monitors, and the
departments’ own ERTW staff including the nurses. This overlap of services and
contacts can lead to a duplication of work effort and confusion of providers and
employees as to whom they are to report.

The departments do not have effective working relationships with many treating
physicians. Some of the panel doctors need to be trained on the departments’ ability to
provide modified jobs under the ERTW program and on the disability and treatment
protocols to be followed.

The departments are inconsistent in enforcing the use of medical-treatment
panels as allowed by statute.

Not all providers on the medical panels are in the PPO networks.

The departments are not removing providers that are not following the ERTW or
other protocols from the approved medical panel.

Surgery centers are not subject to the state fee schedule.

Additional cost savings are possible by implementing a discounted, quick-pay
program for non-network providers and by contesting more medical liens not supported
by the medical evidence.

County
Vendors should be evaluated on their ability to generate cost savings for County,

on their ability to create additional cost-savings programs, and not solely on their fees
for services.
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City

The bill-review and medical-management vendor's software system has
important data not captured in the City claim software system. The bill-paying process is
inefficient. The bill-review and medical-management contracts do not include cost-
savings incentives.

Litigation Management
County

The departments often take a passive role in the litigation process. Litigated
cases are not now subject to regularly scheduled meetings among the departments,
counsel, the TPAs, and the monitors to develop case strategy and settlement solutions.

County Counsel has assigned in-house attorneys as liaisons with outside firms
and with the TPAs to resolve litigation, communication, and procedural issues. Although
this practice is an improvement over past practices, there still is insufficient oversight of
the litigation process. County’s method of paying outside law firms a flat fee promotes a
lack of aggressive defense work-up and an incentive to settle claims too quickly.
Attorneys are not being held accountable by the departments, the CAO, or the TPAs for
the outcome of the cases.

With County Counsel’s concurrence the attorney’s settlement authority, without
any oversight or approval of the TPA or the CAO required, allows the attorneys to agree
to awards of up to 100% disability. This authority should be given to CAO monitors and
the TPAs. This transfer of authority will require expanding the authority and
responsibilities of the TPAs, which should be done only under strict CAO-established
protocols.

The CAO (except for the Sheriffs AOE/COE investigations) assigns claim
investigators on a rotational basis without consideration. of expertise, ability - or
geographical location. This assignment basis drives up costs on claims and does not
allow for special handling based upon the expertise of the investigator. There is no
formal evaluation process for investigation firms.

City

The City Attorney’s Office does not have the resources necessary to perform
adequate oversight and communications with the outside law firms. The City Fire
Department has cooperated with outside counsel and others, but has not taken an
active role in the litigation process on most cases.
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The City Attorney’s Office also is limited in its oversight role because of
limitations in its computer-software system, which is not integrated with the Personnel
Department’s claim software system.

Computer Systems

County

The TPAs are required to use the County claims software which is inadequate by
industry standards. The CAO has contracted to upgrade the current software system for
use by all four TPAs and all County departments. The new system-modification
implementation is underway but has developed operating problems at the TPA level.
The CAO lacks the technology resources to implement and maintain a system of this
size.

Implementations of this magnitude require a detailed plan with sufficient
technology resources and expertise. A proper plan was not undertaken and a lack of
resources has led to breakdown in the planned system roll-out to the TPAs.

Even the new version of the County system does not track or integrate all the
information needed to properly analyze and trend losses and risk factors. There is no
interface with the payroll system to accurately track salary continuance and Labor Code
§4850 benefits.

The crucial loss-tracking data elements missing in the system include lost days
from work, various medical-management details, and other statistics on case-
management performance. The current computer system is not user-friendly and does
not allow the departments and the TPAs to run their own reports. The TPAs and
departments have not received adequate training in this area.

City

Although the City is working to upgrade its computer software reporting and
“interfacing capabilities, the system is inadequate and should be replaced. The cost of a
new system would be more than offset by the productivity efficiencies gained by the City
Fire Department, City Personnel Department claim processors, TPA claim processors,
and bill-review and medical-management processors. At the same time the new system
would cost less to maintain; it would provide integrity to the financial accounting system
and would provide greater accuracy of the claims data.
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Safety and Loss Prevention County
County

The CAO’s safety and loss-prevention activities are primarily consultative.
Although safety and loss-prevention training and model safety programs are offered to
the departments, the model safety program is inadequate as a practical guide to the
departments. The County provides no central directive for departments to adopt any
particular program or service.

Effectiveness in preventing accidents could be improved by augmenting the
ability to train and assist departments with routine safety matters by adding trained
safety staff under the direction of an experienced safety and loss-prevention manager.

County Fire Department

The County Fire Department Safety Officer is a highly trained firefighter, not a
loss prevention professional. As a captain, this position does not have sufficient rank to
interact and effect changes with battalion chiefs. In addition, the Safety Officer position
is subject to routine rotation every few years. Such rotation creates continuity problems
because new staff are rarely experienced in safety management issues and must learn
on the job, which takes time. There is little proactive loss prevention taking place
because of understaffing. In addition, training officers do not receive regular safety and
loss-prevention training nor participate in safety-committee meetings; they should
receive such training.

The County Fire Department has an injury-incidence rate of nearly 40% which is
very high (see Appendix 1 for comparative data). In part this may be the result of
inadequate physical fitness, performing inherently dangerous and physically demanding
job functions, but also probably the result of some abuse of the §4850 statute. In
response to this problem, County Fire Department has developed a voluntary wellness-
and-fitness program; however, this program has not yet been fully implemented nor
tested. In addition, the wellness-and-fithess program does not have a mandatory
physical-exam element and fitness standards.

The County Fire Department incurs a large number of sports and exercise-
related injuries. More evaluation of this problem, including better identification of what
differentiates sports and exercise-related injuries, is needed to determine appropriate
corrective actions.
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Sheriff's Department

The primary role of the Sheriffs Safety Officer position is managing ERTW
activities and general safety and claim issues. At the level of sergeant, the Safety
Officer does not have sufficient rank necessary to achieve appropriate command
authority. We believe the Safety Officer position should be staffed by a Lieutenant, a
rank more commensurate with the importance of department safety and loss prevention
activities. Also, we believe the current Risk Management Officer position, now a
lieutenant, should be elevated to the rank of captain.

Because the Safety Officer position is subject to rotation every two to three
years), achieving consistent program management with sworn staff is difficult. A trained
civilian safety professional reporting to the Safety Officer could alleviate these problems
by ensuring that at least one key staff knowledgeable in safety and loss-prevention
operations is in place during rotation. Such staffing should help ensure consistent
management of safety-related programs over time.

Although overall safety and loss prevention is the responsibility of the Sheriff with
assistance from the CAO Safety Unit, each watch commander is responsible for
developing and implementing safety programs. Because we did not conduct an audit of
all field operations, it is uncertain whether and to what extent safety and loss-prevention
activities are performed at these levels. An audit of station commander safety and loss-
prevention activities is needed to determine whether changes are needed to improve
performance.

City

The City Safety unit (which is in the Finance Department) functions in a capacity
similar to County in that its activities are consultative in nature. With only three safety
consultants, effectiveness of the Safety Unit is limited.

City Fire Department

In 2001, a detailed audit of City Fire Department safety and loss-prevention
activities was conducted. This department still suffers from the following problems:

e 40% of the City Fire Department workforce continues to have back and
other soft-tissue injuries annually. We believe this is because many
officers are unfit to perform inherently dangerous and physically
demanding job functions and that some officers abuse the §4850 benefits
in preparation for a disability retirement.
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Overall management of City Fire Department safety and loss-prevention
efforts is fragmented and inadequately coordinated and staffed. Safety and
loss-prevention staff have inadequate command authority.

The City Fire Department uses a safety manual, known as Book 75, which is
out of compliance with Cal/OSHA safety requirements, overly detailed, and
difficult to apply in practical use. Book 75 does not follow the City-developed
safety and injury and iliness prevention program model.

Although there is a formal protocol for investigating occupational injuries for
the purpose of developing policy and procedures to prevent accidents, only
the most serious accidents are actually investigated.

- The wellness/fitness program is not mandatory nor is there a mandatory

requirement for physical examinations to ensure that firefighters are
physically fit for duty.

84




Recommendations

These recommendations are for all organizations (County Board of Supervisors,
Los Angeles City Council, County Departments, Sheriffs’ Department, City
Departments, County Fire Department, and the City Fire Department)

1. Greater support be given by the highest management levels to Early-Return-To-
Work (ERTW) programs.

2. Require top management review and approval for any employee exceptions to the
ERTW programs.

3. Explore the possibility of interdepartmental light-duty assignments where
departments cannot accommodate an injured worker on a short-term basis.

4. Departments establish and expand a network of treatment facilities that understand
and support the employers’ ERTW program.

5. Implement ERTW as soon as possible after the injury, because of the short time
frame for medical control.

6. Continue to lobby for legislative reform of the California Workers’ Compensation
system.

County (Recommendations 7 thru 39 below)
Management and Organization

7. The CAO should conduct periodic independent audits and actuarial analyses of the
workers’ compensation program as a further measurement against how the County
program compares with industry standards and other California governmental
programs. :

8. The CAO Risk Management Office should take steps to enhance communications
regarding workers’ compensation with the various County departments.

9. Integrate other absence programs with the workers’ compensation program to bring
cost savings and medical-management principles to the other programs.

10. Establish a formal program for CAO claims monitors and County Counsel to train
the departments on workers’ compensation claim procedures, claim reporting, claim
investigations, loss-prevention techniques, and usage of the computer-software
system.
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Claims Administration

1.

12

13.

14.

15.

16.

17.

18.

19.

20.

21.

Resolve the current disputes with the TPAs over penalties and excess costs.

Perform an actuarial analysis of workers’ compensation costs at least every three
years.

The TPAs and CAO claim monitors should establish reserves for expected ultimate
claims costs as early as possible in the life of the claim.

Create and implement a performance-incentive program to encourage CAO claim
monitors to develop new cost-savings programs.

The CAO should actively solicit cost-saving ideas from the TPAs and reward them
on results using a percentage-of-savings formula.

The CAO claim monitors and TPAs should develop a formal process to review all
cases with lifetime medical awards or high-dollar medical exposure.

Designate funds for the prompt settlement of as many lifetime or open medical
cases as possible.

Change the primary role of CAO claims monitors to responsibility for claims
outcomes.

Establish a baseline of current subrogation recoveries and then provide incentives to
the TPAs to share in recoveries over the baseline.

Return responsibility for vocational rehabilitation at the Sheriffs Department to the
CAO Risk Management Branch.

Require the TPAs to implement a grading system for attorneys and other vendors.

Medical Management

22,

23,

For the case-management program, the CAO should consider changing the
assignment protocols to concentrate on problem cases, including earlier
identification of these cases

For expiring CAO bill-review and medical-management contracts, select vendors
primarily on their ability to lower program costs.
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24,

25.

26.

27.

28.

In addition to using the bill-review companies’ PPO networks, the CAO should
determine feasibility of also using the TPAs’ negotiated PPO networks.

Bill-review vendors should be required to aggressively review surgery-center bills
and discount them to the lowest allowable industry standard.

Consider litigating more medical liens using the recommendations and expertise of
the bill-review vendor.

Arrange for the bill-review firm to negotiate quick-pay discounts from non-network
providers.

Include the TPAs as participants in all scheduled CAO and department meetings
with the bill-review team.

Litigation Management

29.

30.

31.

32.

33.

34.

Change the fee structure of outside defense attorneys from a flat fee to fees based
on services provided.

The CAO should exercise greater oversight of the litigation process, including the
current workers’ compensation litigation program.
claim monitors should be required to review all cases at time of resolution

The TPAs and CAO to evaluate and grade the legal handling and to report findings
to County Counsel and the CAO for appropriate action.

Shift claim settlement authority from County Counsel to the third-party administrators
(TPAs) for claims up to $20,000 and to the CAO for all other claims.

Settle more cases with open medical issues and those that are not settled should
have awards that are carefully worded restricting the nature and scope of further
care based upon the injury.

Base selection of claim investigation firms on ability to produce the best possible
outcomes for County as opposed to selection on a rotational basis.

Computer System

35.

36.

Provide increased data-input training and tracking of claim-data elements by the
TPAs and the claims monitors to ensure that meaningful data is available for future
analysis.

Train TPA and medical-management claims-input staff on proper data entry
protocols to eliminate or reduce missing data.
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37.

Add additional technology resources to fix the problems in the system-conversion
process from a character-based system to a Windows-based information system.
These resources will then be available for enhanced data reporting.

Safety and Loss-Prevention

38.

39.

Develop a more comprehensive and user friendly safety/loss prevention
program, including an Injury lliness Prevention Program (lIPP), to serve as a
template for all County departments. Help the departments to tailor the IIPP to
their own specific circumstances and needs.

Augment the ability to train and assist departments with routine safety matters by
adding trained safety staff under the direction of an experienced CAO safety and
loss-prevention manager.

County Fire Department Safety and Loss Prevention

40.

41.

42.

43.

44,

Elevate the Safety Officer position to Battalion Chief to emphasize importance of
safety and loss-prevention and to aid in acceptance and implementation of safety
and loss-prevention policy.

Require all training safety officers to undergo basic safety and loss-prevention
training administered by the County Fire Department Safety Officer.

The proposed wellness-and-fitness program should be tested, adjusted, and fully
implemented as soon as possible to prevent or reduce severity of injuries caused by
poor fitness and inadequate conditioning.

Make annual medical examinations of all sworn officers mandatory to ensure they
are physically fit to perform job functions.

Because of the high frequency of injuries attributable to sports activities and exercise
programs at station houses, these activities should be investigated to identify
appropriate corrective actions.

Sheriff's Department Safety and Loss Prevention

45.

46.

Elevate the Safety Officer positon to the rank of Lieutenant to be more
commensurate with the importance of safety and loss-prevention activities of the
department.

Add at least two Sergeants to assist the Safety Officer in general loss-prevention
activities including training, accident investigation, compliance monitoring, and
communications.
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47.

48.

Because of regular rotation of the current Safety Officer position, a permanent
civilian safety professional, reporting to the Safety Officer, is needed to ensure
continuation and consistency of loss-prevention objectives during rotation.

Elevate the Risk Management Officer position to the rank of Captain to emphasize
the importance of and commitment to safety and loss prevention.

City (Recommendations 49 thru 71 below)

Management and Organization

49.

50.

51.

To achieve best results, the City should consolidate all claim-administration, risk-
management, and safety/loss-prevention functions into a single high-level
department.

Until this consolidation is achieved, the City Personnel Department, in conjunction
with City Risk Management, should obtain the Mayor’s approval and funding to
implement the 10-step plan for workers’ compensation cost containment. -

The City should implement an easy-to-understand and equitable system to charge
departments for some or all of their workers’ compensation costs.

Claims Administration

52.

53.

55.

56.

57.

Implement a workers’ compensation cost charge-back plan. In developing this plan,
the Personnel Department should build incentives into the plan for managers based
upon ERTW compliance, including creation by Fire Department units of light-duty
jobs for employees of other units.

The Personnel Department should establish standards based on industry best
practices for any renewing TPA contract, such standards to include both
performance incentives and penalties.

The Personnel Department should actively solicit cost-saving ideas from the TPAs
and reward them on results using a percentage-of-savings formula.

Create incentives for the TPA to develop cost-control programs for which they can
share in the savings with the City.

The Personnel Department and TPA should develop a formal process to review all
cases with lifetime medical awards.

Designate funds to settle as many lifetime or open medical cases as possible
Medical Management
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58.

59.

60.

61.

62.

Upon renewal of the bill-review vendor’s contract, convert from a flat fee to an
incentive fee based upon actual savings.

In addition to using the bill-review companies’ PPO network, consider using the
TPA's negotiated PPO networks to improve discounts.

The bill-review vendor should continue to aggressively review surgery-center bills
and discount them to the lowest allowable industry standard.

Litigate more medical liens found unreasonable or not supported by the medical
record by the bill-review provider’s expert staff.

Determine the feasibility of using a quick-pay system for non-network medical
providers.

Litigation Management

63.

64.
65.

The City should increase oversight of the litigation process by adding staff in the
City Attorney’s Office.

The City should review its payment structure for outside law firms.

The City Attorney’s computer system is inadequate and should be replaced or
upgraded and integrated with the City claims reporting system.

Computer Systems (Personnel Department)

66.

67.

Take immediate steps to obtain funding to develop and implement a state-of-the-art
claim software and reporting system.

Increase data-input personnel training and tracking of claim data elements by the
TPAs and the monitors to ensure that meaningful data is available for future
analysis.

Safety and Loss Prevention

68.

69.

70.

Hold managers and supervisors responsible for workers’ compensation and safety
programs and accountable for results.

In conjunction with the Finance Department Risk Management & Safety Division,
develop and implement loss-prevention programs based upon lowering the number
of new injuries in specified high-loss areas or conditions.

Investigate the feasibility of a merit-pay (or other incentive) system for the Fire

Department program staff to reward outcomes in the ERTW and loss-prevention
programs.
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71.

Add additional safety professionals to perform field inspections, accident
investigations and training of department staff.

City Fire Department Safety and Loss Prevention

72.

73.

74.

75.

76.

The Safety Officer position should be elevated to Battalion Chief to emphasize
importance of safety and loss-prevention and to aid in acceptance and
implementation of safety and loss-prevention policy.

Add three Captain positions (one for each Division), reporting to the Safety Officer.
Move the Safety Officer position from Human Resources to the Operations Bureau
to achieve better command and control with other units performing safety and loss-
prevention-related functions.

Establish fitness standards and perform annual medical examinations of all sworn
officers to ensure they are physically fit to perform job functions.

Implement the wellness-and-fithess program as a mandatory program.
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APPENDIX 1

Supporting Data
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Cou

Payments by Pay Category

)?Medical reatment, MO claims

1997/98

169,744

1998/99 | 1999/2000

158,308

172,443

151,480

2000/01

195,360

Medical Treatment, LT claims 5,898,000 7,066,000 8,296,000 7,871,000 11,251,000
™D 580,000 789,000 756,000 905,000 1,164,000
PD 3,080,000 3,435,000 5,405,000 6,480,000 6,470,000
Salary continuance 142,497 131,322 105,803 84,256 77,659
Penalties 18,222 70,181 38,799 92,533 138,959
§4850 6,134,000 3,021,000 9,847,000 7,296,000 8,789,000
VRTD 199,371 302,253 425,579 441,286 490,080
Contract Legal 158,568 202,879 561,625 472,502 553,688
Legal :
Total 17,203,000 16,522,000 27,456,000| 25,393,000 31,304,000
Medical Treatment, M.O. claims 414,761 482,575 730,056 762,832 971,066
Medical Treatment, LT claims 15,085,000 | 17,471,000 23,412,000| 24,490,000 30,257,000
TD 3,039,000 3,241,000 3,866,000 5,004,000 5,113,000
PD 11,088,000 12,795,000 15,942,000 16,656,000| 20,003,000
Salary continuance 671,000 382,000 590,000 1,146,000 1,174,000
Penalties 291,000 346,000 744,000 480,000 257,000
§4850 11,471,000 5,985,000 | 11,515,000| 17,955,000 24,676,000
VRTD 1,994,000 1,407,000 1,922,000 1,944,000 1,852,000
Contract Legal 1,201,000 1,030,000 1,773,000 2,583,000 2,404,000
Legal N/A N/A N/A N/A N/A
Total 48,577,000 46,756,000| 64,686,000 76,029,000| 93,440,000
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Data Summary Sheet

1997/98 |

Number of claims

3995/99 |

1999/2000

11.685]

2001/02

Total incurred
Number

10,832 11,219 11,584 11,655

Cost per claim 21,889 21,944 20,029 17,472 12,740
Number of lost time claims 7,607 7,748 8,171 8,295 7,751
Cost per claim 31,066 31,654 28,276 24,480 18,706
Number of litigated claims 2,825 2,895 2,795 2,612 2,273
Cost per claim 72,859 72,705 67,567 57,770 36,783
Number of employees 81,573 84,645 87,863 88,482 94,220
Claims per 100 employees 13.28 13.25 13.18 13.21 12.37
Payroll 3,428,880,000 | 3,646,398,000 | 3,937,813,000 | 4,436,392,000 | 4,759,389,000
Cost per $100 of Payroll 6.91 6.75 5.89 4.60 3.12
Paid amounts 155,362,000 | 149,431,000 | 130,239,000 90,817,000 42,432,000
237,099,000 | 246,194,000 | 232,020,000 | 204,160,000 | 148,488,000

Other

,626 ; ; 1,491
Cost per claim 26,798 27,724 21,659 15,592
Number of lost time claims 1,293 1,170 1,234 1,136
Cost per claim 33,612 34,605 25,948 19,887
Number of litigated claims 353 292 253 177
Cost per claim 94,879 98,396 74,084 41,488
Number of employees 3,471 3,535 3,392 3,884
Claims per 100 employees . 46.85 41.42 43.75 38.39
Payroll 270,442,000 | 295,021,000 | 311,284,000 | 330,274,000 342,288,000
Cost per $100 of Payroll 12.73 14.77 13.04 9.73 6.79
Paid amounts 19,130,000 | 23,342,000 | 17,502,000 | 11,857,000 5,924,000
Total incurred 34,417,000 | 43,574,000 | 40,589,000 | 32,141,000 23,247,000
Number of lost days 27,109 43,410 34,157 35,111
Lost days per employee 7.81 12.28 10.07 9.04
Leading cause of injury by N/A N/A N/A N/A N/A
year by % of cost
Overexertion 54.60% 44.60% 55.40% 33.80% 24.10%
CT 17.50% 22.70% 24.10% 17.60% 4.80%
Struck 4.20% 3.50% 3.30% 2.10% 6.30%
Fall 10.00% 13.20% 5.40% 15.80% 2.50%
Exposure 6.00% 8.20%. 3.30% 2.80% 3.00%
4.40% 5.50% 8.60% 25.10% 55.10%

Number of claims 3,436 3,683 3,812 3,912 3,912
Cost per claim 22,000 21,866 18,840 15,430 9,453
Number of lost time claims 2,322 2,479 2,608 2,557 2,335
Cost per claim 32,431 32,345 27,373 23,407 15,307
Number of litigated claims 924 991 952 867 794
Cost per claim - 71,707 72,059 63,196 53,230 30,120
Number of employees 12,582 13,082 13,517 13,606 14,601
Claims per 100 employees 27.31 28.15 28.20 28.75 26.79
Payroll 720,000,000 | 781,149,000 | 832,846,000 | 897,639,000 927,567,000
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Entity 1997/98 1998/99 | 1999/2000 2000/01 2001/02
Payroll 720,000,000 | 781,149,000 | 832,846,000 | 897,639,000 927,567,000
Cost per $100 of Payroll 10.50 10.31 8.62 6.72 3.99
Paid amounts 51,811,000 | 50,799,000 | 44,019,000 | 29,144,000 12,032,000
Total incurred 75,591,000 | 80,534,000 71,819,000| 60,361,000 36,978,000
Number of lost days N/A 83,670 124,879 164,292 143,820

qut days per employee

Number of claims

N/A

1436]

6.40

9.24

11.34

1,600

Cost per claim 17,208 17,540 19,645 19,691 21,963
Number of lost time claims 928 899 957 1,085 1,076
Cost per claim N/A N/A N/A N/A N/A
Number of litigated claims 160 97 69 101 139
Cost per claim N/A N/A N/A N/A N/A
Number of employees 2,854 2,918: 3,019 3,053 3,334
Claims per 100 employees 50.32 46.61 52.20 52.41 47.93
Payroll/% change N/A N/A N/A N/A N/A
Cost per $100 of Payroll N/A N/A N/A N/A N/A
Paid amounts 16,118,395 12,814,756 | 14,911,307 | 14,161,822 19,527,193
Total incurred 24,710,000 | 23,855,000 | 30,960,000 | 31,505,000 35,097,000

Number of lost da yS

' Co by

A O W ol iy 52 5§
Number of claims

_N/A

27,108

34,157

35,111

229 226 240 272 244

Cost per claim 11,893 9,796 7,701 11,126 8,216
Number of lost time claims N/A N/A N/A N/A N/A
Cost per claim N/A N/A N/A ‘N/A N/A
Number of litigated claims N/A N/A N/A N/A N/A
Cost per claim N/A N/A N/A N/A N/A
Number of employees 454 463 490 539 542
Claims per 100 employees 50.40 48.80 48.98 50.46 45.02
Payroll 42,556,000 | 41,471,000 | 46,862,000 | 49,507,000 52,917,000
Cost per $100 of Payroll 6.40 5.34 3.94 6.11 3.79
Paid amounts 2,087,288 | 1,452,664| 1,404,072| 2,158,337 1,064,907
Total incurred 2,723,602 2,213,947| 1,848,234| 3,026,187 2,004,615
Number of lost days 2,451 4,539 6,072 4,799 3,142

Lost days per employee
x»‘f T v g T

WOUlLy OF Vel
Number of claims

9.80

12.39

8.90

5.80

314 353 289 294 291

Cost per claim 12,936 9,785 9,201 6,667 10,969
Number of lost time claims N/A N/A N/A N/A N/A
Cost per claim N/A N/A N/A N/A N/A
Number of litigated claims N/A N/A N/A N/A N/A
Cost per claim N/A N/A N/A N/A N/A
Number of employees 1,261 1,329 1,395 1,421 1,426
Claims per 100 employees 24.90 26.56 20.72 20.69 20.41
Payroll 87,660,000 | 89,555,000 | 99,752,000 106,392,000 | 112,850,000
Cost per $100 of Payroll 4.63 3.86 2.67 1.84 2.83
Paid amounts 3,039,000 3,174,000| 2,260,000 1,254,000 1,705,000
Total incurred 4,062,000| 3,454,000| 2,659,000 1,960,000 3,192,000
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Entity 1997/98 | 1998/99 | 1999/2000 2000/01 | 2001/02
Number of lost days 10,204 7,144 5,482 2,794 5,412

Lost da s er emlo ee

809 g

1,346,000 |

1,227,000

1,549,000

[1.97

1,537,000

1,927,000

Medlcal \M O" clalms )

172.443

Medlcal M O c|a|ms
Medical LT claims 54,181,000| 57,977,000 71,407,000| 78,741,000 103,499,000
TD 10,473,000 13,712,000| 16,386,000| 20,292,000 24,376,780
PD 37,633,000| 41,317,000 | 45,128,000| 49,303,000 54,024,000
Salary continuance 9,087,000 9,113,000 9,604,000 9,5<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>