





payments. Below is an estimated breakdown, based on numbers for all funds:

General Fund Executive Branch Spending on Workers’ Compensation

Medical benefits $ 4,091,797
Indemnity benefits 5,659,202
Other benefits 384,357
Administration 1,051,003
Total $ 11,186,359

Minnesota employers have only limited ability to control Workers’ Compensation medical
costs. Minnesota Statutes, section 176.136, grants the Department of Labor and Industry
limited powers to establish a medical fee schedule for Workers’ Compensation benefits.
Minnesota case law forbids employers from restricting injured workers to a network of health
care providers.

RATIONALE: This program is recommended for the following reasomns.

1L

The cost of treatment is currently the most critical area of concern in Workers’
Compensation claims administration and is generally considered to be the
most significant driver of claims costs. To date, the state has not adopted the
kind of claims management practices now becoming common in the private
sector. These management techniques (outlined in the appendix) promise
significant cost reductions for the state and higher quality care for injured
workers. A number of recent publications have suggested that self-insurers
can achieve 15 to 30% savings by using "state of the art" medical cost
management techniques.

Currently, insufficient efforts are directed toward returning injured employees
to work. Reform entails both increased coordination between agencies and
increased training of Workers’ Compensation Coordinators.

The administration of claims in the Safety and Workers’ Compensation
Division at DOER, while adequate, operates less efficiently than it could with
current resources. Agencies served by the division deserve better service for
their administrative dollar.

Recently, the University of Minnesota, as a client of the Safety and Workers’ Compensation
Division, commissioned a review of claims administration at DOER. This review was carried
out by Milliman and Robertson, Inc., a private consulting firm. The review team
recommended, that the University begin evaluating other claims administration means unless
DOER implements a program similar to that recommended here within three to six months.
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FISCAL IMPACT:
($ in thousands)

FY 92 FY 93 FY 92-93 FY 94 FY 95
General Fund $ 300 $ 1,600 $ 1,900 $ 1,600 $ 1,600
All Other Funds $ $ 800 $ 950 $ 800 $ 800

These savings are projected as a result of the active medical cost management program
recommended (points A-E in the appendix). The other recommendations will be financed
from existing reserves and/or existing administrative charges.  These remaining
recommendations represent organizational efficiencies that will yield savings, but they are
not included in the estimates because of difficulty in getting reliable numbers on which to
make estimates and because of a concern that savings be conservatively estimated.

The totals given for the General Fund are presented in greater detail in the appendix.
These savings estimates are equal to about 16.5% of General Fund Executive Branch
spending for FY 1991 Workers’ Compensation costs for medical plus indemnity benefits.

STAFF IMPACT:
Injured Employees will:
¢ receive more communications regarding their injuries and related treatment,
return to work more quickly following the injuries,
receive more appropriate medical services,
need to make phone calls prior to non-emergency hospitalization, and
be encouraged to use a network of quality medical care providers.

Agency managers will:

¢ be more active in managing cases,

be responsible for creating more return-to-work opportunities,

receive more complete and timely information about open cases,

receive more training in case management techniques and procedures, and
have fewer agency injuries and reduced costs over the long run.

® © © ©

DOER employees will:
e have less responsibility for reviewing medical treatment and billing but more
responsibility for other claims management processes, and
e receive more training in case management.

IMPACT ON AFFECTED PARTIES: Medical providers will be subjected to increased
review of their decisions regarding injured employees, which will entail increased
correspondence with medical reviewers. Medical providers will not be reimbursed for
services determined to be unrelated to the injury, unreasonable or unnecessary, not usual or
customary, or excessive.
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METHOD AND TIMING OF IMPLEMENTATION: Administrative Action and Budget.
DOER should begin a Request-for-Proposal (RFP) process immediately to find a vendor to
provide utilization review. Utilizing a vendor would not entail additional budget or
legislative action. This process is expected to take 2 to 3 months because the Department
of Labor and Industry has already prepared an RFP for medical review, much of which can
be used for this purpose. In the interim, before a vendor is chosen by the RFP process, it
is recommended that the division proceed with its current plans to retain a vendor on a
temporary basis.

The Legislature should be requested to appropriate funds to hire three managed care
professionals on a pilot basis to be housed in the Department of Labor and Industry.

The one-time investments necessary for activities G, H, I1, I3 and J in the "administrative
improvements" section of the appendix should be implemented immediately using existing
reserves. Furthermore, activities F and 12, both of which entail on-going expenditures,
should be financed through the reserve fund in conjunction with the current administrative
fees.

DOER and the Department of Finance will determine how the savings can be captured from

agency budgets for the General Fund. Because agency costs will be reduced by the same
amount that budgets are cut, program budgets will not be affected by this proposal.
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APPENDIX

This appendix describes CORE’s recommendation for changes in the Safety and Workers’
Compensation Division in DOER. On this page the program is described in brief. On
subsequent pages, each recommendation is described in more detail.

The Safety and Workers’ Compensation Division in DOER should begin the following
medical cost management program.

A.

C.

D.

Employ a vendor to provide an after-the-fact review of all medical provider and hospital
inpatient billings.

Employ a vendor (or contract with medical professionals) to assist with targeted care
review on a pay-per-case basis.

Employ a 24-hour vendor to pre-authorize admission to hospitals.

Develop, in conjunction with union representatives, a network of medical providers that
can be recommended to injured employees on the basis of the quality of care.

The Department of Labor and Industry should establish the following program.

E.

Hire three managed care professionals to assist the agencies in managing their Workers’
Compensation claims and in developing and implementing return-to-work plans.

Furthermore, the Safety and Workers’ Compensation Division should undertake the
following administrative programs:

F.

Develop and provide an annual training workshop for Workers’ Compensation
Coordinators in the agencies and claims adjusters in DOER, provide manuals to the
agencies, and use the Advisory Board as a means of providing continuing education.
Hire temporaries to review all open cases in order to 1) close inactive files and 2) set
up flags in the computer system that would automatically notify Claims Specialists of
actions that should be taken.

Establish a connection between DOER’s claims management computer system and
1) the payroll/personnel system and 2) the State-Wide Accounting system.

Implement a more rigorous training procedure for Claims Specialists.

Develop a quality assurance and accountability program.
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A. Use a vendor to provide an aﬁér-the-fact review of all medical provider and hospital
inpatient billings.

Bills will be screened for 1) appropriate application of the fee schedule, 2) duplicate
payments, 3) coding errors, 4) whether treatment is usual and customary, 5) whether
treatment is related to injury, 6) whether treatment is reasonable and necessary to cure and
relieve, 7) whether there is excessive use of services, and 8) whether there is indication of
non-provision of services. Currently, only some hospital inpatient billings and some provider
billings are sent for review.

Use of a vendor for this purpose will free up about 5% of Claims Specialists’ time because
Specialists have been doing (5) above to some extent. Claims Specialists could spend more
time doing other activities related to claims management, e.g., checking cases in which the
individual is classified as "Temporarily Totally Disabled" for possible conversion to
"Permanent Totally Disabled." Such conversions lead to savings for the state. (See idea
#193.1.)

Net savings for hospital bill review are predicted as follows: vendors have indicated 7-8%
net savings on hospital bills, and FY 91 General Fund Executive Branch spending on hospital
bills was $1,527,667; thus savings between $106,937 and $122,213 are predicted.

Net savings for medical bill review are predicted as follows: vendors have indicated 15-17%
net savings on medical bills, and FY 91 General Fund Executive Branch spending on medical
bills was $4,091,797; thus savings between $613,770 and $695,605 are predicted.

B. Use a vendor (or contract with medical professionals) to assist with targeted care review
on a pay-per-case basis.

Targeted care review entails intervention with doctors/chiropractors on an exception basis
while treatment is ongoing. For chiropractic cases, the review involves oversight of
chiropractic service provision from the start of treatment. The aim is to reduce chiropractic
spending while keeping all interested parties informed of reimbursement evaluations and
decisions during treatment. For non-chiropractic medical cases, the review consists of one
or more care evaluation sessions involving a medical professional, a claims adjuster, an
agency representative and/or the employee. The outcome of such sessions, besides increased
awareness and information sharing, may be communication between the medical professional
involved in the review and the treating doctor. Targeted chiropractic review is recommended
on a limited basis only: DOER must establish criteria for selecting cases for this type of
review, keeping in mind that the potential benefit must exceed the per-case charge. Cursory
analysis suggests that it would be adequate to select 10 cases per year for this review.
Cursory analysis also suggests that 4 hours per month of care evaluation sessions would be
sufficient. ‘
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Net savings for targeted chiropractic review are predicted as follows: 5-10% gross savings
are predicted on chiropractic bills. Fiscal year 1991 General Fund Executive Branch
spending on chiropractic bills was about $800,000 on about 3100 bills, for an estimated 100
cases. If ten cases per year are selected, gross savings are thus projected to be between
$4,000 and $8,000. Assuming a $250 per case charge by vendors, net savings would thus be
$1500-$5500.

Net savings for the care evaluation sessions are predicted as follows: using 4 hours of
physician time per month at between $125 and $160 per hour, and assuming 1% savings on
FY 1991 Workers’ Compensation medical plus indemnity costs ($9,750,000), net savings
between $90,000 and $91,000 are estimated.

C. Use a 24-hour vendor to pre-authorize admission to hospitals.

In order to control costs by assuring that only medically necessary hospitalizations occur,
many medical benefit plans now ask enrollees to make a phone call before non-emergency
admittance to a hospital. Like targeted care review, this program entails intervention while
treatment is ongoing. The vendor would review the case to determine whether
hospitalization is usual and customary, related to the injury, and reasonable and necessary
to cure and relieve.

Net savings for pre-certification of hospitalization are predicted as follows: vendors indicated
costs for this service ranging from 0 (if other services were purchased) to $165 per case.
They further indicated a $3 to $4 gross return for every dollar spent; thus we estimated 200
admissions and between $99,000 and $132,000 gross savings. Net savings thus would be
between $66,000 and $132,000.

D. Develop a network of medical providers that can be recommended to injured employees
on the basis of the quality of their care for occupational illness.

Use of providers known to give high-quality occupationally-focused health care can reduce
Workers’ Compensation costs by reducing the amount of redundant procedures provided and
increasing the use of procedures known to return people to working status quickly, thus
reducing payments for lost-time. If injured employees trust that network health care
providers were chosen on the basis of quality, and not because of low-cost, use of the
network should be quite high. Agency representatives (including Safety Officers and
Workers’ Compensation Coordinators) in conjunction with union and DOER representatives
should be appointed to develop such a network.

Anoka County (with an average of 16 claims/month) encourages injured employees to use

a designated clinic for both medical and chiropractic care. About 95% of the medical cases
now use the clinic and chiropractic usage has fallen to zero since adoption of this system.
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This success rate is attributed to 1) the personal attention given each injured employee by
the Workers’ Compensation manager, 2) the fact that he advises them of their right to go
where they like, but asks them to try the clinic first, 3) the fact that he advises them that the
clinic does not give the county a discount, that it was chosen because of its expertise with
occupational health, and 4) the fact that the clinic averages about a one-half hour wait time.

If use of the network is less than expected, the state could consider giving employees some
sort of incentive to stay in the network.

Net savings on a provider network are predicted as follows: assuming that savings equalling
1-2% of Workers’ Compensation medical plus indemnity benefits can be achieved, net
savings of between $90,000 and $91,000 are estimated.

E. Hire three managed care professionals, housed in the Department of Labor and
Industry, to assist the agencies in managing their Workers’ Compensation claims and
in developing and implementing return-to-work plans.

Although there are 132 Workers’ Compensation Coordinators among the agencies, only a
few work full-time in this capacity. Furthermore, in the Safety and Workers’ Compensation
Division, there is only one person assigned to assist agencies with return-to-work plans.

The Department of Labor and Industry should establish a pilot project wherein three full-
time, unclassified managed care professionals are hired to assist the agencies with the
management of their case loads and to develop and implement effective return-to-work
programs. These professionals, together with the current return-to-work counselor in DOER,
would be housed in the Department of Labor and Industry. This separate housing will make
it easier for the unit to broker between agencies and DOER and between agencies both
inside and outside the executive branch. Moreover, there are a number of Qualified
Rehabilitation Counselors already housed in Labor and Industry to give the unit additional
professional support.

Net savings on this pilot project are projected as follows: the cost of 3 positions plus
overhead are estimated to be $200,000 and assuming 7.5% savings on FY 1991 medical plus
indemnity costs ($9,750,000), net savings are estimated at about $500,000.

F. Develop and provide an annual training workshop for Workers’ Compensation
Coordinators in the agencies and claims adjusters in DOER, provide manuals to the
agencies, and use the Advisory Board as a means of providing continuing education.

The aim of the workshop would be to establish a common understanding and sense of
mission between DOER and agency staff, establish lines of communication between all
parties, provide information about operation of the Workers’ Compensation system, and
improve the trust- and morale-building skills of the Coordinators.
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The information portion of the workshop should:

1. familiarize staff with the law (types of benefits, etc.) and provide legal updates,

2. explain benefits: who is eligible, how benefits are determined, how costs are charged
back to the agencies,

3. describe methods for monitoring claims that can be used at the agency level and
suggest uses of DOER-provided information,

4. explain claims forms and different processes for handling them (e.g., by modem),

5. explain the Second Injury registry and actions that should be taken at the agency level
to increase Second Injury registration (see idea #193.1),

6. explain employees’ rights and responsibilities, and

7. help staff design safety and loss prevention programs for their agencies.

The information portion of the workshop should be provided partly by DOER staff and
partly by outside experts. The trust- and morale-building portion should be provided by
someone skilled in helping organizations develop a service-delivery orientation. The
remainder of the workshop should be facilitated by an organization skilled in helping
individuals develop a common mission and improving communications.

For on-going education, the division should provide the agencies with a manual, similar to
its "Safety Saves" manual, regarding agency-level claims administration. Advisory Board
meetings should be used for education and to follow up on workshop issues.

Staff in the Training and Development Division of DOER estimated that the cost of the
proposed workshop would be less than $5,000. This workshop and ongoing training
recommended here can be funded from current administrative charges.

G. Hire temporaries to review all open cases in order to 1) close inactive files, and 2) set
up flags in the computer system that would automatically notify Claims Specialists of
actions that should be taken.

The University of Minnesota report suggested that up to a third of all open cases currently
at DOER are inactive and should be closed. Managers must have an accurate accounting
of open claims in order to make informed decisions about how to use resources.

The Safety and Workers’ Compensation Division at DOER has a new Unisys 5095 computer
and a new claims management software package called GenComp. The system began
working approximately one year ago. Although much information was transferred to the
computer at the time of purchase, much was not. Furthermore, the computer’s diary facility,
which flags Claims Specialists of actions to be taken on a case, is not being adequately used.
Diaries can be entered that are peculiar to a particular case and/or the system can be
programmed for automatic diaries. Currently, there are two automatic diaries: 1) on
medical-only claims, a 180 day review of reserves and the possibility of closing the case, and
2) on lost-time claims, a 30-day review for whether a rehabilitation consultation is necessary.
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Additionally, GenComp currently cannot produce the kinds of summary reports that agency
representatives need to control injuries and Workers’ Compensation claims. For example,
GenComp cannot now produce, by agency and facility, 1) a breakdown of benefits by
medical/indemnity/legal/other costs, 2) all penalties applied, 3) the names of employees
with open claims by classification, or 4) all open claims, by status and amount paid.

An additional use of GenComp that should be programmed is a status line for Second Injury
registration that transfers to ALL CASES on that employee. (See idea #193.1 for a
description of Second Injury registration and potential cost savings attached.)

Temporary Claims Specialists should be hired to close inactive files and enter non-automatic
diaries on all open claims. Additionally, GenComp should be customized to allow the
summary reports production described above and to include more automatic diaries.

Specifically, there should be automatic diaries for:
e 30 and 60 day rolling reviews for reserve levels, possible return-to-work, and
permanency status,
e Medical Target Date Guide dates, and
e filing for reimbursement from the Special Compensation Fund for second-injury
claims.

The Medical Target Date Guide is a reference for claims adjusters suggesting lengths of
treatment for different injuries. Such flags on the computer system will assure that claims
are reviewed at proper intervals and thus managed more appropriately.

Given that there are about 7,500 open claims at any moment, that a temporary Claims
Specialist can close or diary active files at a rate of 50-100 files per day, and that temporary
services cost $240 per day, the cost of this activity is estimated at $18-36,000. Programming
of automatic diaries is done by California Interactive Computing (CIC) at either a $100 or
$200 per hour rate, depending on difficulty. DOER has estimated the cost of all GenComp
customization described here at between $15,000 and $50,000. Thus the cost of this project
is estimated between $33,000 and $86,000. This project can be funded from existing reserves.

H. Establish a connection between DOER’s claims management computer system and both
the payroll/personnel system and the SWA system.

This will assure that employees are appropriately paid, but not overpaid, for salary loss and
will prevent the double entry of data (and associated errors).

The current process for Workers’ Compensation check issuance takes 5 working days and
involves entry once onto GenComp and once onto SWA. Following the entry process, there
is a tape transfer between the two systems to verify that the two systems have the same data.
Errors occur because 1) salary and sick leave data is entered manually on each claim, often
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using out-dated information, and 2) data is entered twice. Direct GenComp interface with
the payroll computer (to get wage rate and vacation/sick-leave accrual data) and with the
SWA system could reduce errors significantly. Furthermore, a data entry position could be
eliminated. The interface with payroll could be done using magnetic tape and some
GenComp customization. The interface with SWA would require purchase of a significant
amount of hardware.

The estimated cost of establishing an interface with the payroll computer is $20,000 because
a similar GenComp customization was completed in early 1990 for that cost. The estimated
cost of establishing an interface with SWA is $33,000, broken down as follows:

7 PCs @ $3,500 $ 24,500
7 copies of one software program @ $700 4,900
7 copies of another software program (free) 0
7 copies of another software program @ $200 1,400
GenComp customization 2,000
TOTAL $ 32,800

This activity can be funded from existing reserves.

I. Implement a more rigorous training procedure for Claims Specialists.

DOER has no formal claims management training program, and all training is provided
primarily by on-the-job coaching. The University of Minnesota study found that the authority
of Claims Specialists was unusually high given the inexperience of the staff and the
Supervisor/Specialist ratio. Furthermore, the division pays the producer of GenComp
substantial sums for even the smallest software customization when a rather inexpensive
course is available that would train an internal systems person to make such changes.
(Currently, changing even one word in a form letter costs DOER a minimum of $200.)

DOER should 1) provide Claims Specialists with outside courses in basic insurance
operations, 2) provide Claims Specialists with seminars on pertinent issues using outside
experts once per quarter, and 3) provide a systems person with GenComp training.

The outside courses recommended here are expected to cost ($250/course/student) x
(15 students) x (2 courses each) = $7,500. The estimated cost of the seminars is
(8250/seminar/student) x (15 students) x (4 seminars each) = $15,000 per year. The
GenComp course costs $1,000 per student, including travel. Recommendations 1 and 3
above can be funded from existing reserves. The ongoing training recommended in 2 should
be funded from current administrative charges.
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J. Develop a quality assurance and accountability program.
The program should include:

1. The establishment and monitoring of comprehensive claims adjustment procedures
that include use of a check list of things to be done for every new case that comes in
and referral of cases outside the norm for review by supervisors. Monitoring should
include: a) random case review by supervisors, b) surveys of service satisfaction sent
to injured employees and agencies, and surveys of outside legal help as a source of
recommendations for improvement, and c¢) managerial review of all reports of
overpayment and every case on which a penalty is assessed.

2. Improved complaint handling procedures.

3. Increased use of the Steering Committee and Advisory Board.

The only potential cost to the division may arise in the development of a survey tool. It

appears that $2,000 is the outside limit on this cost. This cost can be funded from existing
reserves. The rest of the program represents a priority use of supervisor time.
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CORE PROJECT 1 ANALYSIS

PROJECT # 23: Workers’ Compensation (State Only): Special Compensation Fund
Reimbursement
IDEA # 193.1 FY ’92-93 GF Savings: $1,340,000

RECOMMENDATION: Improve the procedures used by state agencies and the Department
of Employee Relations related to 1) the submission of requests for Second Injury
reimbursements from the Special Compensation Fund, and 2) the establishment of
"permanent total" disability for injured workers, to take better advantage of offsets and
reimbursements available under the current Workers’ Compensation laws. See appendix for
details.

COMMISSION ACTION: Approved - Vote: 15 to 0.

BACKGROUND: The Special Compensation Fund (SCF) in the Department of Labor and
Industry is a revolving fund into which all insurance companies and self-insured employers
(such as the state) pay a bi-annual assessment. The SCF uses about 80% of this assessment
to reimburse employers for Supplemental Benefit or Second Injury benefits paid. (The
remainder covers administrative costs and benefits paid to employees injured while working
for uninsured employers or self-insured employers who subsequently went bankrupt.) The
SCF assessment on employers equals 31% of indemnity payments” in the previous half year.

The State of Minnesota, as an employer, is self-insured for Workers’ Compensation. The
Safety and Workers’ Compensation Division of the Department of Employee Relations
(DOER) manages those claims for the individual state agencies. DOER pays Workers’
Compensation claims and bills agencies for these payments, as well as for administrative
costs and the SCF assessment. The difference between administrative fees collected and
actual costs stays in a fund which can be used for special projects.

Second Injury Reimbursements .
Second Injury benefits are reimbursable from the SCF to employers for certain Workers’

Compensation benefit payments and do not affect the amount of benefits received by injured
employees. Through the Second Injury program, employers can be reimbursed for Workers’
Compensation payments made to employees who 1) are registered prior to injury, and
2) have received either 52 weeks of indemnity payments or $2,000 in medical payments. This
reimbursement may continue for the life of the injury, often until the death of the employee.

"There are two types of indemnity payments: 1) continuing payments to replace lost wages,
and 2) a lump sum payment to compensate the employee for the fact of a disability.
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Employers receive 100% reimbursement for payments on injuries that would not have
occurred but for the previously registered condition. For injuries that are deemed more
serious due to the registered condition, the percent of payments reimbursable is based on
a medically-determined assessment of the portion of the disability due to the second injury
alone.

Any employee who has one of a number of permanent disabilities (e.g., diabetes or epilepsy)
or a permanent partial disability covering more than 10% of the body can be registered.
Registration is voluntary on the part of the employee, who can refuse to provide supporting
medical documents. In order to receive these reimbursements an employer must 1) file a
Notice of Intent to Recover with the SCF no later than 1 year after reaching the 52
week/$2,000 threshold, and 2) file for reimbursement annually. Thus, employers need to be
diligent in registering employees, in filing an Intent to Recover, and in filing for
reimbursement. The process is summarized below.

Registration--> Injury--> Intent to Recover--> 52 wk/$2,000 threshold-->
Reimbursement Request--> Annual Reimbursement Requests

Conversion to Permanent Total Disability Status

Employees who cannot work at all following their injuries are normally classified as
“temporarily totally disabled" (TT) until there is evidence that the disability is permanent.
The length of time preceding reclassification of an individual as "permanently totally
disabled" (PT) varies depending on the injury. Rehabilitation experience indicates that the
probability of returning to work decreases substantially after 2-3 years have passed since the
injury occurred.

Conversion to PT status is a process that involves 1) the employee and his/her legal
representation, 2) the insurer (DOER), and 3) the Department of Labor and Industry
(DOLI). DOLI oversees the conversion process as a neutral party and to assure that PT is
not declared too soon. After an employee is converted to PT, and after $25,000 in PT
benefits have been paid, the insurer may reduce Workers’ Compensation payments dollar-
for-dollar. for any Social Security and Minnesota State Retirement System benefits the
employee receives. Reduced claims payments by agencies can be captured for the General
Fund. 1t is also permissible, when there is just cause, to back date an employee’s conversion
from TT to PT, which reduces claims payment by pushing back the date after which the
claim can be offset for Social Security and retirement benefits.

RATIONALE: Adoption of the program is recommended for the following reasons.
1. It requires changes only to the registration and claims processes and work flow.

2. The initial effort will yield years of savings.
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The proposed changes address the critical junctures where the state may be missing the
opportunity to claim funds for which it is eligible under the current laws. Adopting these
management improvements will increase the percentages of:

1.  eligible employees who register Second Injuries;

2. employees on the DOLI register whose registration is on file at DOER,;

3. cases involving injuries to registered employees for which a Notice of Intent to
Recover form is filed,;

4. eligible cases for which annual reimbursement is filed; and

5.  cases successfully defended when appealed or questioned by the SCF.

Savings from increased diligence are potentially significant. For example, a worker at DOER
who was reviewing files for closure recently uncovered a file which has generated a SCF
reimbursement for the state of $78,000 to date. Because benefit payments in both Second
Injury and PT cases often continue until the death of the employee (20 years on average for
Second Injury cases), the overall cost savings due to initial diligence may be extremely large.

Average reimbursement value is difficult to assess because such records are not kept, and
because of the number of variables involved in the calculation of benefits: injury type,
treatment and length of recovery; pre-wage earnings; and age of recipient. Individuals at
DOER and DOLI estimate that the typical annual reimbursement for Second Injury medical
and benefits may be $30,000, and for the PT offset, $7,500.

FISCAL IMPACT:
‘ ($ thousands)
FY 92 FY 93 FY 92-93 FY 94 FY 95
General Fund $875 $465 $1,340 $465 $465

Fiscal Year 1992 savings reflect the results of the intense review of over 7,500 active files,
and the reimbursements that will be made retroactively to the date of eligibility. Review of
a 190-file intermediate caseload has uncovered 3 Second Injury cases which are eligible for
reimbursement and 3 cases for which PT conversion is recommended. Using this sample,
it is reasonable to predict an additional $930,000 in Second Injury reimbursement and
$187,500 in PT conversion offsets. An additional amount is projected to be saved due to
retroactive reimbursements. Total predicted savings from the initial review should reach
$1,250,000, of which the General Fund share is estimated to be $875,000.

Annual, recurring savings are the result of improved practices, including coding files in a
diary system, informing employees, and more diligently monitor Second Injury registrations.
DOER estimates an annual General Fund savings of $168,000. Based on historical trends,
the General Fund savings calculated for PT offsets is $297,000.
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The cost of implementing all of the recommended administrative changes is minimal, and
can be funded by DOER’s surplus administrative fees. Costs are less than $2,000 for forms
creation and distribution, medical records payments and filing of Notice of Intent to Recover
documents. It will cost $15,000 to $50,000 for modifications to computer software and
$25,000 to hire claims management temporaries to review all active files and set up diary
entries for future reviews. (This activity can be done simultaneously with other activities
recommended in Idea #193.2, where these two costs are addressed.)

STAFF IMPACT: The impact on staff will be minimal. Trained temporary workers with
Workers’ Compensation claims management expertise will handle the review of active files.
The responsibility for the administrative changes will fall on employees of the agencies and
of DOER, but should not significantly increase the workload of any individuals. Customizing
DOER computer software should make the overall process more efficient.

IMPACT ON AFFECTED PARTIES: Generally, employees converted from TT to PT have
increased their take-home pay. Some, however, depending on the employee’s pre-injury
wage rate and eligibility for Social Security benefits, see decreased take-home pay.
Minnesota ensures a base level of benefits through the Supplemental Benefits program.
Because of the number of variables and the complex criteria involved in calculating benefit
levels, the percentage of recipients in each category is unknown.

Some employees believe that, because names on the Second Injury registry are public
information, registration may reduce their future employability. Ironically, this program was
set up to help injured or disabled workers by providing an incentive to employers to hire
them. As long as registration remains voluntary, employees with this concern retain the
option to decline to participate. Workers for whom the state is receiving Second Injury
reimbursement will see no change in their benefits.

METHOD OF IMPLEMENTATION: Administrative Action. Individuals within agencies
will be responsible for making changes to the current processes. To realize the savings for
the General Fund, the Department of Finance and DOER will establish a procedure to
identify and capture these savings from agency budgets. Agencies, which would otherwise
have continued to pay for benefits to these injured workers, should not feel a negative effect
on their budgets.
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APPENDIX

To achieve the savings and the resulting benefits defined in the text, the following actions
are necessary:

Second Injury Cases

LA.

LB.

1C

LD.

LE.

LF.

IL.G.

LH.

DOER will undertake a review of all active files to determine if any are eligible for
Second Injury reimbursement.

DOER will create a simpler, more "user-friendly" form for registration of Second
Injuries, and an accompanying medical records release form to be processed by
agency personnel offices. Agencies will mail the release form to the employee’s
doctor, and pay any fees for record retrieval and photocopying.

DOER will initiate a public information campaign. Training classes for supervisors
and managers (who should be alerting employees who develop eligible illnesses) will
include a discussion of the Second Injury program. DOER will also place articles in
the DOER health newsletter at least annually.

At least once every two years, agencies will distribute a registration form and an
explanation of the program to solicit registration of new conditions which may have
developed due to the aging process (eg. diabetes, heart disease).

Agency Workers’ Compensation Coordinators will maintain a list of registered
employees, and cross check that list at least every six months with new injury files.
DOER will obtain a similar list from DOLI and cross-reference it as well.

- DOER will modify both the back of the First Report of Injury form and the on-line

database entry screen to include a field for indicating whether the employee is
registered with the SCF. DOLI anticipates introducing within several months a new
format for information on the front of the form, making revision of the DOER
version of the form necessary anyway.

As a matter of procedure, Claims Specialists at DOER will file with DOLI a Notice
of Intent to Recover immediately upon receipt of the First Report of Injury form for
a registered employee.

Claims Specialists at DOER will use the existing computer diary capability to flag

cases of registered employees for review at least once a year for eligibility for SCF
reimbursement, and file claims promptly.

101



Permanent Total Cases

ILA. DOER will review immediately all active TT cases to determine whether conversion
< to PT status is appropriate and whether the date of conversion can be back-dated. -

ILB. DOER will modify its computer software to program the computer diary to flag all
~ TT cases for evaluation on their anniversary date.

II.C. DOER will modify its computer software to use information on the average length

of injuries from the Medical Target Date Guide to set up additional diary dates for
file review.
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