Common Sense Business Requlation (BWC Rules)
(Note: The below criteria apply to existing and newly developed rules)
Rule 4123-6-37.2

Rule Review
1. X The rule is needed to implement an underlying statute.

Citation: __O.R.C. 4121.441(A)(8); O.R.C. 4123.66

2. X The rule achieves an Ohio specific public policy goal.

What goal(s): _ The rule adopts a discounted hospital outpatient reimbursement
methodology based on Medicare’s “Outpatient Prospective Payment System” or “OPPS”
methodology, in accordance with O.R.C. 4121.441(A)(8) and Ohio Hosp. Assn. v. Ohio Bur. of
Workers' Comp., Franklin App. No. 06AP-471, 2007-Ohio-1499.

3. X Existing federal regulation alone does not adequately regulate the subject matter.
4. [X] The rule is effective, consistent and efficient.
5. [X] The rule is not duplicative of rules already in existence.

6. X The rule is consistent with other state regulations, flexible, and reasonably
balances the regulatory objectives and burden.

7. X The rule has been reviewed for unintended negative consequences.

8. [X| Stakeholders, and those affected by the rule were provided opportunity for input as
appropriate.

Explain: BWC presented the initial recommendations to the Ohio Hospital Association
in July with a follow-up meeting in September 2009; BWC presented the methodology to the
MCO League and the MCO Business Council in August 2009; and the self-insured division of
BWC was presented with the methodology in September 2009. The rule was available for
review and public comment on BWC’s Web site from November 24 through December 4, 2009.

As the committee passed this rule in January 2010, we alerted you that we may have further
stakeholder feedback and additional changes. At the February 2010 Board meeting we
announced the plan to change the effective date for implementing this rule to January 1, 2011.

9. X The rule was reviewed for clarity and for easy comprehension.
10. X} The rule promotes transparency and predictability of regulatory activity.

11. X} The rule is based on the best scientific and technical information, and is designed
so it can be applied consistently.



12. X The rule is not unnecessarily burdensome or costly to those affected by rule.

If so, how does the need for the rule outweigh burden and cost?

13. [X] The Chief Legal Officer, or his designee, has reviewed the rule for clarity and
compliance with the Governor’s Executive Order.



BWC 2010 Proposed Hospital Outpatient Fees (Revision)

Previously, the Board approved the recommendation that BWC adopt the Medicare Hospital
Outpatient Prospective Payments System (OPPS) with a 3 year transition as outlined below.
Further, the Board approved the proposed Hospital Outpatient rule which reflected the first
year transition, effective May 1, 2010, with a Payment adjustment factor (PAF) of 197% of the
Medicare OPPS rate.

BW(C is now proposing to amend the previously approved rule 4123-6-37.2 to reflect a new
effective date of January 1, 2011.

Revised Payment Adjustment Factor Recommendation

Subsequent to the initial submitted recommendation, BWC on January 12, 2010 received a
written response from the Ohio Hospital Association (OHA) regarding the recommendations.
In the letter, OHA reiterated many of the concerns the association presented in previous
correspondence. Further, OHA indicated that it appreciated BWC’s attempt to soften the blow
by the transition plan BWC proposed. OHA goes on to further indicate that when CMS
implemented the Medicare Outpatient Payment Perspective methodology, Medicare employed
a three-year payment transition and that OHA was recommending that BWC extend the
payment transition at least through it calendar year 2010 and 2011 periods. After further
evaluating and considering the request by OHA, BWC is recommending modifying and
extending the original recommendation from a 2 year transition plan to a 3 year transition plan
with the following PAF changes:

Option One:
3-Year Transition Plan with Ending Payment Adjustment Factor ending at 166% of
OPPS Rate (-7.2%/-7.4%/-7%)
Year Payment Percent | Percent of Estimated Total Percent
Adjustment | of BWC Allowed Impact from Change in
Factor Cost Billed Base Year Reimbursement
Charges from Base Year
2010 197% 135% 46.9% (S 10,234,846) -7.2%
2011 181% 124% 43.2% ($10,621,261) -14.6%
2012 166% 114% 39.6% (S 9,957,431) -21.6%




Projected Impacts and Outcomes

With the reimbursement methodology change of this proposed rule, BWC is adjusting hospital
outpatient rates to be more in alignment with commercial payers. The projected impact with
the above revision will still result in an overall payment decrease of 22% or approximately $30
million. The revised recommended two year transition plan is estimated to allow the estimated
impact to be more evenly dispersed over a 3 year period, see “Estimated Savings from Base
Year, in chart above. Please note that the projected impact is based on 2008 data modeled
under the 2009 OPPS rates. Actual changes in hospital cost, injured worker utilization or
hospital outpatient services and OPPS rates will modify the realized impact of the
implementation of this payment methodology.

The recommended changes will improve consistency in reimbursement rates among facilities.
The predictability of reimbursements from year to year will be improved; thus, aiding in rate
setting and stability in medical cost experiences of the system. Further, the recommendation
will align all BWC fee reimbursement schedules to a prospective payment approach.



BWC Board of Directors

Executive Summary

BWC Hospital Outpatient Services
Payment Rule

Introduction

The Health Partnership Program (HPP) rules were first promulgated in 1996, prior to the
implementation of the HPP in 1997. HPP rules establishing criteria for the payment of various
specific medical services were subsequently adopted in February 1997.

Ohio Administrative Code 4123-6-37, initially adopted February 12, 1997 and amended March 1,
2004, provides general criteria for the payment of hospital services under the HPP. Ohio
Administrative Code 4123-6-37.2 provides specific methodology for the payment of hospital
outpatient services. It was initially adopted effective September 1, 2007, and has not been
amended since.

Background Law

R.C. 4123.66(A) provides that the BWC Administrator “shall disburse and pay from the state
insurance fund the amounts for medical, nurse, and hospital services and medicine as the
administrator deems proper,” and that the Administrator “may adopt rules, with the advice and
consent of the [BWC] board of directors, with respect to furnishing medical, nurse, and hospital
service and medicine to injured or disabled employees entitled thereto, and for the payment
therefor.”

R.C. 4121.441(A)(8) provides that the BWC Administrator, with the advice and consent of the
BWC Board of Directors, shall adopt rules for implementation of the HPP “to provide medical,
surgical, nursing, drug, hospital, and rehabilitation services and supplies” to injured workers,

including but not limited to rules regarding “[d]iscounted pricing for all . . . out-patient medical
services.”

Pursuant to the 10" District Court of Appeals decision in Ohio Hosp. Assn. v. Ohio Bur. of
Workers' Comp., Franklin App. No. 06AP-471, 2007-Ohio-1499, BWC is required to adopt
changes to its methodology for the payment of hospital outpatient services via the O.R.C.
Chapter 119 rulemaking process.

Proposed Changes

BWC’s current hospital outpatient services reimbursement rule is based on a cost-plus
methodology with a cap, utilizing outpatient cost-to-charge ratios (CCR) from Ohio Medicaid as
the basis for determining the cost of hospital outpatient services.

BWC is proposing to move from this retrospective cost-plus reimbursement methodology to a
prospective payment methodology for hospital outpatient services for 2011, based on a modified
version of Medicare’s Outpatient Prospective Payment System (OPPS).

As more fully set forth in the accompanying document “BWC 2010 Proposed Hospital Outpatient
Fee Summary,” for hospital outpatient services with a date of service on or after January 1, 2011,
BW(C is recommending the following changes to OAC 4123-6-37.2:

BWC Hospital Outpatient Services 1
Payment Rule
December 2009



1. Adoption of a modified OPPS methodology for hospital outpatient reimbursement
methodology;

2. Adoption of payment adjustment factors to be used with modified OPPS;
3. Modification to OPPS “hold harmless” calculation;

4. Modification to payment for children’s hospitals.

Stakeholder Involvement

BWC presented the initial recommendations to the Ohio Hospital Association in July with up
meeting in September; BWC presented the methodology to the MCO League and the MCO
Business Council in August; and the self-insured division of BWC was presented with the
methodology in September. The rule was available for review and public comment on BWC'’s
Web site from November 24 through December 4, 2009.

BWC Hospital Outpatient Services 2
Payment Rule
December 2009



4123-6-37.2 Payment of hospital outpatient services.
(A) HPP:

Unless an MCO has negotiated a different payment rate with a hospital pursuant to rule 4123-6-10 of the
Administrative Code, reimbursement for hospital outpatient services with a date of service of May-1,-2010
January 1, 2011 or after shall be as follows:

(1) Except as otherwise provided in this rule, reimbursement for hospital outpatient services shall
be equal to the applicable medicare reimbursement rate for the hospital outpatient service under
the medicare outpatient prospective payment system as of the calendar quarter immediately prior
to the calendar quarter in which the hospital outpatient service was rendered, multiplied by a
bureau-specific payment adjustment factor, which shall be 2.53 for children’s hospitals and 1.97
for all hospitals other than children’s hospitals.

(a) The medicare integrated outpatient code editor and medicare medically unlikely edits
in effect as of the calendar quarter immediately prior to the calendar quarter in which the
hospital outpatient service was rendered shall be utilized to process bills for hospital
outpatient services under this rule; however, the outpatient code edits identified in table 1
of appendix A of this rule shall not be applied.

(b) The annual medicare outpatient prospective payment system outlier reconciliation
process shall not be applied to payments for hospital outpatient services under this rule.

(c) For purposes of this rule, hospitals shall be identified as “children’s hospitals,” “critical
access hospitals,” “rural sole community hospitals,” “essential access community
hospitals” and “exempt cancer hospitals” based on the hospitals’ designation in the
medicare outpatient provider specific file in effect as of the calendar quarter immediately

prior to the calendar quarter in which the hospital outpatient service was rendered.

(2) Services reimbursed via fee schedule. These services shall not be wage index adjusted.

(a) Services reimbursed via fee schedule to which the bureau-specific payment
adjustment factor shall be applied.

(i) Except as otherwise provided in paragraphs (A)(2)(b)(ii) and (A)(2)(b)(iii) of
this rule, hospital outpatient services reimbursed via fee schedule under the
medicare outpatient prospective payment system shall be reimbursed under the
applicable medicare fee schedule in effect as of the calendar quarter immediately
prior to the calendar quarter in which the hospital outpatient service was
rendered.

(b) Services reimbursed via fee schedule to which the bureau-specific payment
adjustment factor shall not be applied.

(i) Hospital outpatient vocational rehabilitation services for which the bureau has
established a fee, which shall be reimbursed in accordance with table 2 of
appendix A of this rule.



(if) Hospital outpatient services reimbursed via fee schedule under the medicare
outpatient prospective payment system that the bureau has determined shall be
reimbursed at a rate other than the applicable medicare fee schedule in effect as
of the calendar quarter immediately prior to the calendar quarter in which the
hospital outpatient service was rendered, which shall be reimbursed in
accordance with table 3 of appendix A of this rule

(iii) Hospital outpatient services not reimbursed under the medicare outpatient
prospective payment system that the bureau has determined are necessary for
treatment of injured workers, which shall be reimbursed in accordance with
tables 4 and 5 of appendix A of this rule.

(3) Services reimbursed at reasonable cost. To calculate reasonable cost, the line item charge
shall be multiplied by the hospital’s outpatient cost to charge ratio from the medicare outpatient
provider specific file in effect as of the calendar quarter immediately prior to the calendar quarter
in which the hospital outpatient service was rendered. These services shall not be wage index
adjusted.

(a) Services reimbursed at reasonable cost to which the bureau-specific payment
adjustment factor shall be applied.

(i) Critical access hospitals shall be reimbursed at one hundred and one per cent
of reasonable cost for all payable line items.

(b) Services reimbursed at reasonable cost to which the bureau-specific payment
adjustment factor shall not be applied.

(i) Services designated as “inpatient only” under the medicare outpatient
prospective payment system.

(ii) Hospital outpatient services reimbursed at reasonable cost as identified in
tables 3 and 4 of appendix A of this rule.

(4) Add-on payments calculated using the applicable medicare outpatient prospective payment
system methodology and formula in effect as of the calendar quarter immediately prior to the
calendar quarter in which the hospital outpatient service was rendered. These add-on payments
shall be calculated prior to application of the bureau-specific payment adjustment factor.

(a) Outlier add-on payment. An outlier add-on payment shall be provided on a line item
basis for partial hospitalization services and for ambulatory payment classification (APC)
reimbursed services for all hospitals other than critical access hospitals.

(b) Rural hospital add-on payment. A rural hospital add-on payment shall be provided on
a line item basis for rural sole community hospitals, including essential access community
hospitals; however, drugs, biological, devices reimbursed via pass-through and
reasonable cost items shall be excluded. The rural add-on payment shall be calculated
prior to the outlier add-on payment calculation.



(c) Hold harmless add-on payment. A hold harmless add-on payment shall be provided
on a line item basis to exempt cancer centers and children’s hospitals. The hold harmless
add-on payment shall be calculated after the outlier add-on payment calculation.

(5) Providers without a medicare provider number.

(a) Providers without a medicare provider number shall be reimbursed for hospital
outpatient services at forty-seven per cent of billed charges for all payable line items.

(6) For purposes of this rule, the "applicable medicare reimbursement rate for the hospital
outpatient service under the medicare outpatient prospective payment system " and the
“medicare outpatient prospective payment system " shall be determined in accordance with the
medicare program established under Title XVIII of the Social Security Act, 79 Stat. 286 (1965), 42
U.S.C. 1395 et seq. as amended, as implemented by the following materials, which are
incorporated by reference:

(a) 42 C.F.R. Part 419 as published in the October 1, 2009 Code of Federal Regulations;

(b) Department of health and human services, centers for medicare and medicaid
services' “42 CFR Parts 410, 416, and 419 Medicare Program: Changes to the Hospital
Outpatient Prospective Payment System and CY 2010 Payment Rates; Changes to the
Ambulatory Surgical Center Payment System and CY 2010 Payment Rates; Final Rule”
74 Fed. Reg. 60315 - 61012 (2009).

(B) QHP or self-insuring employer (non-QHP):
A QHP or self-insuring employer may reimburse hospital outpatient services at:

(1) The applicable rate under the methodology set forth in paragraph (A) of this rule; or

(2)(a) For Ohio hospitals that annually report a total outpatient cost-to-charge ratio to Ohio
medicaid, reimbursement shall be equal to the hospital’'s allowable billed charges multiplied by
the hospital’s reported cost-to-charge ratio as set forth below plus sixteen percentage points, not
to exceed sixty percent of the hospital’s allowed billed charges.

To assist QHPs and self-insuring employers in determining reimbursement under this paragraph,
the bureau shall make available to QHPs and self-insuring employer the hospital’s most recently
reported cost-to-charge ratio not later than thirty days following the bureau’s receipt of the
hospital’s most recently reported cost-to-charge ratio from Ohio medicaid.

(b) For Ohio hospitals that do not annually report a total outpatient cost-to-charge ratio to Ohio
medicaid and out-of-state hospitals, reimbursement shall be equal to fifty-six percent of the
hospital’s allowed billed charges; or

(3) The rate negotiated between the hospital and the QHP or self-insuring employer in
accordance with rule 4123-6-46 of the Administrative Code.

Effective: 65/04/2010 01/01/2011

Promulgated Under: 119.03
Statutory Authority: 4121.12, 4121.30, 4121.31, 4123.05
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Rule Amplifies: 4121.121, 4121.44, 4121.441, 4123.66
Prior Effective Dates: 9/1/07
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Introduction and Guiding Principles

* Legal Requirements For Fee Schedule Rule

* Proposed Time-line for Implementation

Stakeholder Feedback - July 2009 — March 2010

Board Presentation — December 2009/January 2009/April 2009
Proposed to JCARR - Pending

Effective Date —January 1, 2011

e Guiding Principle:

Ensure access to high-quality medical care and vocational
rehabilitation services by establishing an appropriate Benefit plan
and Terms of service with competitive fee schedule which, in turn,
enhances medical/vocational provider network
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- Bureau of Workers’
Ohlo Compensation

Revised Recommendation

e Maintain all initial recommendations

Adopt a modified OPPS reimbursement methodology for hospital
outpatient setting

Adopt rates as published in 2010 OPPS final rule

Apply 253% payment adjustment factor to OPPS rates for Children’s
Hospitals

Apply 197% payment adjustment factor to OPPS rates for all other
facilities

* Modify rule to reflect a January 1, 2011 effective date




= Bureau of Workers’
Oth Compensation

Initial Phase-In Implementation Timeline

Three Year Transition Plan for Hospital Outpatient Services

Estimated %

Rate PAF Percent of Estimated Impact each Impact each
Year BWC Cost Year/from Base Year Year/from Base
Year
o)
2010 ;z;ﬁ 135% (510.2 million) -7.2%
(o]
o)
2011 ;2;; 124% (S10 million) -7.4%
(0]
[o)
2012 e 114% (59.9 million) -7.0%

253%




- Bureau of Workers’
Ohlo ‘ Compensation

Revised Phase-in Timeline

Revised: Transition Plan for Hospital Outpatient Services

. Estimated % Impact
Percent of  Estimated Impact each % Imp

Time Period PAF BWC Cost RO e Ve each Year/from Base
Year
197% -
January 2011-March 2011 253% 135% ($2.5 million) -7.2%
(0]
0,
April 2011-March 2012 e 135% (510.2 million) -7.2%
253%
. 181% -
April 2012-March 2013 124% (510.6 million) -7.4%
253%
0,
April 2013-March 2014 166% 114% (59.9 million) -7%

253%




- Bureau of Workers’
Oth Compensation

Why Adopt The Correct Version of OPPS?

 Remain in alignment with national billing requirements
— Stay up to date with designated code sets (CPT, HCPCS level Il codes)

Hospital Revenue Cycle Adds to
hospital

Patient ~ Services administrative

treated captured costs

I Manual

lacement of
Bil |I BWC bills edited P

Bill paid

submitted

roduced t of svst expired codes
' OU™ o1 >ystem on bill for BWC




- Bureau of Workers’
Ohlo Compensation

Current and Next Steps

* Engaging OHA with developing communication strategy

* Engaging hospital facilities to participate in BWC testing
strategy

* Continue to work with MCOs to address implementation and
testing requirements

 Complete the JCARR process for this version of the rule




o Bureau of Workers’
Oth Compensation

Thank You




o Bureau of Workers’
Oth Compensation

Appendix




= Bureau of Workers’
Oth ’ Compensation

Hospital Outpatient Fee Schedule Cycle

* Rate year ends (March 31)

e Rate year begins (April 1)

e CMS proposed rule released (July)

¢ Hospital outpatient modeling (July-Aug)
® Proposed BWC rule is crafted

e Meet with stakeholders

VAN

*CMS releases final rule on website (4" week October)
*Proposed BWC rule is finalized

*CMS publishes final rule in Federal Register (mid November)*
oFirst read to BWC BOD: November

eSecond read to BWC BOD: December

* Key publication required for BWC rulemaking




- Bureau of Workers’
Oth Compensation

Current Methodology

* Retrospective reimbursement methodology

— Cost plus

* Ohio Medicaid cost-to-charge ratio (CCR) plus 16 percentage points,
not to exceed 60% of allowed billed charges

— Ohio BWC incurs a significant risk by using this
type of reimbursement methodology

* As charges increase so does BWC reimbursement levels
— No limit on % increase of charges per year

* There is some protection with the use of a cap (60% allowed
billed charges)

11



- Bureau of Workers’
Oth Compensation

Move to Prospective Payment

e Rates and policies are established in advance
e Rates remain constant during the effective period

* Impacts

— Promotes predictability of payments
— Promotes equity and consistency of payments
— Rate increases are better controlled from year to year

e Able to project financial impact

— Encourages facilities to improve efficiency of providing care




= Bureau of Workers’
Oth Compensation

Outpatient Prospective Payment System(OPPS)

* CMS Prospective Payment System
— Emergency department visits
— Clinic visits
— Hospital outpatient surgery

— Ancillary services: radiology exams, laboratory tests, therapy visits

* Four reimbursement methodologies
— Ambulatory payment classifications
* Cornerstone of the payment system
— Fee schedule
— Average sale price

— Reasonable cost
13



- Bureau of Workers’
Oth Compensation

BWC Proposed Rate Impact (Original):

15

1.4

1.3

1.2

1.1

0.9

Payment to Cost Ratio

1.31 1.32
Year 1 (2010)
1.2 115 Year 2 (2011)
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—4— Private Payers
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=i—CMS
1986 1992 1999 2007




- Bureau of Workers’
Oth Compensation

BWC Proposed Rate Impact (Revised):
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Common Sense Business Requlation (BWC Rules)
(Note: The below criteria apply to existing and newly developed rules)
Rule 4123-17-68

Rule Review
1. X The rule is needed to implement an underlying statute.

Citation: R.C. 4123.29 (?)

2. X The rule achieves an Ohio specific public policy goal.

What goal(s): The revisions to this rule increase accountability for the certified primary
and affiliate sponsors.

3. X Existing federal regulation alone does not adequately regulate the subject matter.
4. [X] The rule is effective, consistent and efficient.
5. [X] The rule is not duplicative of rules already in existence.

6. X The rule is consistent with other state regulations, flexible, and reasonably
balances the regulatory objectives and burden.

~

X The rule has been reviewed for unintended negative consequences.

®

X stakeholders, and those affected by the rule were provided opportunity for input as
appropriate.

Explain: There will be a stakeholder meeting prior to the Board’s vote to ensure that an
opportunity for input is provided.

9. [X] The rule was reviewed for clarity and for easy comprehension.
10. X} The rule promotes transparency and predictability of regulatory activity.

11. X} The rule is based on the best scientific and technical information, and is designed
S0 it can be applied consistently.

12. X} The rule is not unnecessarily burdensome or costly to those affected by rule.

If so, how does the need for the rule outweigh burden and cost?

13. ] The Chief Legal Officer, or his designee, has reviewed the rule for clarity and
compliance with the Governor’s Executive Order.



Executive Summary
Rule 4123-17-68 Group experience and group retrospective safety program
requirements

Introduction:

Rule 4123-17-68 of the Administrative Code establishes minimum safety requirements for
group experience and group retrospective rating as provided by section 4123.29 of the Ohio
Revised Code.

Rule Change:
The Division of Safety & Hygiene recommends changes to rule 4123-17-68 to increase

accountability for the certified primary and affiliated sponsors. Specifically, the changes address
training and communication regarding safety. The revisions require the sponsors to quantify the
level of membership participation in training and encourages them to select training topics that
are consistent with the claim activity of their membership. Additional changes are designed to
modernize the rule for ease of understanding and implementation.

These revisions hold all sponsors (primary and affiliated) to the same standard and will
positively influence all program participants. The changes provide clearer expectations,
information and include the following:
e Requiring sponsors to publish the safety accountability letter to employers
e Requiring sponsors to document how many participants attend their 8-hour
training
e Requiring sponsors to submit a list of employers who did not meet their two hour
training requirement.
e Change language to reflect Ten Step Business Plan for Safety rather than Nine Key
Safety Parameters
e Change “communicate, educate and verify” language to “communicate, educate
and require implementation”
e Requiring sponsors to identify most common injury type among group members

Created by: Michelle Francisco
Date: March 5, 2010



*** DRAFT — NOT FOR FILING ***

4123-17-68 Group experience and group retrospective safety program
requirements.

(A) The purpose of this rule is to establish minimum safety requirements for group
experience and group retrospective rating as provided by section 4123.29 of the
Revised Code.

(B) The bureau safety and hygiene division, upon the request of the sponsoring
organization, shall provide assistance with implementing all of the provisions of this
rule.

(C) The primary or affiliated sponsoring organization of a group experience or group
retrospective plan shall document its program to improve accident prevention and
claims handling for the-employers members in the group with the group-anrd-greup
retrospective application, and, for an existing group reapplying for group coverage
annually, shall document the effectiveness of prior programs as stipulated in
paragraph (D) of this rule and any proposed improvements to these programs. This
analysis shall include identification of the most common injuries among group
members and strategies aimed at increasing awareness and prevention of these

injuries.
(1) Within-sixty—days—afterthe-apphecationfiing-deadhine—a A bureau division of

safety and hygiene loss prevention representative shall review the—greup's—
sponsor's safety-pregram requirements annual report within sixty days of receipt.
The safety and hygiene representative shall contact the primary or affiliated
group sponsor or its authorized representative to assist in further developing-an
appropriate safety-pregram strategies if there are deficiencies in the-pregram
report. All_primary and affiliated sponsoring organizations shall be required to
sponsor a minimum of eight hours of safety—seminar—{or—safety—seminars) -

training during the rating year for members of their group-rating—program. -
Training shall be hosted by the sponsor or the sponsor's third party

administrator. Training should be designed in increments of at least two hours.
Training _should be industry specific where possible. Webinars and online
training hosted by the sponsor will qualify to fulfill this requirement. The
sponsor must document the number of employers in attendance at safety training
with a goal of at least fifty per cent membership attendance. If the same agenda
is offered repeatedly in different regional sites, hour to hour credit will be
granted. A bureau representative may attend-these-seminars training to ensure

the requwement IS belng met—lif—the—FeqHFemem—rs—net—met—the—spenseﬁng

yearp.

(2) If an employer that participates in group rating or group retrospective rating plan
sustains a claim within the "green year" period or the prior year, the employer
shall attend-an-additienal two hours of safety training annually. The training can



*** DRAFT — NOT FOR FILING ***

be offered by the sponsoring organization, the sponsoring organization's third

party administrator, or the bureau.—Fhe-bureau-shat-reserve-theright-to-request
information—from—the-spensorto—ensure—comphanee:_The sponsor will notify

members of this requirement and maintain recordkeeping to track completion of
this requirement. The sponsor will submit to the bureau a list of members who
fail to comply at the conclusion of the first month following the end of the rating
year (July 31st) and the employer will not be eligible to participate in _group
experience or _group retrospective in the next rating year. The bureau shall
reserve the right to request additional information from the sponsor to ensure

compliance.

(3) The bureau safety and hygiene division shall make a recommendation to the
bureau—underwriting—section employer programs unit on whether the group's
safety—program requirements annual report is acceptable for policy years
beginning January 1, 1997. A copy of the recommendations and findings of the
safety and hygiene division shall be-matled communicated to the sponsoring
organization or its authorized representative at the same time. The-underwriting
seetion employer programs unit shall consider this recommendation in making

its decision whether to approve the group rating application and at the time of -

Fenewal sponsor recertlflcatlon—'Fhe—undenNmmg—seeHen—shaH—neniy—the

(4) The bureau safety and hygiene division shall evaluate the-greup's-safety-program
sponsor's safety requirements annual report at the sponsoring organization level

and not at the individual member level. The bureau safety and hygiene safety
representative_may conduct member visits to confirm and the sponsoring
organization requirements are met.

(5) If the bureau's-underwriting-section employer programs unit does not approve a

group for group rating based upon the—group's sponsor's safety—program
activities, the sponsoring organization may request a hearing before the

adjudicating committee pursuant to rule 4123-14-06 of the Administrative Code.

(6) Primary and affiliated sponsoring organizations shall publish in the first quarter
of the rating year, for the knowledge of the members in their group, a safety
accountability letter outlining the group rating safety requirements and
responsibilities of all associated parties.

members Prlmarv and afflllated sponsoring orqanlzatlons shall communicate,

educate, and require implementation of the bureau's ten-step business plan to group
members.




*** DRAFT — NOT FOR FILING ***

(E) The sponsoring organization shall provide information regarding safety resources to

members in their group. Communication and education strategies of the sponsoring
organization may include use of the following strategies: web sites, webinars, claims
review and analysis, newsletters, seminars, professional consultants, videos,-greup-

spensered—safety—committees; personal contact, brochures, booklets,—stickers;
manuals,-self-help-documents—claims-review-and-anabysis; identifying key personnel

within—the—spensoring—organizatien; and training in safety management for the
sponsoring organization staff and/or-representative its members. The bureau safety

and hygiene division representative will be added to all member distribution lists to
monitor safety education activity.

(F) Linkage of the group-sponsoring organization with the division of safety and hygiene

may include the following strategies:

(1) The bureau shall link each sponsoring organization with a service representative
from safety and hygiene.

(2) Safety and hygiene shall-review-and-comment-on-greup's assist the group with its
development of safety-plans strategies.

(3) Safety and hygiene and the sponsoring organization may sponsor joint seminars.




*** DRAFT — NOT FOR FILING ***

{5)(4) Safety The safety and hygiene representative shall provide a list of resources
and expertise within each region_upon request.

£6}(5) The sponsoring organization-may shall promote bureau safety and hygiene -
division-training services to its members.

{H(6) Safety and hygiene may-develep-hati-day provide training sessions-fer+emete
lecations and written safety and health materials.

consultation-with-top-managers) Bureau safety and hygiene division consultation
services may be utilized by member companies for customized safety
management assistance.

£1)(8) Safety and hygiene and the sponsoring organization may develop joint
programs in response to member needs.




*** DRAFT — NOT FOR FILING ***

=)(G) The division of safety and hygiene shall schedule annual regional training
seminars for sponsoring organizations. Each sponsoring organization must send at
least one representative to the seminar. Additionally, the division of safety and
hygiene shall develop a list of publications and support materials that assist the
sponsoring organization in reinforcing the safety guidelines of this rule.

Effective Date: 7/1/10 3/9/09
Prior Effective Dates: 3/9/09, 7/1/96, 7/1/01




Interested party feedback on the group experience and group retrospective safety program requirements (4123-17-68)

Line Rule #

Draft Rule Suggestions

Stakeholder Rationale/Suggestions

Stakeholders providing input

BW(C Response

Resolution

The Ohio Restaurant Association,
COSE, The Ohio Chamber of

Because BWC is only
asking for sponsors to list
the most common type of
injury sustained by all
members within a
particular group (as
defined by counts of an

"This analysis shall include identification of Commerce, The Toledo Chamber of |ICD-9 code), we believe a |BWC did not
the most common injuries among group Commerce, Spooner, CCl, V&A Risk, |group sponsor can modify the
members and strategies aimed at increasing The Ohio Farm Bureau, identify and provide this |language in the
1(4123-17-68 (C) awareness and prevention of those injuries." [BWC should provide the data. CompManagement. information. rule.
BW(C should allow sponsoring associations BWC modified the
and TPAs to sponsor Webinars and online rule to specifically
training, which will reduce logistical burdens include Webinars
"Training shall be hosted by the sponsor or |on employers and likely increase and online
2(4123-17-68 (C)(1) sponsor's third-party administrator" participation. All. BWC agrees. training.
Sponsors were concerned that the 50 BWC clarified to explain
percent goal would be a factor that could the 50 percent goal is
"The sponsor must document the number of |result in decertification. They suggested that only a goal and would not |[BWC did not
employers in attendance at safety training  |using the goal as a criteria for certification be used as a factor in modify the
with a goal of at least fifty percent would only work if BWC required all group sponsor certification at  |language in the
3|4123-17-68 (C)(1) membership attendance." employers to attend. All. this time. rule.

Prepared by: Michelle Francisco

4/28/2010
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Interested party feedback on the group experience and group retrospective safety program requirements (4123-17-68)

H

4123-17-68 (C)(2)

"If an employer that participates in group
rating...sustains a claim, the employer shall
attend two hours of safety training annually.
...The sponsor will notify members of this
requirement and maintain recordkeeping to
track completion of this requirement. The
sponsor will submit to the bureau a list of
members who fail to comply...and the
employer will not be eligible to participate in
group experience or group retrospective
rating in the next rating year."

While some interested parties believed that
employers who did not comply with this
proposed requirement should be ineligible
for group rating, others believed that there
should be no penalty or a lesser penalty
involved. Still other organizations expressed
concern that BWC refine this requirement to
target employers who have a "sizeable" or
lost-time claim.

Training should not be required: The
Ohio Manufacturing Association.
Concern about eligibility for group:
The Ohio Restaurant Association, The
Ohio Chamber of Commerce, The
Toledo Chamber of Commerce,
Spooner, CCl, V&A Risk, The Ohio
Farm Bureau, CompManagement.

At this time, BWC believes
the proposed change
gives sufficient motivation
to affected employers to
attend training and
comply with the new rule.

BWC did not
modify the
language in the
rule.

"The sponsor will submit to the bureau a list
of members who fail to comply...and the
employer will not be eligible to participate in
group experience or group retrospective

Sponsoring associations believe BWC should
provide them a list of their employers who
are affected by this proposed rule change
and chose to attend a BWC-sponsored
training such as a Safety and Hygiene class or

The Ohio Restaurant Association,
COSE, The Ohio Chamber of
Commerce, The Toledo Chamber of
Commerce, Spooner, CCl, V&A Risk,
The Ohio Farm Bureau,

BWC requires employers
to be responsible for
meeting the two-hour
training requirement to
their sponsoring

BWC did not
modify the
language in the

5(4123-17-68 (C)(2) rating in the next rating year." a Safety Congress seminar. CompManagement. association. rule.
"Primary and affiliated sponsoring
organizations shall pubish in the first quarter
of the rating year, for the knowledge of the
members in their group, a safety BWC agreed to continue |BWC did not
accountability letter outlining the group All interested parties thought this was a good working with these modify the
rating safety requirements and idea but wanted to give feedback on the organizations to refine language in the
6(4123-17-68 (C)(6) responsibilities of all associated parties." appropriateness of roles and responsibilities. |All. the letter. rule.
BWC believes that
sponsoring associations
and TPAs can include such
language in their
"Primary and affiliated sponsoring agreements with group  |[BWC did not
organizations shall communicate, educate, |Sponsoring associations believe they cannot employers and confirm modify the
and require implementation of the bureau's |adequately ensure all group employers will implementation language in the
7(4123-17-68 (D) ten-step business plan to group members." |satisfy this requirement. All. appropriately. rule.

Prepared by: Michelle Francisco

4/28/2010
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Common Sense Business Requlation (BWC Rules)
(Note: The below criteria apply to existing and newly developed rules)
Rule 4123-17-59

Rule Review
1. X The rule is needed to implement an underlying statute.

Citation: R.C.4123.29

2. X The rule achieves an Ohio specific public policy goal.

What goal(s): The revisions to this rule are necessary to bring BWC into compliance
with HB 15 that established new guidelines for the program.

3. X Existing federal regulation alone does not adequately regulate the subject matter.
4. [X] The rule is effective, consistent and efficient.
5. [X] The rule is not duplicative of rules already in existence.

6. X The rule is consistent with other state regulations, flexible, and reasonably
balances the regulatory objectives and burden.

7. X The rule has been reviewed for unintended negative consequences.

8. [X| Stakeholders, and those affected by the rule were provided opportunity for input as
appropriate.

Explain: The Fifteen Thousand Medical Only Program rule changes were presented
during an interested party meeting held at BWC on March 16, 2010. Sixty e-mail invitations
were sent to interested parties. Organizations that received notification of the meeting included,
but were not limited to, TPAs such as CCl, Frank Gates, Sedgwick, Sheakley, etc. Sponosring
Organizaitons such as NFIB, Ohio Chamber, PIA, OMA, etc. There were no comments or
feedback from the interested parties regarding these changes.

9. [X] The rule was reviewed for clarity and for easy comprehension.
10. X} The rule promotes transparency and predictability of regulatory activity.

11. [X] The rule is based on the best scientific and technical information, and is designed
so it can be applied consistently.

12. X} The rule is not unnecessarily burdensome or costly to those affected by rule.

If so, how does the need for the rule outweigh burden and cost?




13. ] The Chief Legal Officer, or his designee, has reviewed the rule for clarity and
compliance with the Governor’s Executive Order.



Executive Summary
4123-17-59 Fifteen thousand medical-only program

Introduction:

Employers who choose to participate in the S15K medical-only program may pay up to
$15,000 in medical bills for a medical-only claim — a claim with seven or fewer days lost
from work. Lost time claims and claims in which salary continuation is paid by the
employer are not eligible to be covered by this program.

Rule Change:

With last years’ passage of HB 15, new guidelines for this program became part of statute.
As a result, changes must be made to the rule so that it is consistent with statute. The
primary change includes a provision stating that employers shall pay medical bills for
medical-only claims with a date of injury June 30, 2009 and after, at the BWC fee schedule
and that medical providers must accept the fee schedule. Claims with a date of injury prior
must still be paid as billed or negotiated with the medical provider.



DRAFT —NOT FOR FILING

4123-17-59 Fifteen thousand dollar medical-only program.

(A) Any employer who is paying premiums to the state insurance fund and whose
coverage is in force may elect to participate in the fifteen thousand dollar medical-only
program as provided in section 4123.29 of the Revised Code. No formal application is
required; however, an employer must elect to participate by telephoning the bureau. Once
an employer has elected to participate in the program, the employer will be responsible
for all bills in all medical-only claims with a date of injury the same or later than the
election date, and the employer agrees to pay bills within thirty days, unless the employer
notifies the bureau within fourteen days of receipt of the notification of a claim being
filed that it does not wish to pay the bills in that claim, or the employer notifies the
bureau that the fifteen thousand dollar maximum has been paid, or the employer notifies
the bureau of the last day of service on which it will be responsible for the bills in a
particular medical-only claim.

(B) Employers may pay bills only on any alleged medical-only injury. The provisions of
this program and rule shall apply not apply to claims in which an employer with
knowledge of a claimed compensable injury or occupational disease, has paid wages in
lieu of compensation or total disability. Payment of a bill by an employer does not waive
the bureau's right to adjudicate the claim, nor does it waive the employer's right to contest
the claim should a claim be filed.

(C) This program in no way supersedes the right of any injured worker to file a workers'
compensation claim with the bureau.

(D) An employer or its agent may elect to pay to the injured worker or the provider on
behalf of the injured worker the first fifteen thousand dollars of a medical-only claim.
Employers may elect which medical-only claims they do not wish to cover under this
program.

(1) An employer electing to pay bills in its employees' medical-only claims is
responsible for all bills in a claim until the fifteen thousand dollar maximum is
reached and the employer provides notice to the bureau that the employer has paid
the first fifteen thousand dollars of the bills in the claim by providing the bureau
the date of service of the bill which reached the fifteen thousand dollar maximum,
or the employer provides notice to the bureau that it no longer wishes to be
responsible for the bills in a particular claim by providing the bureau the last date
of service that it will pay. The bureau will process all related bills received after
the withdrawal notification date.

(2) If the fifteen thousand dollar maximum has not been reached and the payment
of a bill will exceed the fifteen thousand dollar maximum, the employer should
pay that portion of the bill that will bring the payment to the fifteen thousand
dollar maximum and inform the provider to bill the bureau for the remainder of
the bill. The employer should then notify the bureau that the first fifteen thousand
dollars has been paid, and provide proof of such payment and copies of all bills



paid, in the proper billing format, to the bureau. The bureau will then be
responsible for processing all future bills.

(3) The employer cannot elect to pay only certain bills for a claim and submit
other bills in that claim to the bureau for payment;

(4) Once an employer has elected to pay bills in medical-only claims under this
program, the employer must pay all bills under this program within thirty days of
receipt of the bill. The employer shall provide copies of the bills paid in the claim,
in the proper billing format, to the bureau and the injured worker or the injured
worker's representative upon request. Upon written request from the bureau, the
employer shall provide documentation to the bureau of all medical-only bills that
they are paying directly. Such requests from the bureau may not be made more
frequently than on a semiannual basis. Failure to provide such documentation to
the bureau within thirty days of receipt of the request may result in the employer’s
forfeiture of participation in the program for such injury.

(E) An employer electing this program must keep a record of the injury to include: name,
address, and social security number of the injured worker; date and time of injury; type of
injury; part of body injured; and a brief description of the accident. The employer also
shall keep a copy of all bills with proof and date of payment under this program. This
information will be made available to the bureau and the injured worker or their
representative upon request. The information must be kept on file for six years from the
last date a bill has been paid by the employer or the information has been received by the
bureau.

(1) An employer in the program must notify the bureau within fourteen days of a
claim being filed of the employer's intention not to cover the first fifteen thousand
dollars of the medical costs of the claim. This notification may be by telephone or
in writing.

(2) The bureau will process all related bills in a filed medical-only claim in the
normal manner unless the employer has previously notified the bureau that it has
elected to participate in the fifteen thousand dollar program.

(3) In those cases in which the bureau has been properly notified by the employer
of the employer's intention to directly pay the bills, the bureau shall not pay any
bills submitted to the bureau directly from the provider but will notify the
provider that the bill should be submitted to the employer until the provider is
notified by the employer that the bureau is responsible for the bills in the claim.
No interest shall be paid by the bureau on account of bills not paid within thirty
days if such bills are the responsibility of the employer.

(4) All bills submitted to the bureau or the employer for payment must be in the
proper billing format and must be received by the bureau or the employer within
two years of the last date of service on the bill.



(F) An employer electing this program has the responsibility to notify the injured worker
and medical provider, in writing, of the acknowledgment of the alleged medical-only
injury, that it has elected under section 4123.29 of the Revised Code to pay the first
fifteen thousand dollars, that all bills should be submitted to the employer, and that the
injured worker and the bureau should not be billed.

(1) Once an employer in this program pays a bill on a work-related injury the
bureau will not reimburse that employer.

(2) In the event that a duplicate payment is made, it will be the employer's
responsibility to seek reimbursement from the provider. The employer may
request reimbursement of such bills from the provider, and the provider shall
reimburse the employer where the bureau has paid the bill.

(3) In the event that a medical-only claim changes to a lost time claim, the bureau
will not reimburse the employer for bills that have been paid by the employer
under this program.

(G) The employer shall pay all bills as billed or agree upon an appropriate reimbursement
level with the provider for claims with a date of injury prior to June 30, 2009. Fhe-bureat

Providers must accept the bureau fee schedule as payment in full for claims with a date of
injury after June 30, 2009.A certified health care provider shall extend to an employer
who participates in this program the same rates for services rendered to an employee of
that employer as the provider bills the administrator for the same type of medical claim
processed by the bureau and shall not charge, assess, or otherwise attempt to collect from
an employee any amount for covered services or supplies that is in excess of that rate.
Providers may only balance bill the bureau on the occasion of a bill that would require an
employer to exceed the one fifteen thousand dollar maximum. The bureau will not
mediate fee disputes between the employer and the provider. If an employer elects to
enter the program and the employer fails to pay a bill for a medical-only claim included
in the program, the employer shall be liable for that bill and the employee for whom the
employer failed to pay the bill shall not be liable for that bill.

(H) Payments made by the employer in this program will not be charged to that
employer's experience modification; however, if a claim has been filed with the bureau
and bills paid by the bureau, these payments will be included in the employer's
experience modification. The bureau will not adjust the employer's experience
modification to remove such payments unless the employer has complied with this rule
and the bureau has made such payments in contravention of this rule. Failure by an
employer to make timely payments on all bills will not affect the coverage of that
employer and will not obligate the bureau to pay interest to the medical provider;
however, the bureau may exclude employers who do not make timely payment on all



bills in this program from participation in this program. An employer may appeal a
decision of the bureau excluding the employer from this program to the adjudicating
committee under rule 4123-14-06 of the Administrative Code.

(I) An employer who elects to participate in this program may cancel its participation in
the program at any time by telephoning the bureau. The bureau will process all related
bills in all medical-only claims against that employer's account after the date of the
telephone call.

Effective:
Prior Effective Dates: 3/1/95, 7/22/06, 9/10/07



Common Sense Business Requlation (BWC Rules)
(Note: The below criteria apply to existing and newly developed rules)
Rules 4123-3-15 and 4123-3-37

Rule Review
1. X The rule is needed to implement an underlying statute.

Citation: __R.C. 4121.121, 4123.57

2. X The rule achieves an Ohio specific public policy goal.

What goal(s): _The rule defines the timeframe and processing of a claim that is inactive
(no request for payments) but is still statutorily open. Also, the rule provides for the processing
of an application for payment of a loss of use award under R.C. 4123.57(B).

3. [X Existing federal regulation alone does not adequately regulate the subject matter.
4. [X] The rule is effective, consistent and efficient.
5. XI The rule is not duplicative of rules already in existence.

6. X The rule is consistent with other state regulations, flexible, and reasonably
balances the regulatory objectives and burden.

7. X The rule has been reviewed for unintended negative consequences.

8. [X] Stakeholders, and those affected by the rule were provided opportunity for input as
appropriate.

Explain: The proposed changes to the rules were reviewed with the Ohio Association of
Justice and the OSBA Workers’ Compensation Committee. The proposed rule was sent to for
additional stakeholder review and feedback on February 16, 2010. BWC received comments
from the Ohio Chamber Commerce; MCOs; the Ohio Chiropractic Association; and the Ohio
Manufacturers Association.

9. [X] The rule was reviewed for clarity and for easy comprehension.
10. IX] The rule promotes transparency and predictability of regulatory activity.

11. [X] The rule is based on the best scientific and technical information, and is designed
S0 it can be applied consistently.

12. IX] The rule is not unnecessarily burdensome or costly to those affected by rule.

If so, how does the need for the rule outweigh burden and cost?




13. X] The Chief Legal Officer, or his designee, has reviewed the rule for clarity and
compliance with the Governor’s Executive Order.



BWC Board of Directors

Executive Summary

Chapter 3 Rules
4123-3-15 and 4123-3-37

Introduction

Chapter 3 contains provisions for the administration of claims. Two rules, 4123-3-15
Claims procedures subsequent to allowance, and 4123-3-37 Lump sum advancements,
have been reviewed and changes are currently being proposed.

Background Law

The statutory authority for the rule provisions are found at R.C. 4121.11, 4121.121,
4121.30, 4121.31, and 4123.05. Collectively, they provide the general framework for the
management of the BWC and the administration of claims. Specifically, R.C. 4121.11
grants general rule making authority and provides that the “bureau of workers
compensation may adopt its own rules of procedure and may change the same in its
discretion.”

Proposed Changes

Rule 4123-3-15(A) is being amended for two separate reasons. The first is to change the
timeframe from 13 months to 24 months for a claim to become inactive (no request for
action or payments). The claim reactivation process is essentially a “checkpoint” in the
life of the claim where BWC and the MCO will review any requests for allowance of
conditions, compensation payments or medical services to ensure causality and medical
appropriateness for the allowed conditions in the claim. A claim becomes inactive when
there has been a specified lapse in time from the last request for action or payment on the
claim. Currently, the specified timeframe is 13 months. After a thorough evaluation of the
13 month timeframe, the objectives underlying the same and its system impact, BWC has
determined that 13 months is too short of a claim inactivation period. Given that the vast
majority of reactivation requests after 13 months are granted and as a result of the
analysis conducted, it was determined that a 24 month specified timeframe will result in
increased system efficiency while maintaining the necessary internal control for older
claims. Changing the timeframe from 13 months to 24 months will reduce administrative
resources required for both BWC and MCOs in reviewing claim reactivation requests and
corresponding special processing required. This change will also reduce issuing and
mailing of BWC Orders and eliminate delay in treatment to the injured worker and
reduce hassle factors for the physician in having to request reactivation during this time
period.

The second change is new paragraph (C) in the rule, which outlines procedures for
payment of compensation for permanent partial awards. These are awards that
compensate a worker for amputation of a body part or loss of use of a body part. Rule
4123-3-37 is being amended to eliminate reference lump sum advancements for



permanent partial awards, because these awards will be addressed in the new paragraph
(C) of rule 4123-3-15. The purpose of this paragraph is to allow for payment of an award
for amputation or loss of use of a body part to be paid to an injured worker for the full
amount of the award. This will allow injured workers who have significant injuries access
to the award without delay. Additionally, this change will reduce the need for BWC
administrative resources in monitoring and issuing these payments on a bi-weekly basis.

Rule 4123-3-37 is being amended to eliminate reference to permanent partial awards
which will be outlined in the new rule 4123-3-15(C).

External Stakeholder Input

The suggested rule changes resulted from BWC’s ongoing rule and claims process review
and as the result of injured worker customer service issues as presented by the Ohio
Association for Justice (OAJ). The rules have been reviewed and discussed with the OAJ
and the (OSBA) Ohio State Bar Association Workers’ Compensation Committee the past
several months. The rules were sent out for additional stakeholder review and feedback.

Supplemental Update

In light of Board member feedback during the first read of the rule at the committee
meeting, and stakeholder feedback received since the first read of the rule, BWC revised
rule 4123-3-15(C) as follows:

1. BWC added language to specifically state “bureau or self-insuring employer” to
delineate that both BWC and self-insuring employers will make determinations.

2. BWC added language to clearly define when payment will be made if an appeal is
made from a BWC order or a self-insured employer decision.

3. BWC added a provision to clarify that when an order or decision is under appeal,
payment will be made in weekly installments until the final administrative or
judicial decision is issued. This will reduce unintended hardship on employer or
the injured worker should the decision be overturned.



4123-3-15 Claim procedures subsequent to allowance.

(A) Requests for subsequent actions when a state fund claim has not had activity or a
request for further action within a period of time in excess of thirteen twenty-four
months.

(1) The bureau shall consider a request for subsequent action in a claim in the
following situations:

(a) Where the employee seeks to have the bureau or commission modify or alter
an award of compensation or benefits that has been previously granted; or

(b) Where the employee seeks to have the bureau or commission grant a new
award of compensation or to settle the claim; or

(c) Where the claimant seeks to secure the allowance of a disability or condition
not previously considered; or

(d) Where the claimant dies and there is potential entitlement for accrued
benefits or payment of medical bills, or the decedent’s dependent is
requesting death benefits due to relatedness between the recognized injury
and death.

(e) Except for a medical issue relating to a prosthetic device or durable medical
equipment as designated by the administrator, the bureau, in consultation
with the MCO assigned to the claim, shall issue an order on a medical
treatment reimbursement request in a claim which has not had activity or a
request for further action within a period of time in excess of thirteen
twenty-four months as follows:

(i) The MCO shall refer a medical treatment reimbursement request in a
claim which has not had activity or a request for further action within a
period of time in excess of thirteen twenty-four months to the bureau
for an order when the request is accompanied by supporting medical
evidence dated not more than sixty days prior to the date of the request,
or when such evidence is subsequently provided to the MCO upon
request (via “Form C-9A” or equivalent). The bureau’s order shall
address both the causal relationship between the original injury and the
current incident precipitating the medical treatment reimbursement
request in a claim and the necessity and appropriateness of the
requested treatment. The employer or the employee or the
representative may appeal the bureau’s order to the industrial
commission pursuant to section 4123.511 of the Revised Code.



(i) The MCO may dismiss without prejudice, and without referral to the
bureau for an order, a medical treatment reimbursement request in a
claim which has not had activity or a request for further action within a
period of time in excess of thirteen twenty-four months when the
request is not accompanied by supporting medical evidence dated not
more than sixty days prior to the date of the request and such evidence
iIs not provided to the MCO upon request (via “Form C-9A” or
equivalent).

(2) Requests which require proof shall conform to the standards required by
paragraph (C) of rule 4123-3-09 of the Administrative Code and rules 4123-6-20
and 4123-7-08 of the Administrative Code.

(@) Medical evidence is required to substantiate a request for temporary total
disability.

(b) Medical evidence is required to substantiate the allowance of a disability or
condition not previously considered.

(3) In state fund cases, upon request for subsequent action under paragraph {B}(A)(1)
of this rule, the bureau shall, upon notification, inform the parties to the claim of
the pending action prior to issuing a decision. Upon request, the bureau shall
provide a copy of the request and proof to the employer and the claimant, and
their representatives, where applicable. Requests in self-insuring employers’
cases shall be submitted to the self-insuring employer which shall accept or
refuse the matters sought.

(4) The bureau or commission may require the filing of additional proof or legal
citations by either party or may make such investigation or inquiry as the
circumstances may require.

(5) A state fund employer shall, upon receipt of notification of the request, notify the
bureau of any objection to the granting of the relief requested. Such notification
must be filed within the time as required by the rules of the bureau and industrial
commission.

(6) Such requests shall be determined with or without formal (public) hearing as the
circumstances presented require. If the request is within the jurisdiction of the
bureau and the matter is not contested or disputed, the bureau shall adjudicate
the request in the usual manner. In all other cases, the request shall be acted
upon by the industrial commission’s hearing officer or as otherwise required by
the rules of the commission, depending on the subject matter.

(7) Failure by the employee to furnish information as specifically requested by the
bureau or commission shall be considered sufficient reason for the dismissal of



the request. If the employer fails to furnish any information requested by the
bureau or commission, the request may be adjudicated upon the proof filed.

(B) “Application for Determination of Percentage of Permanent Partial Disability or
Increase of Permanent Partial Disability” pursuant to division (A) of section 4123.57
of the Revised Code in state fund and self-insured claims.

(1) An “Application for Determination of Percentage of Permanent Partial Disability

or Increase of Permanent Partial Disability” shall be completed and signed by
the applicant or applicant’s attorney and shall be filed with the bureau of
workers’ compensation. An application for an increase in permanent partial
disability must be accompanied by substantial evidence of new and changed
circumstances which have developed since the time of the hearing on the
original or last determination. Unsigned applications shall be dismissed by the
bureau. Except where an additional condition has been allowed in the claim and
the request is for an increase in permanent partial disability based solely on that
additional condition, a request for an increase in permanent partial disability
filed without medical documentation shall be dismissed by the bureau.
Whenever the applicant or applicant’s representative leaves a question or
questions in the application form unanswered, the bureau shall contact the
applicant and applicant’s representative to obtain the information necessary to
process the application. Should the applicant or applicant’s representative
inform the bureau that the failure to provide the information necessary to
process the application is beyond the applicant’s control, the bureau shall take
appropriate action to obtain such information.

(2) Upon the filing of the application for either of these requests, the application shall

(3)

be referred to the bureau for review and processing. The bureau shall mail a
copy of the application and any accompanying proof to the employer and the
employer’s representative, unless the employer is out of business. The employer
shall submit any proof within its possession bearing upon the issue to the bureau
within thirty days of the receipt of the claimant’s application.

Each applicant for a determination of the percentage of permanent partial
disability shall be scheduled for an examination by a physician designated by the
bureau, and the examining physician shall file a report of such examination,
together with an evaluation of the degree of impairment as a part of the claim
file. The bureau shall send a copy of the report of the medical examination to the
employee, the employer, and their representatives.

(4) Upon receipt of the examining physician’s report, the bureau shall review the

medical evidence in the employee’s claim file and shall make a tentative order
as the evidence at the time of the making of the order warrants. If the bureau
determines that there is a conflict of evidence, the application, along with the
claimant’s file, shall be forwarded to the industrial commission to set the
application for hearing before a district hearing officer.



(5) Where there is no conflict of evidence, the bureau shall enter a tentative order on
the request for percentage of permanent partial disability and shall notify the
employee, the employer, and their representatives, in writing, of the tentative
order and of the parties’ right to request a hearing. Unless the employee, the
employer, or their representative notifies the bureau, in writing, of an objection
to the tentative order within twenty days after receipt of the notice thereof, the
tentative order shall go into effect and the employee shall receive the
compensation provided in the order. In no event shall there be a reconsideration
of a tentative order issued under this division.

(6) If the employee, the employer, or their representatives timely notify the bureau of
an objection to the tentative order, the matter shall be referred to a district
hearing officer who shall set the application for hearing in accordance with the
rules of the industrial commission. Upon referral to a district hearing officer, the
employer may obtain a medical examination of the employee, pursuant to the
rules of the industrial commission.

(7) Where the application is for an increase in the percentage of permanent partial
disability, no sooner than sixty days from the date of mailing of the application
to the employer and the employer’s representative, the applicant shall either be
examined, or the claim referred for review by a physician designated by the
bureau. Such period may be extended or the processing of the application
suspended by the bureau for good cause shown. If the bureau has determined
that the employer is out of business the application will not be mailed and the
bureau may process the application without waiting the sixty day period. The
bureau physician shall file a report of such examination or review of the record,
together with an evaluation of the degree of impairment, as part of the claim file.
Either the employee or the employer may submit additional medical evidence
following the examination by the bureau medical section as long as copies of the
evidence are submitted to all parties.

(8) After completion of the review or examination by a physician designated by the
bureau, the bureau may issue a tentative order based upon the evidence in file. If
the bureau determines that there is a conflict in the medical evidence, the bureau
shall adopt the recommendation of the medical report of the bureau medical
examination or medical review.

(9) The bureau shall enter a tentative order on the request for an increase of
permanent partial disability and shall notify the employee, the employer, and
their representatives, in writing, of the nature and amount of any tentative order
issued on the application requesting an increase in the percentage of the
employee’s permanent disability. The employee, the employer, or their
representatives may object to the tentative order within twenty days after the
receipt of the notice thereof. If no timely objection is made, the tentative order
shall go into effect. In no event shall there be a reconsideration of a tentative



order issued under this division. If an objection is timely made, the matter shall
be referred to a district hearing officer who shall set the application for a hearing
in accordance with the rules of the industrial commission. The employer may
obtain a medical examination of the employee and submit a defense medical
report at any stage of the proceedings up to a hearing before a district officer.

(10) Where an award under division (A) of section 4123.57 of the Revised Code has
been made prior to the death of an employee, all unpaid installments accrued or
to accrue are payable to the surviving spouse, or if there is no surviving spouse,
to the dependent children of the employee, and if there are no such children
surviving, then to such other dependents as the cemmission bureau may
determine.

(C) Payment of permanent partial disability pursuant to division (B) of section 4123.57
of the Revised Code in state fund and self-insured employer claims.

(1) The bureau or self-insuring employer will determine the payment of permanent
partial disability pursuant to division (B) of section 4123.57 of the Revised Code
for a loss by amputation or for a loss of use upon information in the claim file,
such as on the first report of injury, or upon the motion of a party for such
award. To determine the payment of the award, the bureau or self-insuring
employer may review the medical evidence in the file, may request additional
medical information from the parties, or may refer the injured worker for an
examination by a physician designated by the bureau or self-insuring employer.

(2) The bureau shall enter an order on or the self-insuring employer shall make a
decision on the payment of permanent partial disability pursuant to division (B)
of section 4123.57 of the Revised Code for a loss by amputation or for a loss of
use and shall notify the employee, the employer, and their representatives, in
writing, of the order or decision. The parties have a right to appeal the order or
contest the decision pursuant to section 4123.511 of the Revised Code.

(3) Upon a-final an order for the payment of permanent partial disability pursuant to
division (B) of section 4123.57 of the Revised Code for a loss by amputation or
for a loss of use, the bureau or self-insuring employer shall calculate such award
pursuant to the statutory schedule of division (B) of section 4123.57 of the
Revised Code. The bureau shal-caleulate-the-award-and shall pay the award to
the injured worker in-ene-payment as follows:

(a) Where the order to pay the award is an order from which there is a timely
appeal pending pursuant to division (H)(4) of section 4123.511 of the
Revised Code, the bureau or self-insuring employer shall pay the award in
weekly payments until a final administrative or judicial decision on the

appeal.




(b) Where the order to pay the award is a final order from which there is no
further appeal pursuant to division (H)(1), (H)(2), or (H)(3) of section
4123.511 of the Revised Code, the bureau or self-insuring employer shall
pay the award or the balance remaining on the award in one payment for the
entire award or the balance remaining on the award.

(4) Where an award under division (B) of section 4123.57 of the Revised Code has
been made ordered but not paid prior to the death of an employee, all acerued
compensation is payable to the surviving spouse, or if there is no surviving
spouse, to the dependent children of the employee, and if there are no such
children surviving, then to such other dependents as the bureau may determine.




4123-3-37 Lump sum advancements.

(A) The administrator of the bureau of workers’ compensation may commute an award of
compensation to a lump sum payment when the administrator determines that the
advancement is advisable for the purpose of providing the injured worker financial
relief or for furthering the injured worker’s rehabilitation.

(1) The administrator may only grant a lump sum payment to an injured worker from
an award of compensation made pursuant to section 4123.58 of the Revised

Code-or-from-divston(B)-of section4123 57 of the Revised-Code.

(2) The administrator may grant a lump sum payment to a surviving spouse from
awards of compensation made pursuant to sections 4123.59 of the Revised
Code. However, the advancement shall not exceed the amount of death benefits
payable to the surviving spouse over a two-year period.

(3) The industrial commission has exclusive jurisdiction over an application for a
lump sum advancement for the payment of attorney fees incurred in the securing
an award. The bureau shall refer such applications to the industrial commission
to adjudicate.

(B) An injured worker shall file an application requesting a lump sum advancement with
the bureau.

(1) The application shall be fully completed and notarized.

(2) The administrator shall review the application and utilize whatever methods the
administrator determines to be appropriate, consistent with general insurance
principles, to evaluate the claim for a lump sum payment.

(3) If the administrator determines that the lump sum application is advisable, the
administrator shall determine the amount of the biweekly rate reduction and the
terms of such reduction. The administrator shall fix a specific time for the
reduction of the biweekly rate of compensation to repay the lump sum
advancement.  The administrator may include interest in the repayment
schedule.

(4) The administrator shall issue an order approving or disapproving the application.
If the application is approved, the order shall advise the injured worker of the
amount of reduction of compensation and the terms of the lump sum
advancement.

(C) Maximum rate reduction in compensation.



1)

(B}ef—seene—n%—tﬂ—ef—theﬁc%ewsed—eedeﬂe No Iump sum advancement shaII

be approved that will result in a rate reduction of more than one-third of the
biweekly rate of compensation, except where the payment is for attorney’s fees
in accordance with section 4123.06 of the Revised Code.

(2) The administrator may approve more than one lump sum advancement in a claim,
but shall not permit more than two concurrent lump sum advancements.

(3) Upon the repayment of the lump sum advancement in accordance with the terms
of the order and agreement, the administrator shall remove the rate reduction
due to the lump sum advancement and reinstate the injured worker’s rate of
compensation.

(D) The lump sum advancement warrant shall include the claimant or the surviving
spouse as a payee, except where the check is for the payment of attorney’s fees in
accordance with section 4123.06 of the Revised Code, in which case the attorney
shall be named as the only payee on the check.
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Stakeholder feedback and recommendations for changes to the Chapter 3 Rules: 4123-3-15 and 4123-3-37

Rule # / Subject

Line # - Draft Rule Suggestions Stakeholder Rationale BWC Response Resolution
My law firm fully supports the proposed changes. Gary |[lt is policy consistent with the intent of the workers’ compensation system and the [No response necessary Maintain recommendation as
1 ]4123-3-15(A) & C Plunkett, Hochman & Plunkett Co., L.P.A. principles of a common fund system. submitted.
We have reveiwed the proposed changes to the OAC No response necessary Maintain recommendation as
Chapter 3 rules and do not believe there are any areas submitted.

of concern from the physician's' perspective. John F.
Wills, Exective Director, Ohio Osteopathic Association
6 [4123-3-15(A) & C

The Proposed Rule Change To Ohio Adm. Code 4123-3-|lIt is clear from the quoted language of RC 4123.57(B) that the legislature The comments of the stakeholder recognizes the statutory language as it relates to the obligation to pay the full Maintain recommendation as
15 Exceeds The Scope Of The Bureau Of Workers’ contemplated an award made prior to the death of an employee for the loss of the |amount of the award to eligible dependents when the IW dies and the payments were being made in installments; |submitted.
Compensation Rule-Making Authority - Anthony L. limb or its use. The condition precedent is that the award has been made to the |however, it does not prohibit the payment of the award in a lump sum.
Seegers, Esq., Director of Labor and Human Resources [injured employee during his lifetime. Proposed section (C)(3) also speaks to an |In a 1988 court case, Swallow v. IC, the court held that the manner of paying loss of use awards was within the
Policy, Ohio Chamber of Commerce award made to an injured worker during his lifetime. However, from the portion of |policy discretion of the Industrial Commission and BWC. The court held that the IC acted within its discretion to
R.C. 4123.57(B) quoted above and relied on in the proposed rule change it is make scheduled loss payments on weekly basis. BWC may also pay scheduled loss benefits in a lump sum

clear that the Legislature intended the award to be made in "installments accrued |without reduction to net present value. As such, the question is not whether BWC has statutory authority to do so,
or to accrue" and not in one payment as now set forth in the proposed change to |but rather does BWC want to exercise the authority to permit lump sum payments for scheduled loss benefits.
Ohio Adm. Code 4123-3-15(C)(3). "Installments" is defined in the Merriam- The primary factors to consider are loss of potential revenue when payment paid in lump sum rather than over
Webster's online dictionary to mean "one of the parts into which a debt is divided [time.

when payment is made at intervals." "Accrue”, defined in the Merriam-Webster's
online dictionary, means, "to accumulate or be added periodically." Therefore, by
the plan lanaguage of R.C. 4123.57(B) the General Assembly intended the award
for the loss of a limb or its use to be made in instrallments (one of the parts into
which a debt is divided when payment is made at intervals) accrued or to accure
(to accumulate or be added periodically), and not in one payment. The proposed
rule change exceeds the scope of BWC's rule making authority by requiring an
award to an injured worker be made in one payment.

8 |4123-3-15C

The Proposed Change To Ohio Adm. Code 4123-3-15 [The proposed change of Ohio Adm. Code 4123-3-15 conflicts with the intent of  |See response above Maintain recommendation as
Conflicts With The Intention Of The Legislature - the General Assembly in enacting R.C. 4123.57, one of the statutes the rule submitted.

Anthony L. Seegers, Esq., Director of Labor and Human [amplifies. As described above, R.C. 4123.57(B) clearly reflects the Legislature's

Resources Policy, Ohio Chamber of Commerce intent that an award to an injured worker for the loss of a limb or its use be paid in

installments. In fact, proposed section (C) of the rule repeatedly incorporates
R.C. 4123.57(B). The rule cannot rely on the statute and at the same time order
the BWC to do something in conflict with the statute make a onetime award
payment for the loss of a limb or its use.

9 |4123-5-15C

Proposed revision adds new subsection C to establish | The proposed revision lump sum payment for loss of use or amputation is of BW(C's rationale for this rule is to provide IW's who sustain a tragic loss, full compensation at the time of the loss [BWC will revise the rule language
criteria for payment of permanent partial in state fund concern. An employer may want to appeal the initial award by a DHO. If the without having to request a lump sum advancement and reduction of the award to net present value. It also to allow for payment in bi-weekly
and self-insured claims to stipulate that BWC to employer is successful it may be able to stop part or most of the award if that reduces administrative costs associated with paying and maintaining the award over a long period of installment [installments during the time the

determine PP for amputation or loss of use and requires |award is paid out on a weekly schedule. If the award is paid off in a lump sum payments and thus streamlines the process making it in line with the Governor's Executive Order with regard to  |claim is under appeal with the IC or
payment by lump sum in cases of amputation or loss of |after the DHO order is issued as opposed to being paid out over several months [Common Sense Business Regulations. Paying the award in a lump sum payment has no impact on employer Court, until a final Administrative or
use. Finally stipulates awards of PP paid prior to death [then there is ho way to stop or limit the payment even if the employer wins on its |rates/premiums. An injured worker has the right to retain counsel and any fee agreement is between the injured |Judicial decision is reached. This

of an employee, all compensation is payable to surviving |appeal. This could be a big dollar issue for Sls. State Fund employers may not |worker and counsel; how the award is paid has no bearing on the fee agreement. BWC recognizes that the will limit liability to the employer
spouse, or next of kin. Ryan Augsburger have as big an issue with this since they do not pay directly. And if they win on  |statute dictates compensation is to be paid upon order of the IC District Hearing Officer (if appeal filed to BWC and injured worker should the
Managing Director of Public Policy Services appeal the entire award is taken off of their experience. The BWC would bear Order) and paying in a lump sum will have potential negative impacts if the award is later overturned at the IC or |decision to pay is overturned. Once
The Ohio Manufacturers' Association the costs of this change on the state fund side. 1. What is the rationale for this Court. a final Administrative or Judicial
proposed rule revision? decision is reached to pay the
2. What cost does the BWC estimate this proposed rule revision will have on award, the IW can be paid the
employers? remainder of the award in a lump
3. Does BWC recognize the proposed rule revision provide increased sum.
contingency fees to injured worker lawyer’s vs. the weekly benefit payment
schedule?

4. Does BWC believe the lump sum compensation scheme to be compliant with
the Governor’s executive order on common sense business regulation?

11 |[4123-3-15C

4123.57(B) - Loss of use and loss by amputation are The suggested rule changes resulted from BWC'’s ongoing rule and claims process review and as the result of Maintain recommendation as
paid in weekly installments until the whole award is paid injured worker customer service issues as presented by the Ohio Association for Justice (OAJ). The rules have  |submitted.

out. It should be paid in one payment at the time the loss been reviewed and discussed with the OAJ and the (OSBA) Ohio State Bar Association Workers’ Compensation

is incurred. Currently if a claimant requests the award in Committee the past several months. BWC met with OAJ several times over the past several months to discuss

one lump sum, the award is reduced to present value. the suggested changes.

Ohio Association of Justice (OAJ)

12 |4123-3-15(A) & C
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Pharmacy Program Overview
Presented to the Medical Services Committee of the BWC Board of Directors
April 29, 2010

Introduction:
BWC allows injured workers to receive outpatient medications as part of their medical treatment. The

Pharmacy Program is the area within the Medical Services Division that manages this benefit. The
outpatient prescription benefit is only for medications that are self administered at home. Medications
administered in acute care or other inpatient settings and physician offices are processed by the MCOs.
The BWC pharmacy program deals with State Insurance Fund claims only. Self Insured employers are
responsible for establishing their own prescription coverage programs within the parameters of BWC
rules.

Operational Characteristics:
In 2009 the Medical Services Division benefit costs were $814 million. The outpatient prescription

benefit program represented nearly $128 million or 16% of the division costs. The pharmacy program
utilizes a Prescription Benefits Manager (PBM) to process prescriptions for injured workers. There are
over 5,700 pharmacies filling prescriptions for our injured workers. During 2009 there were 1.47 million
prescriptions processed in 77,000 claims. The collection of manufacturer’s rebates from these
prescriptions began in 2009. To date, $4.5 million has been collected on the 400 drugs which were
eligible for manufacturer rebates.

Core Business Functions:

Listed below are the six core processes that the program must accomplish if it is to operate effectively.

1. Pharmacy Benefits Manager (PBM) Operations Oversight

Efficient functioning of this process is crucial to program success. If prescriptions are not

correctly and efficiently processed for injured workers and pharmacies are not properly and

promptly reimbursed, then nothing else really matters about the program.

- The PBM provides the Point of Service software that enables a pharmacist to know that the
injured worker has a valid claim, that the drug is approved in that claim, that the quantities
and day’s supply are appropriate and what the reimbursement for the prescription will be.

- Clinical Pharmacists at the PBM receive and review requests for Prior Authorization from
physicians’ offices. They approve drugs that are clearly related to the claim. For drugs that
may not be related they forward the request to BWC for a review by one of our medical
reviewers.

- Payments are generated to participating pharmacies every week. The turnaround on
pharmacy reimbursement is 7-14 days, depending on when the bill is submitted. Injured
workers who have paid out of pocket can file paper claims (BWC Form C-17 Request for
Injured Worker Medication Reimbursement) with the PBM typically receive payment in
three weeks. Monitoring the status and accuracy of these thousands of payments is a
critical function for the program.

- Accurate prescription processing is ensured by the PBM’s staff of pharmacy auditors. The
process involves both desktop audits which review records requested from the pharmacy
and onsite audits of pharmacies.




Pharmacy Benefits Manager Contract Compliance

Ensuring that the PBM is meeting its contractual obligations is a critical role of program
management. There are 26 performance guarantees to be monitored and reported.
Performance guarantees include but are not limited to areas involving bill processing, prior
authorizations and system availability.

Clinical Pharmacy Functions

A drug formulary for the BWC pharmacy program will be established in 2010. This document
will require regular maintenance to keep it current and accurate.

The Pharmacy & Therapeutics Committee (P&T Committee) is a committee of practicing
physicians and pharmacists who provide clinical guidance to the BWC Pharmacy Program.
The committee reviews and recommends drug coverage policies to the administrator. This
group guides selection of drugs for their formulary status.

Drug Utilization Review is the process where conditions in the claim are matched against the
drugs being used to ensure that coverage is appropriate. This process involves clinical staff
in the field, the pharmacy department and medical reviewers.

Surveillance for potential abuse of prescription drugs is another clinical function of the
pharmacy department. The PBM software has filters in place to look for inappropriate
prescribing or dispensing activities. The clinical staff of the pharmacy department reviews
claims that are picked up by these filters as well as claims that are referred by field staff,
fraud or employers.

Pharmaceutical Rebates Management

Monitoring of this process requires ongoing coordination with multiple areas both within
and outside of BWC. From the PBM'’s adjudication of the original submitted bill data, to its
aggregation by the rebates vendor, to Finance receiving the funds, to Compliance auditing
the funds handling and finally to allocation of the funds to the correct claims; attention to
detail and thorough documentation is required.

Customer Support

The service offices are the first line of contact with BWC for most injured workers. This is
also where the most questions about the prescription benefits originate. Ensuring that each
of the 18 Field Offices receives consistent and accurate assistance from the pharmacy
department to answers to these questions is highly important for the public perception of
how well the program functions.

Likewise questions or issues raised by employers, injured workers or their representatives
must be addressed promptly and accurately. Many times improvements to the program
arise from these inquiries.

Program Policy Management

The information that guides providers and prescribers in using the pharmacy benefit must
be current and accurate. Keeping policies updated and dispersing information about
changes to our stakeholders is a key facet in reducing operational friction.

Having the necessary rules to permit the program to implement progressive policies to
manage the pharmacy benefit is critical to future development.



Program Statistics

Over the past 10 years the pharmacy program has changed significantly.

In 1999 there was no PBM Administrative Fee because they were permitted to keep the rebates.
Costs of the program peaked in 2004 at $159 million. In 2005 the PBM put edits in place to stop
inappropriate drugs from being paid in the claim, the Maximum Allowable Cost (MAC) program was
initiated to ensure lowest pricing on multisource generic drugs. This program produced a documented
savings of $24 million by the end of the first year MAC pricing was implemented.

The 2007 annual expenditures for three drugs, Lidoderm, Actig and Fentora, were over $10
million. In 2007, the P&T Committee recommended restrictions in coverage of these drugs. This action
produced 2009 savings on their cost of over nine million dollars. In 2009 rebate collections provided
nearly $4.5 million dollars in new funds. This amounted to a net revenue increase of $2 million dollars
after deductions for the administrative fees of the rebates manager and PBM administrative fees.

The total number of prescriptions was headed for two million in 2004, but has declined over 9%
in the past 5 years. This is reflective of the general decline in claims seen by the Bureau and is attributed
to the effects of our work safety initiatives.

The utilization of drugs within the pharmacy benefit reflects the environment of workers
compensation. The top five drug categories over that past 5 years has shifted, however narcotic
analgesics consistently remain the number one class in costs and utilization. Although not principally
indicated for pain management, the use of psychotropic and anticonvulsants as adjunctive therapy in
pain management has moved these two classes into our number two and three position. It should be
noted that while the top five drug classes control 80% of our expenditures they represent only 49% of
our total volume of prescriptions. This fact is significant not only in focusing on fiscal controls, but it is
also important as we look at appropriate utilization of medications from the clinical perspective.
Inappropriate use of relatively low cost agents can delay a return to work and set the stage for other
untoward conditions for the injured worker.

Compared to 2009 data on group health pharmacy benefits, the BWC program is well above the
average in generic fill rate and significantly below the average cost per prescription. Our average fill cost
of $86.97 Vs $183.36 for group health plans reflects the absence of high levels of chronic conditions
being treated in our plan.

Program Strategic Goals

The future efforts of the pharmacy department will be guided from the clinical perspective. To
accomplish its mission of enhancing the general well being of Ohioans, BWC must provide high quality
treatment outcomes for injured works that enable a prompt return to work. The pharmacy department
will support this goal by focusing on medication utilization. This is the driver of both drug costs and
clinical outcomes. Our strategy is built upon two initiatives — improve the utilization of medications and
monitor the utilization of medications. Success will be measured by utilization metrics, program costs
and stakeholder feedback. We believe that this strategy will bring improved treatments and lead to
earlier return to work.
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- Bureau of Workers’
Oth Compensation

Program Description

The BWC Pharmacy Program is the area within the
Medical Services Division that manages outpatient
prescription benefits for injured workers.

* These are prescriptions for home use only.

* Medications administered in a physician’s office or
inpatient drugs used in acute care or long term care
settings are not covered. Claims for these drugs are
processed by the Managed Care Organizations.

 The pharmacy program covers medications for state
fund claims only. Prescriptions for self insured claims

are not handled by this program.
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o Bureau of Workers’
Oth Compensation

Annual Expenditures

2009 — Medical Services Division

2009 Total medical payments =
$814 million

Hospitals
$260 M
32%

All Other Medical
$33 M
4%

Pharmacies
$128 M
16%

Medical - Fee
Schedule
$374 M
46%
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Current Operational State

During 2009 The Pharmacy Department:

* Managed the processing of 1.47 million prescriptions
submitted by 5,700 pharmacies at a cost of $128 million

* Covered prescriptions for 8,600 individual national drug
codes, (over 3,800 different drugs) in 77,000 injury claims

e Collected nearly $4.5 million in rebates on 400 eligible
drugs

* Transitioned to a new Prescription Benefit Manager
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Core Business Functions

 Pharmacy Benefits Manager Operations Oversight
— Point of Service Bill Payment
— Prior Authorization Processing by Clinical Pharmacists
— Financial Controls
— Pharmacy Provider Audits
* Pharmacy Benefits Manager Contract Compliance
— Service Level Agreement Enforcement
* Rebate Management Contract Compliance
* Customer Support
— Service Offices
— Employers, Injured Workers and their Representatives
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Core Business Functions (cont’d)

* Clinical Program
— Formulary Management
— Pharmacy and Therapeutics Committee Activities

— Drug Utilization and Prior Authorization Review Procedures
and Operations

— Monitoring for Potential Medication Misuse
* Program Policy Management

— Provider Billing & Reimbursement

— Rules Development
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Ohio

Bureau of Workers’
Compensation

Program Statistics

Calendar Total Medical F-,I; gtsaclr::;%';ﬂn sz':;r;\z(_:eyof To_tal Averagg PBM Admin Dispensipg Total R;—t?;zs y i?jt;)r]alitr? i?j?naif
Year Costs Costs Totezl: (I;/;(iglcal Scripts  Price/Script  Costs Cost/Script  Rebates Script Costs  Costs/Script
1999 $594,814,508 $75,222,053 13% 1,587,751 $47.38 $0 $3.50 $0 $0 $0 $0
2000 $650,172,015 $94,722,738 15% 1,692,212 $55.98 $0 $3.50 $0 $0 $0 $0
2001 $742,538,393 $107,711,177 15% 1,749,505 $61.57 $0 $3.50 $0 $0 $0 $0
2002 $834,057,688 $119,008,905 14% 1,740,825 $68.36 $0 $3.50 $0 $0 $0 $0
2003 $873,771,575 $136,092,053 16% 1,804,327 $75.43 $5,158 $3.50 $0 $0 $0 $0
2004 $875,085,855 $158,973,401 18% 1,887,348 $84.23 $14,900 $3.50 $0 $0 $0 $0
2005 $884,797,101 $144,261,751 16% 1,764,075 $81.78 $1,057,830 $3.50 $0 $0 $0 $0
2006 $811,560,210 $120,221,826 15% 1,678,543 $71.62 $2,098,180 $3.50 $0 $0 $0 $0
2007 $796,612,362 $124,264,422 16% 1,587,127 $78.30 $1,983,914 $3.50 $0 $0 $0 $0
2008 $862,736,555 $130,494,502 15% 1,508,672 $86.50 $1,885,887 $3.50 $0 $0 $0 $0
2009 $813,975,386 $127,845,939 16% 1,470,011 $86.97 $1,876,610 $3.50 $4,491,200 $3.06  $603,177 $0.41
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= Bureau of Workers’
Oth ’ Compensation

Program Statistics

TOP FIVE CLASSES - PERCENTAGES of TOTAL REIMBURSEMENT

TC Code Description 2005 2006 2007 2008 2009
NARCOTIC ANALGESICS 34.6% | 29.6% | 332% | 363% | 39.9%
ALL ANTIPSYCHOTIC/PSYCHOTROPIC| 10.4% | 132% | 129% | 133% R

ANTICONVULSANTS 104% | 11.0% | 11.5% | 123% | 11.8%

NSAIDS 102% | 8.7% 7.0% 6.7% 7.0%

PROTON PUMP INHIBITORS * * * * 5.5%
SKELETAL MUSCLE RELAXANTS | 6.0% * * * *
TOPICAL LOCAL ANESTHETICS * 8.2% 8.1% 5.6% *

ALL OTHER CLASSES 28.3% | 293% | 27.3% | 258% | 19.7%

TOP FIVE CLASSES - PERCENTAGES OF TOTAL PRESCRIPTION VOLUME

TC Code Description 2005 2006 2007 2008 2009

NARCOTIC ANALGESICS 32.9% 33.2% 33.8% 34.4% 26.0%

ALL ANTIPSYCHOTIC/PSYCHOTROPIC| 7.0% 7.5% 7.9% 8.3% 6.8%

ANTICONVULSANTS 6.9% 7.8% 8.4% 9.1% 7.1%

NSAIDS 11.4% 10.5% 10.1% 9.7% 7.2%

PROTON PUMP INHIBITORS * * * * 2.1%
SKELETAL MUSCLE RELAXANTS 9.8% * * * *
TOPICAL LOCAL ANESTHETICS * 2.2% 2.2% 1.6% *

ALL OTHER CLASSES 28.3% 38.7% 37.7% 37.0% 50.8%

* Not in the top five for the year.
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Comparison of BWC vs. Group Health

e 2009 BWC Data

— Generic Fill Rate = 74%
— Average Cost per Prescription = $86.97
— Average Rebate per Prescription = $3.06

¢ 2009 National Drug Benefit Report (Pharmacy Benefit Management Institute)

— Generic Fill Rate = 61%
— Average Cost per Prescription = $183.36
— Average Rebate per Prescription = $3.31
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Ohio/|armm
Strategic Goals for 2009 — 2012

Improve Utilization

 Develop a Formulary By Rule
— Provide prescribers with a comprehensive list of covered drugs
— Proactively review new drugs for admission
— Focus all formulary actions first on clinical safety and efficacy.

 Amend or Promulgate Other Rules as Necessary
— First Fill Prescriptions & Assignment
— Autonomous P&T Committee
— Pharmacy Lock-In Program
— Charge structure driven by strategic pricing
— Manage Injectable drugs currently under the MCQO’s

* Work to Improve Therapeutic Decisions & Outcomes
— Maximize application of the PBM’s monitoring and intervention capacity
— Implement Medication Therapy Management for chronic pain patients
— Partner with Other State Agencies
— Establish comparative metrics with the OSU Project
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Strategic Goals for 2009 — 2012

Monitor Utilization

Centralize Management of the Drug Utilization and Prior Authorization
Review Processes

- Maximize these opportunities to create Prospective and Retrospective
interventions in medication use

Create and Monitor Key Utilization Metrics with PBM and BWC databases

- Program performance will be benchmarked against standard metrics to
make sure that gains are documented and held

Engage the Pharmacy and Therapeutics Committee to provide therapeutic
guidelines and oversight

- Drug utilization reviews and formulary decisions must be grounded in
best practice standards, current medical literature
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Our Vision

By 2012:

The BWC Pharmacy Program will be recognized as the
national leader for its efficient and clinically effective

delivery of innovative pharmacy services to Ohio’s
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Purpose

This report is a follow-up to our 12-15-09 initial report, An Evaluation of MCO Referral Patterns, which has
been reviewed by the Board, the stakeholders and interested parties. The purpose of that report and this
follow-up report is to determine the effectiveness of the BWC vocational rehabilitation program in terms
of the impact of the current vocational rehabilitation case manager referral process and structural
landscape on case outcomes and MCO performance, and on the provider market place. The study has the
following goals: 1) identify impacts among different categories of vocational rehabilitation providers, 2)
quantify and qualify the impacts across cost and service outcomes, and 3) identify strategies for
addressing identified challenges within the current system.

The Process

Vocational rehabilitation within the Ohio workers’ compensation system is a critical component in the
effort to return qualifying injured workers back to the workforce. The Ohio workers’ compensation
environment experiences approximately 300,000 active workers compensation claims per year. On
average, 230,000 of those were lost time claims. Approximately 3.5 percent to 4.0 percent of those claims
were referred to vocational rehabilitation services. While lost time claims volume has been decreasing
over the past years, the percentage of referrals to vocational rehabilitation has remained consistent.

Vocational rehabilitation services may be initiated through two primary routes, an external referral or an
internal referral. An external referral is one initiated by any source outside of BWC or the Managed Care
Organization (MCO). External referrals for vocational rehabilitation may come from the physician or
another provider via a recommendation submitted to BWC or the MCO. Further, the injured worker or his
representative, or the employer or their representative may request services. Occasionally, requests are
received from other outside sources as well. All external referrals require that the vocational
rehabilitation eligibility and feasibility process be completed. An internal referral is initiated by the MCO
or BWC through a staffing process. If either agency believes that a referral is appropriate, the potential
referral is discussed by BWC and the MCO. When the MCO and BWC agree that vocational rehabilitation
is appropriate, the eligibility and feasibility determination process is initiated.

The eligibility process for vocational rehabilitation begins with an initial review by the MCO with a final
determination made by BWC's Disability Management Coordinator (DMC). When the DMC makes a
decision regarding an injured worker’s eligibility, they notify the MCO of the finding and send a letter to
the parties to the claim advising of the determination and providing appeal rights.

The MCO determines an injured worker is feasible for vocational rehab services when all the available
information indicates that the injured worker is likely to return to work as a result of the services. The
MCO sends a letter to all the parties of the claim informing them of the determination of feasibility and
providing appeal rights.

Once initial feasibility is determined, the MCO assigns the vocational rehab referral to a vocational
rehabilitation case manager, an external provider. The MCO contacts the injured worker to determine
their interest in vocational rehabilitation services, as injured worker participation is voluntary. When the
injured worker has agreed to participate, the MCO has the responsibility to assign the vocational
rehabilitation case manager. Assignment of the vocational rehabilitation case management provider can
depend on the preference of the injured worker, the request of the injured worker’s attorney, the injured
worker’s employer, or if not otherwise determined, per the MCO’s method of case assighment.
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Background

The 12-15-09 initial report was based on a study population of all lost time claims referred to vocational
rehabilitation. In that report, we included cases that went into a vocational rehabilitation plan as well as
those cases which did not go into plan. Additionally, in the previous report, for claims with multiple
referrals, we collapsed and counted only the most recent referral that went into plan, identified the return
to work (RTW) outcome, and the MCO responsible for payment. Lastly, that report included the
associated dollars paid for all the referrals and all dollars paid for vocational rehabilitation in the life of
that claim.

Based on the comments received from the Labor-Management-Government Advisory Council (LMG),
MCOs, Vocational Service Providers, and other interested internal and external parties, BWC further
reviewed and conducted follow-up analysis to vet our initial study findings. BWC’s current methodology
refined the study population and the previous methodology.

Evaluation Parameters and Methodology

The study population is based on all lost time claims referred to vocational rehabilitation which had a case
“closure date” (See Appendix 2 for case closure date and other definitions) within fiscal years 2008 and
2009. This includes referrals that entered vocational rehabilitation plans and those referrals which closed
with closure code NE16." Case referrals were individually reviewed for their outcomes. Bills associated
with the defined referrals covered the date the case manager was assigned through the case closure
date.?

The current methodology focuses on the servicing case manager (CM) because this person is the key
figure in directing and managing vocational rehabilitation services. Further, the case manager was chosen
as our evaluation point because there can only be one case manager at the time of closure for each
referral. We determined the servicing vocational rehabilitation case manager who was last paid for each
individual referral was the case manager for that referral. Although multiple case managers could be
involved in a referral, evaluating the case manager who was last paid was determined to be appropriate,
as a case manager re-assignment generally occurs at the beginning of the rehab process. Other data
elements included case closures, return-to-work (RTW) outcome, and hierarchy data. There were 25
MCOs in the study population during our evaluation period. Twelve (12) MCOs had affiliated vocational
rehabilitation service companies; 13 MCOs did not have affiliated vocational rehabilitation companies.

Analysis
The following analysis is divided into three discussion sections: Referrals, Costs, and Outcome.

Referrals

In this study population, claim volume represents the total of unique claims determined eligible and
feasible for vocational rehabilitation services. The referral volume represents the total count each time a
claim went into a specific vocational rehabilitation plan. Throughout this report, we will focus on the
referral volume as opposed to the claim volume. For the purposes of this study, to appropriately analyze
the vocational rehabilitation program services, costs and outcomes, it is necessary to review the data at
the individual case referral within each claim. Because a claim can have multiple vocational rehabilitation

! The NE16 closure code indicates that the injured worker returned to work prior to a vocational rehabilitation plan being
implemented.

? Eliminated from the study were referrals and the associated costs where there was no case management billing information.
Specifically, there were 33 referrals that were omitted from the Affiliated MCO group and 15 referrals omitted from the
Unaffiliated MCOs group due to the lack of case manager billing information.
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referrals, it is important to evaluate the individual referral as each one can be managed by different
providers and MCOs. Also, each referral can result in the provision of different vocational rehabilitation
services depending on the managing provider and MCO.

Table 1 below illustrates the study population as a whole. It shows that 6,754 claims had vocational
rehabilitation closures that met our evaluation parameters during the last two fiscal years. There were
7,204 referrals made within these 6,754 claims with a corresponding $47.5 million in cost.

Table 1: Vocational Rehabilitation Claims during 7/1/07 -6/30/09

Claim Volume SR Reimbursed Amount
Volume
6,754 7,204 $47,505,031.36

Table 2 below further bifurcates the referral volume by Affiliated and Unaffiliated MCO. An Affiliated
MCO in this study is defined as one that has a financial interest in a vocational rehabilitation provider
company. An Unaffiliated MCO is one that does not have a financial interest in any vocational
rehabilitation provider company.

Table 2 shows that of the total referral volume of 7,204, Affiliated MCOs managed claims with 70 percent
of the referral volume while Unaffiliated MCOs managed claims with 30 percent of the referral volume. In
addition, Affiliated MCOs’ average aggregated cost per referral is lower by $387.36 or 6 percent than
Unaffiliated MCOs.

Table 2: MCO Group Detail

MCO Grou # of | Referral % of Reimbursed Avg
P MCO | Volume | Referral Amount Cost/Referral
Affiliated MCOs 12 5,029 70% $32,574,369.80 $6,477.31
Unaffiliated MCOs 13 2,175 30% $14,930,661.56 $6,864.67
Total 25 7,204 100% | $47,505,031.36 $6,594.26

The remainder of the analysis in this section focuses on providers of case management services. These
providers can be classified into three different provider types: owned-affiliated, other-affiliated, and non-
affiliated providers. An owned-affiliated provider is defined as a vocational rehabilitation service company
for which an affiliated MCO has a financial interest. As an Affiliated MCO can also refer services to a
provider affiliated with another MCO, a separate classification had to be created to account for such
referrals - this group was classified as other-affiliated provider. Lastly, a non-affiliated provider is a
vocational rehabilitation services company for which no MCO has a financial interest. Assignment of
service providers to each classification was based on the identified responsible pay-to provider. If
payment made by an Affiliated MCO was to their affiliated provider company for a provider service, then
that servicing provider was classified as “owned-affiliated provider”; otherwise, providers were placed in
one of the other two provider types accordingly.

Table 3 below illustrates the referral volume of Affiliated MCOs to providers by provider classification.
Data shows that 2,997, or 60 percent, of all Affiliated MCO referrals were made to MCO owned-affiliated
providers. The next largest referrals were made to non-affiliated providers, at 1,768 or 35 percent, and
the remaining 231 referrals were made to the other-affiliated providers at 5 percent.
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Table 3: Affiliated MCO Detail

AL % of Referral
Volume
Owned-affiliated Provider 2,997 60%
Other-affiliated Provider 231 5%
Non-affiliated Provider 1,768 35%
Total 4,996° 100%

Unaffiliated MCO group referred provider classification can only be to the two provider types of other-
affiliated provider and non-affiliated provider. Table 3a data shows that 2,012 or 93 percent of all the
Unaffiliated MCOs’ referrals were made to non-affiliated providers and 148 or 7 percent of the remaining
referrals were made to other-affiliated providers.

Table 3a: Unaffiliated MCO Detail

HUETE] % of Referral
Volume
Other-affiliated Provider 148 7%
Non-affiliated Provider 2,012 93%
Total 2,160* 100%

The total referral volume as indicated in Tables 3 and 3ais 7,156. If we sum the referral volume according
to pay-to provider type, we see the referral volume is 3,376 (2,997+231+148) for affiliated providers and
3,780 (1,768+2,012) for non-affiliated providers. On its face, the percentage of the total referral volume
between affiliated providers at 47 percent and non-affiliated providers at 53 percent is not meaningfully
different. However, we must consider this data further in terms of the number of available service entities
who were paid for case management services during the study period. There were 131 such available
service entities. Of those 131 entities, just 9 of them were MCO affiliated provider companies which
received 47 percent of the total referral volume, while 122 non-affiliated provider companies received the
remaining 53 percent. The referral disparity is further highlighted when taking into account that just 1
MCO affiliated provider company received over 60 percent of the total affiliated provider referrals and 3
affiliated providers account for 88 percent. Two of these top three affiliated providers are owned by two
of the top three MCOs in terms of claim volume.

As promised in the initial report, in addition to evaluating the referral patterns by Affiliated and
Unaffiliated MCOs, we also examined referrals at the CM provider level, regardless of MCO relationship.
This perspective facilitated our evaluation of referrals in terms of referral numbers by case manager
“employed” by each of the pay-to providers in the study population. “Employed” means that the case
manager was either a full-time or part-time employee or had a contractual relationship with the pay-to
provider company. Tables 4, 4a and 4b categorize a case manager service provider as an “affiliated CM”

* Table 3 shows 4,996 total referrals in the Affiliated MCOs group as opposed to 5,029 noted in Table 2. The difference is a result
of the addition of billing data to the database. We used the billing data to determine the responsible pay-to providers, and, thus,
48 referrals from the aggregate referral volume total were eliminated as there was no case management billing information for
those cases. Thirty-three of the 48 referrals eliminated were taken from the Affiliated MCO group.

* There are 2,160 total referrals in the Unaffiliated MCO group as opposed the 2,175 noted in Table2. The 2,160 reflects the
elimination of 15 referrals due to the lack of case management billing information.
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(CM) if they were employed by an affiliated provider. Likewise, “non-affiliated CM” is defined as a CM
service provider who was employed by a non-affiliated provider. There were also those CMs who were
utilized by both affiliated and non-affiliated providers during the study time frame, and are classified as
“Both”.

As shown in Table 4, there were a total of 287 case managers (CMs) in our study population. We see that
the average number of referrals per affiliated CM is 27 and non-affiliated CM is 19. The aggregate average
case load is 25.

Table 4: Avg. Referral Volume per CM by Provider Affiliation

e L . # of Referral Avg Referrals
Affiliation by Pay-to Provider ™ Volume % of Referral (caseload)/CM
Affiliated CM 112 3,051 43% 27
Non-affiliated CM 136 2,624 37% 19
Both 39 1,481 21% 38
Total 287 7,156 100% 25

However, the analysis must not end there. In the “Both” category for affiliation by pay-to provider, we
must segment the CM’s case referral numbers by affiliation. Table 4a further examines the 39 CMs who
were employed by both affiliated and non-affiliated providers. Of the 1,481 referrals this group received,
325 referrals were paid to affiliated providers, and 1,156 were paid to non-affiliated providers.

Table 4a: Employment from Affiliated & Non-affiliated Providers

S - Non-affiliated
Aff|||at|.o AL # of CM sl A CM Referral Total Referrals
to Provider Referral Volume
Volume
Both 39 325 1,156 1,481

Data in Table 4b synthesizes the totals in Table 4 and 4a. As noted in Table 4b, there were 151 affiliated
CMs. This number is derived from adding 112 affiliated CM with the 39 CMs who were employed by both
affiliated and non-affiliated providers. Similarly, the non-affiliated provider total of 175 is derived from
adding 136 non-affiliated CM with the 39 CMs. When comparing the average number of referrals in
aggregate by affiliated versus non-affiliated providers, the average number of referrals per case manager
is 22.4 for affiliated and 21.6 for non-affiliated. There is little difference in the referral volume between
the total affiliated and non-affiliated providers by individual case managers.

Table 4b: Affiliated vs. Non-affiliated Provider Average Referrals per Case Manager

Average #
A.ﬁflllated/No_n- # of CM Total # of of
affiliated Provider Referrals Referrals
per CM°

Affiliated Provider 151 3376 22.4
Total
Non-affiliated
Provider Total 175 3780 21.6

> Consideration was given to further limiting the study population of referrals per case manager to address outliers; however,
after analysis, it was determined that this was unnecessary
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Costs

This section of the report analyzes costs by the categories discussed above. As has been used throughout
the report, a servicing case manager who managed a referral from an owned-affiliated provider is the
affiliated case manager. All the other servicing case managers are categorized as non-affiliated case
managers. Consistent with our definitions throughout this report, non-affiliated case managers can be
‘other-affiliated’ or ‘non-affiliated’ case managers.

Table 5 provides Affiliated MCO case management cost data by affiliated and non-affiliated case manager
service categories. Table 5 shows that within the Affiliated MCO group, affiliated case managers’ average
referral costs are lower than non-affiliated case managers’ average referral costs by 5 percent ($6,373.54
vs. $6,695.35).

Table 5: Affiliated MCO Case Referral Cost Detail

Affiliated MCOs Referral Volume Reimbursed Avg
Detail Amount Cost/Referral
Affiliated Case 2,997 $19,101,488.72 $6,373.54
Managers

Non-affiliated Case 1,999 $13,384,006.95 $6,695.35
Managers

Total 4,996 $32,485,495.67 $6,502.30

*Includes other-affiliated and non-affiliated case managers.

Similarly, Table 5a below illustrates cost incurred for Unaffiliated MCO case referrals. Unaffiliated MCOs

average cost per referral is 6 percent higher ($6,883.57 vs. $6,502.30) than Affiliated MCOs’ average cost
per referral.

Table 5a: Unaffiliated MCO Case Referral Cost Detail

Referral Reimbursed Avg

el s el Volume Amount Cost/Referral

Non-Affiliated Case

2,1 14 61 57
Managers* ,160 $14,868,500.6 $6,883.5

*Includes other-affiliated and non-affiliated case managers.

When examining costs at an aggregate level, Tables 5 and 5a show that average cost per referral is 6
percent lower ($6,502.30 vs. $6,883.57) for Affiliated MCOs than Unaffiliated MCOs. Further shown is that
when Affiliated MCOs refer to non-affiliated case managers, the cost is 3 percent lower ($6,695.35 vs.
$6,883.57) than Unaffiliated MCOs. Lastly, Affiliated MCOs’ affiliated case managers had the lowest
average cost per referral at 8 percent less ($6,373.54 vs. $6,883.57) than the Unaffiliated MCOs’ non-
affiliated case managers.

To further evaluate affiliated and non-affiliated case manager service costs, the local service codes from
the vocational rehabilitation provider fee schedule were separated into the following component services:
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case management services, facility-based services, and other rehab services.® An extension of the data in
Tables 5 and 5a, Table 6 depicts the three service components and their cost.

Table 6 reports the service groupings and their costs based on case manager affiliation. This reflection of
the data begins to provide a picture of the utilization of services by a case manager who is responsible for
determining which services within the service groupings are included in the plan. Case managers’
subsequent service referrals to affiliated and non-affiliated providers will be discussed in Tables 6a, 6b and

6c¢.

Table 6: Vocational Rehabilitation Service Groupings by Affiliated and Non-affiliated MCOs

Affiliated MCOs

Vocati | Unaffiliated MCOs
oca I.?na. Affiliated Case Managers Non-Affiliated Case Managers
rehabilitation
Zervnc&_e Referral Reimbursed Avg Cost Referral Reimbursed Avg Cost Referral Reimbursed Avg Cost
roupings Volume Amount /Referral Volume Amount /Referral Volume Amount /Referral
Case 2,997 $8,133,564.16 $2,713.90 1,999 $5,566,762.95 $2,784.77 2,160 $5,703,559.56 $2,640.54
Management
Facility B
SZ:\'”'ZS ased 1,547 | $6,036,959.83 | $3,002.37 | 1,176 | $4,271,405.84 | $3,632.15 | 1,337 | $5089,826.38 | $3,806.90
Other Services 1,871 $4,930,964.73 $2,635.47 1,331 $3,545,838.16 | $2,664.04 1,414 $4,075,114.67 $2,881.98
Total $19,101,488.72 $6,373.54 $13,384,006.95 | $6,695.35 $14,868,500.61 | $6,883.57

For Affiliated MCOs, Table 6 reflects that affiliated case managers provided case management services for
2,997 referrals from Affiliated MCOs, of which, 1,547 also received facility-based services and 1,871
received ‘other’ services. Further, non-affiliated case managers provided case management services for
1,999 referrals from Affiliated MCOs, of which, 1,176 also received facility-based services and 1,331
received ‘other’ services. For Unaffiliated MCOs, non-affiliated case managers provided case management
services for 2,160 referrals, of which, 1,337 also received facility-based services and 1,414 received ‘other’

services.

The data shows that for the Affiliated MCOs, the average CM cost per referral is marginally lower for
affiliated case managers than non-affiliated case managers. However, for CM services, Affiliated MCOs’
cost for both CM groups is slightly higher on average when compared to the Unaffiliated MCOs’ average
costs. Table 6 also shows that for Affiliated MCOs, the average facility based services cost is higher for
referrals managed by affiliated case managers than non-affiliated case managers. Also, for Affiliated
MCQOs, the average facility-based services cost is higher for referrals managed by affiliated case managers
when compared to those managed by the Unaffiliated MCOs. The ‘other’ services average cost was lowest

for the Affiliated MCOs’ affiliated case managers when compared across all groups.

An extension of Table 6, Tables 6a, 6b, and 6¢ further evaluate the case managers’ subsequent referrals
for facility-based services and ‘other’ services by affiliated and non-affiliated providers.” Table 6a shows

® see Appendix 3 for service grouping definitions.

7 Although the tables reflect the same catagories of data, the compliation of the data does result in different totals. Table 6
provides a count of referrals by service groupings. Each referral is counted only once under each category. In Tables 6a, 6b and
6¢, the additional data element of servicing provider affiliation is added. It is possible for the referral to have been counted as
receiving ‘other services’ from both affiliated and non-affiliated providers. For example, if a referral received a service in the
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the referral volume for services directed by owned-affiliated, other-affiliated and non-affiliated CMs. For
Affiliated MCOs, when owned-affiliated CMs directed vocational rehabilitation services, 71 percent of
‘other’ services (1,442/2,018) were provided by affiliated providers, and 100 percent of facility-based
services were provided by non-affiliated providers. When non-affiliated CMs directed services for
Affiliated MCOs, 96 percent of ‘other’ services (1,315/1,363) were provided by non-affiliated providers
and 100 percent of facility-based services were provided by non-affiliated providers. For the Unaffiliated
MCOs® with services directed by other-affiliated CMs, 71 percent of ‘other’ services were provided by
affiliated providers and 100 percent of facility-based services were provided by non-affiliated providers.
When the services are directed by non-affiliated CMs, 100 percent of services were provided by non-
affiliated providers.

Table 6a: Referral Volume by Affiliated and Non-Affiliated Providers

Affiliated MCOs Unaffiliated MCOs
Owned-Affiliated Case Non-Affiliated Case Other-Affiliated Case Non-Affiliated Case
Managers Managers Managers Managers
Facility- Other Facility- Other Facility- Other Facility- Other
Based . Based . Based . Based .
. Services . Services . Services . Services
Services Services Services Services
Affili
fited 0 1,442 0 48 0 70 0 0
Provider
Non-Affili
° . ated 1,544 576 1,176 1,315 94 29 1,243 1,315
Provider
Total 1,544 2,018 1,176 1,363 94 99 1,243 1,315

Table 6b below shows the reimbursed amount for services directed by owned-affiliated, other-affiliated
and non-affiliated CMs. For Affiliated MCOs, when owned-affiliated CMs directed vocational rehabilitation
services, 74 percent of ‘other’ services ($3,627,897/54,926,490) were reimbursed to affiliated providers
and 100 percent of facility-based services were reimbursed to non-affiliated providers. When non-
affiliated CMs directed services for an Affiliated MCO, 97 percent of ‘other’ services
($3,453,300/$3,550,312) were reimbursed to non-affiliated providers and 100 percent of facility-based
services were reimbursed to non-affiliated providers. For the Unaffiliated MCOs’ with services directed by
other-affiliated CMs, 74 percent of ‘other’ services (5211,091/$285,258) were reimbursed to affiliated
providers and 100 percent of facility-based services were reimbursed to non-affiliated providers. When
the services are directed by non-affiliated CMs, 100 percent of services were reimbursed to non-affiliated
providers.

‘other service’ category from an owned-affiliated provider and another service in the ‘other service’ category from a non-affiliated
provider, that referral would then be counted in both affiliated and non-affiliated providers.

8 For Unaffiliated MCOs, 7 percent of all referrals were made to other-affiliated providers as noted in Table 3a. Likewise, Table 6a
showed that when an owned-affiliated CM directed services 1,442 of 2,018 or 71 percent of referrals for ‘other’ services were
provided by affiliated providers. When considering the Unaffiliated MCOs in Tables 6a, both factors were considered as likely to
occur and reflected in the tables.

° For Unaffiliated MCOs, 7 percent of all referrals were made to other-affiliated providers as noted in Table 3a. Likewise, Table 6b
showed that when an owned-affiliated CM directed services 74 percent of referrals for ‘other’ services were reimbursed to
affiliated providers. When considering the Unaffiliated MCOs in Tables 6b and 6¢, both factors were considered as likely to occur
and reflected in the tables.
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Table 6b : Reimbursed Amount by Affiliated and Non-Affiliated Providers

Affiliated MCOs

Unaffiliated MCOs

Owned-Affiliated Case

Non-Affiliated Case

Other-Affiliated

Non-Affiliated Case

Managers Managers Managers
Facility- Facility- Facility- Facility-
acl |ty Other acl Ity Other acl Ity Other acl |ty Other
Based . Based . Based . Based .
. Services . Services . Services . Services
Services Services Services Services
Affiliated Provider S0 $3,627,897 ) $97,012 ) $211,091 S0 S0
g‘r‘;r:l'ig‘:;“ate‘j $6,035,146 | $1,298593 | $4,271,406 | $3,453,300 | $356,288 $74,167 $4,733,539 | $3,789,857
Total $6,035,146 $4,926,490 $4,271,406 | $3,550,312 $356,288 $285,258 $4,733,539 | $3,789,857

Table 6¢ below shows the average cost per referral for services directed by owned-affiliated, other-
affiliated and non-affiliated CMs. For Affiliated MCOs, when owned-affiliated CMs directed vocational
rehabilitation services, the average cost per referral of ‘other’ services was $2,516 for affiliated providers
which is higher than the average cost of $2,255 for non-affiliated providers. When non-affiliated CMs
directed services for an Affiliated MCO, the cost per referral of ‘other’ services was $2,021 for affiliated
providers which is significantly lower than the $2,626 average cost for non-affiliated providers.

For the Unaffiliated MCOs with services directed by other-affiliated CMs, the average cost per referral for
‘other’ services was $3,016 for affiliated providers which is significantly higher than the $2,557 average
cost for non-affiliated providers. For non-affiliated CMs, the average cost for ‘other’ services was $2,882
for non-affiliated providers.

Table 6¢ : Average Cost per Referral by Affiliated and Non-Affiliated Providers

Affiliated MCOs Unaffiliated MCOs
Owned-Affiliated Case Non-Affiliated Case Other-Affiliated Non-Affiliated Case
Managers Managers Managers
Facility- Other Facility- Other Facility- Other Facility- Other
Based | Based . Based . Based .
. Services . Services . Services . Services
Services Services Services Services
Affiliated Provider $0 $2,516 $0 $2,021 $0 $3,016 $0 $0
Non-Affiliated $3,909 $2,255 $3,632 $2,626 $3,790 $2,557 $3,308 $2,882
Provider
Outcomes

Data in Table 7 reflects the case closure outcomes for each referral that went into a vocational
rehabilitation plan or had an NE16 closure. Case closure outcomes are categorized into three possible
outcomes: With RTW (case closed and person returned to work), Without RTW (case closed and person
did not return to work), and NE16 (case close and person returned to work without a plan being
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implemented). NE16 outcomes, for the purpose of this study, are reported separately from the “With
RTW” because an NE16 closure may or may not be the result of vocational rehabilitation intervention.

In the Affiliated MCO group, the affiliated case manager’s total referral is 2,997, and the non-affiliated
case manager’s total is 1,999. Table 7 illustrates that referrals managed by Affiliated MCOs’ affiliated case
managers are 3 percentage points higher RTW than those managed by Affiliated MCOs’ non-affiliated case
managers. Also, the Affiliated MCOs’ total RTW percent equals the Unaffiliated MCOs’ percent at 38

percent.

Table 7: RTW Outcome

Affiliated MCOs
Affiliated Case | Non-Affiliated | 1% | Unaffiliated MCOs
RTW Manager Case Manager GULEEE:

Outcome MCOs

Referral % Referral % % Referral %

Volume Volume Volume
With
RTW 1,181 39% 713 36% 38% 813 38%
Without
RTW 1,575 53% 1,174 59% 55% 1,250 58%
NE16 241 8% 112 6% 7% 97 4%
Total 2,997 | 100% | 1,999 100% 100% 2,160 100%

With RTW = Job Retention - most recent or modified job; Plan Complete - SISE, DIJSE, SIDE, SIDE, and Self-Employed;
and Plan Interrupt SISE, DJSE, SIDE, SIDE, and Self-Employed.

Without RTW = all other closure codes not including those above (Not Feasible, Not Eligible, Not Interested Not
Working and Medical Hold)

NE16 = RTW prior to plan implementation. This closure may or may not be a result of intervention.

Data in Table 8 depicts the BWC RTW hierarchy outcomes. The four levels of hierarchy are listed by BWC's
RTW priority. For instance, if the first outcome level, same job/same employer (SJSE), is not achieved, the

next RTW level, different job/same employer (DJSE), is considered until all have been exhausted. The first

outcome level may not always be available or conducive to the injured worker’s safe and timely RTW. The
“All Other RTW” represents those with successful RTW outcome in job retention and self-employment.

All groups demonstrated, as shown in Table 8, a majority of RTW in the different job/different employer
(DJDE) level followed by same job/same employer (SJSE). Affiliated MCOs’ affiliated case managers have
the greatest same job/same employer (SISE) RTW at 28 percent as compared to the other groups. Overall,
there were no significant differences among each of the group outcomes.
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Table 8: RTW Hierarchy

Affiliated MCOs
Affiliated Case Manager Non-Affiliated Case Total Affiliated Unaffiliated MCOs
RTW Hierarchy & Manager MCOs
Referral % Referral % % Referral %
Volume Volume Volume
SISE 327 28% 172 24% 26% 198 24%
DJSE 45 4% 38 5% 4% 49 6%
SIDE 111 9% 54 8% 9% 50 6%
DJDE 640 54% 411 58% 55% 450 55%
All Other RTW* 58 5% 38 5% 5% 66 8%
Total 1,181 100% 713 100% 100% 813 100%

* The "All other RTW" are Job Retention, and Self-Employed.

Conclusions and Implications

Affiliated MCOs handled 70 percent of the cases entering into the vocational rehabilitation program. MCO
affiliated CM service providers received about 47 percent of the total cases as compared to 53 percent
received by non-affiliated CM service providers. On its face, a referral rate of 53 percent in comparison to
a 47 percent rate is relatively “even”. However, when considering the number of CM providers by the
company or individual that received reimbursement in 2008 and 2009, the disparity in referrals is
apparent. Just 9 MCO affiliated CM provider companies received 47 percent of the total referral volume,
while 122 non-affiliated provider companies or individuals received the remaining 53 percent.

As we stated in our 12-15-09 initial report, we could not end our case referral analysis at the above macro
level of case assignment. We had to further evaluate current case dispersal at the individual CM level. We
see that when evaluating case dispersal for individual case managers, for both MCO affiliated CM service
providers and non-affiliated CM service providers, the average number of referrals for all case managers is
the same at 22 cases per case manager. While there is a disproportionate referral dispersal between MCO
affiliated and non-affiliated providers at the company level, individual CM case levels in both groups are
the same.

Does provider cost-effectiveness support the referral disparity at the company level? The cost analysis
indicated that Affiliated MCOs’ aggregated average costs are lower than Unaffiliated MCOs. However, as
is essential, when looking at the average cost at a more granular level, by different service categories, the
data indicates that each category of service provider had a lower average cost in at least one category of
service. This indicates that the system could improve by more optimal utilization of the right service
provider for the right category of service.

At the macro level, do outcomes shed light on the heavier referral numbers to MCO affiliated provider
companies? Outcome analysis demonstrates that there is no material difference in outcomes regardless
of referral selection. This is the case even though affiliated service providers’ RTW performance at 3
percentage points above the the non-affiliated service providers’ performance for Affiliated MCOs is
marginally better. In the aggregate, the return to work outcome for Affiliated MCOs and Unaffiliated
MCOs is identical at 38 percent. Moreover, the hierarchy for return to work is similar across all groups.
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The disproportionate referral numbers at the macro level raise questions both in regard to how these case
dispersals have developed, as well as what impact it has on the system today. The data spread suggest
that the current referral methodology has led to an imbalance in the size or capacity of one provider
company over another. Does the discrepancy impact the current market in terms of new company
creation or a provider company’s ability to thrive or grow, thus, negagitvely impacting the critical need for
access to quality care? Is it dependent on MCO affiliation? |s there a negative impact on service pricing
pressure?

While we see the mitigating fact of an apparent even dispersal in CM case load, we do not believe that
fact adequately offsets the current imbalance in case referral totals, especially in light of an absence in
outcome differentials. The issue is not the even dispersal of cases, but whether the current protocols for
case referral facilitate the selection of the most effective and efficient service provider. The data anlaysis
suggest there are other driving forces in the selection of the service provider. To this point, we see an
unfiliated MCO is much more likely to refer a case to a non-affiliated CM provider versus an other-
affiliated CM provider, i.e. one affiliated with a competitor MCO. The data shows that 93 percent of all
the Unaffiliated MCO referrals were made to non-affiliated CM providers and just 7 percent were made to
other-affiliated CM providers. The pattern is even more apparent when evaluating the referrals from the
CM provider to providers of ‘other’ services. The data showed that affiliated CMs referred to an affiliated
provider for ‘other’ services 71% of the time. The behavior of non-affiliated CMs is just the opposite in
that 96% of referrals for ‘other’ services were made to non-affiliated providers. This referral bias may be
undermining system effectiveness as referral decisions may be generated, not as a result of provider
outcome or effectiveness, but rather simply due to MCO affiliation.

Next Steps and Recommendations

The data indicates that the system can be improved. Further analysis of case mix and complexity is
necessary to determine how those factors may be influencing outcomes, costs and case referrals. If a
different case assignment methodology or process is used, further improvement in outcomes and cost
efficiency may be realized as a result of a more appropriate selection of service providers.

BWC continues in its effort to gain better insight into improvement opportunities. As such, we will
continue moving forward with our evaluation of the efficacy and feasibility of transferring eligibility and
feasibility determination and/or vocational rehabilitation case manager case referral responsibilities to
BWC DMCs.'® Another initiative underway is the development of the provider report card on performance
and outcomes. As we continue these developments, we will require MCOs to notify injured workers
regarding the relationship between the MCO and the vocational rehabilitation providers. We will also
continue to enhance our infrastructure to capture additional data elements such as referral source as well
as case complexity data to better support meaningful referral, cost and outcomes analysis. The
implementation of these improvements will take BWC’s vocational rehabilitation program to a next level
of excellence.

' This is also consistent with BWC medical service’s efficiency analysis on vocational rehabilitation redesign, BWC
Internal Audit dated October 2007, and the Deloitte recommendations (Deloitte Report 2.6).
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Appendix 1

Study Limitations

This study’s results have several limitations. First, we are unable to evaluate the source of the vocational
rehabilitation referral. Therefore, we do not know who initiated the referral — the MCO, BWC, Attorney of
Record (AOR), or Physician of Record (POR). The AOR and POR sometimes influence the selection of
certain case managers to manage the referrals. These case managers may or may not be affiliated with
the MCO managing the claim.

Second, BWC uses data stored in the data warehouse. Reconciling the financials from BWC’s medical
billings has been a challenge because billings are not itemized in our system by vocational rehabilitation
cases. That is, we can either account for all vocational rehabilitation cases and referrals but not all
vocational rehabilitation expenditures or we can account for all vocational rehabilitation
expenditures/dollars but not for all vocational rehabilitation cases.

BW(C recognizes that more research and possibly additional data elements are needed to enhance our
understanding of all the possible variables and factors that contribute to the RTW outcome which were
not considered in this study primarily due to data limitations. These include case severity or complexity,
age of case at time of referral, injured worker education, injured worker gender, occupation at time of
injury, environmental factors, and psychosocial issues. Our challenge is to ensure the claims that are
eligible for vocational rehabilitation receive appropriate and timely access to care without compromising
quality of care or RTW outcomes.
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Appendix 2
Definitions

Vocational Rehabilitation plan:

A vocational rehabilitation plan is an individualized, written outline of the injured worker’s return to work
goals and barriers to employment. It details the services required, estimated costs, estimated length of
time needed, and the strategies to assist the injured worker’s return to work. This plan must be
authorized by the MCO and approved by the injured worker.

Disability Management Coordinator (DMC):
A member of the BWC Customer Care Team who provides oversight on all vocational rehab plans and
return to work matters. The DMCs are qualified rehabilitation professionals.

Labor-Management-Government Council (LMG):

This council is established by statute and rule and advises the bureau on the quality and effectiveness of
vocational rehabilitation services and makes recommendations pertaining to BWC's rehabilitation
program.

Case Closure Date:
The date following the injured worker’s last day of vocational rehab plan service. If the injured worker did
not enter a plan, the closure date is the day BWC is in agreement with closure.

Servicing Provider or Servicing Case Manager:
This is the individual professional providing the vocational rehabilitation service.

Pay-to Provider or Pay-to Case Manager:
This is the provider that receives payment for the vocational rehabilitation service.

Vocational Rehabilitation Case Manager (CM):
Vocational rehabilitation case managers develop and coordinate a variety of restorative services with the
objective of returning the injured worker to work or bringing about case resolution.

Hierarchy of Return to Work:
The return-to-work hierarchy is outlined in OAC 4123-18-02 which states that the goals of vocational
rehabilitation are to return the injured worker to:

1. Same job, same employer: The first goal is to return the injured worker to the original
employer in the original job. (Original employer and same employer refer to the employer
of record or EOR. The EOR is the employer with whom the injured worker was employed
at the time of the injury.)

2. Different job, same employer: To encourage the employer to modify the original job or to
provide employment in a different job at that employer.

3. Same job, different employer: To assist the injured worker in finding employment with a
different employer in a related industry.

4. Different job, different employer: To assist the injured worker in finding a job in another
industry.
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Lost Time Claim:
A lost time claim is one allowed by a BWC or Industrial Commission order, in which the injured worker is
off work for 8 or more days due to the allowed conditions in the claim.

Affiliated MCO:
An Affiliated MCO, for purposes of this study, is defined as one that has a financial interest in a vocational
rehabilitation provider company.

Unaffiliated MCO:
An Unaffiliated MCO, for purposes of this study, is one that does not have a financial interest in any
vocational rehabilitation provider company.

Owned-Affiliated Provider:
An owned-affiliated provider, for purposes of this study, is a vocational rehabilitation service company for
which an Affiliated MCO has a financial interest.

Other —Affiliated Provider:
For the purposes of this study, an other-affiliated provider is when a referral is made by an MCO to

another MCO'’s affiliated provider.

Non-Affiliated Provider:
The non-affiliated provider is a vocational rehabilitation services company for which no MCO has a
financial interest.

CPT Codes:

CPT (Current Procedural Terminology) those codes assigned to every service a medical practitioner may
provide to a patient including medical, surgical and diagnostic services. They are then used by insurers to
determine the amount of reimbursement that a practitioner will receive by an insurer.
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Appendix 3

Case Management Services

The following services were included as Case Management Services.

W3000 — W3040 Vocational Rehabilitation Case Management -- Return to Work (RTW)
Vocational Rehabilitation Case Managers (VRCM) develop, coordinate and document the results of a
variety of restorative services with the goal of assisting the injured worker to remain at work or to return

to work.

W3000

w3001

W3002

w3003

w3004

W3005

W3006

w3010

w3011

w3012

w3013

w3014

w3015

W3016

W3020

RTW Service -- Vocational Rehabilitation Case Manager phone call or email to the
injured worker or injured worker’s representative.

Vocational Rehabilitation Case Manager phone call or email to a physician or
physician’s representative.

Vocational Rehabilitation Case Manager phone call or email to employer or
employer’s representative.

Vocational Rehabilitation Case Manager phone call or email to BWC
Vocational Rehabilitation Case Manager phone call or email to the MCO.
Vocational Rehabilitation Case Manager phone call or email to a service provider.

Vocational Rehabilitation Case Manager phone call or email to other.

Vocational Rehabilitation Case Manager face to face meeting with the injured
worker or injured worker’s representative.

Vocational Rehabilitation Case Manager face to face meeting with the physician or
physician’s representative.

Vocational Rehabilitation Case Manager face to face meeting with the employer or
the employer’s representative.

Vocational Rehabilitation Case Manager face to face meeting with BWC.

Vocational Rehabilitation Case Manager face to face meeting with the MCO.
Vocational Rehabilitation Case Manager face to face meeting with a service provider.
Vocational Rehabilitation Case Manager face to face meeting with other.

Documentation review by the Vocational Rehabilitation Case Manager.
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W3025 |Initial assessment report writing by the Vocational Rehabilitation Case Manager.
W3030 Plan writing by the Vocational Rehabilitation Case Manager.
W3035  Report writing by the Vocational Rehabilitation Case Manager.

W3036  Letter writing by the Vocational Rehabilitation Case Manager

Transferable skills analysis report writing by the Vocational Rehabilitation Case

W3040 Manager.

W3045 Vocational Rehabilitation Case Manager Travel Time

Vocational Rehabilitation Case Manager Travel Time is the actual time spent traveling to or from necessary
vocational rehabilitation appointments by the Vocational Rehabilitation Case Manager (VRCM) to meet
with the injured worker, employer, physician of record, or other vocational rehabilitation provider. In
most cases, the Vocational Rehabilitation Case Manager may be reimbursed in 6 minute units of service
up to 10 units of service one way for a necessary trip. If multiple appointments related to an injured
worker's rehabilitation case occur on the same day within the same area, additional appropriate travel
time and mileage may be charged.

W3046 Vocational Rehabilitation Case Manager Wait Time

Vocational Rehabilitation Case Manager Wait Time is the actual time spent waiting by the Vocational
Rehabilitation Case Manager for injured worker, employer, physician of record, or other vocational
rehabilitation provider. Wait time begins at the scheduled appointment time and may be billed for a
maximum of 5 units per occurrence (30 minutes), including “no shows”.

W0347 Vocational Rehabilitation Case Manager Mileage

Reimbursement for actual miles traveled by the Vocational Rehabilitation Case Manager (VRCM) to meet
with the injured worker, the employer, the physician of record, and other vocational rehabilitation
providers. Mileage is reimbursed up to 65 miles one way.

20700 Relocation Expenses
This service provides financial assistance to injured workers who have obtained employment and must
relocate because the job location is beyond the reasonable expectation of daily commuting.

Facility-Based Services
The following services were included as facility-based services.

W0620 Work Adjustment —-Employer Based

Employer Based Work Adjustment is a specialized structured program that uses an employer’s work site to
improve an individual’s work abilities, skills and behaviors. The injured worker is placed in real work
situations, their overall performance is assessed and specific measurable goals are developed to improve
their performance to facilitate successful return to work. Work Adjustment services focus on both the
specific job skills and the soft skills associated with employment, such as stamina, grooming and hygiene,
attendance, punctuality, social skills, team work, problem solving, customer service, and productivity.
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WO0635 Situational Work Assessment
A simulated tryout of the job (or job family) which evaluates an injured worker's ability to perform the
specific job tasks through vocational skills assessments.

W0638 Body Mechanics Education

A Body Mechanics Education program instructs the injured worker on topics such as spinal anatomy, the
use of proper body mechanics, pacing techniques, injury prevention, ways to manage pain and how
lifestyles contribute to pain.

W0647 Automobile Repairs

This service provides payment for necessary repairs to an injured worker’s vehicle incurred during
participation in vocational rehabilitation and made for the sole purpose of allowing participation in a
rehabilitation program. Total cost of the repairs cannot exceed the trade in value of the vehicle as
reported in nationally recognized data, i.e. “Kelley Bluebook value” at www.kbb.com. Estimates on repairs
must also include a statement from the mechanic regarding the overall condition of the car.

W0648 Physical Reconditioning Unsupervised

This service provides short term membership at a health club, YMCA/YWCA, spa, or nautilus facility when
requested by a physician of record to allow the injured worker to independently continue or maintain
physical reconditioning necessary for return to work. This code may only be used in an approved
vocational rehabilitation or Remain at Work (RAW) program.

W0662 Work Adjustment — Facility Based

Facility Based Work Adjustment is a specialized structured program that uses a facility site to improve an
individual’s work abilities, skills and behaviors. The injured worker is placed in training or work situations
within the facility, their overall performance is assessed, and specific measurable goals are developed to
improve their performance to facilitate successful return to work. Work Adjustment services focus on
both the specific job skills and the soft skills associated with employment; such as, stamina, grooming and
hygiene, attendance, punctuality, social skills, team work, problem solving, customer service, and
productivity.

W0663 Job Modifications

A Job Modification is the removal or alteration of physical barriers that may prohibit an injured worker
from performing the essential job functions and prevent the worker from returning to work or maintaining
current employment. It may change the physical demands of the job, thus allowing the worker to perform
their essential job functions without restrictions. Coordination among the employer, injured worker, POR,
and other professionals is required to ensure the suitability of the modification. Job modifications require
prior approval by BWC.

W0665 Tools and Equipment

This service provides tools and/or equipment (i.e. chairs, etc.) necessary for employment to the injured
worker once he or she has obtained a job, or has an approved rehabilitation plan that requires specific
tools and equipment.

WO0674 Child / Dependent Care
This service provides reimbursement to an enrolled child care provider for care for a child or dependent of
an injured worker with the sole purpose of allowing the injured worker to participate in their vocational
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rehabilitation program. The maximum hourly and weekly reimbursements rates shall be equal to the
ODIJFS rates set forth in the appendix to OAC 5101:2-16-41.

W0691 Remedial Training

Remedial training assists injured workers in developing academic skills towards completion of their GED or
remediation classes needed for admission to a training program beyond the high school level, such as
business or trade school. The training must be in the form of organized instruction from an accredited
academic, business, and/or trade school. In some situations, the instruction may be provided through
“distance education”, also called e-learning or on-line learning, in which the student communicates with
the instructor via the internet.

W0692 Short Term Training

Short Term Training includes both training and skill enhancement from an accredited academic, business,
or trade school that assists injured workers in developing new occupational skills. Short term training is up
to one year in duration.

W0694 Long Term Training

Training and skill enhancement that assists injured workers in developing new occupational skills through
receipt of organized instruction from an accredited academic, business, and/or trade school from one to
two years duration. Long Term Training requires prior approval from BWC.

WO0695 Retraining Exercise Equipment

This service allows for the purchase of retraining exercise equipment for the injured worker for the sole
purpose of maintaining the injured worker’s physical conditioning for rehabilitation plan participation
when access to an exercise facility is not available. The physician of record must recommend the
equipment. Services are provided on an individual basis as determined by need.

WO0702 Occupational Rehabilitation -- Comprehensive- Initial 2 Hour Session

Occupational Rehabilitation — Comprehensive is a multi-disciplinary individualized, progressive therapy
program with measurable outcomes. It is focused on assisting the injured worker to return to work
through progressive physical conditioning and work simulation. In addition to therapy, Occupational
Rehabilitation — Comprehensive assesses the injured worker across a combination of disciplines and
provides intervention to meet the needs of the injured worker to achieve a goal of returning to work.
Recommendations for reasonable accommodations or adaptations to the work environment while
minimizing the risk of re-injury are made as part of this service. This code specifically addresses the initial
2 hours of any session of occupational rehabilitation. To be eligible for reimbursement for this code, the
provider must have valid CARF accreditation for Occupational Rehabilitation — Comprehensive services.

WO0703 Occupational Rehabilitation — Additional Hours

Occupational Rehabilitation--Comprehensive is a multi-disciplinary individualized, progressive therapy
program with measurable outcomes. It is focused on assisting the injured worker to return to work
through progressive physical conditioning and work simulation. In addition to therapy, Occupational
Rehabilitation — Comprehensive assesses the injured worker across a combination of disciplines and
provides intervention to meet the needs of the injured worker to achieve a goal of returning to work.
Recommendations for reasonable accommodations or adaptations to the work environment while
minimizing the risk of re-injury are made as part of this service. This code specifically addresses the hours
following the initial 2 hour session of occupational rehabilitation. To be eligible for reimbursement for this
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code, the provider must have valid CARF accreditation for Occupational Rehabilitation — Comprehensive
services.

W0710 Work Conditioning

Work Conditioning programs consist of a progression of treatments using physical conditioning and job
simulation/real work tasks to help the injured worker regain optimal function and return to work. The
program goals should address improvements in cardiopulmonary, neuromuscular, and musculoskeletal
functions, education, and symptom relief. When appropriate, the program addresses reasonable
accommodations for the worker and adaptations to the work environment.

Other Services
The following services were included as ‘other’ services.

W0610 Comprehensive Vocational Evaluation

This is a process during which a certified vocational evaluator gathers vocational information about an
injured worker, usually through the use of real or simulated work, to assist in determining vocational
direction. The vocational evaluator uses extensive client interview and vocational exploration as well as
psychometric testing, which may include aptitude, dexterity, academic, and vocational interest testing.
The overall result is a report that provides recommendations about the injured worker’s options for
returning to work, within a vocational rehabilitation program. The report is based on integrating the
injured worker’s residual transferable vocational skills with their current physical capacities, and realistic
return to work options which exist in the current labor market.

W0631 Vocational Screening

The vocational evaluator uses simple paper and pencil tests and transferable skills analysis to make
recommendations about the vocational goal of the injured worker. The evaluator relies primarily on the
vocational interview, physician reports of the injured worker’s physical capacities, and the injured
worker’s self-reports of interests and job history.

W0637 Transitional Work

Transitional work services are provided at the work site by an occupational or physical therapist. The
services primarily focus on using the injured worker’s functional work tasks to progress the worker to a
target job. Progressive conditioning, therapeutic exercises, training in safe work practices such as proper
body mechanics and other work site services may be used as part of the therapeutic program developed
for that injured worker. Transitional Work services are separate and distinct from on-site Occupational or
Physical Therapy services provided to injured workers at the work site.

W0641 Job Club

Job clubs are highly structured group meetings composed of job seekers and a facilitator. Participants
cultivate skills through actively conducting their job search with training and guidance from the job club
facilitator. This program aids a group of injured workers in obtaining job leads and supports their job
search performance.

W0644 Ergonomic Study

An ergonomic study is an analysis of how the worker responds when performing the job in relation to the
work environment. It examines the "fit" between the worker and the job requirements. An ergonomic
study takes into account the worker's size, strength and ability to handle the tasks, tools and work
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environment. It is generally used to evaluate the risks of the job and to recommend job modifications.
Services are provided on an individual basis as determined by need.

W0645 Job Analysis

A job analysis is a process for examining a job and collecting measurements while the job is being
performed. It explains what the worker does, how the worker performs the work and what the outcomes
of the work are. It identifies the essential functions of the job and describes the physical demands of the
required tasks, working conditions, and the knowledge, skill and experience required to safely perform the
job. A job analysis includes information about the tools and equipment used in performing the job.

W0650 Job Seeking Skills Training (JSST)

JSST is a specialized individualized or group program focused on job goals; the job application process; and
developing the skills necessary to obtain employment, such as interviewing, effective employer contacts
with follow up, and resume development. The injured worker should learn how to network, find job leads
and use forms for recording job contacts. The injured worker’s presentation must be reviewed with tips
on how to improve where necessary. The injured worker should learn how to address difficult interview
guestions, including questions about their disability and workers’ compensation. The provider and injured
worker must develop a list of prospective employers, and the provider must explain the different ways
that successful contacts can be made. These would include face to face, phone, fax, US mail or internet
contacts. At the end of JSST, the provider must be able to provide concrete support with documentation
addressing the information and content provided during the JSST program, the injured worker’s strengths
and areas of additional need, and whether the injured worker is ready for job search.

W0660 Job Placement and Development

Job Placement and Development is a vocational service that assists an injured worker in returning to work
by matching the injured worker’s vocational skills and restrictions with jobs that may be available,
modified, or created for the injured worker. Job Placement and Development Specialists use their
knowledge and contacts from the local labor market to facilitate return to work by providing leads to the
injured worker and making contacts with potential employers on behalf of the injured worker. The Job
Placement and Development Specialist must also set job search procedures and goals, closely follow the
injured worker’s progress, and correct/redirect the performance of activities through frequent,
documented face-to-face meetings with the injured worker.

Specifically, job placement services match an injured worker to an existing position in the community.
This job may or may not require modifications to suit the individual injured worker’s needs; however, the
position is not new. In contrast, job development requires that a position be created. The job developer
negotiates with a potential employer to create a position for the individual injured worker that formerly
did not exist.

W0672 Job Coach

A job coach is a vocational specialist who provides on-site guidance, training, and assistance to the injured
worker, focusing on job performance in the actual work situation. This behaviorally based program
concentrates on teaching specific skills to assist in completing the job’s required tasks and maintaining
appropriate work behaviors

WO03050 Other Provider Travel Time
Other Provider Travel Time is the actual time spent traveling to or from necessary vocational rehabilitation
appointments to meet with the injured worker or employer by a provider of the following services: job
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coaching, job placement and development, job seeking skills training, vocational screening, vocational
evaluation, ergonomic study, ergonomic implementation, job analysis, and transitional work. Provider
travel time is reimbursed in 6 minute units of service up to 10 units of service one way.

If multiple appointments related to multiple injured workers occur on the same day within the same area,
travel time should be prorated to the various claims.

W3051 Other Provider Wait Time

Other Provider Wait Time is the actual time spent waiting for the injured worker by the job club facilitator,
job coach, job placement and development specialist, job seeking skills specialist, vocational screening
provider or the vocational evaluator. Wait time begins at the scheduled appointment time and may be
billed for a maximum of 5 units per occurrence (30 minutes), including “no shows”.

W3052 Other Provider Mileage

Reimbursement for actual miles traveled to attend necessary meetings with the injured worker or
employer by a provider of the following services: job coaching, job placement and development, job
seeking skills training, vocational screening, vocational evaluation, ergonomic study, ergonomic
implementation, job analysis, and transitional work. Mileage is reimbursed up to 65 miles one way.
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12 - Month Medical Services & Safety Calendar

Date April 2010 Notes
4/29/10 1. Pharmacy overview
2. MCO-Voc Rehab referral report
3. Change OPPS effective date (possible waiving of 2" read)
4. Group Experience and Group Retrospective Safety Program Requirements -
Rule 4123-17-68 (1° read)
5. Scheduled Loss Rule 4123-3-37 (2™ read)
Date May 2010
5/27/10 1. Medical & Service Provider Fee Schedule (1st read)
2. Follow-up report on MCO Public Forums
3. Change OPPS effective date (2" read if necessary)
4. Customer Services Report
5. Fifteen thousand dollar medical only program, Rule 4123-17-59 (1** read)
Date June 2010
6/17/10 1. Medical & Service Provider Fee Schedule (2nd read)
2. Fifteen thousand dollar medical only program, Rule 4123-17-59 (2nd read)
3. Group Experience and Group Retrospective Safety Program Requirements -
Rule 4123-17-68 (2nd read)
4. Medical Services Report
Date July 2010
7/28/10 1. Customer Services Report
Date August 2010
8/26/10
1. Medical Services Report
Date September 2010
9/23/10 1. Inpatient Hospital Fee Schedule (1st read)
2. Vocational Rehab fee schedule (1 read)
3. Customer Services Report
Date October 2010
10/21/10 1. Outpatient Hospital Fee Schedule (1st read)
2. Inpatient Hospital Fee Schedule (2nd read)
3. Vocational Rehab fee schedule (2nd read)
4. Medical Services Report
November 2010
11/18/10 1. Outpatient Hospital Fee Schedule (2nd read)
2. Ambulatory Surgical Center Fee Schedule Rule (1st read)
3. Customer Services Report
December 2010
1. Update Medical and Service Provider Fee Schedule to conform with new
12/15/10 Medicare rates (possible waive 2™ read)
2. Ambulatory Surgical Center Fee Schedule (2nd read)
3. Medical Services Report




12 - Month Medical Services & Safety Calendar

2011 NOTES
Date January 2011
TBD 1. Customer Services Report
Date February 2011
TBD 1. Medical Services Report
Date March 2011
TBD 1. Customer Services Report




Interested party feedback on the group experience and group retrospective safety program requirements (4123-17-68)

Line Rule #

Draft Rule Suggestions

Stakeholder Rationale/Suggestions

Stakeholders providing input

BW(C Response

Resolution

The Ohio Restaurant Association,
COSE, The Ohio Chamber of

Because BWC is only
asking for sponsors to list
the most common type of
injury sustained by all
members within a
particular group (as
defined by counts of an

"This analysis shall include identification of Commerce, The Toledo Chamber of |ICD-9 code), we believe a |BWC did not
the most common injuries among group Commerce, Spooner, CCl, V&A Risk, |group sponsor can modify the
members and strategies aimed at increasing The Ohio Farm Bureau, identify and provide this |language in the
1(4123-17-68 (C) awareness and prevention of those injuries." [BWC should provide the data. CompManagement. information. rule.
BW(C should allow sponsoring associations BWC modified the
and TPAs to sponsor Webinars and online rule to specifically
training, which will reduce logistical burdens include Webinars
"Training shall be hosted by the sponsor or |on employers and likely increase and online
2(4123-17-68 (C)(1) sponsor's third-party administrator" participation. All. BWC agrees. training.
Sponsors were concerned that the 50 BWC clarified to explain
percent goal would be a factor that could the 50 percent goal is
"The sponsor must document the number of |result in decertification. They suggested that only a goal and would not |[BWC did not
employers in attendance at safety training  |using the goal as a criteria for certification be used as a factor in modify the
with a goal of at least fifty percent would only work if BWC required all group sponsor certification at  |language in the
3|4123-17-68 (C)(1) membership attendance." employers to attend. All. this time. rule.

Prepared by: Michelle Francisco

4/28/2010
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Interested party feedback on the group experience and group retrospective safety program requirements (4123-17-68)

H

4123-17-68 (C)(2)

"If an employer that participates in group
rating...sustains a claim, the employer shall
attend two hours of safety training annually.
...The sponsor will notify members of this
requirement and maintain recordkeeping to
track completion of this requirement. The
sponsor will submit to the bureau a list of
members who fail to comply...and the
employer will not be eligible to participate in
group experience or group retrospective
rating in the next rating year."

While some interested parties believed that
employers who did not comply with this
proposed requirement should be ineligible
for group rating, others believed that there
should be no penalty or a lesser penalty
involved. Still other organizations expressed
concern that BWC refine this requirement to
target employers who have a "sizeable" or
lost-time claim.

Training should not be required: The
Ohio Manufacturing Association.
Concern about eligibility for group:
The Ohio Restaurant Association, The
Ohio Chamber of Commerce, The
Toledo Chamber of Commerce,
Spooner, CCl, V&A Risk, The Ohio
Farm Bureau, CompManagement.

At this time, BWC believes
the proposed change
gives sufficient motivation
to affected employers to
attend training and
comply with the new rule.

BWC did not
modify the
language in the
rule.

"The sponsor will submit to the bureau a list
of members who fail to comply...and the
employer will not be eligible to participate in
group experience or group retrospective

Sponsoring associations believe BWC should
provide them a list of their employers who
are affected by this proposed rule change
and chose to attend a BWC-sponsored
training such as a Safety and Hygiene class or

The Ohio Restaurant Association,
COSE, The Ohio Chamber of
Commerce, The Toledo Chamber of
Commerce, Spooner, CCl, V&A Risk,
The Ohio Farm Bureau,

BWC requires employers
to be responsible for
meeting the two-hour
training requirement to
their sponsoring

BWC did not
modify the
language in the

5(4123-17-68 (C)(2) rating in the next rating year." a Safety Congress seminar. CompManagement. association. rule.
"Primary and affiliated sponsoring
organizations shall pubish in the first quarter
of the rating year, for the knowledge of the
members in their group, a safety BWC agreed to continue |BWC did not
accountability letter outlining the group All interested parties thought this was a good working with these modify the
rating safety requirements and idea but wanted to give feedback on the organizations to refine language in the
6(4123-17-68 (C)(6) responsibilities of all associated parties." appropriateness of roles and responsibilities. |All. the letter. rule.
BWC believes that
sponsoring associations
and TPAs can include such
language in their
"Primary and affiliated sponsoring agreements with group  |[BWC did not
organizations shall communicate, educate, |Sponsoring associations believe they cannot employers and confirm modify the
and require implementation of the bureau's |adequately ensure all group employers will implementation language in the
7(4123-17-68 (D) ten-step business plan to group members." |satisfy this requirement. All. appropriately. rule.

Prepared by: Michelle Francisco

4/28/2010
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Line #

Stakeholder Response to Evaluation of MCO Referral Patterns

The MCO League writes: "Affiliated MCOs' average aggregated cost per referral is lower by $387.36 or 6% than Unaffiliated MCOs". (p.4
in 4-5-10 report) "(There is) no mention of degree of cost differential between affiliated and unaffiliated entities (in the concluding
comments)."

MCO League: "Within the Affiliated MCO group, affiliated case managers' average costs are lower than non-affiliated case managers by
5%" (p.7 in 4-5-10 report) "Main focus is on fact that each category of service provider had a lower cost in at least one service category
(even though total service cost is less for affiliated entities vs. non-affiliated".

MCO League: "Lastly, Affiliated MCOs' affiliated case mangers had the lowest average cost per referral at 8% less than the Unaffiliated
MCOs' non-affiliated case managers." (p.7 in 4-5-10 report)

MCO League indicates the report findings of "Referrals managed by Affiliated MCOs' affiliated case managers have a 3% higher RTW
(rate) than those managed by Affiliated MCOs' non-affiliated case managers '..."This indicates a level of performance that is 9% better
for affiliated case managers..." However, the report conclusion states "outcome analysis demonstrates that there is no material
difference in outcomes regardless of referral selection."

MCO League: "Affiliated MCOs' affiliated case managers have the greatest same job/same employer (SJSE) at 28% compared to 24% for
non-affiliated case managers." This indicates 18% better performance for affiliates vs. non-affiliates. This is BWC's number one RTW
priority yet the report conclusion states: "...the hierarchy for return to work is similar across all groups. While it does appear that
affiliated service providers perform slightly better than the non-affiliated service providers, the difference is marginal."

MCO League: the Concluding comments state "Just 9 MCO affiliated case management provider companies received 47% of the total
referral volume, while 122 non-affiliated provider companies or individuals received the remaining 53%."

This statement misleads the reader inappropriat;y comparing companies to individuals. The 9 affiliated case management companies
represent 151 individual providers. (see p.6 in 4-5-10 report).

MCO League: "Finally, the report conclusion is replete with innuendo bordering on outright but unsupported accusations that MCOs
with affiliated voc rehab providers are harming the system despite solid evidence they achieve better outcomes at lower costs". "There
is no factual support given for these prejudicial propositions, nor does any exist. Furthermore, the recommendation and decision to
move forward with the evaluation of the efficacy and feasibility of transferring the eligibility and feasibility determination to BWC
Disability Management Coordinators is not supported by any evidence in the report."

Ohio Association of Rehabilitation Facilities (OARF) writes: "It has long been OARF’s position that entities that control the referral
processes for Vocational Rehabilitation services should be prohibited from making referrals for these same services to themselves and
to any other entity in which they have a financial interest.
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Stakeholder Response to Evaluation of MCO Referral Patterns

OAREF: Ignoring referral patterns of MCO affiliated vocational rehabilitation entities also serves to perpetuate exclusive dealing by these

9 [entities, and has the effect of restraining provider entry into the BWC Vocational Rehabilitation services market, or undermining the
sustainability of existing provider services.

10 OARF: Exclusive dealing also adversely impacts legally protected injured workers choice because it artificially limits, or attempts to limit,
what otherwise would be a broader field of providers from which to choose.

1 OARF: The existing report does a fair job of explaining the impact of the first tier of referral patterns between MCOs and affiliates, and a
better job of data mining to demonstrate that the problem indeed exists. It just doesn’t go far enough.

12 |OARF: The additions to the report were well received.

13 MCO(1-888-ohiocomp): "The one element that was missing from the report was the employer's influence on referrals." ... "l would
recommend that further study of employers with specific vocational rehabilitation providers be studied as to their effectiveness."

14 An unaffilliated provider of rehabiliation services indicates that "...rehab services should be equally distributed. Unfortunately, these
services have increasingly been directed back to "sister companies" and independent providers are receiving less and less referrals."
Ohio Association for Justice (OAJ) "...(it) would be interesting to examine when return to work occurs, is there a need for future wage

15 [loss or was the return to work in a position that provided comparable wages. The concern being that the injured worker is placed in a
different job but making less, thius necessitating future benefits."

Hospital/Clinic: Keeping referrals "in-house" by MCOs referring to their own "sister companies" has created an unfair advantage for

16 those companies and decreased referrals for vocational rehabilitation services offered at the Cleveland Clinic and other facilites. the

proposed plan to have BWC's disability Managment Coordinators take responsibility for equitably assigning case management referrals
is a step in the right direction.
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NCCI Holdings, Inc.

National Health Care Law:
Implications for Workers Compensation Insurance

NCCI anticipates that the national Health Care Bill—HR 3590—and the modified, as enacted,
Reconciliation Act of 2010—HR 4872—may result in changes to workers compensation
administrative systems and costs. The overall magnitude and direction of the impacts are not
currently measurable, due to the following:

The details of implementation are not currently known, and may take several years to be
enacted

There are potentially offsetting impacts

The ultimate impacts depend on behavioral changes and actions by claimants, attorneys,
healthcare providers, insurers, and regulators

The following outlines some of the potential direct and indirect effects that the recently passed
national Health Care Bill might have for the workers compensation insurance market—as well
as some longer term items that the industry will need to keep an eye on.

Direct Effects
1. Changes to Federal Black Lung Benefit Entitlement Provisions (Section 1556):

Federal Coal Mine Health and Safety Act (FCMHSA)

NCCl is in the process of analyzing the impacts of the resulting expansion of FCMHSA
benefit entitlement provisions and their impact on prospective rate and loss costs. We will
subsequently be looking at the retroactive impacts to the Residual Market Pool Reserves.

The primary considerations under review at this time include:

a. Reinstatement of the 15-year rebuttable presumption of total disability for FCMHSA
benefits

b. Elimination of the requirement for a widower/survivor to prove that the passing of the
coal mine worker was due to the occupational disease in order to receive or continue to
receive benefits

Both of these entitlement provisions will make it easier to get federal black lung benefit
claims filed and approved and will increase the benefits payable. These provisions will also
increase future insurance premium costs (prospective costs) and will give rise to a
significant increase in liabilities for claims from prior periods of time (retroactive costs) for
which premiums did not reflect the new and higher costs required by these changes. NCCI
is analyzing the prospective cost impact by state in consideration of upcoming rate filings.

901 Peninsula Corporate Circle, Boca Raton, FL 33487
Telephone: 561-893-3152



2. Changes to Medicare Reimbursement Levels Under Title Ill: Improving the Quality and

Efficiency of Healthcare

Although the details are not currently known, to the extent that the CMS authorized
reimbursement levels for Medicare are modified, there may be cost impacts for those states
that utilize Medicare as a basis for the reimbursements in their state workers compensation
fee schedules. This may affect both Physician Fee Schedules and Hospital Fee Schedules
(Inpatient, Outpatient, and Ambulatory Surgical Centers).

The magnitude and extent of the impacts on state workers compensation costs will depend

on two factors:

¢ How and when the federal government makes modifications to Medicare
reimbursements

e How states adopt the revised Medicare reimbursement formula for their workers
compensation fee schedules

NCCI will evaluate the impact of these changes to workers compensation state systems
once the implementation details are known.

Provisions Worth Watching

Among the provisions that will bear watching for long-term lasting effect (both intended and un-
intended) are:

Provisions Having Indirect Effects on Workers Compensation Costs:

Increased Healthcare Coverage: Those without health insurance or with non-work-related
preexisting conditions could potentially be accessing workers compensation currently for
medical care. Since the Health Care Bill expands the number of people covered and
requires coverage for preexisting conditions, there may be a decline in workers
compensation funding of treatments for preexisting non-work-related conditions.

Wellness Initiatives: Promotion of wellness programs may reduce the incidence and
duration of workers compensation claims (e.g., decline in obesity).

Protecting Consumer Access to Generic Drugs: Facilitates the early entry of generic
drugs into the marketplace while preserving the incentive for innovation. If certain generic
drugs are made available sooner, some incremental cost savings in workers compensation
could emerge.

New Taxes: New taxes are anticipated to be levied on medical devices, drug
manufacturers, and health insurance companies.

Reduction in Fraud and Abuse: The reform law’s fraud and abuse provisions have a wide
reach, and touch on nearly every aspect of providing healthcare—from provider enroliment,
to payment for services, to unusual ordering/billing practices. Enforcement and penalty
provisions may raise compliance.



Other Areas of Interest

Transaction Standards (Section 10109):

The new law provides that by January 1, 2012, the US Health and Human Services (HHS)
Secretary must solicit input from standard-setting organizations and others interested in regard
to the development of national reporting standards as they relate to healthcare services. The
Secretary is also required to determine whether the reporting of health services provided
through workers compensation should be subject to HHS standards and operating rules. The
goal is to “improve the operation of the healthcare system and reduce administrative costs.”
This section could possibly result in another set of standards for workers compensation medical
data reporting at a time when CMS continues to struggle with the implementation of Section 111
data reporting.

Coordination, Subrogation, and Reimbursement Issues:

The House Health Care Bill originally included language that would require the Commissioner of
Health Insurance to establish standards for the coordination and subrogation of benefits and
reimbursement of payments in cases involving individuals and multiple-plan coverage.
According to some Congressional committee members, workers compensation was to be
among the “plans” that would be subject to these standards. However, that language was
removed in the Reconciliation Act of 2010. Since these are issues that still need to be
addressed, they may be taken up during the rulemaking process.

Medicare as a Secondary Payer:

Although the Bill does not specifically mention it, there is the potential—through the reduction in
fraud and abuse initiatives—that the Administration will more aggressively pursue the recoveries
from workers compensation and other primary insurance payers.
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