Workers’ Compensation Update:
2016 in review and what’s on the horizon?

February 16, 2017
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Content Disclaimer

The information presented is general in nature and is intended to
present an overview of workers’ compensation. The written and
verbal contents of the presentation are not intended to constitute
consulting and/or advice and no client relationship is established
between the presenter and attendees.
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Agenda & Obijectives

. Workers’ Compensation — 2016 Trends
What are the trending cost drivers?
What does this mean for you?
How can you keep your costs down?
. Workers’ Compensation Fraud:
Types of Fraud
Fraud Red Flags
What can you do to deter and prevent fraud?
What’s new on the horizon
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Polling Question

Did you attend our past Workers’ Comp update
webinars?

* Yes
* No
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Polling Question

* In the past year, how many workers’ compensation cases
have you helped manage?

10 or more
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Trends and Updates

First Aid Reporting (OSHA vs. Labor Code) — CA

OSHA/CalOSHA - silica, wood dust PELs

OSHA recordkeeping rules

OSHA 300A — Posting now!
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Now and Future

@

* Drones

* Wearables

* Driverless cars
* 3D Printers

* The Internet of Things (loT) — “predictive analytics”
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WC Net Written Premium
Growth Continued
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WC Average Indemnity Cost per Lost-Time Claim
Private Carriers and State Funds - NCCI States
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WC Average Medical Cost per Lost-Time Claim
Private Carriers and State Funds - NCCI States
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P/C Industry Net Combined Ratios
Private Carriers
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P/C Industry After-Tax Return on Surplus

Private Carriers
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Employer “Best Practices”:

* Written Programs
(return to work, modified duty)

* Communicate, Communicate, Communicate
(new employee pre-injury, post injury, medical
providers, brokers, claims examiners)

* Written Job Descriptions include physical tasks

* |dentify potential modified duty jobs
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Employer “Best Practices”:

* Remove disincentives to return to work:
WC is tax free vs. offering salary continuation

Review pension guidelines — pension plus WC
benefits?

Review short term disability programs — STD plus WC
benefits? >

* Contesting Claims: Fraud detection vs. Abuse
(malingering)
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Polling Question

Which category of business type are you
in?

* Construction

* Transportation and public utilities

* Finance, insurance and real estate

* Wholesale trade & Services (hotels or professional services
such as legal, health and engineering firms)

* Other
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SMALL BUSINESS INDUSTRIES WITH THE COSTLIEST CLAIMS
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Polling Question

What do you think the most common injuries
are?

* Arms, hands and shoulders

* Neck/Back

* Feet, legs and pelvis

<

Heffernan Consulting | 1350 Carlback Ave, Ste. 200 | Walnut Creek, CA 94596 | Ph: 800-234-6787 | www.heffins.com

. @
(&)
40% . 27%

arms, hands feet, legs and
and shoulders? pelvis®
o
20%
neck/back

<

Heffernan Consulting | 1350 Carlback Ave, Ste. 200 | Walnut Creek, CA 94596 | Ph: 800-234-6787 | www.heffins.com




Polling Question

What do you think the most COSTLY injuries are?
* Neck/Back

* Internal Organs

* Multiple Body Parts
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Causes

Workplace

Top 10 Causes and Direct Costs of the Most Disabling U.S. Workplace Injuries’?
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What should your injury rate be?

* BLS Calculator: http://data.bls.gov/iirc/
* Example:

Hotel with 100 full time workers

Year: 2014
Area: Private industry, Californiz
Supersector: Leisure and hospitality
Industry: Hotels (except casino hotels) and motels
Case Type Your i Private industry, California
Total 20.8 7.2
Days Away 5.2 2.2
Job Transfer/ icti 5.2 2.1
DART 10.4 43

“You have just calculated your establishment's nonfatal injury and illness incidence rate(s) per 100 full-time employees for a given year. Four different
incidence rates can be calculated:

Total Rate = Total recordable injury and illness cases
Days Away Rate = Cases involving days away from work

Job Transfer/Restriction Rate = Cases invalving job transfer or restricted work activity only

DART Rate = Total cases involving days away from work, days of restricted work activity, andfor job transfer
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THE BEST
DIEHKINSH

IS A GOOD
OFFENSE.
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What to do?

Conduct regular safety audits to identify and eliminate
hazardous conditions.

Keep the floor clear of any materials that could cause a worker
to trip.

Provide employees with adequate personal protective
equipment.

Properly train all employees and train often; newer employees

are the most vulnerable to an accident, and seasoned
employees can always use a refresher course.

Maintain clear open spaces around equipment and materials
being handled or lifted. Easy access allows workers to get
closer and reduces reaching, bending and twisting.
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Are you ready for a safety
inspection/safety audit?
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Things to prepare and have on
hand:

Written IIPP, Safety Programs and Emergency Action Plans

* Training Documentation

* Hazard Self-Inspection Documentation
* OSHA 300 logs

* Accident Investigation forms completed

* Fleet Maintenance Documentation S
* Driver background checks (CA has the Employer Pull Program)
List of PPE required to perform jobs

Return to Work/Modified Duty policy and procedures
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What to expect:

Interview portion:

Review of IIPP & Safety programs
Review of training documentation

Discussion of operations and any changes to
work processes

Review and discussion of past injuries and
corrective actions
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What to expect:

Tour:

Start from a process standpoint (as in mfg. for example
start at materials receiving and end at shipping)

Point out safety items (employee bulletin board,
posters, first aid kits, PPE worn, Lock Out/Tag Out
cabinets, SDS, etc)

If you are unsure of something, point it out and ask for
assistance

If there were prior recommendations, review how you
corrected past hazards

End with discussion of any new recommendations to
be followed up
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What to expect:

Receiving Recommendations:

Note the due date and method for responding
Acknowledge receipt and understanding

Be sure your broker is in the chain of correspondence so
they can help

Establish what resources are needed to complete
Question right away any that you are unsure of or feel
are irrelevant

Ask for resources/help in completing the
recommendation

RESPOND ON TIME (even if you need more time or
some are partially completed)
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Workers” Compensation Fraud
, Attorney At Law
Laughlin, Falbo, Levy & Moresi LLP
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Polling Question

| can recognize workers’ compensation fraud:

° a. Always, its easy

* b. Sometimes, if | wanted to

* ¢. Hardly ever, it’s confusing to me

* d. What’s the question again?
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Polling Question

Have you ever contacted your workers’ compensation claims office
about suspected fraud?

* a. |have, but nothing came of it

* b. |have and the claim was closed

° ¢. No, because no one ever contacted me

* d. No need, hey we run a clean operation here
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Polling Question

Have any of your employees been arrested for criminal workers’
compensation fraud?

* a. Yes, but he/she got off on a technicality

* b. Yes, and still doing hard time in the big house
* ¢.  Not that I'm aware of
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Workers” Compensation Fraud
Defined

» Knowingly make a false or fraudulent claim
* Knowingly make a material false statement
to obtain or deny workers’ compensation

benefits

» Knowingly aiding or abetting conspiracy to
commit fraud
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Workers’ Compensation Fraud
Penalties

» Misdemeanor or felony
» Potential incarceration
* Monetary fines
» Restitution
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Workers’ Compensation Fraud
Enticing to the Criminal
Element

» No-fault system
No need to prove negligence

* Provides medical treatment for otherwise uninsured
» Provides partial wage replacement during recovery
» Provides cash award for permanent impairment

» Exaggeration or fabrication of injury easy
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Workers’ Compensation Fraud
White Collar Crime

» Doctors and lawyers entice, pay
and conspire
» Create false or exaggerated
claims
» QOver treatment
» Qver prescribing dangerous,
addictive drugs
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Workers’ Compensation Fraud
What is being done?

1991 legislation to combat fraud
 Carriers mandated to report
suspected fraud
» Special Investigation Unit (SIU)
» Assessment fund to investigate
and prosecute fraud
$49 mil fiscal year 2012-2014
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SB 1160, Mendoza.
Workers’ Compensation

Bill passed by Assembly on 8/30 and by Senate on 8/31. Waiting for governor’s
signature. New Labor Code 4615

(a) Any Lien filed by or on behalf of a physician or provider of medical treatment
services under Section 4600 or medical-legal services under Section 4621, and any
accrual of interest related to the lien, shall be automatically stayed upon the filing of
criminal charges against that physician or provider for an offense involving fraud
against the workers compensation system, medical billing fraud, insurance fraud, or
fraud against the Medicare or Medi-Cal programs. The stay shall be in effect from the
time of the filing of the charges until the disposition of the criminal proceedings. The
administrative Dir. may promulgate rules for the implementation of this section.

(b) The administrative director shall promptly post on the divisions Internet Web site, the names
of any physician or provider of medical treatment services whose liens were stayed pursuant to
this section.
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Workers’ Compensation Fraud
Red Flags

* Monday morning injuries

* Employment change
Anticipated termination
Voluntary or involuntary
Assignment to end
Seasonal work
Farm laborers
Holiday workers

e
e Heffernan Consulting | 1350 Carlback Ave, Ste. 200 | Walnut Creek, CA 94596 | Ph: 800-234-6787 | www.heffins.com

20



Workers’ Compensation Fraud
Red Flags

\

Medical providers

Attorneys
Advertisements
Out of area attorney

Same vendors for multiple claimants
with same employer
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Workers’ Compensation Fraud
Red Flags \

Unwitnessed accident

Inconsistent mechanics of injury
Claimant’s statement vs. what medical providers
indicate
Different versions

Repeat offenders
Claimants with multiple litigated claims
Same or prior employers
Apportionment
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Workers’ Compensation Fraud

Red Flags .\

Refusal of treatment or diagnostic study
Desires money therapy, not injection therapy

Late reporting of injury

Claimant difficult to reach
Unavailable by phone
Missed appointments for investigative statement
or medical
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Workers’ Compensation Fraud
Premium Fraud

* Underreporting payroll
* Independent Contractors
» Sub-Contractors
+ Off-the-books

* Misclassification of employees
» Construction workers as clerical
» Work above certain heights
» Work outside including travel

» Experience modification evasion
» Business closes and reopens
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Workers’ Compensation Fraud
Prevention

* Fraud cost employer’s money
* Affects profits
+ Affects wages
+ Affects jobs

* Workers must report suspected fraud
+ Show employees how to anonymously report
fraud
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Workers’ Compensation Fraud
Prevention

+ Teamwork around worker safety

« Employer to create zero tolerance
for fraud

Thoroughly perform background checks of job
applicants

* Report suspected fraud to insurance carrier
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Helpful Links

WWW.CWCIi.Oorg

WWW.Wcirb.com

http://www.dir.ca.gov/dwc/

http://www.insurance.ca.gov/

Check your rate of injury against
similar businesses:

BLS Calculator: http://data.bls.gov/iirc/
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Discussion and Questions
Thank Youl!
Debra Parker, COSS Anisha Basi
Risk and Safety Consultant Attorney At Law
Director of Marketing Laughlin, Falbo, Levy &
Aspen Risk Management Group Moresi LLP — OaKland
PHONE: (510) 285-2249
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