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Alaska Injury Frequency
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The Bad News....

Prepared by the Alaska Department of Labor and Workforce Development




Total Compensation Payments
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Historic Alaska Workers' Compensation Premium Rate Changes
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How do Alaska’s Premium Rates
Compare?

2012 2010 Index Percent of
Ranking | Ranking State Rate study median Effective Date

Alaska 3.01 160% January 1, 2012
Connecticut 2.99 159% January 1, 2012
California 2.92 155% January 1, 2012
lllincis 2.83 151% January 1, 2012
New York 2.82 150% October 1, 2011
Oklahoma 2.77 147% 11/1/11 State Fund, 1/1/12 Private
New Jersey 2.74 146% January 1, 2012
Montana 2.50 133% July 1, 2011
New Hampshire 240 128% January 1, 2012
Maine 2.24 119% January 1, 2012
Pennsylvania 215 114% April 1, 2011
Wisconsin 2.15 114% October 1, 2011
Washington 2.1 112% January 1, 2012
Vermont 2.07 110% April 1, 2011
Louisiana 2.06 110% October 1, 2011

Source: 2012 Oregon Workers’ Compensation Premium Ranking Survey
State of Oregon, Department of Consumer and Business Services

Prepared by the Alaska Department of Labor and Workforce Development




Prepared by the Alaska Department of Labor and Workforce Development




o Calendar Year 2000 - 28" in the nation...
o Calendar Year 2002 - 15t in the nation...
o Calendar Year 2004 - 2" inthen

o Calendar Year 2006 - 1stin thgn

o Calendar Year 2008 -

o Calendar Ye nd jn the nation...
o Calenda 12 - 1stin the nation...

What'’s Driving Premium Costs?
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Cost Drivers

o Medical Costs

¢ Indemnity Costs

o Legal Costs

¢ Reemployment Costs
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Medical Costs

o Fees for Services

o Over Utilization

o Prescription Drug Use
> Use of opioid narcotics
» Physician Dispensing
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Benefit Distribution

B Medical

B Indemnity

= Reemployment
M Legal

m Other

Division of Workers’ Compensation 2012 Annual Report
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Loss Cost Distribution

B Medical Loss Cost
Percent

B Indemnity Loss Cost
Percent

Division of Workers’ Compensation 2012 Annual Report
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Medical Payments
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Medical Benefits Constitute the Majority
of Total Benefit Costs in Alaska

76%

Alaska

Countrywide

M Indemnity M Medical

2012 NCCI State Advisory Forum
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Alaska vs. Countrywide
Average Medical Claim Severity
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Medical Average Medical Cost per Lost-Time Claim
Claim Cost (000s)

30

Annual Change 1991-1993: +1.9%
Annual Change 1994-2001: +8.9%
Annual Change 2002-2010: +6.0%
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Accident Year

2011p: Preliminary based on data valued as of 12/31/2011

1991-2010: Based on data through 12/31/2010, developed to ultimate

Based on the states where NCCI provides ratemaking services, including state funds
Excludes high deductible policies

NCCI 2012 State of the Line Report
Prepared by the Alaska Department of Labor and Workforce Development




Figure 1 Workers' Compensation Premium over Medicare, July 2011
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Designing Workers’ Compensation Medical Fee Schedules
Workers’ Compensation Research Institute, June 2012
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Distribution of Medical Payments
Alaska

DME, Supplies  Other
& Implants 4%

4%

Drugs
6%

Ambulatory
Surgical Centers
8%

Physician
54%

Hospital
24%

NCCI Medical Data Report for Alaska
January 2013

Prepared by the Alaska Department of Labor and Workforce Development



Distribution of Medical Payments

Region
Other

DME,Supplies
& Implants
7%

Physician
42%

Ambulatory
Surgical Centers
4%

Hospital
28%

NCCI Medical Data Report for Alaska
January 2013
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Distribution of Physician Payments by AMA Service Category
Alaska

Other Anesthesia
2% 9
Evaluation & ? 4%
Management
15%

Medicine
31%

Radiology
Pathology 15%
1%

NCCI Medical Data Report for Alaska
January 2013
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Distribution of Physician Payments by AMA Service Category
Region

Other Anesthesia
6% 4%

Evaluation &

Management
24%

Medicine
35%

NCCI Medical Data Report for Alaska
January 2013
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Medical Costs

o Fees for Services
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No FS Or Charge-Based FS: Higher Facility
Outpatient Costs Per Surgical Episode

Episodes In 2010
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Il No Fee Schedule [[] Charge-Based Fee [ | Other Fee Schedule States

* In September 2011, Illinois enacted 30% reduction in fee schedule rates
Source: Hospital Ouipatient Cost Index For Workers Compensation, 2nd Ed. (2013)

Hospital Cost Index For Surgical

*

Fee Schedules - Cost Savings and Unintended Consequences
Workers’ Compensation Research Institute - February 2013
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Tremendous Variation In Nonhospital
Fee Schedule Levels
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Source: Designing Workers” Compensation Medical Fee Schedules (2012)

Fee Schedules - Cost Savings and Unintended Consequences
Workers’ Compensation Research Institute - February 2013
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FL Fee Schedule Change Slashed
Prices For Outpatient PM Services

$60
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$30
$20

$10

Average Payment/Service

$0
Therapeutic Procedure Manual Therapy (CPT Therapy Activities, Direct
(CPT 97110) 97140) PT Contact (CPT 97530)

02003/04 ® 2004/05

Hospital Outpatient Physical Medicine (PM) Services

Fee Schedules - Cost Savings and Unintended Consequences
Workers’ Compensation Research Institute - February 2013
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Medical Costs

o Over Utilization
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Surgery Rate In Disc Cases: Higher Group
Of States 20 Points More Than Lower Group

50%
£ £ 40%
30%
20%

10%

Conditions Received Surgery

% Of Low Back Cases With Disc

0%
CA TX PA FL NJ MA WI IL MI VA MN LA NC IN AR

2009/11 Claims With > 7 Days Of Lost Time, Adjusted For Injury/Industry Mix

Interstate Variations in Utilization of Workers’ Compensation Medical Care
Workers’ Compensation Research Institute - February 2013
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2010/11 Claims With > 7 Days Of Lost Time And Back Sprains, Strains And
Non-Specific Pain, Adjusted For Injury/Industry Mix

Interstate Variations in Utilization of Workers’ Compensation Medical Care
Workers’ Compensation Research Institute - February 2013
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Higher Group Of States Had 3-8 More
Physical Medicine Visits/Claim Than Typical

Median State: 19

CA TX FL ARHNINKHAIAWINC MI LA vA* NI* IL*I‘A*

Physical Medicine Regardless Of
Billing Provider
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* No Treatment Guidelines And/Or Limits On Visits/Services For Physical Medicine

2010/11 Claims With > 7 Days Of Lost Time, Adjusted For Injury/Industry Mix 1

Interstate Variations in Utilization of Workers’ Compensation Medical Care
Workers’ Compensation Research Institute - February 2013
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Healthcare Utilization Results — Utilization per 1,000 (2011)

Utilization per 1,000 people (2011)
Visits Office/home physician
Relative to Relative to Relative to Relative to
Comparison Comparison Comparison Comparison
States States States Scripts States

Washington

Idaho

Oregon

Wyoming

Hawaii

North Dakota

Alaska - Anch/Frbnk/Mat-Su

Alaska - Non-MSA
| Alaska

Comparison State Average
National Average

Drivers of Health Care Costs in Alaska and Comparison States
November 2011 Milliman report to Alaska Health Care Commission
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WA State MC Pilot: Differences in
Medical and Disability Costs (n=2,217)

Cost per claim

$900
Fewer workers went

on disability (19%
$600 vs 14%) and cost
per disabled worker
was less.

$750

$450

$300
Data based on

L2 9-month

$0 A .. follow up.
Medical Cost Disability Costs

| OManaged Care OFFS

Cheadle, Wickizer, Franklin et al. Medical Care 1994.

Impact of Medical Treatment Guidelines
Dr. Thomas Wickizer, College of Public Health, Ohio State University
February 2013
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g ard iy Patients treated by COHE physicians who adopted best F P
Fhairses practices, based on guidelines, achieved better outcomes b
Fiderd compared to patients treated by COHE physicians who ; e
Al 3 adopted best practices less often. F: .
Measure | Baseline Year | Outcome Year
< ,:
£ (COHE Patients |

n = 33,787)
Disability Days 19.2
Disability Costs 51,030
Medical Costs $2,218

Wickizer et al. Medical Care, 2011.

Impact of Medical Treatment Guidelines
Dr. Thomas Wickizer, College of Public Health, Ohio State University
February 2013
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Medical Costs

o Prescription Drug Use
> Use of opioid narcotics
» Physician Dispensing
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Motor vehicle traffic, poisoning, and drug
overdose death rates US, 1980-2010

Deaths per 100,000 population

o

—=Motor Vahicle Traffic  -#-Poisoning  —e—Drug Ovardose

Souwrce: MOHS Deta Borel, Brecommbee, I, vpnbated with 2010 moetaley dotn,

Opioids: The Problem and the Urgency
Dr. Karin Mack, Centers for Disease Control
February 2013
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Drug overdose deaths by selected drug type
Us, 1999-2010

18000
16000

14000

Mumber of Deaths
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Opioids: The Problem and the Urgency
Dr. Karin Mack, Centers for Disease Control
February 2013
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NCCI Report on Opioid Use
November 2011
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Economic Costs

0o $72.5 Billion in healthcare
costs!

a Opioid abusers generate, on
average, annual direct health

care costs 8.7 times higher
than nonabusers?
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Opioids: The Problem and the Urgency
Dr. Karin Mack, Centers for Disease Control
February 2013
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Most Injured Workers With Pain
Medications Received Opioids

100% brosist

CT NJ IL MI CA PA GA NY MA IA IN VA SC AZ TX "WI MN TN LA NC AR

%o Of Claims With Pai
Medications That Had Opioid Rx

=
S

Nonsurgical Claims With > 7 Days Of Lost Time, Injuries From October 2008 To
September 2009, Prescriptions Filled Through March 2011

* Texas Closed Formulary Went Into Effect On September 1, 2011, Which Is
Expected To Reduce Use And Longer-Term Use Of Opioids

Opioids in Workers’ Compensation
Workers’ Compensation Research Institute - February 2013
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Many States Have Substantial Physician Dispensing

Physician-Dispensed Rx Dollar Share of All Rx
Service Year 2009

[] >155%

B <155% AND 2 10.5%

B <105%

Workers’ Compensation Prescription Drug Study
National Council on Compensation Insurance - August 2011
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Physician Dispensing Is on the Rise in Most States
States With Physician Dispensing in 2009 2 15.5%
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Workers’ Compensation Prescription Drug Study
National Council on Compensation Insurance - August 2011
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Indemnity Costs

¢ Indemnity Distribution

¢ Indemnity Frequency

o Indemnity Costs
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Indemnity Payments
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Alaska Workers’ Compensation Division 2012 Annual Report
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Indemnity Benefit Distribution

PPI(PPD)
23%

Alaska Workers’ Compensation Division 2012 Annual Report
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Alaska’s Indemnity Loss Distribution by
Injury Type
8.4%
25.8%

Alaska

Count ide
Region yw

M Temporary Total |1 Permanent Partial B Permanent Total/Fatal

2012 NCCI State Advisory Forum
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Indemnity Benefits Per Claim Vary
Significantly Across Study States '
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Exploring Interstate Variations in Income Benefits
Workers’ Compensation Research Institute - February 2013
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Alaska vs. Countrywide
Average Indemnity Claim Severity
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National Council on Compensation Insurance
State Advisory Forum - October 2012
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Legal Costs

o Legal Costs

o Dispute Litigation

¢ Formal Proceedings
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Legal Payments
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Alaska Workers’ Compensation Division 2012 Annual Report
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Dispute Litigation
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Alaska Workers’ Compensation Division 2012 Annual Report
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Reemployment Costs

o Reemployment Costs

o Plan Completion
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Rehab Payments
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Reemployment Outcomes
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Take Away...

Alaska’s workers’ compensation premium rates are
among the highest in the nation.

Alaska’s declining claim frequency rate has kept loss
costs down, but the rate of decline has slowed.

Medical costs are the largest workers’ compensation
cost driver in Alaska and continue to rise

Despite the declining number of disputes, legal costs
continue to rise.

Very few injured workers complete a reemployment
benefits retraining plan.
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Questions?
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