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INTER-OFFICE MEMORANDUM 
LOS ANGELES UNIFIED SCHOOL DISTRICT    

INFORMATIVE    
:  Members, Board of Education    April 7, 2003     

 Roy Romer, Superintendent    

m:  Timothy Buresh, Chief Operating Officer 
 Hal Kwalwasser, General Counsel 

Wendy G. Macy, Associate General Counsel 

bject:   WORKERS’ COMPENSATION REFORM 

is memo is provided as an update to a request made at the Business, Finance, Audit, and 
chnology (“BFAT”) Committee meeting held on January 23, 2003.  It provides a detailed 
scription of the Chief Operating Officer’s and Office of General Counsel’s recommended 
rovements to the Workers’ Compensation Program and a status of our initiatives.  Since 
 October BFAT Committee meeting when the reform effort was authorized to move 
ward, a great deal of progress has been made.  Once the full complement of 
ommended staff are on board, this progress will be accelerated. 

BACKGROUND 
 

e District focused little attention on workers’ compensation administration in the past.  
ile the cost to the District of workers’ compensation claims has long been a significant 
enditure, the District has historically deployed very, very few resources to accident 
vention, claims management and administration, and return to work programs.   

en the Office of General Counsel was assigned the responsibility for analyzing reform of 
 program in early 2002, the Office of the Inspector General and the Office of General 
unsel retained outside consultants to provide recommendations for improving the 
trict’s workers’ compensation program.  One of the consultants’ first conclusions was that 
ny of the problems with the District’s workers’ compensation program were the results of 
rs of inattention and that these problems could not be remedied overnight.  Before 

ective remedial progress could be made, the District would have to examine and 
derstand the root problems and address the defects in infrastructure. 

e initial study, conducted by Pricewaterhouse Coopers (“PwC”) contained 56 
ommendations regarding insurance risk management, including 13 pertaining to workers’ 
pensation administration.  While the District worked on implementing these 13 

ommendations, PwC prepared another study examining in detail the District’s workers’ 
pensation program.  Since this study was presented to the Business Finance Audit and 

chnology Committee in October 2002, staff has been working to implement reforms.  
merous recommendations and initiatives have been developed and put in place as 
cussed below.  While the workers’ compensation environment has become increasingly 
llenging to both private and public employers, this has been an opportune time to 
lement measures to reduce the rate of increase of workers’ compensation costs.   

e new Chief Operating Officer has made workers’ compensation reform a top priority and 
orking toward process improvements with personnel, payroll, safety, and other District 
anizations, which will have a highly positive impact on workers’ compensation costs. 
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WORKERS’ COMPENSATION REFORMS 

 
Workers’ Compensation Program 

 
The overall strategy which has been employed for improving the District’s workers’ 
compensation program consists of the following broad components: 
 

Financing – The District is fully self-insured for workers’ compensation liabilities.  The 
District has examined alternative financing solutions through its “privatization” request for 
proposal.  

 
Workplace Culture –Historically, no one (workers, management and unions) focused 
sufficient resources on workplace safety and on the importance of keeping people on the 
job and of returning them to the job as quickly as possible.  The District is working to 
change workplace culture to reduce its workers’ compensation costs.   
 
Workplace Safety – The District has identified high loss areas to focus loss prevention 
efforts and reduce the frequency of workers’ compensation claims. 
 
Claims Management/Administration – The District is operating its claims management 
process more efficiently to reduce administrative costs and benefit amounts paid. 
 
Third-Party Administrator Management – The District is establishing terms and 
conditions to provide more specific guidelines, performance measurements and 
performance incentives for the third-party administrator. 
 
Litigation – The District is reducing the number of litigated matters as well as providing 
close supervision of its outside counsel to reduce overall costs in defending claims.  
 
Stay at Work/Temporary Alternative Duty – The District is working to reduce the 
percentage of employees who lose time from work due to a workplace injury and ensure 
that injured workers are able to find temporary alternative duties in an effort to provide 
the injured workers an easier transition to their regular duties. 

 
 Fraud and Abuse Prevention – The District is actively combating fraud, abuse, and 

misuse. 
 

Legislative Solutions – Workers’ compensation costs have increased dramatically for 
all employers in California.  The District is exploring legislative solutions. 

 
Within each of these broad areas, specific steps being used to achieve these goals are set 
forth below.  While full implementation requires the addition of staff not yet on board, we 
have made significant progress in reforming the administration. 

 
Recommendations 

 
FINANCING– Appropriate financing of workers’ compensation costs is an important 
component of a workers’ compensation program. 
 

• Recommendation:  To test the insurance marketplace for alternative financing 
options. 
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Action Taken:  The District conducted a major Request for Proposal (“RFP”) for 
commercial insurance options.  Because of the large size of the District’s risk, and 
the troubled workers’ compensation insurance marketplace, the District was not able 
to find a more cost-efficient means of insurance financing than self-insurance. 
 

• Recommendation:  To improve conditions and timely seek another opportune time 
to see outside insurance alternatives. 

 
Action Taken:  The District is monitoring the insurance marketplace for stabilization 
of pricing after 9/11 losses, and difficulties in financial markets.  The District is 
looking to smartly seek assistance where it requires outside manpower and to bring 
in more staff where appropriate.  At this time, the California workers’ compensation 
insurance market is particularly “hard” with high pricing and shrinking capacity. 
 

• Recommendation:  To reduce the amount of outstanding liabilities by aggressively 
moving ripe cases to closure. 

 
Action Taken:  As part of the RFP, Near North’s structured settlement company was 
selected to attempt structured settlements of certain high reserved cases.  Once 
these cases are closed out and off the District’s books, its portfolio may be more 
attractive in the future. 

 
• Recommendation:  To reduce wide variations in estimates for liabilities in each 

actuarial study issued. 
 

Action Taken:  Previously, an actuarial study was conducted every three years.  
Because of dramatic changes in losses throughout the industry and some erroneous 
assumptions, these estimates were sometimes inaccurate.  The District now has an 
actuarial study conducted every year, rather than every 3 years, so that Budget can 
better plan.  In addition, the actuarial study is being conducted earlier in the budget 
cycle to further aid the budget process. 

 
WORKPLACE CULTURE.  Everyone at the District needs a better understanding of the 
costs of workers’ compensation.  Knowledge is power in this instance.  Labor and 
management must work together to cooperatively combat workers’ compensation cost 
increases. 
 

• Recommendation:  To provide management reports to each of the Local Districts 
and to the branches to better inform the District’s managers of the workers’ 
compensation costs.  This will provide incentives for the managers to influence 
behavior to reduce the number of employees being injured and taking off work, and 
to return them to work more quickly.   

 
Action Taken:  The District is using Risktrac, the current third-party administrator’s 
(“TPA’s”) claims management software, reports to identify hot spots and high cost 
factors.  The District has identified the worst 30 locations with the highest incurred 
losses since 1/1/00.  OGC/Insurance Risk Management Services (“OGC/IRMS”) and 
Office of Environmental Health & Safety (“OEHS”) have identified locations with high 
frequency and high severity and are performing targeted training.  The top 10 sites in 
terms of frequency and severity have already been met with and are receiving 
supplemental training. 
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• Recommendation:  To develop a claims cost allocation methodology that allocates 

the administrative costs of the workers’ compensation program to the responsible 
Districts and branches.  Greater accountability will lead to greater incentives to 
reduce costs.  Even if dollar costs are not allocated, better tracking of where dollars 
are going will lead to better management of the program.   

 
Action Taken:  An allocation study will commence this spring which will fine-tune 
data relative to exposure base.  Once costs can be attributable to location, 
organization, local District, bargaining unit, etc., OGC/IRMS and OEHS will be able 
to offer further targeted training. 

 
• Recommendation:  To train managers to identify potential workplace hazards as 

well as create a positive work environment for all of the District’s employees.  
Organizing a program to improve workers’ compensation is a challenge in a District 
spread out over a 700 square mile area with over 1250 locations.   

 
Action Taken:  Staff has trained 380 school sites via principal academies and 
school administrative assistant meetings.  Staff is conducting training sessions 
through Organizational Excellence tailored to classified employees.  These sessions 
were well-attended by school administrative assistants and generated long waiting 
lists.  Follow up sessions have been scheduled for later in the month.  Based upon 
initial feedback, OGC/IRMS will conduct similar training for site administrators 
(school principals). 

 
• Recommendation:  For the District and the unions to work cooperatively to reduce 

workplace injuries and cut the amount of time workers may be off the job.  The 
District is reaching out to the unions to engage them in this process and promote 
union cooperation.   

 
Action Taken:  OGC has met with representatives from each union (AALA, UTLA, 
school police, CSEA, SEIU Local 99, Teamsters, Skilled Crafts) as well as all the 
unions collectively and is actively involving the unions in implementation of 
recommendations.  Governor Romer has also met with the unions to discuss 
workers’ compensation issues.  The unions have appreciated that their input has 
actively been sought.  The unions should be involved in reducing the amount of time 
injured workers stay off work and are interested in cooperating to reduce costs. 

 
• Recommendation:  To educate District managers about employer obligations under 

the workers’ compensation laws, including the understanding that workers’ 
compensation claimants cannot be retaliated against.    

 
Action Taken:  Staff continues its training efforts, which include employer 
obligations.  As stated previously, District employees have been trained at “hot spot” 
locations, and through Organizational Excellence, Principal Academy, and school 
administrative assistant meetings. 

 
WORKPLACE SAFETY.  Accident prevention is the best way for the District to reduce its 
frequency of claims.  A comprehensive accident prevention program targeting high risk 
areas is being developed. 
 

• Recommendation:  To utilize technology to identify and target high loss areas.   
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Action Taken:  OGC/IRMS and OEHS are working together using Risktrac to 
pinpoint high loss areas and take action.  The 10 school and non-school sites  
with highest incurred losses are being trained on accident prevention, claims 
processing, and return-to-work.  Thus far, the training has been very well-received.  
Each location had been unaware of the high costs and welcomed additional training.  
These locations are more actively returning injured workers to work.  OGC/IRMS and 
OEHS will continue their training of the next 20 highest sites. 

 
• Recommendation:  To train District staff to focus on workplace safety to reduce the 

number of claims.   
 

Action Taken:  OGC and OEHS are training staff.  Employees at the “hot spot’ 
locations are being trained to focus on workplace safety.  In addition, OEHS Safety 
Officers have conducted 470 safety and health trainings at their assigned sites. 

 
• Recommendation:  To create specialized loss reports and involve the Local 

Districts and branches in controlling workers’ compensation costs.   
 

Action Taken:  OGC/IRMS has created key claim reports which will be distributed to 
Local Districts and branches.  OEHS reviews quarterly claims rates and Senior 
Safety Officers provide training materials to sites with a claims rate greater than 
100% of their most recent 3 year average. 

 
• Recommendation:  To utilize cause of injury reports to identify areas requiring 

accident prevention attention.   
 

Action Taken:  OGC/IRMS and OEHS are working to identify common causes of 
claims to tailor loss prevention accordingly.  For example, OEHS has performed a 
job safety analysis for the year round crew on floor stripping operations. 

 
• Recommendation:  To disseminate information to the District locations.   
 

Action Taken:  OEHS is issuing a new Injury & Illness Prevention Plan. 
 

• Recommendation:  To conduct inspections to identify potential health and safety 
risks. 

 
Action Taken:  OEHS has conducted 615 routine inspections, 252 re-inspections, 
and 125 construction inspections. 
 

• Recommendation: To respond promptly to safety and health complaints. 
 

Action Taken:  OEHS has responded to 220 safety or health complaints. 
 

CLAIMS MANAGEMENT/ADMINISTRATION.  How claims are handled, particularly in 
the first 24 hours, can be critical in controlling costs.  The employer’s responsibility does 
not end there since the District must continue to provide high-quality claims processing 
through the life of the claim. 

 
• Recommendation:  To utilize technology to enable the District’s workers’ 

compensation administration to review claims files and utilize claims management 
reports.   

 



 

p:\bs\wmdocs\april bfat memo-04.03.03 6

Action Taken:  The District utilizes software enabling it to review each claim file and 
run approximately 25 different claims reports to improve claim handling.   
 
 
These claims reports include repeater reports, location reports, cause of injury 
reports, matter causing the injury, body parts injured, etc. 
  

• Recommendation:  To give personalized attention to claims.  The District must 
focus greater resources on claims administration.   

 
Action Taken:  The District is instituting a pilot claims handling program focusing 
greater attention on claims.   OGC/IRMS has been working with School Police and 
has been able to reduce costs with the active involvement of School Police 
Management, by dedicating resources to the claims issues.  The current TPA has set 
up a dedicated team to handle school police claims.  School police files were all 
included in a recent claims review conducted by OGC/IRMS and school police was 
actively involved with this effort.  School police has been highly effective, with Chief 
Kerstein’s active involvement, in returning injured workers’ back to work.  With the 
new TPA contract, OGC/IRMS is looking at utilizing this model so that certain 
adjusters will have expertise in handling claims from different groups – e.g. food 
services, transportation, police. 

 
• Recommendation:  To encourage prompt claim reporting so that any issues 

surrounding the claim can be addressed in the critical initial 24 hour period.   
 

Action Taken:  Prompt claim reporting has been stressed in in-service training; The 
current TPA has an 800 number used to report claims.  OGC/IRMS is working on a 
website to facilitate claims reporting.  When a claim is reported late, the current TPA 
sends out a reminder letter to the supervisor regarding the importance of prompt 
claims reporting. 

 
• Recommendation:  To refer injured workers to approved medical clinics to control 

costs and ensure that the injured workers receive appropriate care for work-related 
injuries.   

 
Action Taken:  This is included in in-service.  When issues regarding medical clinics 
are raised, OGC/IRMS staff follows up to prevent reoccurrence.  On occasion when 
conducting training at the hot spots, the sites advised us that they had been less 
than satisfied with the approved medical providers.  We have also encouraged the 
unions to contact us if a member complains about the approved medical providers. 

 
• Recommendation:  To reassess the authorized medical provider list to ensure that 

the District is receiving cost effective services and the employees are receiving 
appropriate care.   

 
Action Taken:  OGC/IRMS has reviewed, evaluated and changed the authorized 
medical provider list and is coordinating with the TPA’s preferred provider 
organization to save money on cost of care. 

 
THIRD PARTY ADMINISTRATOR MANAGEMENT.  Because the District is self-insured, 
but not currently self-administered, it relies upon the services of a third-party administrator.  
The services of a third party administrator are only as good as its local claims office, the 
strength of the contract and claims standards, and the performance measurements imposed 
upon the TPA. 
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• Recommendation:  To monitor the TPA -Tight supervision of the TPA is essential to 

achieving cost effective services.   
 

Action Taken:  OGC/IRMS has implemented a best practices audit to evaluate 
proper case handling.  Each claim coming up for review is audited in accordance 
with over 30 criteria to see if best practice guidelines have been adhered to.  Large 
dollar cases and litigated cases are regularly monitored for good claims handling. 
  

• Recommendation:  To conduct a claims audit of the TPA to ensure appropriate 
case handling.   

 
Action Taken:  An RFP for a claims audit was conducted and a vendor was 
selected.  The claims audit is currently being conducted by an outside audit firm to 
determine whether the TPA has employed appropriate reserving criteria and 
evaluate its compliance with other measures. 

 
• Recommendation:  To use metrics to measure TPA performance objectively.   
 

Action Taken:  OGC has developed key performance indicators or measurements, 
including, among others, number of open files, number of files closed in the period, 
and average caseload per adjuster. 

 
• Recommendation:  To include performance measurements and incentives for the 

TPA in the TPA contract.   
 

Action Taken:  OGC/IRMS and Business Services are negotiating a new contract 
with the TPA which will include stringent claims management standards and will tie 
the TPA’s compensation with program compliance and achievement of objectives. 

 
• Recommendation:  To ensure that the TPA is using technology to increase 

efficiency and provide the District with meaningful reports.   
 

Action Taken:  The quality of TPA risk management information systems and ability 
to run reports will be evaluated in assessing the effectiveness of a TPA as part of the 
RFP process. 

 
• Recommendation:  To ensure that the TPA is aggressively moving cases to 

resolution which are ripe for settlement to reduce continuing claims and litigation 
costs.   

 
Action Taken:  Through the recent RFP which was done for privatization of the 
retrospective claims, Near North Insurance brokerage was recommended to do a 
“swat-team” approach to attempt to settle certain high dollar reserved claims via 
structured settlements.  TPA candidates are being evaluated for closure rates. 
 

• Recommendation:  To ensure that the best TPA is providing the best claims 
administration services to the District. 

 
Action Taken:  OGC and Business Services are negotiating with the TPA  finalists 
selected as part of the RFP.  They are evaluating (1) TPA analysis of current 
workers’ compensation climate in California, (2) optimum allocation of work between 
District and TPA, (3) philosophy of claims handling, (4) supervision of claims staff, (5) 
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loss prevention services, (6) cost control, (7) transition, (8) file management, (9) file 
control, (10) calculation of fees, and (11) performance guarantees. 

 
 
 
LITIGATION.  District must reduce its percentage of litigated claims.  These are most costly 
because the duration of these claims tends to be longer and the District incurs legal fees.  If 
disputes between claimants and the District can be resolved pre-litigation, the claimant will 
actually net a greater recovery and the District will spend less on the claim – a “win-win” 
situation.  Furthermore, the workers’ compensation defense attorneys must be selected and 
monitored so that the best, most cost-effective legal services are provided.  OGC has 
devoted substantial effort to the monitoring and measuring of the workers’ compensation law 
firms. 
 

• Recommendation:  To reduce the frustrations of workers’ compensation claimants 
in order to reduce the litigation rate.   

 
Action Taken:  OGC/IRMS has identified some core issues that lead to frustrations, 
identified through meetings with the unions, such as payroll errors, and is working 
with payroll and the TPA to formulate solutions.  Each of the TPA candidates is being 
evaluated, in part, on its ability to interface with payroll.  OGC/IRMS has also been 
exploring the possibility of restructuring the way payments are made to workers’ 
compensation claimants and participates in a group working to find payroll solutions. 
  

• Recommendation:  To review the TPA’s referral of matters to outside counsel to 
ensure that appropriate cases are referred to appropriate counsel.   

 
Action Taken:  OGC/IRMS has monitored the TPA’s performance and referrals to 
outside counsel.  Rather than the prior practice of allowing the TPA to refer matters 
to outside counsel, OGC/IRMS staff must now approve each referral.  In addition 
once a matter has been resolved except for liens, OGC/IRMS now monitors that 
these matters are referred back to the TPA rather than incurring additional legal fees. 

 
• Recommendation:  To monitor outside counsel closely to assure that the District is 

receiving high quality cost effective legal services.   
 

Action Taken:  OGC is providing oversight of workers’ compensation outside 
counsel and has prepared detailed metrics to verify the quality and average 
processing time for each firm.  Each firm is being evaluated based upon over 30 
metrics and must provide detailed data on a monthly basis.  Once a baseline has 
been set, the panel counsel will be adjusted accordingly. 

 
• Recommendation:  To ensure that the District is pursuing recoveries from third 

parties where appropriate.   
 

Action Taken:  OGC has a legal resource running the District’s restitution and 
subrogation program.  OGC is creating a restitution database and is updating the 
restitution bulletins to consolidate them into one bulletin. 

 
STAY AT WORK/TEMPORARY ALTERNATIVE DUTY.  The District incurs a high 
percentage of workers’ compensation claims where the claimant loses time from work, 
versus only incurring medical bills or merely reporting a claim without loss of dollars.  These 
are by far the most expensive claims and negatively impact the District’s educational 
mission not just because of the cost but also because of the loss of employee productivity.  
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When a teacher, for example, is out of his or her regular classroom, the educational process 
is disrupted.  Ensuring that employees stay at work or that they come back quickly will have 
tremendous cost benefits. 
 
 

• Recommendation:  To work with the unions to develop a Stay at Work/Temporary 
Alternative Duty program.   

 
Action Taken:  OGC has solicited the unions’ input and their contribution to the 
process will facilitate the employees’ education concerning the program.  The unions 
have complained that their members seek to return to work and are not able to.  The 
unions have expressed interest in development of the stay at work program. 

 
• Recommendation:  To hire sufficient staff to run the program.   
 

Action Taken:  OGC/IRMS is increasing staff to provide return to work assistance to 
District employees and managers.  The OGC/IRMS proposed structure includes 4 
return to work specialists in addition to local district liaisons.   

 
• Recommendation:  To coordinate the Stay at Work/Temporary Alternative Duty 

program with other disability related programs.   
 

Action Taken:  Staff coordinates with Reasonable Accommodations and Human 
Resources. 
  

FRAUD AND ABUSE PREVENTION.  The District has historically deployed few resources 
to investigating and prosecuting fraud. 
 

• Recommendation:  To investigate and ensure that the TPA investigates potentially 
fraudulent cases.   

 
Action Taken:  Staff has coordinated closely with the Office of the Inspector General 
in identifying possible instances of fraud and abuse and investigating potential 
prosecution.  OIG, OGC/IRMS, Staff Relations and the TPA meet to discuss 
suspicious claims periodically. 
 

• Recommendation: To require the TPA to identify suspicious cases. 
 

Action Taken: The TPA identifies the 50 most suspicious cases periodically and 
discusses an action plan with OIG, OGC/IRMS and Staff Relations. 
 

• Recommendation: To package appropriate cases for referral to the District Attorney 
for prosecution. 
 
Action Taken: The District meets with the DA’s office to discuss workers’ 
compensation fraud.  One arrest has been made by the DA and other cases are 
being investigated. 
 

LEGISLATIVE SOLUTIONS.  The District should seek legislative solutions to improve cost-
efficient workers’ compensation administration. 
 

• Recommendation:  To seek legislative solutions because California’s workers’ 
compensation costs have increased for virtually all employers. 
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Action Taken:  The District is discussing joining with others on lobbying efforts on 
legislative pieces which can reduce costs (e.g. medical, chiropractic, pharmaceutical) 
without adversely impacting employers or employees. 
 
 
 

The Chief Operating Officer and Office of General Counsel believe, and have the approval 
of the BFAT Committee, that by increasing resources and professionalization of workers’ 
compensation administration, the District can lower costs.  Furthermore, we will be able to 
provide technical support and customer services to schools, offices, local districts and 
branches that has not been provided adequately in the past. 
 
It is estimated that full implementation of the recommendations will take 6 to 18 months.  
Staff has begun, however, as seen above, to implement immediate changes to demonstrate 
progress and to begin changing the culture of the District as to its workers’ compensation 
program. 
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CHALLENGES TO DOING IT RIGHT 
 

The District’s Commitment 
 
While much has been accomplished since the October BFAT meeting, much more still 
needs to be done. 
 
Improving the workers’ compensation administration and controlling workers’ compensation 
costs require the District’s full commitment, a commitment that never can be delegated to an 
outside administrator or insurance company.  The Superintendent and the Board of 
Education must be committed to having all critical District personnel understand the District’s 
legal rights and obligations under the workers’ compensation laws.  Only then will injured 
employees be treated properly, non-meritorious cases be contested and investigated, and 
opportunities for cost savings available under the laws be achieved.  The overall strategic 
goals are as follows: 
 

• To promote a safe work environment for the LAUSD’s employees, reduce the 
number and severity of injuries, and ensure that every employee injured on the job 
receives adequate care and the benefits to which he or she is entitled; 

 
• To ensure that the LAUSD administrators and supervisors are well-informed on the 

workers’ compensation laws and procedures and employer obligations; 
 

• To control the workers’ compensation cost increases by reducing the frequency and 
severity of claims; improving efficiencies in claims processing; managing and 
monitoring the third party administrator, law firms, and other vendors; returning 
injured workers to work more quickly and efficiently; and combating fraudulent and 
abusive claims.   

 
Certain fundamental steps are being taken: 
 
1. Assure that everyone understands and complies with his or her legal obligations 

under the workers’ compensation system.  The District has certain obligations under 
the workers’ compensation system.   The District is conducting training to minimize 
risk that claims are reported promptly, that injured employees receive proper medical 
care, and that workers’ compensation claimants are not retaliated against merely 
because they have filed workers’ compensation claims. 

 
2. Recognize that the way the District approaches the workers’ compensation system 

affects its ultimate claims costs.  Effective workers’ compensation cost controls rely 
upon the cooperation and collaboration of every District employee, third party service 
providers (e.g., claims administration, medical, etc.), and even unions.  Key to this 
process are the many middle managers in the District who can affect workplace 
safety and site conditions, and ease employees’ ability to return to work. 

 
3. Require District employees to take responsibility for their actions.  The District 

employees are being trained to be made aware of the workers’ compensation costs 
that the District faces and the impact of those costs on District resources.  The 
responsibility for working safely and looking out for conditions and behaviors that 
may harm their fellow District employees is being stressed to all District employees. 

 
4. Provide high quality workers’ compensation claims administration.  LAUSD has an 

extremely high litigation rate for workers’ compensation claims and spends millions in 
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litigating workers’ compensation claims.  Much of the litigation is attributed to the 
frustration of the workers’ compensation claimants because the workers’  

 
compensation system can be complicated and confusing.  This frustration will be 
alleviated by enhancing the number of staff available to help guide District 
employees through the system and to process claims expeditiously.  Injured 
employees should not feel that their employer does not care or that they have no one 
to answer their questions.   

 
5. Provide comprehensive and responsive accident prevention.  Preventable injuries 

must be avoided.  Accident prevention is a critical component of a comprehensive 
workers’ compensation program.   Keeping our employees safe is important to 
serving the District’s educational mission, and reduces costs spent on workers’ 
compensation, injury and illness benefits, and substitute employee costs. 

 
6. Manage the workers’ compensation program to assure that it is managed as cost-

effectively as possible.  All District employees are being educated on workers’ 
compensation laws and procedures.  The processes are being streamlined so that 
busy administrators will not find them to be so burdensome.  Injured employees 
should return to work as soon as they are able.  The District is monitoring its vendors 
to assure that the District is receiving the best cost-effective services. 

 
7. Make those few employees who abuse the system aware that this will not be 

tolerated by the District.  Workers’ compensation fraud, like other insurance fraud, 
hurts everyone.  Fraudulent claimants are being investigated and prosecuted.   

 
District Challenges 

 
Many people at the District, including the Board and Senior Staff, have become sensitized to 
the importance of controlling workers’ compensation costs.  Many of the recommendations 
set forth here require high level buy-ins from senior management in order to secure the full 
cooperation of middle level management.  Recent interest by the Board and Senior Staff in 
workers’ compensation is a highly positive development that is allowing these reform 
recommendations to be implemented.  The Chief Operating Officer’s active involvement and 
his assistance in getting the program staffed have been critical. 
 
Against these positive trends, one must balance the following: 
 
 Benefit plans that diminish incentives for injured workers to return to work. 
 
 A historically weak risk management infrastructure. 
 
 Historically strained union relationships. 
 
 Seasonal work schedules. 
 
 Certain inherently risky work classifications. 
 

External Factors Affecting Workers’ Compensation Costs 
 

The District faces a number of external factors that adversely affect its workers’ 
compensation costs.  One of the factors that will contribute dramatically to the increase in 
the District’s workers’ compensation costs is the ramp up of statutory benefit.  Maximum 
weekly temporary disability benefits will go from $490 per week up to $840 per week by 
2006.  Other factors include: 
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 Treating-physician presumption of correctness 
 
 Inflation, e.g. wage, medical, etc. 
 
 
 Aging workforce 
 
 High cost of medical technology 
 
 Higher pharmacy costs 
 
 Increases in medical fee schedules 
 
The District is not alone in facing these challenges.  All public and private entities within 
California are experiencing tremendous cost increases.  For example, according to 
information from the Los Angeles Chamber of Commerce, the Automobile Club of Southern 
California is paying an increase of 300% despite a decrease in claims; Costco Wholesale 
Corp. has one-third of its U.S. workers in California, but two-thirds of its workers’ 
compensation costs are paid on their behalf.  Many employers have left California because 
of the increased cost of doing business that is not an option here. 

 
Proposed Reorganization and Necessary Assets 

 
Greater progress will require that the program is adequately staffed. 
 
Structure of Insurance Risk Management Services.  To be effective in its efforts to manage 
the District’s volume of workers’ compensation claims (approximately 7000 claims a year) 
and to return injured employees to work quickly, the District must greatly enhance its claims 
processing and return-to-work resources.  The District manages more claims and spends 
more on workers’ compensation claims than most commercial insurance companies.  The 
District currently has one Contracts Supervisor (who focuses on workers’ compensation 
litigation management), one Workers’ Compensation Claims Processing Supervisor (who 
processes claims and works with the third-party administrator and is currently on illness 
leave) and one Early Return to Work Coordinator (who handles a voluntary early return to 
work program for injured workers). 
 
The District is engaged in restructuring its existing insurance staff into a full-fledged 
Insurance Risk Management Department.  The District is currently recruiting a Director of 
Insurance Risk Management and two Deputy Directors of Insurance/Risk Finance and 
Claims.  These three positions have just been approved by the Personnel Commission.  
These positions were actively recruited for, including via the Risk Insurance Management 
Society website.  Resumes have been screened and interviews are taking place. 
 
 In addition, the District is increasing its resources in the workers’ compensation claims 
processing and return to work areas.  These positions have yet to be approved by the 
Personnel Commission, but are undergoing Personnel Commission study.  They are 
anticipated to be approved at the April 9 Personnel Commission meeting.  The Chief 
Operating Officer’s assistance has greatly expedited the Personnel Commission’s process.  
Nonetheless, based upon our prior experience with creation of position descriptions, 
recruitment, selection and hiring, the full complement of staff will not likely be on board 
before the end of calendar year 2003. 
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A legal team within the Office of General Counsel is focused on cost-efficient resolution of 
claims.  In addition to the workers’ compensation efforts, an attorney is responsible for the 
restitution and subrogation program, and another supports the liability program. 
 
Personnel assets who would be involved in implementation of the recommendations were 
occupied in part over the past several months in providing data, planning, and  
 
implementation work for alternative risk financing for its prospective liabilities.  The  
decision by senior staff and the Board to not seek privatization would facilitate 
recommendation of these best practices by reducing resources devoted elsewhere. 
 
Workers’ compensation assets outside of Insurance Risk Management.  The workers’ 
compensation fund also funds other assets outside of the Insurance Risk Management 
Department.  These assets include 20 to 30 individuals in the Office of Environmental Health 
and Safety, and several other individuals in payroll and ITD. 
 
The Office of Inspector General also has an investigator dedicated to preventing workers’ 
compensation fraud, abuse and misuse. 
 
In addition, each local District will need to appoint a workers’ compensation liaison who will 
work with the workers’ compensation claims processing supervisor, stay at work/temporary 
alternative duty specialist and safety officers.  These individuals need not be dedicated full 
time to workers’ compensation but should facilitate communication throughout the local 
Districts. 
 
Resources to be outsourced.  Even with the full complement of staff, certain other functions 
may still need to be outsourced.  The District will still require: 
 

A third party claims administrator—  Helmsman Management Services currently acts 
as the District’s third-party claims administrator, with approximately 40 claims staff 
working on the District account.  The District is in the process of conducting a 
request for proposal for claims administration services as it has been in contract with 
Helmsman for five years.  Unless the District decides to self-administer, it will require 
the services of a third-party administrator.  If the District moves towards self 
administration, it will rely less upon third party administrator services. 

 
Medical bill review services—This service is provided by Helmsman as a component 
of the existing TPA contract.  The TPA awarded the next contract, or its 
subcontractors, will need to provide this service. 

 
Loss control services—The existing TPA provides a limited number of loss control 
hours.  The District may seek to supplement existing resources with an outside loss 
control vendor. 

 
Subrosa investigation—The District uses a panel of outside investigators to conduct 
surveillance. 

 
Workers’ compensation law firms—The District uses a panel of workers’ 
compensation defense law firms.  Currently there are 14 firms on the District’s panel. 
Preliminary data appears to indicate inside legal services may decrease by half the 
school district’s legal costs. 

 
Medical providers – The District uses a panel of outside medical providers, located 
through the greater Los Angeles area so that injured workers may obtain high quality 
health care conveniently. 
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Workplace culture/safety consultant—Given the large number of employees and 
middle managers that need to be trained, outside consulting resources may be 
needed to assist existing staff in developing and implementing a large-scale training 
program. 
 
 
 

 
Actuaries – The District uses an independent actuarial firm to estimate its workers’ 
compensation liabilities annually, assess trends, and make funding projections for 
future years. 
 
Other consulting services—The District utilizes outside consultants to develop 
recommendations and assist in implementation of these recommendations. 

 
Impact of delays in acquiring full staff.  Many of the initiatives have not been fully realized 
pending hiring of additional staff.  
 
The District has sought a Director of Insurance Risk Management since early summer.  On 
January 22, 2003, the Personnel Commission approved a salary increase for the position.  
On the same day, the Personnel Commission approved the creation of two deputy positions.   
The recruitment and selection process is currently underway and we hope to have the 
positions filled by May 2003.  Positions including the workers’ compensation manager and 
stay at work/temporary alternative duty manager, workers’ compensation claims processing 
specialists and stay at work/temporary alternative duty specialists, are still being studied by 
the Personnel Commission.  It is anticipated that these positions will be approved on April 9.  
These key individuals will be providing the improved customer service to District employees 
so any delays in bringing them on board will be highly detrimental to the program. 
 

Timing of Implementation 
 

Exhibit “A” is a draft timeline showing each of the specific steps required to be completed in 
calendar year 2003.  A more detailed execution plan will be developed when the risk 
management staffing and critical procurements are authorized.
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Budgetary Impact 
 

The budgetary impact of the workers’ compensation reforms is set forth below: 
 

Proposed Budget 
Workers’ Compensation Reforms 

 
Budget Requirements   
ONGOING: Balance of  Calendar 

Year 2003 
Annual 

Staff   
Salaries & Benefits for Proposed Adds $750,000 $1,500,000 
Office Supplies (32  @ $500) 8,000 16,000 
Staff Training (32 @ $1,000) 16,000 32,000 
Administrative Training ($15,000/quarter) 22,500 45,000 
Contingency (10%) $79,650 $159,300 
Risktrac (5 additional users) $13,500 $27,000 
Sub-total Ongoing Staffing Funds Required $889,650 $1,779,300 
Programs   
Create a joint team with unions to share WC information and develop 
solutions 

$10,000 $20,000 

Improve claims database, provide management reports $5,000 $10,000 
Team with unions to develop benefit plan solutions $5,000 $10,000 
Perform TPA audits  $30,000 
Perform cost allocations  $30,000 
Update and present training to LAUSD employees $10,000 $20,000 
Increase and maintain WC communication  $10,000 20,000 
Evaluate and update authorized medical providers $10,000 10,000 
Sub-total Ongoing Program Funds Required $50,000 $150,000 
Total Ongoing Funds Required $939,150 $1,929,300 
   
ONE-TIME:   
Programs One-Time Cost Elements 
Create a joint team with union representatives to share information and to 
develop solutions 

$50,000 Meetings, materials, 
consulting services 

Improve the claims database information/provide management reports $20,000 Programming, 
consulting services 

Conduct a claims audit $50,000  Claims auditor services 
Conduct a vendor selection process for TPA Services $50,000 Consulting services 
Define responsibilities and information flow for IRMS $50,000 Consulting services,  

materials 
Training for IRMS personnel $25,000 Meetings, materials 
Perform a cost allocation study $55,000 Consulting services 
Work with the unions in developing solutions to benefit plan issues $20,000 Meetings, materials, 

consulting services 
Expand workers’ compensation responsibilities for Local District/Branch 
representatives and provide training 

$40,000 Meetings, materials, 
consulting services 

Create and present training to LAUSD employees $50,000 Meetings, materials, 
consulting services 

Increase communication regarding workers’ compensation issues and 
procedures throughout the District 

$10,000 Programming,, 
consulting services 

Develop Stay at Work/Temporary Alternative Duty program $25,000 Consulting services 
Upgrade Payroll processes affecting workers’ compensation coordination 
of payments 

TBD TBD 

Total One-Time Funds Required $445,000   
Total Ongoing and One-Time Funds Required $1,384,650  $1,929,300 
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MEASURING RESULTS 
 

The workers’ compensation strategic plan should have its own metrics to assure that it is 
achieving the goals set forth in this plan.  The object is to control workers’ compensation 
costs while ensuring that the District continues to meet its employer obligations.  Those 
metrics include: 
 

• Improving timeliness of reporting.  The timeliness of incident reporting will be 
measured on a year-to-year basis.  If incidents are not reported timely, the District 
cannot adequately investigate claims and begin to control costs.  This metric 
measures the effectiveness of training and awareness efforts focusing on the 
importance of timely reporting of claims. 

 
• Measuring the number of workers’ compensation claims filed against the District.  

Total claims filed against the District will be tracked for each year, and they will be 
broken down by type of claim and Local District and business unit. 

 
• Provide relevant units with reports of their claims and costs.    The OGC must 

commit to providing reports.  Regular distribution to relevant units (Local Districts, 
branches) will keep attention focused on workers’ compensation costs. 

 
• Measuring the services of outside providers.  Metrics and performance indicators 

imposed upon the District’s workers’ compensation law firms and other vendors help 
the District receive cost effective, high quality services.  The District is requiring 
vendors to complete these on a periodic basis. 

 
CONCLUSION 

 
This informative provides the context for how the Chief Operating Officer and Office of 
General Counsel are implementing proposed reforms.  Should you have any questions 
regarding the information contained herein, please contact Wendy Macy at (213) 253-2052. 
 
 
 
c: Jefferson Crain 
 Andy Cazares 
 Joseph Zeronian 
 Harold J. Kwalwasser 
 Don Mullinax 
 Roger Rasmussen 
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