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7 GENERAL TERMS & CONDITIONS -
REQUEST FOR QUOTATION (RFQ) AND REQUEST FOR PROPOSAL (RFP)

1. Awards will be made in the best interest of the State of West Virginia_

2. The State may accept or raject in part, or in whole, any bid. :

3. Prior to any award, the apparent successhd vendor must be properdly registered with the Purchasing Division
and have paid the required $125 fee. -

4. Ali services performed or goods delivered under State Purchase Order/Contracts are Io be continued for the
term of the Purchase Order/Contracts, confingent upon iunds being appropriated by the Legislalure or otherwise
being made avaflable. In the event funds are not a#prapriated or otherwise available for these senvices or goods
this Purchase Order/Contract becomes void and of no effect after June 30.

5. Payment may only be made afier the delivary and acceptance of goods or services.

6. Interest may ba pald for iate payment in accordance with the West Virginia Code.

7. Vendor preference will be granted upon written request in accordance with the West Virginia Cade.

8. The State of West Virginia is exempt from federal and state taxes and will not pay or reimburse such taxes.

9. The Director of Purchasing may cancel any Purchase Crdat/Contract upon 30 days written nofice fo the seller.

10. The laws of the State of West Virginia and the Legisiative Rules of the Purchasing Division shall govern fhe
purchasing process. ‘
. 11. Any reference fo aulomatic renewal is hereby deleted. The Contract may be renewed only upon mutual writton
agreement of the pariies, . Co

12. BANKRUPTCY: In the event the vendoricontracior flles for bankruptcy protection, the State may deem
this eontract null and veid, and terminate such contract without further order. .

13. HIPAA BUSINESS ASSOCIATE ADDENDUM: Ths West Virginia State Government HIPAA Business Associate
Addendum (BAA], approved by the Attomey General, is available online at www.state. wv.us/admin/purchase/vic/hipaahtm
and is hereby made part of the agreement. Provided that the Agency meets the definition of a Cover Enfity
(45 CFR §160.103) and will be disclosing Protected Health information (45 CFR §160.103) to the vendor.

- 14. CONFHDENTIALITY: The vandor agrees that he or she will not disclose to anyone, directly or indirech% any such
personally idenfifiable informafion or other confidential information gained from the agency, uniass the individual who is
the subject of the information consents to the disclosure in viriting or the disclosure is made pursyant to the agenoy's
policies, procedures, and rules. Vendor further agrees fo comply with the Confidentiality Folicies and Information
Security Accountability Requirements, set forth in htip/Awww.state.wv.us/admin/purchase/privacy/noiceConfidentiality pdf.

15. LICENSING: Vendors must be licensed and in good standing in accordance with any and all state and local laws and
requirements by any state or local agency of Wost Virginia, including, but not limited to, the West Virginia Sacretary

of Slate’s Office, the West Virginia Tax Depariment, and the West Virginia Insurance Commission. The vendor must
provide afl necessary refeases to oblain  informafion fo enable the director or spending unit to
vetify that the vendor is liconsed and in good standing with the above enfities.

16. ANTITRUST: In submilling 2 bid to any agency for the State of West Virginia, the bidder offers and agrees that
if the bid is accepted the bidder will convey, sell, assign or transfer to the State of West Virginia all rights, fitle and inferest
in and to all causes of action it may now or hereafter acquire under the antitrust laws of the United States and the Stale of
West Visginia for price fixing and/or unreasonable restraints of trade rolating to the particular commoditios or services .
purchased or acquired by the State of West Virginia. Such assignment shall be made and become effective at the time the
purchasing agency fenders the initial payment fo the bidder.

| certify that this bid is made without prior undesstanding, agreement, or connection with ani[ cofporation, firm, Emited
liability company, parinership, or person or enfily submitting a bid for the same maferial,
services and is in all respects fair and without collusion -or Fraud. | further cerlify that |
the certification on behalf of the bidder or this bid.

g am authorized o sign

R~ -0l

/Robert T.- C. Cone

3.5 Purchasing Affidavit: West Virginia 5A-3-10a

supplies, equipment or -

artization to the State of West

R P2y

—————-lanaged-Care-Innovations LLC affirmsthat there is no debt owed by
Virginia.

- Robert T. C. Cone
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INS11007

Addendum #1 —_

1. Please clarify if the RFP prohibits the Enterprise Risk Management (ERM)
consultant from directly providing or subcontracting for specific services in Phase
Il and It or if the RFP is permitting the ERM to submit a proposal for Phase i
services as a general contractor and program manager over all service providers
who are subcontractors to the ERM consultant?

Response: The successful ERM consultant under this RFP (INS11007) may not
submit a proposal under any subsequent RFP, if any, for Phase ll (coverage)
and/or Phase 1ll {program evaluation) so as fo eliminate any conflict of interest
Accordingly, the successful ERM consulfant’s compensation will be limited solely
to consuitant fees for the State. The successful ERM Consultant’s involvement
in Phase Ii will be limited to developing the criteria for the program and assisting
the State with necessary procurement to implement the program. It is also
intended that the ERM actively engage in service under Phase Hi {program
evaluation) 1o assist in the development of necessary audit and management
processes.

2. Under the GENERAL TERMS & CONDITIONS REQUEST FOR QUOTATION
(RFQ) AND REQUEST FOR PROPOSAL, ltem 1 states: “Awards will be made
in the best interest of the State of West Virginia.” Section 2.2 states that “the
successful Enterprise Risk Management consultant wil be likewise ineligible as a
provider of actual workers’ compensation coverage for this program.”

Question: In Section 2.2, does the term “coverage” mean a workers'
compensation insurance policy?

Response: The term “coverage” means one, or more than one, workers'
compensation insurance policy, or potentially a program of self-insurance,
dependent upon the ultimate methodology selected for addressing State Agency
Workers’ Compensation needs.

Section 2.5.7 states: “the vendor must identify and briefly describe either your

ability to provide any of the following services by your firm, or by contracting the
same with a third-party on behalf of your client:

1. Insurance Policy Procurement / Marketplace knowledge and experience
2. Claims Administration Services



3. Establish risk pool participation and funding requirements for the Phase il
program

4. Loss Control Services

5. Return to Work Programs

6. Rating/Underwriting Evaluation/Consulting

Question: In Section 2.5.7 which relates to services, does this mean that the
ERM consultant may bid for providing any of items 1-6 above for either an
insured or self-insured workers’ compensation program?

Response: As noted in the response to question 1, the successful ERM
consultant's compensation will be limited solely ic consultant fees for the State.
However, keeping in mind that the State of West Virginia is a large diverse
organization this section of the RFP is intended to evaluate competency on
providing these services or upon establishing these types of programs as the
successful ERM consultant must advise the State in procuring services in this
manner. The ERM consultant must identify and describe their ability to provide
each of the 6 services as part of their proposal for this RFP (INS11007). The
ERM consuitant must specify whether items 1-6 could be handled by the ERM
consultant themselves, or via a third party contract.

3. If the proposer responding to Phase | of this RFP uses subcontractors to meet
some the services in this RFP, are these subcontraciors excluded from bidding
or being included in a bid on Phase H of the proposed program?

Response: So as to avoid any conflict of interest, for the successful ERM
consultant who is awarded the contract and any of their subcontractors, yes.

4. Is there an advisory or other role assumed by the ERM consultant in Phase |,
such as assisting in: writing the RFP; evaluating the proposals and; negotiating a
contract for Phase [11? Should these activities be specified in the Cost Sheet?

Response: The successful ERM consultant will be expected to assist in drafting
the RFP for Phase li; serve in an advisory capacity during the evaluation of
Phase Il proposals; and is intended to provide on-going consulting services to
assist in the development of necessary audit and management processes under
Phase lll. These activities should be contemplated within the Cost Sheet.

5. Attachment C - Cost Sheet — Does this Attachment apply only to Phase 1?7 How -
will pricing be included should the ERM consuttant be involved in Phase 117 In
Phase 1I1? if the bidder uses a subcontractor for part of the services proposed,
how should that service be listed separately with the associated pricing?



Response: This attachment applies to all Phases, including pricing for any
subcontractors of the ERM consultant. Setvices at all Phases are to be billed at
the rate schedule proposed. As per section 2.5.3, resumes and experience of
subcontractors used by the consultant should also be provided.

. Section 2.5.6 references the need for possible additional services that may be
required of the ERM consultant in Phase |. How should these services be
included on the Cost Sheet?

Response: All services agreed upon are to be billed at the hourly rate utilizing
the proposed fee schedule (Section C, Cost Sheet).

. Will the State provide the loss information data required for the ERM consultant
to complete the analysis and program design recommendations? If not, will the
State provide the data analysis required by the ERM consultant to make program
recommendations?

Response: The State will provide loss, payrolt and premium information data, as
available, from the current carrier as required for the ERM consultant to complete
the analysis and program design recommendations. In addition, the State will
make available the services of its currently contracted actuarial firm.

. The RFP makes no reference to the cost of obtaining quotes for insurance that
may be involved in the recommended risk financing package. How should the
cost of obtaining these quotes be inciuded on the Cost Sheet?

Response: It is currently contemplated that a subsequent RFP for Phase 1l will
be the culmination of Phase |. The cost of oblaining and evaluating these quotes
should be contemplated in the hourly rate on the Cost Sheet. Further, the State
wilt bear any cost for publishing any RFP materials.
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Attachment A: Vendor Response Sheet

Provide a response regarding the following: firm and staff qualifications and experience in
completing similar projects; references; copies of any staff certifications or degrees applicable to
this project; proposed staffing plan; descriptions of past projects completed entailing the location
of the project, project manager name and contact information, type of project, and what the
project goals and objectives where and how they were mel.

Firm and Staff Qualifications and Experience in Completing Similar Projects

Managed Care Innovations LLC (MCI) was formed by Dr. Robert Cone and Mr. J. Monty
McFadden in 1996. As the founding Principals of MCI, both Monty and Bobby bring a wide
variety of experience to assist the Office of the insurance Commissioner (OIC) in recommending
program design and creating a Request For Proposal (RFP) to administer the West Virginia
Workers' Compensation Program. Bobby's experience includes teaching economics and
finance at the University of Richmond which was followed by five years serving as an economist
for the Commonwealth of Virginia’s Insurance Department where he was responsible for
developing prior approval rates for workers’ compensation and other lines of insurance as well
as the recodification of the Virginia Insurance Title with focus on the financial and investment
regulation of insurers and self-insurers. He was a primary contributor to the NAIC's pioneering
efforts on the treatment of investment income in the insurance rate approval process. This was
followed by ten years of service with Anthem Blue Cross Blue Shield of Virginia where he
directed the entrance of Anthem into the property and casuaity market through the acquisition of
a TPA (Trigon Administrators). Monty McFadden’s experience started with the Ohio Industrial
Commission as a Hearing Officer which was followed by thirteen years with Gates McDonald
and Company (a Nationwide Insurance Subsidiary) as a Branch Claims Manager and Marketing
Manager. He joined Trigon Administrators and was responsible for marketing, account
management and loss control services. Both operated in this capacity for approximately ten
years before starting Managed Care Innovations in 1996.

MCI was formed and evolved into serving a new niche in the property and casualty self-insured
market, designing and managing large seif-insured programs. This opportunity evolved as a
direct result of the experience gained in managing a large regional TPA which through multiple
offices covered Virginia, Maryland, North Carolina, South Carolina and Michigan as well as
supported national and regional insurance companies.

The market niche developed by MCI, Total Program Management, came about from the
experience and understanding gained from managing a large TPA. In essence, the total
program management concept requires a focus on all services required to manage a claim, not
just the TPA claims administration services. Traditionally, the TPA assumes responsibility for
this management function. The MCl management team’s experience shows a TPA will focus on
its own specific needs, frequently at the cost of the rest of the program. By becoming myopically
focused on the TPA claims service functions to assure its own financial optimization, the
remainder of the program is likely to suffer resulting in inferior financial and service performance
for the client. The overriding objective must be to minimize the client’s (West Virginia's) total

program cost. However, the TPA is only a single cost component in the total cost equation.
Minimizing cost may involve a reallocation of resources within the total team of service
providers, a result that may not maximize the revenues coliected by the TPA. The
accomplishment of this goal is likely to require a planning horizon longer than what one would
find for the individual TPA and a general contractor that has a clear view on how to achieve the
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fong run goals and needs of the State. This reality must be considered in the selection of an
administrative team to service the CIC program.

The MCI experience relevant to OIC and the State is the management of the Commonwealth of
Virginia's (COV) workers’ compensation program since July 1998 and is presently in year three
of its third five-year contract with the COV. As the contract holder with the COV, MCI designed a
complete workers’ compensation program which includes the TPA services, the PPO and
medical bill adjudication process, the requirements and procedures for the claims and claims
related processes, the medical and vocational management components, the return to work
program and the loss control program. There are numerous other components that fill significant
needs such as surveillance, IMEs, PBM and others. All of these venders (team partners) are
subcontractors to MCI. While the program exists under the MCI name, the MCI task is to assure
that alt of the team partners operate in a unified, coordinated and consistent manner to meet our
client's needs. The process is quite involved with MCI's Account Director being located on site
in the dedicated office. The program has been highly successful in terms of savings, customer
service and evolution. The chart below tracks the financial performance of the Commonweaith's
program. MCI has a full and complete understanding of the components of a successful
program as well as the skills and knowledge required to manage the program.

Workers' Compensation Total Savings 1999 - 2009
$200,943,262

$35,000,000 -
| 20,39 38.5%
$30,000,000 0-3%

i

: $30,920,919
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Since 1999, the Commonwealth’s consulting actuary has estimated that the MCI program has
reduced the Commonwealth’s cash outflow by over $200,000,000. These savings are a result of
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close management of the MCI team members by MCI, the detailed definition of procedures and
adherence to these procedures, constant monitoring of the individual team member's
performance and finally, and most importantly, a full cooperative partnership between MCI and
The Commonweaith’'s Workers’ Compensation Services Department.

The COV workers’ compensation program covers approximately 120,000 employees. The
Program’s success over the years has required MCI to manage eleven subcontractors to assure
the delivery of a superior and seamless service supporting the workers’ compensation program.
The MCI knowledge and experience gained over the years will provide to the OIC a quality risk
financing program which will provide fair and equitable treatment to the State’s employees, a
high level of service to the State's Agencies, and a program that will be provided with cost
efficiencies.

In addition to the COV program, MCI provides a similar program to the Montgomery County
Self-Insurance Program in Maryland which covers all lines of property, casualty, and liability
(including workers’ compensation.) This program covers sixteen public entities and
approximately 50,000 lives for workers’ compensation.

MCI also worked in an advisory capacity with Mr. J. 8. Thompson, Risk Manager for the State of
Louisiana in designing the States’ total self-insured property, casualty and liability programs’
transition from self-administration to an outsourced program. MCi also worked with Mr. Bill
Duchac, Office of Risk Management for the State of Vermont in assessing and making
recommendations for their loss prevention programs and their managed care services
supporting the Vermont's workers’ compensation program.

Proposed Staffing Plan
The following individuals will be supporting the OIC program.

Principals Dr. Robert T. C. Cone - Project Lead
Mr. J. Monty McFadden
Mr. John C. Sullivan CSP, CFPS — Loss Control

Manager Ms. Pearl Monroe - Account Director
Support Ms. Mary Lambert — Project and Financial Analyst

Resumes of the aforementioned five individuals that identify professional and industry
certifications and degrees applicable to this project whose resumes are in Attachment B:
Mandatory Specification Checklist (2.5.1),

NOTE - Managed Care Innovations (MCI) provides the following documentation on experience
in designing and managing public entity programs. Regarding the supporting services of
actuarial service and insurance brokerage, MC/ will rely on the services of the Office of the
Insurance Commissioner's consulting actuary and an assumed refationship that the Stale has
with and insurance broker. The terms of the RFP effectively prevent MCI from subcontracting
these services. .
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Descriptions of past projects completed entailing the location of the project,
project manager name and contact information, type of project, and what the
project goals and objectives where and how they were met.

Managed Care Innovations

Project 1 — Qutsourcing of a self administered workers’ compensation program for the
Commonwealth of Virginia

Client Type: State Government and Universities

Client Name: Commonwealth of Virginia, Department of General Services, Department of
Risk Management, Workers’ Compensation Program. The Program was subsequently
moved to Administration under the Department of Human Resource Management.

Relevance:

The Commonwealth of Virginia (COV) outsourced the State’s Workers’ Compensation
Program in 1998. The program was administered by the Department of General Services
with a focus on the administrative cost. At that time, the COV employed approximately
120,000 employees and self administered the self insured program for five years.

The primary problems that led to the outsourcing included:

« Inability to compete with private industry. Salaries were not competitive. It was
difficult at best to hire and retain quality employees.

+ The State was captive to restricted technology processing claims on a proprietary
system.

¢ The focus was on reducing administrative expense, not loss cost.
¢ Increasing medical and indemnity cost.

Following a competitive bid selection process, Managed Care Innovations (MCI) was
selected. The emphasis of the MCI proposal was on reducing the Total Program Cost. MCi
proposed the service as the General Contractor. MCIl was not the low price bidder.

The MCI proposal focused on the Total Program Management, not just the cost of
administering the claims. The MCI proposal addressed the procedures and quality of ALL
services required to effectively manage a claim including those services hidden in the files
as allocated charges. The proposal implemented quality assurance measures to evaluate
the total cost of loss. MCI guaranteed a reduction in loss cost subject to three conditions:
the State would require the prompt filing of accidents within ten days, State agencies would
develop a program for loss prevention that could be measured, and the State would
develop and require a Return to Work policy in each agency. This was accomplished
through a Governor’'s Executive Order (subsequently renewed three times).

To implement and promote the Program to the agencies a series of “roadshows” were
scheduled around the state. Participation included COV management, MCI and key Team
Partners. The sessions were approximately five hours in the initial meetings. In subsequent
years, MCI modified the program format to two levels of education and communication; one
session was for agency personnel new to their position; the second was an advanced
session for experienced personnel.
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MCI participates in fwo events organized by the COV. The Office of Workers’
Compensation annually sponsors “Safety Day” which is an opportunity to bring all State
Agency Safety Officers into one location. Recognition is given and a key note speaker
provides the opening of the event. Training sessions are scheduled for a variety of topics.
Loss Control Innovations is a major participant in planning and presenting the event. The
second annual training opportunity is the statewide HR Conference. Usually conducted in
the fall, agency Human Resource personnel from all agencies attend for policy updates and
training. The MC! Team provides training for a number of sessions on claims, loss control
and return to work opportunities. Because of the high interest by State personnel in
workers’ compensation, the Office of Workers' Compensation for the last several years has
added an extra day onto the conference exclusively for workers’ compensation training. To
accommodate the varying levels of HR personnel attending we have branded the session
as Workers’ Comp 101 and Workers Comp 102 for the advanced personnel.

CLAIMS - The greatest challenge was creating a new culture. A criterion of outsourcing
was that the MCI Program would hire the existing staff. This was misinterpreted by the staff
as guaranteed jobs and business as usual. The role of the MCI Team Members was to
provide the necessary resources, training and support to assist the fransitioned employees
in meeting the MC! Program standards. It is important to note that the transition required

. the development of a new cuiture for the Program. A new level of individual and corporate
accountability was introduced and measured. Emphasis was placed on compliance with
the Program’s procedures, customer responsiveness and individual performance and
results. MCI instituted along with the Commonwealth a process for self auditing external
quality assurance reviews.

Of particular significance were the development of very defined and specific procedures
and the training of the procedures. Once staff had a clear understanding of procedures and
knew they would be held accountable to meet the procedure requirements progress was
recoghized.

An important advancement in the MCI Program was the addition of a dedicated MCI
account director. This position has authority for decision making regarding compliance
issues, procedures, operational issues and serves as the individual with primary
responsibility to interact with the State’s contract administrator. The position is responsible
for the monthly quality assurance meetings with individual Team Partners. These meetings
serve as an opportunity to recognize accomplishments, review activity and performance,
identify opportunities for improvement, and review the status of projects.

LOSS PREVENTION - The COV included loss prevention as a part of the initial and
subsequent RFPs. The COV provides this as a service to assist agencies but is not
responsible for the policies and procedures of the agencies. The core program includes:

¢ Snapshot surveys - A review of workers’ compensation loss control programs and
activity at an agency facility with recommendations for improvement. The emphasis
is on compliance with VA Occupational Safety and Health regulations as well as
implementation of “best practices” including self-inspection routines, safety
committees, employee safety training, return-to-work plans, injury investigations and
injury trend analysis and vehicle fleet safety.

¢ Incident investigations — The LCI staff will assist agency personnel with incident
investigations upon request or when an injury involves multiple workers. Other
criteria can also generate a request for assistance from the Office of Workers’
Compensation for an incident investigation.
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» Claims trend analysis — Periodically, LC! consultants review the COV workers’
compensation claims activity for a specific time frame, usually three fiscal years.
The goal is to analyze the activity for identifiable trends which can then be used as a
basis for developing new loss control strategies and training to address high-
frequency and/or high-severity claims trends.

« Safety/loss control consulting — Agencies can request the assistance of a loss
control consultant to help solve a safety problem, evaluate an exposure or hazard
and recommend controls or to develop a plan to address hazards presented by a
new exposure or activity.

¢ Scheduled loss control training — The consultants deliver safety training classes
throughout the year in strategic geographic locations to reduce travel on the part of
students. The classes cover a wide range of topics including 10 and 30-hour OSHA
Outreach training, VOSH/OSHA topics, safety strategies for the most frequent and
expensive types of injuries, and safety officer skills and techniques.

« Safety training by request — LCI consultants will assist state agencies in
developing new or modified safety training programs upon request. Some agencies
do not have the resources to develop new training programs and the loss control
consultants will assist them in identifying and evaluating the training required and
then develop training aids and supporting materials to deliver in a train-the-trainer
environment.

A library of LCl customized articles to assist agency safety representatives with readily
accessible information is posted on the website at www.COVWC.com; click on “Loss
Control” http://iwww.covwe.com/lcarticles/index.php.

Financial Savings - Measured on a cash flow basis using the model developed by the
COV’s consulting actuary, William M. Mercer.

Worker's Compensation 11 Year Total Cost Avoidance - $200,943,262
1999-2009
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Customer Satisfaction Survey - Annually the COV conducts a Customer Satisfaction
Survey. The survey is electronically distributed to over 500 State Agency workers’
compensation representatives. The number of surveys returned usually exceeds 70%.
The survey is an important measure of perception and performance and a significant
tool for MCI's continuous improvement process. The survey instrument measures the
frequency of contact, timeliness of agency communication, accuracy of information,
explanations, the courtesy of the MCI representative, timeliness of payments, and
overall satisfaction.

Results are analyzed by category and reviewed with the MCI Team Partners and client
to identify opportunities to for improvement and shared with staff to emphasize the
areas where customer satisfaction is good can be improved. Action items are
identified and implemented.

Workers' Compensation Overal Customer Satisfaction Scores
2000-2009

7.8

FY 00 Fyo1 FY 02 FY04 FY Q5 FY 06 FY 07 FY 08 FY 09

The following presents the five year frequency and incurred values of claims from FY03
through FY 07 as well as the annual percent reductions in average claims cost for the
Commonwealth. Over the five year period, average claims cost decreased 40%.

Frequency of injuries Incurred Cost per claim
Costs Cost Per Claim Decrease
FY 2003 10,255 FY 2003 $3,921 /claim
FY 2004 10,582 FY 2004 $3,194 /claim 18.5%
FY 2005 9,792 FY 2005 $2,809 /claim 12.1%
FY 2006 10,429 FY 2006 $2,724 fclaim 3.0%
FY 2007 9,740 FY 2007 $2,352 /claim 13.7%

Incentive / penalty provision:

MCI has an incentive/penalty clause with the program. The plan is based on the actual
dollars saved and the customer satisfaction survey. The savings is formula based and

as determined by the State’ actuary. The customer survey is sent to agency workers'
compensation representatives only and is not a survey of injured workers. The program
has achieved the maximum incentive every year since inception. Details of the
incentive plan are available upon request.
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Lines of Coverage Serviced: workers’ compensation / loss prevention
TPA — Frank Gates Service Company (Avizent Risk Services)
Prime contractor or subcontractor:

Managed Care Innovations as the General Contractor assembled a Team of
subcontractors that included : The TPA, medical bill adjudication including the PPO,
field and vocational management services, surveillance, a pharmacy network, IME/FCE
services, diagnostic services, loss prevention, claims and payroll audits, transportation
and translation services.

Subsequent contract awards have added the services of a project manager to provide
training on the State’s distance learning system. MCI writes the training program and
provides the resource to provide the voice over for the programs and a liaison between
the workers’ compensation program and the State’s disability retirement program to
assure proper integration.

Project Dates:
MCl's first contract began FY 1998. MC! is now in its third five year contract.
Work Performed:

MCI performs General Contract Management and provides the Account Director for the
program. in the past twelve years, MCI has operated under three contracts. In that
time, MCI has had to implement non compliance and replacement of a subcontractor on
three occasions. In each case an action plan for improvement and a cure period was
implemented to meet contract compliance. When the subcontractor could not meet
required performance standards, MCI had to replace the vendor with a service provider
that could meet the standards and the cost had to be neutral.

Current Contract COV Team Partners:
Avizent Risk Services (formerly Frank Gates Service Company):

For the COV, the constant has been the Frank Gates Service Company, subsequently
acquired by the venture capital group, KRG. The company operates as Avizent. Steady
performance has been recognized but recent activity has demonstrated an extremely
high turnover at the senior management level. In a period of three years the company
has had 3 CEOQs, 3 CFO’s, 3 IT managers, and most recently a change in the Executive
VP of National Client Services.

Concurrently with these changes we have seen an inability to manage IT projects,
specifically the move to an improved imaged environment which was proposed to be in
place by January 2008 and is yet to be installed. This failure has created unnecessary
work being placed on the claim staff.

M Hayes and Associates: Medical and Vocation Rehabilitation Services

Sedgwick CMS: Medical Bill adjudication and PPO and Prevailing Community Rate
support. Sedgwick CMS replaced CorVel Corporation as the provider of Medical Bill
'Adjudication and PPO Network provider in the contract effective 7/1/08. CorVel was not
capable of defending reductions to out of network providers. The savings rate
increased in the first year of service from approximately 19.5% to 38% using the
Sedgwick CMS program.
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Advantage Surveillance: Advantage has provided surveillance and field investigation
services to the MCI/COV program for all three contracts.

First Script. Pharmacy Benefit Management Services

MedEval — a regicnal IME/FCE service provider

MedFocus: Diagnostic services

PMSI: Transportation, Home Health Care, and Translation services
Central Virginia Audit Services: Payroll and classification sérvices

Loss Conirol Innovations: Loss Control and Safety Services

Reference:

Kristie McClaren

Director, Workers' Compensation Services
Commonwealth of Virginia

101 N. 14th Street, 8th Floor

Richmond, VA 23219

Phone: 804- 786-0362

Email: kristie.mcclaren@dhrm.virginia.qov
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Project 2 Montgomery
County Self-Insurance Program

Client Type: County Managed (iwo) Municipal Pools: 1) workers' compensation and 2)
liability/property; Sixteen local municipalities make up the two self insured pools.

Lines of Coverage Serviced:

Workers’ compensation, liability and property and all ancillary support services
Managed Care Innovations — General Contractor

Subcontractors to MCI

» First Script Rx — Pharmacy network and durable medical equipment (DME)

* Progressive Medical — Durable medical equipment (DME)

s (allagher Bassett Services — TPA and medical bill adjudication

* M Hayes & Associates — TCM and bill audit services

« OneNet PPO Network — OCCUNET, an Occupational Preferred Provider Network

+ Restore Rehabilitation — Field and medical vocational rehabilitation services

» Eckman/Freeman — Field and medical vocational rehabilitation services (out of area)
¢ Med Eval and CT Medical — Independent medical exams and functional capacity exams
+ Expert Medical Opinion - Diagnostic evaluations

« Advantage Surveillance, Titan Investigations, Detect Inc. — surveillance

s Cotter, Neimeier & Lynch — Property claim appraisal service

s PDA - Appraisals for liability

s Loss Control innovations

Project Dates:
2007 — present; procurement - seven year contract
Work Performed:

Managed Care Innovations was awarded the contract which was effective July 1, 2007. The
program was awarded to CorVel in 2005. CorVel's contract was cancelled after 24 months.
An extra challenge of the transition was that the program would now experience three
different TPAs in four years. A significant issue surrounded the integrity and availability of
the data from CorVel, the former TPA, and a demoralized staff that transitioned from
another TPA two years earlier. The emotional impact to the employee can be serious
involving benefits, retirement plans, vacation time, learning new systems, and change by
and of itself. As the transition period was less than two months from the date of the
contract award, an interim office was established in temporary quarters. {n coordination
with risk management, the program priorities were developed.

MANAGED CARE INNOVATIONS .. .. .. TOTAL PROGRAM MANAGEMENT



A communication plan to the new staff employees and MCSIP Program Members was
established. MCI met with Program Members to communicate the changes. Additionally,
MCI owns and designed and manages the Program website for support of the Program
Member use (www.MCSIP.org ).

The previous program did not have member procedures. The significance of this is the
different unions and contracts in place regarding employee benefits. Many agreements
have provisions for continued compensation for participation in PPO networks and modified
duty. MCI's account manager worked with the individual Program Members to capture the

needed information to meet their unique requirements.

The account director also worked with Gallagher Bassett to establish and train on the MCI

program procedures.

The account director assumed a more active role than anticipated due to the inexperience
of the claim manager. Against MCI's advice the TPA placed a new, inexperienced manager
on the program, from another jurisdiction with only workers’ compensation experience (no
liability or property). After four months, MCI issued a non compliance letter to the TPA.

The program is now operating with its third TPA manager who has the experience and

ability to manage the claim staff and MCI has lifted the compliance letter.

MCI and risk management have implemented a strategic planning initiative. A facilitator was
hired to assist with the process. As a result a Program Mission Statement was developed,
the branding of the program is evolving with a new logo and image, and seven strategic

initiatives were developed to improve service and reduce cost.

Actual/Projected Cost Savings to the Client:
FY 2009 Savings

Total program savings were $9,940,534.The top drivers were $7,215,456 with Maryland

Fee Schedule, $1,365,526 with TCM, and $828,545 with One Net PPO.

First Script overall savings when compared to 2006-2007 improved by $83,733.20 or 4.7%.

Total program savings were $315,980.39. First Script’s corporate objective is a 75%

penetration rate. MCSIP's penetration rate of 90% is one of the highest for First Script.
MCI continues to look for additional savings and encourage mail order usage. MCI has
also established procedures for First Script to re-price items that were filled outside of the

network.

There were 21,509 medical encounters processed by One Net, 1,563 were related to
hospital facilities. Original hospital charges of $3,175,734 were reduced to $2,782,957 for

savings of $392,776 or 12%.

1

Auto Liabiity 1020 1,335,173.06 ,

Auto Physical

Dornece 1029 1,128,100.08 29,085| 6841961931 2,362.40

General Liabllity 809 716,033.70 107,860 | 394,488,769 3,65745
| Property - 153 69313731 14677 | 170,908,561.03 11,644 65

WCHndemrity 1398 16,026,069.97 120,124 "883'716'485'3 15,68143

WC-Medical 2547 828.208.77 2518 235324 | 14323599569 60868
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Reference:

Terry Fleming

Chief, Division of Risk Management

Montgomery County Government

Department of Finance

101 Monroe Street

Rockville, MD 20850

Phone: 240-777-8911

Email: terry.fleming@montgomerycountymd.qov
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~ Loss Control iInnovations (LCl)

Loss Control Innovations was established in 2001 as a division of Managed Care
Innovations (MCI). LCl is a loss prevention consulting and training firm that provides
strategic solutions to organizations by providing the following services:

1. Assessment and benchmarking of loss prevention programs;

2. Development and implementation of loss prevention and safety training programs
designed to address issues identified in the assessment and benchmarking phase;

3. Creation of long-term plans and goals to promote optimal loss prevention strategies;

4. Ongoing management consulting to assure recommended program operates to meet
the needs of the client or adapts to changes in the organization;

5. Traditional site safety surveys, OSHA program reviews, employee safety training,
supervisor safety leadership coaching, loss prevention consulting.

Project 1 — Commonwealth of Virginia

Relevance: The COV project involves providing loss prevention consulting and training for
about 120,000 state employees.

Lines of Coverage Serviced: Workers’ compensation
Subcontractor: - Loss Prevention Services

Project Dates: 2001 — current (contract still in force)
Work Performed:

o LCI currently provides loss prevention consulting and training services for the
Commonwealth of Virginia through the Department of Human Resources
Management for a workforce of almost 100,000 employees. Two consultants are
dedicated full time to the project and the LCI Managing Partner devotes 20% of his
time to the COV project.

» L CI provides agency snapshot surveys which involve physical site surveys to
identify hazards, evaluate controls and make recommendations for improvement.

* LCI consultants also develop and deliver monthly instructor-led classroom training in
strategic locations for state employees and they develop several new training
classes annually. The staff also develops loss prevention content for use in
computer based training programs and the consultants routinely respond to specific
requests from state agencies for specialized safety training related to their
operations and unique exposures.

* The consultants are all authorized OSHA Outreach Instructors and deliver two 10-
hour and one 30-hour OSHA General Industry workshops each year. LCI
consultants perform incident investigations when requested for serious injuries or
fatalities and make recommendations to prevent any recurrence.

. LCI consultants communiéate reguiarly with state agency personnel on matters |
related to the broad practice of safety, VA Occupational Safety and Health
requirements, and solutions for safety-related problems.
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¢ The consultants also do claims analysis for each agency location visited and for the
entire program on a quarterly basis. The claims analysis also serves as a source of
information used to determine future training class topics and which agencies will be
chosen for snapshot surveys.

Actual/Projected Cost Savings to this Client:

LCl is a partner in the Total Program Management project that MCI has ih place for the
Commonwealth of Virginia and as such is partly responsible for the significant cost savings
experienced by that client.

Reference:

Ms. Kristie McClaren

Director, Office of Workers’ Compensation
Commonwealth of Virginia

Department of Human Resource Management
Office of Workers’ Compensation

101 N. 14th Street

Richmond, Virginia 23219

Phone: 804-786-0362
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Project 2 — Montgomery County Government (Montgomery County, MD)

Relevance: LCl was engaged to provide loss prevention consultative services for a
specific public safety agency that had poor workers’ compensation claims experience. The
goal was to reduce the frequency and severity of workers’ compensation claims for Fire &
Rescue Services personnel in the County. It demonstrates LCI's ability to address unique
public sector loss prevention challenges.

Lines of Coverage Serviced: Workers' compensation
Subcontractor
Project Dates: March 2005 through March 2008

Work Performed: LCI provided loss prevention consulting and training specific to
Montgomery County (MD) Fire & Rescue Services (MCFRS). A consultant performed a
comprehensive evaluation and analysis of existing safety programs and worker injury
history, developed a long-range loss prevention plan, prepared and delivered a series of
loss prevention and safety leadership training workshops for 240 MCFRS management
personnel and helped the County realize a decrease in worker injuries and associated
costs. On March 20, 2008 LCI, MCFRS and the Montgomery County Risk Management
Division were recognized with a Partnership Award at the Montgomery Best Awards
ceremony for the programs and activities designed to reduce the number and associated
cost of employee injury claims in Fire and Rescue Services.

Actual/Projected Cost Savings to this Client: As a result of these efforts, for fiscal year
2006, MCFRS experienced a reduction of 13.7 percent in the number of injuries reported
and more significantly, a reduction in overall costs of 20 percent associated with the most
severe injuries.

Reference:

Terry Fleming, Director
Montgomery County

Division of Risk Management
101 Monroe Street

Rockyville, Maryland 20850
Phone: 240- 777-8911
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Additional Considerations in Creating the OIC Workers’ Compensation Program

In the creation of the RFP for Phase I, MCI will set a design objective to assure that the best
possible program is provided by the OIC to the State agencies but not constrain the creativity of
the Proposers. This is achieved by setting overall program expectations (such as performance
standards) while allowing the responder the opportunity to determine the best option for meeting
the described service requirements. In recent years, mergers, acquisitions and contractual
relationships among the business firms serving the total claims administration area have
accelerated and the changing conditions have altered the economic behavior of the participating
firm in a manner that is not always beneficial to the customer. Disclosure in the Proposal is
critical as the OIC must be made aware of the potential consequences of a service provider
bundling products provided by subsidiaries or close contract situations.

Following this section is a September 21, 2010 letter to Mr. Jamie Fohl, Manager, Division of
Risk Management for the State of Tennessee in response to an open ended question Mr. Fohl
presented at the fall 2010 STRIMA (State Risk and Insurance Management Association)
meetings. The question asked the consequences of TPA'’s following a practice of bundling the
ancillary services that previously were provided independently of the TPA. MCI's response to
the question identifies, among other things, the economic biases resulting from TPA’s owning /
controlling ancillary service providers. The letter also addresses the adverse conseqguences on
the total workers’ compensation program cost. Also attached are the most recent issue of
Business Insurance which features an article on TPAs transparency and the practice of revenue
sharing and fees from subcontractors.

Opportunities exist in designing an RFP to share program operating risk (as opposed to the risk
associated with actual claims cost). To this end, the OIC is likely to receive a more cost effective
program which will benefit both the State and the service provider. This entails the RFP being
able to accommodate flexibility in program design while requiring adherence to standards that
makes comparison and selection an objective process. Proposers at the Phase Il level are
making a major commitment to the State, a commitment that will cover multiple years. This
condition generates risk for both the State and the successful proposer. The RFP should include
features designed to minimize the risk to both parties.

MCI’s experience in providing services under these conditions allows MCI to place significant
emphasis on the design of the RFP to reduce uncertainty and increase the probability of
successful placement of the contract for administrative claims service. To the degree that
contract risk can be mitigated through reasonable risk sharing arrangements, there will be the
opportunity to reduce administrative cost without degrading service. Risk transiates to cost, a
cost that can be partially reduced through RFP design.

Additionally, the longer the contract time period, the greater the potential for technological
erosion resulting from the contractor’s failure to upgrade with new innovations. It is difficult to
discern a contractor's appetite to make continued investment in the program’s infrastructure
without the promise of increased revenues from existing contractors.

It is important to recognize that OIC has a unique opportunity. In most cases, a proposer must
bid on an existing program requiring the assumption of thousands of open claims in an
environment that has been formed by the traditions of the past. This RFP will provide an
opportunity to participate in a new design that can accommodate the latest in knowledge,
experience and technology. The constraints of the past can be moderated if not eliminated.
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MCI was given a similar opportunity with the COV’s workers’ compensation program in 2007.
Aifter responding to the RFP issued by the COV and selected as the successful bidder pending
final negotiation, MCI was given the opportunity to redesign the program that had been
requested in the RFP and awarded to MCi. Given latitude by the COV, MCI was permitted to
direct a major redesign of the workers’ compensation program if the resuits would continue to
enhance customer service, expand cost savings and improve operating efficiencies. The
redesign included new technologies and changes based on the prior ten years of experience.
The changes did increase efficiency and reduced cost, resulting in an improvement in a
program that was already exceeding standards.

Managed Care Innovations success with the COV, as it pertains to assisting OIC in creating the
workers’ compensation RFP, included are the following activities:

1. Development and use of a detailed cost plus pricing model for establishing payment for
administrative services.

2. Introduction of loss control services designed to lever the existing COV loss prevention
personnel assets.

3. Development of a staffing adjustment model which eliminated some of the cost of risk

normally included in a price for service.

Development of an incentive / penaity model based on bottom line financial performance

and customer satisfaction surveys.

Development of a detailed procedure document, different from client service instructions,

o improve consistency, quality and measurement of the work product.

Management oversight of all MCi Team partners.

Development of a two-tiered web based claim reporting system.

Development of programs to enhance the COV agencies’ understanding and

requirements of the MC| workers’ compensation program.

9. Promotion of system self-management programs for the claims staff.

10. Promotion and development of a document management system (the imaging process
to go paperless) for the COV program.

N> > A

This is a limited list of activities that MC! has managed for enhancing the COV program. MCI's
goals and objectives are developed in conjunction with the COV and formal project
management processes are used to assure completion and delivery. The RFP issued by OIC
should set a similar cooperative environment.

In summary, MCi is pleased to have the opportunity to respond to this RFP. MCl is a tried and
proven performer and is positioned to identify the correct workers’ compensation program for
the State of West Virginia and design a creative program that will benefit the State’s employees
as well as the State’s taxpayer.

Following are the letter to Mr. Jamie Fowl State of Tennessee and the January 17, 2011
Business Insurance article entitle “TPA pay deals raise concern” referenced in this section.
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MANAGED CARE
INNOVATIONSLLC

September 21, 2011

Mr. Jamie Fohl

Manager

502 Deaderick Street
Nashville, Tennessee 37243

Re: Open Question presented at STRIMA

Dear Jamie:

Your open ended question requested information on the Bundling and Unbundling of the specialty
services required to support the TPA in the proper management of workers’ compensation claims.
There, as one would suspect, is far more than what meets the eye. As you know, less than
economically sound decisions can be made in ether the bundled or unbundled services market.
Without proper oversight, both can be equally bad. MCI believes the best opportunity to controf the
total program cost includes contractual agreements with the following specialty service providers:

Claims Management Services (TPA)
Medical Bill Adjudication

Preferred Provider Organization
Pharmacy Benefit Management Networks
Specialty Networks (e.g. physical therapy)
Medicat Bill Audit Services

Telephonic Case Management

Field Medical Case Management
Vocational Case Management
Surveillance

Independent Medical Exams

Durable Medical Equipment

Diagnostic Services

Home healthcare

Return to Work

Loss Prevention

The following issues are related to the bundled verses unbundled specialty services:

Transparency of financial information

Ownership of the specialty service provider

Preferred TPA / Specialty Provider Relationships

Control of referrals to the specialty service provider

Communication linkages between the TRPA and the specialty service providers

Gk wN =

316 West Broad Street  Richmond, Virginia 23220 Phone 804/344-0009 Fax 804/344-4443
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a. Ownership of the telephonic case management (TCM) specialty service provider by the
TPA can lead to over use of the specialty service. The issue relates to the ability of the
TPA to refer cases to the specialty service provider, essentially self-referral.

» A TPA, under a fixed fee contract, is motivated to use the least amount of resources
possible (i.e. claims adjusters). With the TPA’s ability to select the claims referred to TCM
as well as the duration of the referral, the TPA is in position fo shift workload from the
claims adjusters {an administrative cost) to the TCM subsidiary which is paid as an
allocated file expense.

* A TPA’s financial performance is enhanced by reducing its cost while the fixed fee
revenues remain unchanged.

+ The performance of the affiliate is enhanced by an increase in claim referrals, resulting in
higher profits to the TPA.

e in summary, this model opens up the opportunity for income statement enhancements
that are not fransparent to the client, resulting in higher program cost.

Preferred TPA / Specialty Provider Relationships

In this case, the TPA has entered into an exclusive arrangement with a specialty service provider.
The relationship may include a repricing arrangement with a PBM Pharmacy Program. The PBM
offers a price to the TPA and the TPA then adds a mark-up to the price. Note, such an
arrangement does not involve a rebate from the PBM to the TPA. A variant on theme is for the
PBM to make a lump sum payment to the TPA periodically, ostensibly to help the TPA cover its
cost of operations. Regardless of its form, this type of transaction adds to the client's total program
cost as the client is paying a duplicate cost. The lack of transparency allows the TPA to receive a
subsidy on the program, a subsidy financed through the account’s loss funds.

Control of referrals to the specialty service provider

This situation can occur through the natural operation of the TPA, regardless of the ownership and
contractual relations between the TPA and specialty service provider. The TPA is empowered to
refer cases to the specialty service provider with intent to reduce the workload on its staif. To the
degree this can be done (allowing higher caseloads), the TPA uses fewer resources, thereby
enhancing its profitability. The client pays for this activity through higher allocated file charges and
not receiving an offsetting reduction in administrative expenses. This process is not fransparent to
the client.

Communication linkages between the TPA and the specialty service providers

The availability of total claim information to be shared, in both directions, between the TPA and
specialty service provider is critical to the long run success of the pregram. The large national
TPA’s are reluctant to enter into such sharing arrangements and this reduces their opportunity to
take advantage of local setvice providers who are familiar with the region and have a strong
service commitment. The TPA’s preference is to use their own electronic linkages with their
proprietary providers, thereby enforcing their monopolistic approach through the exclusion of
alternative service providers. This is unnecessary and inappropriate from the client’s (State’s)
perspective. In today’s world, technology is readily available for sharing information between

independent organizations. The incremental cost of supporting the day to day electronic
interchanges is exiremely low with virtually a zero marginal cost. Some TPA's refuse to consider a
request from a client in the belief that the client will conclude there is no option. Such barriers are
guaranteed to increase the cost of the client's program.,

316 West Broad Street  Richmond, Virginia 23220 Phone 804/344-0009 Fax 804/344-4443
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Summary

An additional control element is required if all issues identified are to be addressed. However, the
imperfections identified with the TPA owning or contracting with the specialty service provider cannot
be adequately addressed to protect the client. The solution involves the following:

1.

The Client must have a Claims Procedure Manual that covers all program compaonents. This
reduces the opportunity of the TPA to place higher profit seif-interest in front of the Client's
program.

There must be a process (audits) to assure compliance with the Procedures.

There must be proper training to all involved parties so that a common understanding is achieved
with how the program operates.

As the TPA is the decision maker, carefully scrutiny is required to assure the TPA’s decisions are
in support of the objectives of the totai program. To ignore this is to ignore that the TPA is a profit
maximizing organization.

An organization experienced in overseeing the entire process is required (General Contractor).
This service can be provided by the client or an independent organization. The audit function is
critical to assure the procedures are followed explicitly. If this does not occur, then one should
expect for suboptimal decisions to be made.

Consideration, perhaps as a pricing option, for a fixed fee for certain specialty services should be
made. For example, the State could request an optional price quote where TCM, FCM and VCM
would be provided on a fixed volume basis. The management obligation of a general contractor or
the State would be to assure that the most productive cases are directed to these specialized
resources.

| hope this information helps clarify what is complex issue. Feel free to give me a call if you would like
to discuss the issues addressed in this letter.

Thanks for the great STRIMA Conference.

Sincerely:

Robert T. C. Cone

CC:

J. Monty McFadden

316 West Broad Street  Richmond, Virginia 23220 Phone 804/344-0009 Fax 804/344-4443
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TPAs: Pay deals with workers comp vendors raise buyer concerns
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2.4.1 Goal/Objective 1:

To find an Enterprise Risk Management consultant to assist the OIC in formulating an
optimal program for addressing West Virginia State Agency Workers' Compensation
coverage options. The consultant will be able to fully identify and analyze the unique loss
exposures associated with West Virginia State Agency Workers' Compensation. To
assist the OIC in both examination and selection of the most appropriate risk
management and risk financing techniques, including risk transfer with appropriate risk
retention; purchasing group formation; as well as any others that may be of benefit to the
State. Finally, to assist the OIC in selecting and implementing a monitoring program(s)
for the selected risk management technique(s) and recommending how to revise the
same as necessary.

Vendor Response:

The RFP clearly distinguishes the request for not just a Consultant but an Enterprise Risk
Management Consultant to assist the OIC in the development of a program to address the
State’s needs. MCI employs Enterprise Risk Management (ERM) as both a consultant and
Program Manager. We recognize ERM as a risk-based approach for the strategic design,
implementation and management of a Project and/or Claims Program. The concept reinforces
the methods and processes to align risks with program goals and objectives. We believe this
practice improves communication and decision making, minimizes the unexpected, improves
efficiency, and provides credibility to the organization.

The following diagram presents an overview of the risk sharing functions available o the State.
Managed Care Innovations (MCI) believes that this framework includes the broad division of
models that can be used to support West Virginia’s workers’ compensation program. It is
unlikely that all of these options warrant extensive investigation. As part of the duties of the
State’s consultant, MCI believes that some of these options can be set aside without incurring
costly analysis. The objective is to focus energy in the areas likely to be the most productive.
The proposal that follows is divided into two components; first, an overview of the risk sharing
models; and second a more detailed analysis of the paradigms included in the various risk
financing models.

It is MClI's objectives to complete a review of these models as they would apply to West Virginia
and then make a recommendation as to the form of the West Virginia risk financing model that
should be used for the workers’ compensation program. A general description of the risk
financing models follows:

SELF-INSURED (SI) | | COMBINATIONS OF SIAND! | | FULLY INSURED (I)
EXCESS INSURANCE NON-DEDUCTIBLE

CAPTIVE INSURER (own, rent) DEDUCTABLE

FRONTING INSURER REINSURANCE

MANAGED CARE INNOVATIONS . ..... TOTAL PROGRAM MANAGEMENT
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Self-Insurance vs. Insurance

The extreme options are self-explanatory. Under the Self-Insured Model (SI), all risk of loss is
assumed by the State. At the opposite end of the continuum, the program is fully insured where
an Insurer (l) is paid to assume the liability of the program. A wide range of combinations of S!
and i fall in between the extremes. Attributes of the SI model include the ability to customize all
components of the program to meet the needs of the State. Under a pure Insurance model, the
amount of customization will be limited by the policies established by the insurer.

Determination of Sl or | as the preferred model can be assisted with a statistical evaluation of
the loss history. Assuming normal distributions of losses, the larger the number of employees,
the greater the amount of risk diversification, a situation that argues for the State’s workers’
compensation program to include all State employees. An analysis of the loss data by a
competent consultant can quantify the residual risk (that risk that cannot be adequately
diversified through a closed risk pool) taken by the State if it should chose to self-insure the
program. The formation of a recommendation for the Insurance vs. S| model will include a
summary of the practices of other State government practices.

The primary function of an insurance company is to assume the risk that the State desires to
avoid. The premium charged by the insurer wili include estimated loss cost, allocated and
unallocated expenses and profit (which may be negative dependent upon the investment
income potential). While in today’s market the investment income potential is small due to
depressed interest rates, historically this has been a meaningful source of income to the
insurance companies. As expected, this past earning potential has also been a major motive for
an employer to shift to Sl programs. MCI is not in the business of forecasting interest rates and
investment yields, but return to some form of economic normalcy will result in higher investment
yields and with this, greater benefits from the S| model. An additional reason for the Sl approach
is the ability to have a customized program for the State.

Should the State desire not to assume all of the risk of variability of losses, there are a variety of
vehicles available for transferring the cost of risk to another party. The options listed in the
Continuum are vehicles for shifting the cost of the uncertainty (risk) away from the State.

Excess Insurance

Excess insurance for workers’ compensation is generally available to support Sl programs. The
coverage can be designed to cover specific risk retention levels per claim to insure that losses
per claim in excess of a stated amount will have the incremental loss cost assumed by the
excess insurer. In addition, an excess insurance policy can be written to cover losses in the
aggregate above an agreed upon amount. Excess policies are written to cover accidents within
a plan or policy year, likely to be the fiscal year for the State. The markets for excess insurance
can be quite volatile and during capital restricted times, the premiums can become expensive
and it is possible for the insurer to simple refuse to write the coverage. The State’s propensity to
retain risk vs. pay to transfer risk will play a key role in determining if excess insurance is
required in Sl program.

MANAGED CARE INNOVATIONS . ..... ToTaL PROGRAM MANAGEMENT
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Captive Insurer

A Captive Insurer refers to an insurance company that is licensed under special provisions of a
state’s insurance code or in an off shore location such as Bermuda or Vermont. Generally, the
regulatory conditions are less burdensome on the captive, thereby reducing the cost of
operation. The captive can be owned by the employer and used to assume the risk transferred
from the employer (State). The State can elect to enter a shared ownership arrangement or
simply use an existing captive with no ownership. In conjunction with a Sl program, the State
would select the amount of risk to be transferred to the captive.

Fronting Insurer

Fronting Insurers are established to serve an employer that desires to retain the advantages of
S| programs by paying all of the cost to a “front” company that serves as an entree to a licensed
commercial insurance company. The fronting company generally has minimal capital and relies
on the licensed insurance company to serve as the ultimate risk bearer. The Fronting Model is
generally more appropriate for smaller employers.

Fully Insured

The use of an insurer to assume the risk of the State’s workers’ compensation program does
transfer the risk from the State, but as stated above, the State’s exposure due to its size is well
diversified already. An assessment should be made on this option but the probability of
significant benefits to be gained is minimal. As the State is transferring its risk to the carrier, the
State will give up its autonomy in customizing its program to fit its unique needs. An evaluation
of the losses likely to occur with the depersonalized must be assessed against the cost and
benefits of structuring a program unique to the West Virginia needs.

This model can be altered to allow the State to assume some of the program risk. The
introduction of a high deductible plan removes the first doliar coverage liability from the carrier, a
factor that will reduce the premiums. Offsetting this will be the insurer’s desire to maintain
control of the administrative processes of the program. The insurer may elect to reinsure part of
the risk (if all of the risk is reinsured, the insurer becomes a “fronting program”. Again, the
reinsurance arrangements can place additional requirements on the administration of the
program.

ADMINISTRATIVE MODELS

A clear opportunity exists in the administration of the Sl workers' compensation program for a
large employer such as the State. The size of the West Virginia allows the introduction of
programs designed to meet the State's needs and best interest and gain the important scalar
economies which assures the achievement of cost economies as well as the benefit of focusing
business to a specialty provider who can then justify the investment in specialty programs,
training and management to assure the State receives the best possible product.
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B . ADMINISTRATIVE MODELS
|  SELFINSURED | | COMBINATIONS OF SIANDI | |  FULLY INSURED
SELF-ADMINISTERED SELF-ADMINISTERED [ INSURER
OUTSOURCED OUTSOURCED

The State should anticipate that if operating under a full insured model, it is unlikely that an
insurer will allow the State to administer its own claims and consequently the ability to
customize the program to meet the State’s needs will be limited.

Self -Administration

While self-administration of the self-insured worker's compensation program is possible, prior to
following this path, the following factors must be evaiuated in making a decision to go in this
direction.
» Staffing including an assessment of the States’ HR policies, flexibility in salaries, training
capabilities and availability of qualified staff.
« Computer systems including the ability to customize, support and accessibility to all
claims and claims related personnel, ad hoc reporting features, financial integrity.
s Personne! and financial resources necessary to assure the program advances as new
technologies are introduced.
+ Modification capability to meet the changing program needs.
Claim reporting capability (web, telephonic, fax)
o A Self-Administered Program involves the State assuming the direct responsibility of
managing its claims. Some of the factors that need to be considered in this decision are:
Fiscal integrity of the program assuring compliance with typical SAS70 requirements.
Adherence to the workers’ compensation laws which may conflict with possible political
agendas on specific cases.
¢ Quality assurance, an issue with both external and seif-administration of the program.
This can place a demand on internal resources that may not be available or have the
required expertise.
« Complete documentation of the program, inciuding all ancillary services required for a
complete program.
Management / coordination of service with all ancillary service providers
Regulatory compliance with State and Federal mandates.
Storage and access to documents.
Funding of the losses for medical, indemnity and expense payments as well as payment.
System access by state agencies with security.
Staffing during times of personnel shortages, either permanent or temporary outages.
Disaster recovery capability.

In stage one which is in preparation of a service RFP, all of these issues should be addressed in
making a decision to determine the administration of the program.
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27

Outsourced Administration

Assuming the State desires to operate a program that will minimize the total program cost, a
determination must be made of all of the program components that must be included. The
objective should be to focus on total program cost, not simply administrative cost. The following
is a brief list of possible components that could be included in the outsourced administration of
the self-insured program (this list is not all inclusive and it may be reasonable not to offer all of
these services):

TPA services

Types of claim reporting

Telephonic case management

Field Medical Case Management

Vocational case management

Loss prevention services (while this may be already provided, there is a real need to
have this service coordinated with the workers' compensation claims management
program, such as immediate inspection of some accident sites.

OSHA compliance if required and even if not required, some form of compliance may be
desirable.

Provider networks

Pharmacy network

Diagnostic Services

Physical Therapy networks along with UR capability

Durable medical Equipment

Life care planning

Independent Medical Exams

Functional capacity evaluations

Home healthcare services

In addition to all of these services, the question of how all of these services will be managed
must be addressed. The State must make a determination of the degree of separation that is
required between the TPA, which typically is the agency responsible for ordering the support
services, and the financial separation and independence of the service providers from the TPA.

RISK FINANCING

As an economic variable, the establishment of premiums that are ultimately paid by the State
Agencies can be an important variable in influencing the behavior of the Agency regarding the
workers' compensation program. It has been MCI’s experience with the Commonwealith of
Virginia that an agency's senior management involvement in the workers’ compensation
program is directly related to the cost of the program. Opportunities that offer reductions in
program cost are more likely to be well received if the cost reductions transfer to the agency.

Determinations in these areas will be based on interviews of key decision makers. Clearly the
choice between cash flow and incurred values is-fundamental. For private sector employers,
cash flow financing is simply not acceptable. However, for public sector accounts, a great deal
of latitude and flexibility is available, the ultimate reason being the general taxing powers of the
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government. Schedule rating is a methodology that provides rewards for certain behavior,
where the behavior is expected to generate positive results. For example, an agency that
complies with specified loss prevention training or procedures is given an upfront credit on the
premium cost. There is no guaranty that the altered behavior will generate the expected results.
Experience rating likewise establishes premiums based on the loss experience of the program
and then can filter down to the agencies that have generated the favorable outcomes.

All of these options have application under any of the risk sharing arrangements.

ERM - MEASURING PROGRESS / THE CONTINUOUS IMPROVEMENT PROCESS

Monitoring the Ongoing Program is a major value added service offered by MCI. In the role of
Total Program Management for the COV and the Montgomery County Self-Insurance Program,
MCI requires weekly / monthly reporting from the key component service providers. In monthly
quality assurance meetings, MCI will review with the service provider program performance,
new initiatives and the status on outstanding projects. The foundation for this process will be a
Procedure Manual that will thoroughly address the entire program.

MANAGED CARE INNOVATIONS . ... .. ToTalL PROGRAM MANAGEMENT
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2.4.2 Goal/Objective 2:
To find a consultant to assist the OIC who is fully familiar with State and Federal laws

and regulations that affect Workers® Compensation coverage for the State of West
Virginia and its agencies.

Vendor Response:

The MCI experience in designing and managing workers’ compensation programs has
been enhanced by one of the MClI’s owner’s experience in working with the Virginia
Bureau of Insurance. Insurance regulations are designed to assure the achievement of
legislative objectives and mandates. To assure compliance with the regulations
promuigated by the OIC, it is necessary to perform reviews and audits to assure that the
standards are being met. Failure to meeting the established standards typically resuits
in a degrading of service and protection of the public interest. The experience of MCI in
providing total program management is simitar in part to the traditional “market conduct”
exams performed by insurance regulators. MCI performs this service to assure that
established service standards are met. As an obligation to our accounts, MCI requires
the subcontractors to established detailed written procedures to assure compliance.
Without this, the client (OIC) will not receive the quality program expected.

For example, in reviewing the “Standards for Self Insured Claims audits, a document
that should serve as a basic ouiline for a claims procedure manual, the following are
noted:

1. A 4 requires written policies, general standards and procedures, in MCl's
estimate, a fundamental for a service provider.

2. B 1 addresses the recording and resolution of complaints. From MCl's
management view, the OIC Workers’ Compensation Program should have not
only this, but a requirement of recording all incidents as this is used to determine
if an incident is truly random or is there a pattern developing that could lead to a
bigger problem. Interestingly, this is typically a SAS 70 requirement but MCI has
discovered that it is not always followed at the level MCI expects.

3. C addresses Claims and includes a variety of items that cover claims practices
and standards.

Rule 1 provides an excellent example of claims standards that must be met. Failure to
meet these standards is clearly a service deficiency and may initially cause an injured
worker to not be treated as required by law which may resuit in penalizing the
employee’s workers’ compensation benefits, an action that is likely to cost more in the
long run.

The OIC has requirements regarding the use of EDI for providing important claim and
payment information. This must be done timely and accurately. The general purpose of
EDI is to operate with greater efficiency and economy. In this capacity, MCI has been a
lead partner with the Virginia Workers’ Compensation Commission in transitioning from
a paper as a means of sharing information to the world of EDI for the submission of
required information.
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Rule 20 addresses Medical Management and provides guidelines to assist in assuring
the needed services are provided to an injured worker. Too often today the legacy
processes of the employee health insurance industry burdens the delivery of medical
benefits to injured workers. Health insurers generally focus on minimizing health
insurance cost with no regard to the cost of the disability period. An injured worker may
be far better off with the timely delivery of medical care rather than simply waiting for a
“miracle” recovery.

Regarding loss prevention services, the West Virginia State Employees fall under the

Federal OSHA program. MCI is thoroughly familiar with the OSHA requirements and
provides services on a regular basis that meets the OSHA requirements.
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2.4.3 Goal/Objective 3.

To find a consultant to assist the OIC who can analyze previous and on-going State
Agency Workers' Compensation program performance and provide written
recommendations including pre-and-post loss goals; loss prevention, reduction, and
mitigation strategies, etc.

Vendor Response:

Thirteen years of experience in managing the Commonwealth of Virginia’s workers’
compensation programs has provided a vast array of experiences that will assist MCl in
supporting OIC’s development of an RFP that will best meet the needs of the State. MCI had
intended on partnering with a consulting actuary to assess the various risk financing options
developed from a statistical and actuarial analysis of the historic data held by Brickstreet.
Clarification of the RFP stated that OIC desires the Proposer to plan on using the OIC’s
consulting actuary. MCI will be dependent upon the quality and timeiiness of the work product of
the consulting actuary. The consulting actuary will be required to provide recommendations on
premium allocation methodologies and amounts which include retrospective and prospective
models for allocating cost, including deductable models. Based on the analysis of loss history
and assessment of the State’s appetite for accepting risk, MCI will be prepared to make
recommendations on the use excess, insurance or reinsurance if the data indicate that the
coverage is appropriate.

In Phase |, information regarding the major program users (State Agencies) must be interviewed
to determine the processes currently used under Brickstreet The review process is to assess
the present environment to determine what additional services and or changes in present
services is required to improve program effectiveness. This review, if available, should also
include with key individuals on the Brickstreet claims staff

Simultaneously, MCI will review the state of the loss prevention services used at each agency
and will gain an understanding of the resources the Agency has available for loss prevention
programs. Loss Prevention Programs promise major cost containment success.

A DETAILED IMPLEMENTATION PLAN AND TIMELINE IS INCLUDED IN ATTACHMENT B:
MANDATORY SPECIFICATION CHECKLIST (2.5.3).
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2.4.4 Goal/Objective 4:

To find a consuitant to assist the OIC who can compare and conirast State Agency
Workers' Compensation plan risk financing options and assist in the selection of the
most appropriate technique(s).

Vendor Response:

Please refer to Page 18: 2.4.1 Goal/Objective 1. The MCI proposal outlined the multiple
options to be explored and evaluated. It is unlikely that all of these options warrant extensive
investigation. As part of the duties of the OIC’s consultant, MCI believes that some of these
options can be set aside without incurring costly analysis. The objective is to focus energy in the
areas likely to be the most productive. The proposal is divided into two components; first, an
overview of the risk sharing models; and second a more detailed analysis of the paradigms
included in the various risk financing models. The OIC’s consulting actuary will be a key
component of the MCI team in completing this task.

It is MCI's objective to complete a review of these models as they would apply to West Virginia

and then make a recommendation as to the risk financing model that most appropriately suits
the needs of the West Virginia government and OIC for the workers’ compensation program.
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2.4.5 Goal/Objective 5:

To find a consultant to assist the OIC in selecting, establishing, administering and
evaluating value-added services such as Premium Auditing, Claims Administration, or
Return to Work Programs.

Vendor Response:

MCI, in the roie of the General Contractor for workers’ compensation, provides a turnkey
solution for administering a self-insured workers’ compensation program that can contain an
insured component. The Commonwealth of Virginia or the Montgomery County Self-Insured
Program provides excelient examples of the application of this service.

In preparation for submitting a proposal for such an opportunity, MC! will perform an
assessment of the needs of the client. With this information, MCI identifies the component
services that are required to support the program. For each of the components, MCI will develop
a requirements list and a list of possible service providers. Telephone interviews are held with
the prospective service providers and based on the findings, a subset of these organizations will
be asked to make a formal presentation of their services. In essence, the organization is
responding to a request for information from MCi. MC! will have a standard questionnaire for
collecting results and the information collected will be used in making a final decision. After
checking references and reviewing resuits, MCI will reach a decision as to the service provider
that best meets the need of the MCI prospective client. MCI will present a preliminary contract
with the preferred vender for serving as an MCI team member to serve the account. At this
point, the vender will be part of the MCI team and will become involved in developing a
response to the forthcoming RFP.

The magnitude of the role of the individual service provider will depend upon the level and
intensity of the review of the service provider's capability and management’s appetite to devote
the resources to a customized program. The following is a list of the types of service providers
that typically are included in an MCI program.

Third Party Administrator
Loss Prevention Analysis and Services
Medical Biil Adjudication
Specialty medical audit services
Telephonic Case Management
Field Medical Case Management
Vocational Case Management
Medical Director Selection and Support
PPQO Network
. Surveillance
. Independent Medical Examinations
. Functional Capacity Exams
. Diagnostic Network
. Physical Therapy Network
. Payroll Classification and Audit Services
. MSA and MSA lien recoveries

CoNTOWN =

T N G G 4
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In developing the MC1 model, generally MCt will contract with only one service provider per
category. The reason is simple, MCI works with the service provider to develop a set of
comprehensive procedures, generally far more extensive than what is required in the market
place. Given the investment the vender must make in this process as well as the associated
training and the effort to assure compliance with standards, all of which add to operating cost,
MCl is willing to grant the service provider the opportunity to handle all of the business from the
MCI client. This is the quid pro quo for meeting the MCI requirements. In addition, MCI is
generally able to negotiate favorable pricing as a result of the vender’s expectation of higher
volume.

The services being requested by OIC are what typically MCI provides for its clients with the
primary difference is in the MC! model the service provider is under direct contract with MCI and
in that sense, is directly accountable to MCI. This model and our direct contract with the service
provider allows MCI to replace a poorly performing team partner without the client going through
a formal bid and procurement process.

To be discussed with OIC is the use of the consulting actuary to assist MCI in designing an
incentive / penalty program based on the programs total performance. This is a program that
would be based on total program performance and customer service satisfaction rather than on
individual measures of operation performance. The OIC with such a program can provide in
Phase Il an economic incentive for superior program performance without a reduction in the
quality of service received by the State’s agencies.
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2.4.6 Goal/Objective 6:

To find a consultant who can assist the OIC in developing needed policies and
procedures for effective administration and evaluation of the program(s) ultimately
developed.

Vendor Response:

Establishing policies requires a clear statement of program goals and objectives. MC|, as the
Total Program Manager for the Commonwealth of Virginia (COV) operates under goals and
objectives developed jointly and approved by COV. The goals must establish a wide range of
outcomes; the most obvious are financial, service related, and within the letter and spirit of the
West Virginia L.aw. The equitable treatment of employees is mandatory. These goals will be
customized to meet the needs of the State Agencies and there is the potential for some
variance as Agencies will have differing needs. The program for the State ultimately will be large
and it is required that customization within the program to accommodate specific agency needs
be available. Ultimately, the selected goals must be quantifiable and to the degree possible,
unbiased. Over the life of the program, the goals will be enhanced and modified to meet the
needs of the State.

With the establishment of the goals, the venders selected in Phase Il will be required to
established detailed procedures for all segments of the program. General industry standards
treat these requirements somewhat lightly, relegated to the category named “client instructions”.
MCI has found this standard to be inadequate. Detailed instructions are mandatory to assure
the proper management of the program. Ultimately, the complexity of the program will result in
problems, some more material than others. One must always keep in mind the financial
accountability that is required and this is best met through thorough and properly designed
procedures. In addition, there must be a process that tracks incidents where procedures were
not followed or processes did not work. The incident log becomes the device for uncovering
programs that can grow into major situations, a condition the properly managed program is
likely to avoid. These procedures should be approved by the OIC.

The procedures are the foundation for the program. This foundation serves as the basis for
training, provides the resource guide for both existing and new employees {o use when memory
proves inadequate. The procedures will be used to define the areas requiring audits designed to
detect successful operations and identify areas with problem that must be addressed. The audit
results become a critical factor used in assessing the employees’ performance. SAS 70 audits
focus on the procedures as this is the area where controls are covered and if the basic
operation does not contain sufficient controls to assure compliance, then there must be
compensating controis (perhaps a manual process) to assure that the fault is covered.

Finally, the procedure must address the contract standards that are negotiated between the
vender and the OIC. These standards are part of the real benchmarks that are used to assess
the quality of the service provided.

Programs managed by MC1 have encyclopedic procedure manuals as they are meant {o serve
as a resource to the user on how situations are to be managed. Without this, uniformity of the
~program will not be achieved and consequently, goals will be missed. Regardiess of the
program design ultimately adopted by OIC, there will be unique design features required by
QIC.
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The one exception to this is if OIC made a decision to accept a fully insured workers’
compensation program offered by a licensed insurer in which case it is an issue that requires
addressing by the insurer. Little customization should be expected with that type of model.
Where OIC uses a contractor to provide claims services and is working with State funds, it is
necessary to assure that all financial transactions follow accepted procedures. For example,
what is the process for handling stale checks and unclaimed property? The State has an
obligation to follow its own laws and regulations and cannot defer to a national company that
operates on its national policy guidelines.

The following is the Table of Contents for the Commonwealth of Virginia, MCI Claims Procedure
Manual. Development of a comprehensive Claims Procedure Manual is a critical success factor
for the West Virginia workers’ compensation program.

MCI Workers’ Compensation Procedure Manual

Table of Contents

Section 1 Employer's Accident Report Work Flow

Section 1A Visual Liquid Web Accident Report Workflow

Section 2 General and Medical Care Administration

Section 3 Three Point Contact

Section 4 Identification and Investigation of Compensable Claims

Section 4A  Recorded Statement Instructions via Avaya Telephone System
Section 5 Reserves and Payment Authority Level

Section 6 Action Plan

Section 7 Compensable Disability

Section 8 Visual Claims Studio Payment System Check Approval Process
Section 9 Referral for Field Medical and Vocational Case Management
Section 10  Medical Director Review Process

Section 11 Subrogation

Section 12  Independent Medical Examinations and Functional Capacity Evaluations
Section 13  Eliminated

Section 14  Medical Bill Adjudication
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Section 15
Section 16
Section 17
Section 18
Section 19
Section 20
Section 21
Section 22
Section 23
Section 24
Section 25
Section 26
Section 27
Section 28
Section 29
Section 30
Section 31
Section 32
Section 33
Section 34
Section 35
Section 36
Section 37

Section 38

37

Internal Fiscal Procedures

Cash Management Policies

Pharmacy Network — First Script Instructions & Sample Screens for Completion
Surveillance

Loss Control and Catastrophic Incidents

PMSI for Outside Program Services

Quality Review

Closed File Archiving Process

Confidentiality of Information

VWC Correspondence

Legal

Incident Tracking

System Update Procedures

Utilization of Office of the Attorney General for Advice
Responsibility Tab

Activation/Deactivation of COV Agencies and Sub agencies
System Generated Form Letters

Liquidated Damages

Reports from Field Consultant {o the Appropriate BC

Job Club

Affidavits for Marital Status & Continuing Education Verification for Death Claims
Eliminated

Incoming Mail & Scanning Procedures

Diaries (Automated System Generated Things to Do)
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Section 39
Section 40
Section 41
Section 42
Section 43
Section 44
Section 45
Section 46
Section 47
Section 48
Section 49
Section 50

Section 51

Referral for On-Site Field Investigation
Lost File Recreation Process
Joint Recovery without Subrogation — Anthem
Visual Reports Studio
Application Access Control Policy
Sedgwick Medical Overpayment and Duplicate Payment Policy
W-9 and 1099 Tracking Workflow Procedures
Eliminated
Office EDI Processes
Quit Return Procedures
Opening and Closing of MVS Field Files
M Hayes Management with Co-Morbid Conditions Present

Security/Badging Policy

A review of the Table of Contents of this Claims Procedure Manual provides a view of the
required steps for consistency and Total Program Management of a workers' compensation
program and gives indication to the lack of control, quality and consistency that will resuit
without such a guideline. This does not eliminate the initiatives of strong claims management,
but rather moves to assure that the promised service is delivered.
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Attachment B: Mandatory Specification Checklist

List mandatory specifications contained in Section 2.5.

2.5.1 The vendor must demonstrate that it has the training and experience necessary to
meet all the project goals and objectives listed in 2.3.

Vendor Response:

The Preambile to Attachment A provides a summary of the keys to success and results of the
workers' compensation program Managed Care Innovations (MCI) manages for the
Commanwealth of Virginia (COV). The performance of this program is a result of the years of
experience of the two MCI Principles. Bobby Cone was a Professor of Economics at the
University of Richmond and then served as the Economist for the Virginia Bureau of Insurance
for five years and ultimately joined Consolidated Healthcare, the Blue Cross Blue Shield of
Virginia holding company where he directed the Blues entry into the workers' compensation
market through the acquisition of a TPA, Trigon Administrators. Concurrently, Monty McFadden
served as a hearing officer for the Ohio Workers’ Compensation Commission and then joined
Nationwide and its affiliate company Gates McBDonald. Collectively, Monty and Bobby
orchestrated the importation of the Blue Cross Blue Shield medical managed care cost
containment services to the workers’ compensation arena and then managed the operations of
the TPA for ten years. During and following this period, Bobby and Monty were instrumental in
directing the entry of multiple Blue Cross Blue Shield Plans into the P & C market. In 1996, MCI
was formed to continue to work and promote the Blues participation in this market as well as to
introduce to the market the MCI Total Program Management model.

MCI brings to OIC a range of critical skills required to assure a strong and successful State
workers’ compensation program. The MCI experience gained through creating and managing
the COV workers’ compensation program is transferable to the West Virginia program. The
ability to maintain a focus on each component of the program allows the individual program
component parts to remain focused on their respective responsibilities. MCI has required the
team partners supporting the program to collectively assist in thoroughly documenting the
procedures to be followed. This assures the delivery of a consistent service. Further, standards
approved by the COV are established and each team partner is required to meet these
expectations. Monthly, MC! meets with each major team partner to review performance against
the preset standards, discuss successes and failures and put in place projects designed to
offset program deficiencies. An important function of this meeting is to evaluate and identify
opportunities for continuous improvement.

MCt brings to OIC an understanding and diversity of the needs of the various state agencies.
Filing claims can be made much easier for the Agency if accommodations can be made to meet
an Agency's unique needs. This in itself introduces another problem. The accuracy of the
coding of claim information is critical to the ability of those responsible for loss prevention
programs. Inaccurate coding renders data analysis questionable. What is the process of the
TPA once a claim is submitted? The State may have goals that require deviations from standard
workers’ compensation practices. For example, will the State prefer to pay medical bills on
claims up until the point of compensability determination? How will medical management be
used; on all claims or on a subset? Will the focus be on telephonic or field case management?
What resources do the Agencies contain for promoting and complying with to return to work
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(RTW) programs? What type of specific claim reporting will OIC require, such as large loss
reports or contested claims reports? The questions broaden to include loss prevention
programs. Infarmation related to these activities must be collected in the initial stage of the
project.

While the MCI model can be adapted to the OIC program in the form presently used for the
COV, it can be modified to oversee the OIC program in Phase Il as presented in this RFP. In
the latter case, MCI would serve as the OIC’s Enterprise Risk Management consultant with OIC
serving as the contractor of the service providers. While the MCl model is effective, the model
becomes more effective with increased collaborative support from OIC and its contractors.

Staff Certifications or Degrees Applicable to this Project

In Section 2.5.3 of this Attachment B are the resumes for the key individuals involved in
supporting the OIC with the staff expertise needed to properly fulfill the role of the Enterprise
Risk Management consultant. As presented in Section A, MCI has significant experience in
designing and managing the COV workers’ compensation program. In addition to Bobby Cone
and Monty McFadden, key representatives include Ms. Pearl Monroe who has total
management responsibility for the Montgomery County Self-Insurance Program and Mr. Jack
Sullivan who is responsible for the design and overall management of the Commonwealth of
Virginia's Loss Prevention Program. Jack has also directed loss prevention programs for the
Montgomery County Self-Insurance Program. The management model used by MCl is
materially different from the standard TPA approach of managing the entire program. MCI
allows for continued focus on the total program and escapes the issues being raised today
regarding TPA bundling and controlling ancillary services. (See the letter to Mr. Fohl, Manager.
Division of Risk Management State of Tennessee and the Business Insurance Article in
Attachment A: for discussions on the Bundling of Services issues.)
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2.5.2 The vendor must provide the OIC with the names and contact information
for other clients for whom the vendor has supplied the same or substantially the
same services.

Vendor Response:

Below are references with contact information for Managed Care Innovations.

Commonweaith of Virginia
(A self-insured Workers' Compensation Program covering approximately 120,000 employees)

Name: Ms. F. Kristie McClaren
Title: Director, Workers’ Compensation Services
Address: Commonwealth of Virginia

James Monroe Building, 6th Floor 101 N. 14th Sireet
Richmond, Virginia 23219
Office : 804 786-0362

E mail: kmcclaren@dhrm.state.va.us

Name: Ms. Sara Wilson
Title: Director, Department of Human Resource Management
Address: Commonwealth of Virginia

James Monroe Building, 12th Floor, 101 N. 14th Street
Richmond, Virginia 23219

Office: 804 225-2237

E mail: sara.wilson@dhrm.virginia.gqov

Montgomery County Self-Insurance Association
(A self-insured Workers' Compensation, AL, GL and Property covering approximately 55,000
employees)

Name: Mr. D. Terry Fleming
Title: Chief, Division of Risk Management
Address: Montgomery County Government

101 Monroe St. 15th Floor
Rockville, MD 20850

Phone: 240 777-8911

E Mail: terry.fleming@montgomerycountymd.qov
Name: Ms. Lissa H. Bales

Title: Claims Manager

Address: Montgomery County Government

101 Monroe St. 15th Floor
Rockville, MD 20850
Phone: 240 777-8903
E mail: lissa.bales@montgomerycountymd.gov
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State of Vermont
An evaluation of the State of Vermont’'s workers’ compensation medical cost containment and

loss prevention services programs with recommendations.

Name: Mr. William Duchac

Title: Risk Manager

Address: 2 Governor Aiken Avenue
Montpelier, Vermont 05663

Phone: 802 828-4671

E mail: bill.duchac@state.vt.us

State of Louisiana

MCI assisted the State’s Risk Manager in transitioning its self-insured self administered
property, casualty and liability programs to an out sourced program. Consultation included
design of the RFP and safeguards for the State.

Name: Mr. J. S. Thompson
Title: State Risk Director
Address: Office of Risk Management
: P. Q. Box 94095
Baton Rouge, LA 70804-9085
E mail: bud.thompson@]la.¢ov

MANAGED CARE INNOVATIONS . ..... ToTAL PROGRAM MANAGEMENT



2.5.3 The vendor must provide the OIC with a detailed defendable work-plan
demonstrating how it would address the OIC's needs as outlined in this RFP including
specific timelines, as the successful program must be up and running by September 1,
2011. The vendor should estimate how many hours it believes will be necessary to
complete the work needed from inception of the contract. The vendor should provide the
resumes, experience and training of its key staff. The vendor should prepare a proposed
timeline with a compilation of the major phases/activities to be accomplished from
inception of the consultant contract to implementation of the program, and include
proposed deliverables within the timeline.

Vendor Response:

Phase | - Work Plan Overview:

The deliverable product to QIC is a recommendation for the design, structure and financing that
will be required of the State of West Virginia's workers’ compensation program. The first step
will be the collection of financial and descriptive program information regarding the present
program. This will include financial loss information required by the Consulting Actuary (OIC) to
assess program risk (variance), claims costs with confidence levels, and propose pricing
allocation models which could include allocation by payroll or by experience rating. The data will
have to be provided by Brickstreet. Ultimately, this information will be important in determining
the level of risk sharing that will be required by the program.

Information Gathering

MCI will require information on the Agencies that will be participating in the new program which
will include sub agencies. The plan is to develop an information questionnaire that can be
distributed prior to a meeting with the agency and or sub-agency. The objectives in this step are
to determine the present processes used by the agency and determine the strengths and
weaknesses of the present claims service. An understanding of what the agency believes to be
good customer service will be documented. Also, MCI will be seeking to understand the
resources that the agencies have available to support the workers compensation program. This
will enable MCI to assure that the program design can be accommodated as well as the type of
training that will be required. In this process, a review of existing procedures will be made. From
this information, MCI will construct a service model that will be recommended to OIC. This step
is expected to be independent of the risk financing recommendation referenced above.

[ oss Prevention Information Gathering

The loss prevention assessment will begin with a review by agency of the loss information
generally found in loss runs. Assuming the data is of reasonable quality, a determination can be
made of the cost drivers influencing the large agencies. Simultaneously with the data collection
efforts of MCI, a questionnaire will be distributed prior to meeting with we agency which is
designed to capture an understanding of the current loss prevention program. Likewise this
assessment stage will also attempt to assess the quality and quantity of resources available at
the agency level that are supporting the loss prevention effort. In addition, an assessment will
be made of the support given loss prevention programs by the existing agency senior
management.
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Information Sharing

Throughout this process, MC! will hold regular update meetings with OIC to share information
and discuss the progress of the project. It is important that OIC participate so that decisions can
be made on a timely basis to prevent unproductive initiatives. The need for OIC input is critical
at the initial phases of the study as this will assure that MCl is covering OIC’s needs.

Analysis

Once zll of the information is gathered, MCI will consult with its partners and will provide a
discussion document to be shared with OIC. MCI will prepare options and seek OIC’s council as
to the direction deemed most satisfactory, Decisions will be required on risk financing as well as
the structure of the claims service model most likely to be responsive to the State’s needs.

Other Issues

There are infrastructure questions that must be identified and addresses. For example, does the
State desire the program to be offered from a dedicated office? Does the OIC have space that
can be used to operate the program? How does OIC desire the litigation associated with
workers’ compensation claims to be handled? For example, the Attorney General's Office in the
Commonwealth of Virginia has responsibility for providing legal support for the workers’
compensation program. Does OIC desire to have a separate SAS 70 audit for its program as
opposed to a TPA sponsored SAS 70 audit? As the Total Program Manager for the
Commonwealth of Virginia's workers’ compensation program, MCI is prepared to assist OIC in
identifying these issues and formulating recommendations. All of these factors are important in
determining overall program success.

RFP Phase [l Development

MCI will work with OIC and their Procurement Division regarding the structure of the Phase Il
RFP. The RFP should include the support information necessary for bidders to provide informed
Proposals, the services required, the systems and reporting capabilities, the service standards
required, the program reporting expected on a frequency expected, the quality assurance
processes to be used, the pricing and the data to support the proposed pricing and a disclosure
requirement designed to assure that all inter and intra company financial transactions are
understood and deemed neutral. The pricing introduces an interesting challenge because this is
a new program that has not achieved an equilibrium state. This is [ikely to require a per claim
methodology for initial pricing but a transition to a flat fee price as the program matures. OIC
may want to consider the establishment of an incentive program based on total program
performance and not on individual operations measures.

MCI estimates the number of hours for Phase | and Phase !l of this project to be 323 hours
among the positions of Principal, Manager and Support Staff. This is an estimate only as there
are numerous factors that can alter the time estimates, either reductions or increases.

The foliowing is a time line for performing these tasks. MCI anticipates that through discussions
with OIC, modification in the plan will be required.
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OIC WORKERS' COMPENSATION TIME SCHEDULE

ltem Participants Content Start End
OIC Introduction and Overview, MCI Introduction
and Overview, Objectives of key State Agencies
Survey, Risk Financing Options, Information and
Organization and claims data needs, Loss Prevention, EQ's, QiC's
Planning Meeting MCI, OIC, Actuary view of the WC Program in the future. 3/15/2011]3/15/2011
Acquisition of required data, analysis, aggragate
Meeting with and agency pricing, Discuss possible incentive
Consulting Actuary  |MCI, Actuary plans 3/15/2011|3/15/2011
Development of Survey to be distributed with meetings planned
Agency Survey MCI with the large agencies, 3/18/2011|3/18/2011
Distribute and Meet To determine strengths and weaknesses of
with agencies MCl  |MCI Agency Interviews|current program, resources available and needs  |3/23/2011(3/25/2011
Agency Survey Provide summary of agency needs, practices, loss
Summarized Results [MCI prevention 3/25/2011|3/30/2011
Actuary assessment Assessment of variability of outcomes and excess
and draft report Actuary, MCI insurance recommendations 3/30/201113/30/2011
Conference with
States' Insurance To discuss any need for insurance products and if
Broker MCI, Actuary itis likely to be economically reasonable 3/30/2011|3/30/2011
Draft Report of Risk
Financing
Recommendations IMCI, Actuary Working document to be discussed with OIC 3/30/2011 |4/6/2011
Discussions to include program design and RFP
requirments. This will include key areas of the
Discuss Working program regarding the location, systems
Document MCI, 0IC, Actuary availability, imaging and others A/6/2011 |4/11/2011
To include support information, program
requirements, service standards, QA
requirments, transparency requirments, support
for agency requirments {training}, evaluation
Draft RFP MCI, OIC, Procurment |process 4/11/2011 (4/18/2011
Meet to finanlize RFPIMCI, OIC,Procurement |Finalize RFP and Release 4/18/2011(4/22/2011
Proposal Assessment{MCI Review Proposals with Recommendations 5/17/2011
Contract Award QIC 6/1/2011

While the proposed timeline is aggressive, MCI believes that this can be met with timely support
from the OIC’s actuary and the State Agencies that will be involved in the data and information
gathering portion of the Project.
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Resumes

Following are the resumes for key individuals to providing OIC with consulting services to
develop and manage / monitor the State’s workers’ compensation program. The personnel
resources to support this Proposal are all employees of Managed care Innovations.

Principal
o RobertT. C. Cone
e J. Monty McFadden

+ John C. Sullivan

Manager

e Pearl Monroe

Support Staff
e Mary Lamberth
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MANAGED CARE INNOVATIONS LLC
316 West Broad Street

Richmond, VA 23220

Dr. Robert T. C. Cone / Principal and Owner
Phone/Fax: 804-344-0009 / 804-344-4443
Rcone@MClnnovations.com

EXPERIENCE

Over forty-three years in the insurance industry with experience as a regulator and in senior
management of a third party administrator. Management experience in designing, developing
and implementing claims and managed care programs tailored to WC.

WORK HISTORY

3/96 — present

1985 — 2/96

1981 - 1985

1977 - 1981

1968 - 1977
EDUCATION

Principal, Managed Care Innovations

Consult and assist third party payers with the development of managed
care strategies and serve as General Confracior to manage program
performance. Established Loss Control Innovations in 2001 to assist
employers with the identification of loss prevention strategies.

Vice President, Operations and Business Development

Trigon Administrators, Inc., Property and Casualty Division
Responsibility for Trigon Blue Cross Blue Shield's acquisition of Trigon
Administrators; development of a twenty-four Hour Benefits
Administration; creation of an exclusive provider organization EPO) for a
multi-state negotiated network for workers' compensation and liability
programs; introduction of medical management for workers'
compensation, auto and general lability programs;

Virginia State Corporation City, Dept. of Insurance

Responsible for Re-codification of the P&C Chapters of the Insurance
Code. Provided expert witness testimony on Rate of Return for WC,
Medical Malpractice and Credit Life Insurance. Served in multiple
capacities in supporting the NAIC.

University of Richmond / Professor of Economics

Taught in the areas of monetary and international economics. Served as
a consultant for public utilities, banking and insurance through the
Commissioners of Insurance, Banking and Public Utilities.

Professor of Economics/Virginia Commonwealth University

University of Kentucky / Doctor of Business Administration

Monetary and International Economics and Finance

Virginia Commonwealth University / Master of Science (Business)
Virginia Commonwealth University / Bachelor of Science (Economics)
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MANAGED CARE INNOVATIONS LLC
316 West Broad Strest

Richmond, VA 23220

J. Monty McFadden / Principal and Owner
Phone/Fax; 804-344-0009 f 804-344-4443
Mmcfadden@MCInnovations.com

EXPERIENCE

In excess of twenty-four years managing third party administrative services, designing
and directing strategies to improve performance for claims services, managed care and
loss prevention programs for self-insured and managed care programs.

WORK HISTORY
3/96 — present

1/92 — 2/96

1988-1992

1985-1988

1977-1984

19741977

EDUCATION:

Principal, Managed Care Innovations

Consult and assist third party payers with the development of
managed care strategies and serve as General Contractor to
manage program performance. Established Loss Control
Innovations in 2001 to assist employers with the identification of
loss prevention strategies.

Vice President, Marketing and Sales

Trigon Administrators, Inc. P&C Division

Shared responsibility with the Vice President of Operations for the
Property and Casualty Division and growth of the company over a
six year period of approximately 800%. Specific responsibility for
the marketing strategy, revenue and retention of business. Direct
management of the Marketing, Sales, and Loss Preveniion
division. Responsibility for product pricing, excess insurance
placement, account and contract management. Implemented new
product line for the re-pricing of medical services and managed
care.

Vice President Sales, Trigon Administrators, Inc.

Development and implementation of a plan to establish a sales
staff to stabilize client retention and increase new and existing
revenues. Increased the scope of operation from Virginia to
Maryland, North and South Carolina. ‘

Regional Marketing Director
Gates McDonald and Company, North Carolina

Regional Sales Manager
Gates McDonald and Company, Chio

Staff Hearing Officer
State of Ohio, Industrial Commission

Kent State University, Business Administration
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MANAGED CARE INNOVATIONS LLC
316 West Broad Street
Richmond, VA 23220

Pearl B Monroe / Account Director
Phone: 703/919-2102
PMonroe@MCInnovations.com

EXPERIENCE .
Over twenty-six years in the insurance industry with third party administrator experience.

Strong technical, managerial and organizational skills with a demonstrated
understanding of workers compensation and casualty claims.

Work History

5/07 — present Sr. Consultant and Account Director

10/04 — 4/07 Quality Assurance Management, Frank Gates Companies and M
Hayes & Associates. Oversight of Quality Assurance.

1084 — 5/04 Crawford & Company —

Hub Manager — Responsible for overall operations of Maryland,
Virginia, District of Columbia, North Caralina, South Carolina,
Georgia, Alabama, Tennessee and Florida. In excess of 200
employees handling national accounts and client dedicated units.
Set goals and objects to meet corporate and client objectives.

VP — Regional Manager — Covering Maine, Connecticut, New
York, New Jersey, Maryland, Virginia, District of Columbia, North
Carolina, South Carolina, Georgia, Alabama, Tennessee and
Florida. Responsible for 350 employees handling all lines for
national, client dedicated and single branch accounts.

Service Center Manager — Responsible for day-to-day operations
of the Fairfax, Virginia location. Management including financial,
human resource, client liaison and sales. Technical staff consisted
of Adjusters with oversight for large dollar losses.

Branch Manager — Clifton, New Jersey. Manger of Operations,
Claims and Health Care Management

Education

1982 BS — Business Administration
Johnson C. Smith University, Charlofte, NC
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LOSS CONTROL INNOVATIONS (a division of MCI)
316 West Broad Street

Richmond, VA 23220

John C. Sullivan CSP, CFPS

Managing Partner, Loss Control Innovations
Phone/Fax: 804-344-0009, ext. 308 / 804-344-4443
JSullivan@LClnnovations.com

Experience

Since 1978, providing safety, loss control and fire protection consultation for commercial,
industrial, governmental and institutional clients. Jack is a Certified Safety Professional (CSP),
a Certified Fried Protection Specialist (CFPS) and an Authcrized OSHA General Industry
Qutreach Instructor. Jack provides nationwide training for fire service, Highway Incident Safety,
fire and EMS. Jack alsc serves with the Virginia Dept. of Emergency Management.

Work History

2001 — present

1978 — 2001

EDUCATION

Loss Control Innovations

Loss Control Consultant for state and local governments, as well as other
Sl entities. Long Range Loss Control Plan development for the Virginia's
Department of Human Resource Management as well as safety
consulting, training, and planning for loss control services.

Loss Control Services - Chubb Group of Insurance Companies
Loss Control Consultant, Manager and Assistant Vice President in the
Philadelphia and Richmond regional offices.

B.S., Business Administration, Management, Drexel University
Certified Safety Professional (CSP);

Certified Fire Protection Specialist (CFPS)

Authorized OSHA OQutreach Instructor

PROFESSIONAL SOCIETIES & ACTIVITIES

e American Society of Safety Engineers - Past President ('97 — '98) of the Colonial Virginia
Chapter, and 1998 Safety Professional of the Year in Virginia

» National Fire Protection Association — Member, Past member of the Technical Commiitee
for Protection of Cultural Resources
Society of Fire Protection Engineers - Member
Fire Department Safety Officers Association - Member

« Virginia Department of Emergency Management — Reservist, Safety Officer, & Deputy
Director - Infrastructure Support
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Managed Care Innovations, LLC

316 West Broad Street
Richmond, VA 23220

Mary Y. Lamberth, Project Financial Analyst
Phone/Fax: 804-344-0009 / 804-344-4443
MLamberth@mcinnovations.com

Work History:
8/07 — present

1998 - 2007

1991 — 1998

Credits:

Education:

Finance Manager and Analyst, Managed Care Innovations

Statistical analysis of MCI and team partner’s key performance
indicators for client savings, work flow efficiencies and contract
compliance.

Ad hoc statistical analysis.

Assist in preparation and analysis of monthly, quarterly and annual
performance reporis to clients

Procedure development.

Responsible for all finance and accounting functions

Account Executive, Sprint PCS

Successfully managed 28 national business accounts.
Responsibilities included technical training, sales training, managing
promotions, and creating sales incentives to drive additional business.
Organized and participated in monthly and quarterly summits with
District Managers and Regional Vice Presidents of National Retailers
to discuss monthly and quarterly sales objectives and strategies.
Succeeded in meeting and exceeding monthly sales quotas on
consistent basis. Achieved Pinnacle Club status in the year 2000 and
2001 for exceeding annual sales goals by 140%. Member of the top
performing team in the country.

Project Analyst, Reynolds Metals Company

Restructured and streamlined accounting processes through
organization of work force and implementation of new technology.
ldentified procedural problems in the flow of financial information as it
affected the division and made recommendations for improvement.
Created line of communication between operating divisions and the
accounting department by providing the departments with specific
information to meet their individual needs. Improved the content and
presentation of financial reports to management.

Certified Public Accountant

Meredith College, 1991,
BS, Business Administration, Accounting Concentration
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2.5.4 The vendor must demonstrate its experience in structuring a Workers'
Compensation program for at least one State government or other similarly sized
project within the past five years.

Vendor Response;

In 1998, MCI proposed in response to an RFP issued by the Commonwealth of Virginia for the
workers’ compensation program a unique service provider model. The design incorporated the
General Contractor Model that MCI continues to use today. Two five year contracts have
renewed since the original contract was issued. During this period, the program has received
both local and National awards relating to public private partnerships.

The following are some keys fo success for this program;
1. The overall program goals must include the objectives of superior service and control of
total program cost.
2. Selection of team partners that have proven expertise in their respective areas, many
times a local service provider.
3. Selection of a TPA that has some of the following attributes:
a. An advanced claims system that allows flexibility in customization to meet a large
accounts unique needs.
b. A claims system that can be used by ancillary service providers so that there will
be a common source of claim information to all users.
c. An absolute commitment to transparency. (A high premium is placed on self
reporting of problems)
d. A system that holds employees accountable and rewards and penalizes based
on the employees performance.
e. Adherence to the MCI policy of complete documentation of procedures.
f. Arecord of accommodating changing needs and changing technologies.
g. Use of imaging technologies which promote the sharing of information.
Adherence to audit standards and practices.
Procedure documentation for the entire program.
Monthly quality assurance meetings with detailed project tracking.
Training based on the Procedure Manual.
A policy for cooperative working relationships with non-owned service providers.

ONO oA

Over the past thirteen years of providing Total Program Management for the COV program, MCI
has promoted numerous modifications to the program, changes designed to assure that our
client continuously received a state of the art and best available program. With the endorsement
and support of the COV, major modifications that were cost neutral in the program have
occurred within a contract period. The most recent material change was to move away from
telephonic case management and adopt a policy of intense referral to field medical and
vocational case management. This change has contributed to a major reduction in loss time
days. On Page 16 of this Attachment is a confidential internal study on the impact of shifting
from telephonic case management to field case management services. While the results are
very impressive, it is important to understand that these are preliminary results and more time
must transpire to gain a complete assessment of the impact of this change. MCI, as an entity
independent Total Program Manager, has no economic incentive to support an owned vender or
process other than to assure that the service provided is the best available to the customer.
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MCI’s value to the client is to identify and implement new opportunities to improve the efficiency
and results of our clients’ programs. The nature of the contractual relationship that MCI has with
the COV allows MCI, with the support of the COV, to modify programs by replacing
subcontractors who do not perform to the level required or to replace entities whose services
are no longer needed as better options have evolved. The Total Program Management model
offers advantages over the traditional public entity procurement process through increased
flexibility.

The COV account has been an exemplary public/private partnership allowing MCI latitude to
question Industry “Best Practices” and move from the so called “tried and proven”.. The
following pages provide a report prepared by an undergraduate intern in the School of Risk
Management at the University of Georgia working for MCi. The project was supervised by
Bobby Cone in the summer of 2010. The project was to analyze MCl’s shift from felephonic
case management to field case management.

The report determines the impact on duration disability periods going from telephonic case
management to field case management on lost fime claims thirty-days after a lost time claim
was reported to immediate assignment upon receipt of the lost claim to field case management.
The results were dramatic and confirmed that telephonic case management where compared to
the result of using field nurses to assist in managing cases was very ineffective. The ability of
the TPA industry today to persist in the use of telephonic case management may best be
explained in the two documents included in Attachment A on pages 18 and 21, the letter to
Jamie Fohl in the State of Tennessee on Bundled Services and the Business Insurance Article
published on January 17, 2011 entitled “TPA’s Pay Deals Raise Concerns:
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Managed Care Innovations (MCI})
Mary Cate McCue
July 22, 2010

Disability Duration Study

[. Infroduction

Purpose: To determine the duration of disability resulting from three managed care models:
telephonic case management; field case management initiated 30 days after notification of out
of work; and field case management initiated upon notification of out of work.

Overview:

MCI, for the Commonwealth of Virginia (COV) Workers’ Compensation Program, has used three
different models for managing medical care deiivered to the Commonwealth’s injured
employees.

1.

Telephonic Case Management (TCM):

Registered nurses, upon notification of a lost time claim, immediately become involved in
managing the medical services delivery to the injured worker, This requires the RN to speak
with the treating physician, the employer representative, and the injured worker. The
objectives are determining the treatment plan followed by the treating physician and
promoting the achievement of the fargeted return to work date. The treatment plan is
compared to standard industry practices, and if necessary, the RN discusses the treatment
plan with the treating physician. The Medical Director is enlisted o help if a mutually
acceptable treatment plan cannot be created. The RN monitors the case telephonically to its
conclusions. Variances from the treatment plan result in intervention in the management of
the claim.

Field Case Management- initiated 30 days after notification of out of work (FCMas):

The Benefit Coordinator (claims adjuster) is responsible for the three-point contact; the
treating physician; the employer representative; and the injured worker. Thirty days after the
injured worker becomes disabled, the case is assigned to a field medical case manager
(RN), where the case is aggressively managed to achieve an acceptable return to work
reselution. -
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3. Field Case Management-initiated upon notification of out of work (FCM,):

The field case manager performs the same services as in FCMy,, except claim assignment
is immediately following the last day of work.

Managed Care Innovations manages the Commonwealth of Virginia’s Workers’ Compensation
Program. The Commonwealth gives MCI latitude to make changes in the service delivery model
throughout the contract period, subject to the condition the change must be approved and
administratively cost neutral.

MCI, in managing the Commonwealth’'s program, used TCM as the medical managed care
model from July 1998 to February 2008. During the TCM period, MCI recognized a deficiency in
the approach; the medical case manager, at an all too frequent rate, was unable to establish
effective telephonic communication with the treating physician, the injured worker, or the
employer. As a result, material delays occurred— adversely impairing the success of the
program. All too often, communications descended to the level of faxing and mailing documents.
An effort to mitigate this problem involved the assignment of “task” field assignments, so that
face-to-face communications could take place. While an improvement, the coordination
problems associated with the approach prevented the TCM model from achieving the required
level of success.

To offset TCM's inadequacy, MCI replaced the TCM model in February 2008 with assignment to
field case management thirty days after the injured worker’s last day of work. The change
allowed for improved and timelier communications among the involved parties. The Benefit
Coordinator managed the claim’s medical component for the first 30 days.

On February 2009, MCi modified the program to allow FCM claim assignment immediately to all
lost time cases. The change was made in recognition that the Benefit Coordinators faced the
same communication limitations as TCM, compounded by their lack of specific medical
knowledge. To offset the increase caseload and the cost neutral requirement of the
Commonwealth, MCI increased management efforts to close files to FCM earlier than previously
done.

Il. Methodology

To determine the days out of work, three equal time periods are used for TCM, FCMap, and

FCM,.
a. TCM: 2/2/06-2/1/07
b. FCMaq: 2/2/08-2/1/07
c. FCMgy: 2/2/09-2/1/10

For completing the data fields required, the period under review extends five months beyond the
termination of the period used. The extension assures that no duration of disability estimates
are biased by having varying periods for TCM, FCMaz,, and FCMy .
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Visual of the dates:
TCM:
212106

2/1/07  6/30/07

FC Mgo:

2/2/08 2/1/09 6/30/09

FCMQ:
2/2/08

21710

6/30/10

This approach assures each sample is measured under identical conditions.

Qualified data contains open and closed lost time claims, including claims that are certified,
pending certified, and partial certification.

Sample selection:

1. Due to the manner claims information is presented, a manual review was required to
eliminate duplicates in the data population. The following shows the claim population
size for each time period:

Population Data:

2006 2007 | 20082009 | 20092010
920 516

2. A non-stratified sample
a. A 25% sample size
b. Claims were ordered by date of injury and every fourth claim was selected for the
sample.
c. By random selection, the sample selection began with the third claim.

Sample Data:

2006-2007 | 2008-2009 | 20092010
el s ki
230 129 189
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3. Determine the Last Day Worked immediately after the injury
4. Determine the earliest Date Returned to Work through either the Notes tab or the Quit
Return tab
a. The earliest Date Returned to Work is selected because it achieves Return to
Work status and does not consider recidivism.
b.- To create the final Return to Waork sample, the earliest date of the items listed is
selected:
RTW Full Duty
RTW Modified Duty
RTW Permanent Light Duty
Modified Duty Refused
Physician’s Release to Modified Duty
Physician’s Release to Full Duty

"0 00T

lll. Limitations

The study contains limitations.

1. The coding of the data contains some inconsistencies, and reviewing the individual claim
history manually addressed many of the inaccuracies.

2. The time frames used in the study cause limitations. The 20098-2010 (FCMy) time frame
constrains the data because i is the starting point for working backwards. All data needs
equal treatment.

3. The return to work date assumes the earliest return to work date available. In certain
cases, the injured worker may have returned to a non-work status or there may have
been no work available even though the treating physician had released the employee
for work.

4. No differentiation is made between full and modified duty releases.

5. For cost savings, the Virginia Workers’ Compensation Commission’s weekly maximum
compensation rate was used.
IV. Results

Going from TCM to FCM,, and then FCM;, the data shows a decline in mean days out of work
for the selected medical management model. The mean declines from 37.0 days per claim in
2006-2007 {(TCM) to 31.0 days per claim in 2008-2009 (FCMs;). A further decline to 21.4 days
per claim occurs in 2009-2010 (FCMy).

DATA SUMMARY AND RESULTS

= 2006-2007 2008-2009 '2_099-2;0'10

RN ~TCM | FCMs | FCMs
"._"'I?_cjjb'UI'étidn.S'i,zfe' o 920 516 756
Sample Slze 230 129 189
Mean Lost Tlme Days 37.0 31.0 214
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The selection of the measurement methodology, which truncates a certain number of open
claims, likely causes the estimated lost days within the selected time interval to be overstated.
However, there is a reason to believe that this measurement error is stable across the three
periods. If so, the first differences should not be influenced by this measurement problem.

The chart SAVINGS FROM THE SHIFT FROM TCM TO FCMs, FCM;, TO FCM, AND TCM TO
FCM, shows an increase in days saved and returning an injured worker to work. Between 2006-
2007 (TCM) and 2008-2009 (FCMj), an average of 6.0 days per claim are saved. A decline in
the mean of 16.2% occurs between 2006-2007 (TCM) and 2008-2009 (FCM3;). Between 2008-
2009 (FCMa,) and 2009-2010 (FCMo), an average of 9.6 days per claim are saved. A decline in
the mean of 31.0% occurs between 2008-2009 (FCMs;) and 2009-2010 (FCM,). Overall from
2006-2007 (TCM) to 2009-2010 (FCM,), an average of 15.6 days per claim are saved. Overall
from 2006-2007 (TCM) to 2009-2010 (FCMy), a decline in the mean of 42.2% occurs.

SAVINGS FROM THE SHIFT FROM TCM TO
FCMg, FCM3, TO

{FCMis) | 2006-2007 (TCW)

$816.0 $847.0 $895.0

$116.6 $120.1 $127.9

$699.6 $1,153.0 $1,995.2
 : TOfaldouars saved T $643.6320 $504,027 4 $1,508,401.4

*Mammum bbmpe)hsa'tio'n. ra.t'e is determined by the Virginia Workers' Compensation
Commission
**Procedure described below
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Using the maximum compensation rate determined by the Virginia Workers’ Compensation
Commission, the average daily wage is calculated. From 2006-2007 (TCM) to 2008-2009
(FCM3,) the average daily wage is $163.20; from 2008-2009 (FCMj,) to 2009-2010 (FCMg) the
average daily wage is $168.20; and from 2006-2007 (TCM) to 2009-2010 (FCMy) the average
daily wage is $179.0. By multiplying the average days saved per claim and the average daily
wage, a dollar amount saved per claim is calculated. From 2006-2007 to 2008-2009, $699.60
per claim are saved from implementing FCMs; instead of TCM. From 2008-2009 to 2009-2010,
$1,153.0 per claim are saved by implementing FCM; instead of FCMy,. Overall, $1,995.2 per
claim are saved from using FCMyinstead of TCM. By multiplying the total number of claims for
the time period, the average days saved per claim, and the average daily wage, a dollar amount
saved is calculated. From 2006-2007 to 2008-2009, $900,864.0 are saved from implementing
FCMy3, instead of TCM. From 2008-2009 to 2009-2010, $833,195.50 are saved from
implementing FCM, instead of FCM3,. Overall, $2,111,054.40 is saved from using FCM;g
instead of TCM.

V. Conclusion

The results from the Disability Duration project indicate the FCM, model is the most effective in
achieving the accelerated return to work. The movement from TCM to either form of FCM is
measurably improved and resulted in an increase in program savings in excess of $2.1 million.
This likely is a result of direct and accelerated communications between the involved parties.
The improvement resulting from moving from FCMso to FCMy is likely a result of immediate
involvement in a case, similar to industry recognition that claims reported earlier tend to provide
the best opportunity for return to work. Though FCM,; may contain higher front end cost, the
savings from returning the worker quickly back to work are high.

Also, the direct involvement of the nurse in FCM, establishes an intimacy with the injured worker
that is absent from TCM and delayed in TCM,,. This intimacy hopefully motivates the injured
worker to use “work as therapy” throughout their recovery, establishing also an advantage for
the employer who saves money by having the return of their worker.

The project required the researcher to review file notes and history to assure data accuracy.
The extensive nature of the review gave opportunity to observe the intensity level of
involvement portrayed by the RN. Simply due to the higher case volume handied by a
telephonic case manager, there is a large reduction in the opportunity for personal interaction
with the injured worker. This no doubt contributed to the improved outcomes on FCMg, and
FCM;g. The following is an example of what can be achieved through immediate interaction by
field case management.

V1. Anecdotal comment from the researcher

As files were reviewed for the Disability Duration project, a claim was reviewed for a Return to
Work date. A brother of a worker was killed in a car accident the day before the worker’s injury,
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which threatened an extended delay not only in physical recovery for the certified claim, but also
in the worker's emotional recovery. It is uncertain whether the injury was a resuit of the brother's
death, but it can be imagined the death contributed to a loss of focus at the time of the injury. A
dispatched field nurse quickly contacted the injured worker, hoping to personally console and
recommend to the injured worker the “work as therapy” ideclogy. The nurse also organized an
opportunity for emotional therapy during the worker's mourning period. Contact remained after
the early return to work date, not simply focusing on the injured worker’s physical state, but also
on the worker's emotional recovery. Not only is the nurse’s compassionate watch of the injured
worker not present in the nurse’s job description, it is greatly inhibited with TCM and delayed
with FCMao. Maybe it was the quick dispatch, or maybe it was purely a good Samaritan, but | am
assured that injured worker will never forget the helpful hand of a stranger.

Overall, FCM provides an improved opportunity to gain useful information that will assist in
achieving timely return to work. Restrictions to telephonic communication introduce more
intensive clerical activities to the telephonic case manager’s duties. The lack of personal
interaction may reduce TCM's effectiveness on the file.
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2.5.5 The vendor must demonstrate its experience in managing risk for a large deductible
plan, or a self-insured plan, for a State government or other similarly sized project within
the past five years.

Vendor Response:

MCI holds the contract with the Commonwealth for the workers’ compensation program. During
the pre-RFP period, MCI interviewed companies that were being considered for inclusion on the
MCI team. Collectively, the team under MCI’s leadership, prepared a proposal in response to
the COV's RFP. MCI prepared the Proposal and negotiated final contract terms with the COV.

Managed Care Innovations has served as the Total Program Manager for the Commonwealth of
Virginia’ workers compensation program for the past 12.5 years. The program is self-insured
with no external risk financing. With approximately 120,000 covered lives under the workers’
compensation program, the Commonwealth has determined that this population constitutes a
legitimate risk pool and any outside sharing of risk would not be a cost effective transaction.

Shown on the next page is the MCI Model used to supply the COV with the administration of the
self-insured program. Eleven companies serve as subcontractors to MCI and collectively serve
as a team operating under the MCI name. MCI requires independence of the participating
companies fo avoid the issues referenced in Attachment A, Page 18, the letter to Mr. Jamie
Fohl, Risk Manager for the State of Tennessee and the January Article in Business Insurance
(Page 21) addressing the problems of TPA and vertical integration. The model also presents the
staffing for the COV program. The program is located in a CQOV office, a decision that MCI
endorses. Each MCI team partner maintains a non-dedicated staff in their home offices to
support the infrastructure needs of the program. The introduction to Attachment A presents the
financial results of this program as measured by the Commonwealth of Virginia.

There are several key benefits to the MCI model of total program management. First, the COV
is not required to be as involved in the day to day operations of the program and this allows the
COV senior management to address issues that are more strategic in nature. MCI has a full
time Account Director located on site in the COV claims office. Reporting to this position are the
managers of the individual Team partners who in turn are responsible for their respective
services. Second, with MCI having primary responsibility for the overall program management,
this removes the obligation of the TPA to oversee the entire program and thereby allows the
TPA’s management efforts to focus on the TPA’s service commitments. This is a lesson learned
by the MCI Principals from the time they were responsibility for a large regional TPA. Finally, the
Model has given the time and opportunity for MCI and COV to concentrate on the evolving
workers’ compensation program, a true positive example of a Public-Private Partnership.

A single MCI Claims Procedure Manuatl has been created which covers all of the operations of
the program. This document is critical to the successful operation of the program. Itis
encyclopedic in nature and serves as the training document for the entire program. The
consistency and quality of this program is directly related to the thoroughness and adherence to
this document. The Table of Contents is included on Page 36 in Attachment A.

The management of the program involves a multiple of quality assurance processes. Each team
partner commits to performing a specified number of audits throughout the course of the year.
MCI requires total disclosure of results of these audits. [n addition, MCI will perform its own
quality assessment reviews as deemed necessary. The COV Director of Workers’
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Compensation Services, who is the COV's contract officer for this program, has a staff that
supports the program and also performs quality assurance audits. All of this information is
shared without restriction with MCI and the COV.

THE MCI COMMONWEALTH OF VIRGINIA MODEL

WMGI-Program Assistant
LMS) LCI Director

I | L \‘«.,‘
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Support BC
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MOC - Med Only Compensable / Assoc BC - Associate BC / SR BC - Senior Bencfit Coordinstor / LT BC-~ Lost Time BC - Benefit Coordin ator
YOO - Vocrtional / MED - On Site Medien! / LCC - Loss Centrol Consultant

The Claims Procedure Manual has been created which covers ali of the operations of the
program. This document is critical to the successful management and results of the program. It
is encyclopedic in nature and serves as the training document for the entire program. The
consistency and quality of this program is directly related to the thoroughness and adherence to
this document. The Table of Contents is included in Attachment A on Page 36.

The management of the program involves a multiple of quality assurance processes. Each team
partner comimits to performing a specified number of audits throughout the course of the year.
MCI requires total disclosure of results of these audits. In addition, MCI will perform its own
quality assessment reviews as deemed necessary. The COV Director of Workers'’
Compensation Services, who is the COV’s contract officer for this program, has a staff that
supports the program and also performs quality assurance audits. All of this information is
shared without restriction with MCI and the COV.
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MCI schedules monthly guality assurance meetings with the major team partners. A standing
agenda is set to cover the repetitive items that must be monitored. In addition, a project sheet is
maintained as a program of this magnitude is dynamic and must accommodate changes
required by new information and new understanding. The project sheet is an important
management tool that is used to keep projects on track.

Over the past 12.5 years, the evolution of this program has been significant. Material changes
have been made within contract periods as well as with renewed contracts. The changes have
involved the replacement of team partners that have not complied with the contract
requirements, the elimination of services that became dated and the addition of new services
that were not available at the beginning of the contract period.

The MC] Model represents the concept of the “virtual company”.
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2.5.6 The vendor may provide other management consulting services related to this
project for the OIC as needed. These additional services may include appearances by
personnel of the consultant before legislative and executive bodies or others to respond
to questions, give reports, and educate state agencies about the proposed risk
management programs. These services may also include the preparation of written
reports concerning risk management programs as deemed necessary by the OIC.

In its role as the Total Program Manager for the COV Workers' Compensation Program, MCI
has provided support services in all of these areas. In addition, Bobby Cone as the Economist
for the Virginia Bureau of Insurance was the lead staff member for the Insurance Department in
the NAIC’s pioneering work on the treatment of investment income in the rate setting / approval
process. In addition, he was a lead participant of the Re-Codification of the Virginia Insurance
Title which required numerous presentations to Committees and Sub Committees of the Virginia
General Assembly. Bobby has also served as an expert witness on numerous occasions before
the Virginia Workers’ Compensation Commission on statistical matters involving the application
of the Virginia law regarding the payment of medical providers.

As part of the Total Program Services provided to the COV, MCI presents multiple training
sessions to State Agencies throughout each year regarding the workers' compensation
program. These fraining sessions involve such items as the overall program design and
operations, responsibilities of the individual agency, training in workers' compensation, both
basic and advanced and technical training on the operation of systems available to the COV
agencies.

In Virginia, the COV’s Workers’ Compensation Services Division has orchestrated the
development of several policies that have been implemented through a Governor's Executive
Order. These EOs have been important in capturing the attention and compliance of State
Agencies. The mandates included implementation of experience rating by State Agency, criteria
for the prompt reporting of claims and Return to Work and Loss Prevention policy development
and reporting. An effective Enterprise Risk management approach requires executive level
sponsorship and MCI would encourage the support of the government leadership in bringing
about this change.
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2.5.7 The vendor must identify and briefly describe either your ability to provide any of
the following services by your firm, or by contracting the same with a third-party on
behalf of your client:

1. Insurance Policy Procurement / Marketplace knowledge and experience

2. Claims Administration Services

3. Establish risk pool participation and funding requirements for the Phase Il program
4. Loss Control Services

5. Return to Work Programs

6. Rating/Underwriting Evaluation/Consulting

Vendor Response:

1. Insurance Policy Procurement / Marketplace knowledae and experience

MCI is not a licensed insurance broker and consequently cannot seek directly quotes for
insurance policies that may be required to support or supplement the OIC’s workers’
compensation program. While MCI may be able to ask a broker (Marsh McLennan Companies)
to provide a quote, this cannot be done if Marsh is excluded from bidding on the opportunity to
serve as the broker for the OIC program. MCI suggest that the State of West Virginia may have
an insurance broker as a consultant and if so, MCl is requesting that the brokers’ services be
made available to OIC for the information required by this program. If not, MCI will seek pro
bono support for insurance quotes to be used in the analysis.

2. Claims Administration Services

While not a TPA, MCl is imminently knowledgeable of the operations of a TPA. In 1986, Bobby
Cone managed the acquisition of a TPA by Anthem Blue Cross Blue Shield. For the following
ten years, Bobby and Monty directed the alteration of the TPA’s claims systems and claims
procedures to accommodate the value added medical management services of Blue Cross Blue
Shield to workers’ compensation. During this period, a combined workers’ compensation and
group health product was created for self-insured clients, a product that grew in Virginia to cover
over 150,000 lives.

With the COV account, MCI has pioneered new innovations such as dual tiered web based
reporting system and directed the introduction of user friendly web based ad hoc reporting
systems. This was immediately followed by the creation of what is today called push reporting
designed to assure that clients received information useful in monitoring claim activity.

MCI has been a strong promoter of the use of the claims system to support and provide the
claims adjusters the ability to self monitor their work activities. Based on specific parameters,
the claims system should inform the adjusters that certain activities are required before the
actual dates. Examples of this could be large loss reports (captioned reports). Perhaps the most
important factor that MCI requires today are detailed Procedures which cover far more than the
typical TPA’s client service instructions. This is the key to a superior program for with thorough
documentation, the client will receive what each claims adjuster honestly believes are industry
best practices and the client is left with a heterogeneous combination of services. The OIC is
well aware of this problem as it is frequently detected through market conduct studies.
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MCI has no plans to become a TPA, but MCI will use its wealth of experience learned in this
market to aid in the management of claims administration, whether it he as a Total Program
Manager or an Enterprise Risk Management consultant supporting the OIC program.

3. Establish risk pool participation and funding requirements for the Fhase I program

In responding to this RFP, MCI understands the need for covering multiple areas of subject
expertise. While MCI brings a wealth of experience to the OIC, there are areas that require
specialty. The two areas are 1) the actuarial analysis and application of statistical processes to
data sets for the purpose of summarizing possible outcomes and their associated probabilities
and 2) selection of markets for providing information on the options and cost of risk financing.

MCI understands that the OIC will provide its actuarial service contractor to provided needed
information for this project. Additionally for the evaluation of insurance markets for risk financing
MCI would anticipate the state will use their insurance broker for placement of any
recommended coverage.

Should OIC be interested in exploring a total program experience incentive program for the
contractor selected in Phase Il, the state’s actuarial consultant would play an important role in
establishing the incentive / penalty model. MCI has understanding of the design of the model
used by the COV for the MCI program.

4. Loss Control Services

While MCI provides loss prevention services to the COV through its operating division Loss
Control Services {LCI), MCl will approach this RFP as an Enterprise Risk Management
consultant rather than as a service provider. Loss prevention services will be evaluated and
managed under the framework of total program management and not as direct provider of the
service.

Jack Sullivan, the LCl managing partner, resume is included in this section B. for the COV
program, LCI provides the resources for supporting the loss prevention program. In some
cases, the Agencies have resources dedicated to safety (VDOT) and in this case, the LCI efforts
are directed towards assisting the Agency based initiatives.

The programs typically have four key components. First, a survey of the Agency is done to form
a snap shot view of the status of the program. The second step is to perform a benchmark
survey which in essence summarizes where the employees believe the program resides. The
third step requires the formation of policies to address the shortcomings addressed in the
second step and fo introduce remedial actions. Once this is completed, the fourth step is a
recurring cycle of reassessment and retraining.

LCI provided loss prevention consulting and training specific to Montgomery County (MD)
Fire & Rescue Services (MCFRS). A consultant performed a comprehensive evaluation and
analysis of existing safety programs and worker injury history, developed a long-range loss
prevention plan, prepared and delivered a series of loss prevention and safety leadership
training workshops for 240 MCFRS management personnel and helped the County realize
a decrease in worker injuries and associated costs. On March 20, 2008 LCI, MCFRS and
the Montgomery County Risk Management Division were recognized with a Partnership
Award at the Montgomery Best Awards ceremony for the programs and acitivities designed
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to reduce the number and associated cost of employee injury claims in Fire and Rescue
Services,

As a result of these efforts, for fiscal year 2006, MCFRS experienced a reduction of 13.7%
in the number of injuries reported and more significantly, a reduction in overall costs of 20%
percent associated with the lost time injuries.

Unfortunately, the reality is that loss prevention programs for public entities are the last to
receive funding and the first to lose financial resources. Consequently, the responsibility for the
program is typically an “add on” to an employees already full schedule. Therefore, the key to a
successful loss prevention program is a management commitment to reducing losses and this is
achieved by holding employees assigned this task accountabie for results. This is likely to mean
additional staff is required. Consideration should be given to assuring the OIC program has a
strong program to support loss prevention, a service covered by the program rather than the
agency.

In the early development of the program, consideration may he given to using the previously
discussed incentive program to partially fund additional loss prevention efforts. Those agencies
that are successful in driving cost down may be partially awarded through additional resources
provided through OIC.

The most effective method for controlling cost is to prevent the accident / iliness. A side benefit
from this is that an effective occupational loss prevention program is likely to have a “coat tail”

effect on non-occupational injuries and diseases. To the degree that non-occupational injuries

can be diminished improves the quality of the total work environment, a desirable public policy
ouicome.

5. Return to Work Programs

While Return to Work (RTW) is an obvious goal of the claims management process, achieving
effective results requires effective coordination between the injured worker, the employer, the
claims and medical management staff and the treating physician. Structural limitations can also
side track RTW efforts and these include such items as medical providers who are accustomed
by the practice of the employee benefit side to ignore the opportunity cost of the injured worker
being out of work (i.e. defer medical treatment in the hope of natural recovery) or a reluctance -
on the part of an employee’s supervisor to accept the injured worker’s return to work under
modified duty as this becomes an additional management burden requiring additional effort to
create modified duty opportunities.

From the claims and medical management staff view, it is essential that properly developed job
descriptions are on file. These descriptions can be shared through consultation with the treating
physician for the purpose of determining acceptable modifications to the job description.

Also relating to job descriptions is an initiative involving the employer (state agency) where prior
to the event of an occupational injury, discussions are held to determine modified duty variations
from the standard job descriptions. This could involve alteration of such items as lifting, standing
or sitting restrictions that can be applied to-accommodate the injured worker under modified
duty situations. The availability of modified duty is an important factor in discussing an injured
‘worker’s claim with the treating physician for the purpose of gaining a release to work.
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Once the pieces of the RTW program are in place, documentation of procedures and training is
required of the claims and medical staff as well as the state agencies. Consideration should be
given to providing a training session for frequently used medical providers to improve their
awareness of the RTW opportunities.

Once in place, an ongoing program of monitoring compliance, measuring results and
responding to variances in practice from the established standard is required. This will require
periodic visits to the state agencies for training and review. The documentation of the RTW
program for the claims and medical staff will also be required for training, monitoring and
retraining as indicated by the reviews.

The basic program described above is used by MCI for the COV RTW program. The results
have been impressive with an overall RTW rate of over 99% to same employer and same job.

8. Rating/Underwriting Evaluation/Consulting

Rating / Underwriting are economically key components for providing incentives to promote
behavior that will assist in controlling program cost. The following is offered without an
understanding of the limitations the State of West Virginia may place on the worker’s
compensation programs for it Agencies.

MCI would look to the OIC’s actuary for the analysis of loss information and providing -
projections for loss cost and the required premium for supporting a financially solid program. An
important rating option will be the use of retrospective or prospective methodologies.
Retrospective experienced rating can be applied on a payroll basis using the experience of the
entire pool. The performance of the entire risk pool (WV) can then be blended with the individual
agency experience to develop a blended rate for the pool member. This can be weighted in
favor of the individual agency which will increase / decrease the agency’s reward / penalty
associated with their respective performance. The weight can be shifted in favor of the pool
which will reduce the premium volatility associated with the agencies risk exposure. If the
payment of the award is not be subject to the State’s oversight and budgeting process, the
Agency would have additional discretionary resources to be used as the Agency determines
appropriate. As these benefits are paid after the fact, the program is less likely to experience a
shortfall that would have to be borne by the State. However, the State assumes the risk of the
experienced medication process if the expected cost reduction benefits are not achieved.

Additionally, a prospective rating methodology can be employed to produce incentives to
enhance program performance. For example, a scheduled rating plan can be planned which will
grant the Agency discounts on premium based upon the completion of certain tasks. An
example would be a drug testing program which if followed as OIC prescribes, could result in a
premium reduction of a stated percentage. Any type of experience rating adjustment requires a
thorough review with the Agency as this is a form of possibly shifting poor experience back onto
the risk pool if the activity does not reduce claims cost. Linked to the Loss Prevention Program
and with a propetly informed Agency, the Agency can alter its behavior and be a direct
benefactor of the subsequent decrease in loss costs.

The Commonwealth of Virginia uses experience rating applied to the Agency. The movement to
this process was difficult as the transition caused some material increases in premiums to select
Agencies. For MCI's benefits, these rate increases had a marked impact on the support MCi
received for its program.
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I certify that the proposal submitted meets or exceeds all the mandatory specifications of this
Request for Proposal. Additionally, | agree to provide any additional documentation deemed
necessary by the State of West Virginia to demonstrate compliance with said mandatory
specifications

Signature
Robert T. C. Cone
Position: Principal

Office Telephone: 804 344-0009 ext 307

Office Fax: 804 344-4443
Managed Care Innovations, L.LC

February 8, 2011
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