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MEMORANDUM 

(
) , 

Commissioners & Agency Heads 1._ ... 6 

Janet I;/ aldron, Commissioner . 
Department of Administrative & Financial Services 

L ..---
october 6, 1998 

SUBJECT: Workers' Compensation Annual Report 

Please find the enclosed copy of the Maine State Workers' Compensation Annual Report for FY 
1998. 

The FY 1998 report reveals several favorable trends. Total expenses increased by $953,230 over 
FY 1997, however, all of that increase is attributable to a $!million expansion in expenditures for 
Lump sum settlement payments. Expenses for weekly indemnity payments decreased to a $5.7 
million, a 5.0% decline and the lowest amount since the early 1980's. Great work all! 

Medical expenses increased by 4.0% to $3.6 million. Considering that the medical inflation rate 
was 3.5% (from August, 1997 to August, 1998) and that medical only claims increased by nearly 
15%, these data indicate earlier intervention and more responsive management of medical 
claims. 

Lump sum payments increased over 40% to $3.4 million in FY 1998. Lump sum expenditures 
represent a nearly fivefold increase since FY 1995. Over one half of the lump sum payments 
were for claims with dates of injury in FY 1988 and prior and nearly 90% of the expenditures 
were fo r claims with dates of injury FY 1992 and earlier. FY 1998 26% of expenses were for 
lump sum settlements, a necessary investment to reduce the liability of older claims which still 
comprise $0.84 for every dollar spent last year. 

While the volume of new claims increased 6% to I ,048, the number of lost time claims decreased 
by approximately 12%. Medical only claims constituted 73% of all new claims in fY 1998 
compared with 54% as recently as FY 1994. These data indicate that costly lost time claims are 
being averted due to better claims management and more productive medical intervention. 



We are just beginning to see the fn1its of the new initiatives which have been introduced in the 
past two years. The report identifies the number of visits approved, reduced, or denied as a result 
of the pre certification review process. Medical review eliminated or reduced nearly half of the 
visits requested, thus containing costs, directing injured employees to more active treatment, and 
assw-ing appropriate medical care. 

The introduction of contracted services with Granite I till - lkalthsouth and Occupational Health 
& Rehabilitation Services has significantly increased the vo lume of physical therapy visits. In 
FY 1998 these two preferred providers accounted for two-thirds of the PT visits and 1he number 
of employees seeking treatment within the first seven days of injury doubled. 

The positive trends identified in this report are the product of the effective partnership between 
the Office of Employee HeaJth & Benefits, the contractors supporting new programs, the agency 
designees, and you and your respective staff. 

Whi le we still have progress to achieve, the steady improvements exhibited in this annual report 
are a clear indication that the commitment to a collaborative effort by all departments does pay 
dividends. 

Thank you again for the cooperation that you and your associates have provided during the pasl 
year. 

If you have any questions regarding the report or would like to receive more specific data related 
to your department or agency, please feel free to contact Frank Johnson or Joanne Pomerleau of 
the Office of Employee Health & Benefits at 287-6780. 

JW:sjd 

Enclosure 
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EXECUTIVE 
SUMMARY 

Annual Report - Fiscal Year 1998 

Total expensesfor.ftscal year 1998 were $13.3 million, an increase of7. 75% over.ftscal year 1997. An expansion 
of over $1 million in lump sum settlements was responsible for the increase. 

Lump sum settlements accounted for 26% ~{total payments infiscal year 1998. 

The number qfnew lost time c/aimsfiledforfiscal year 1998 was at its lowest level in over a decade. 

The number qfnew medical only c/aims.filedforfiscal year 1998 increasedfrom 667 to 766. 

The Department of7/'ansportation had the highest cost infiscal year 1998 at $3.5 million or 26% of total 
payments. 

Six departments accounted for 80% of total cost for FY 1998. These departments are: 
Administration & Financial Services Mental Health & Mental Retardation 
Corrections Public Safety 
Human Services 7ramportation 

There was wide variation in the rate o_finjuries and per employee cost across departments. The departments with 
the highest 5 year injwy rates were Defense and Veteran Services, Public Sqjety, Mental Health and Mental 
Retardation, Inland Fisheries and Wildl[fe, Transportation and Corrections. 

Total work days lost was 31,676for 199 I injuries compared to 11,634 for 1996 injuriesfollowed through 1998. 

There were more medical only claims than lost time claims, however, cost for lost time claims signtficantly 
exceedr;; thatfor medica! only claims. Lost time claims represent 32% o_f all claims and 77% o_f all cost. 

One third o_f all workers il!jured in Fiscal Year 1998 had two or more injuries between July 1995 and .June 1998. 

The return to work program permanently placed 22 it?jured employees infiscal year 1998. 
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Precertification/Medical Review 
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.lmmal Report- Fiscal rear 1998 

During FY 1998 the State contracted with Concentra Managed 
Care for the medical review and precertification of selected 
services. They reviewed all inpatient stays and requests for 
surgery more than 3 days after the injury. Concentra also 
precertified all chiropractic, massage therapy (MT), osteopathic 
manipulative therapy (OMT) and occupational therapy (OT) 
services occurring 28 days after the first such service. Physical 
therapy visits occurring after 28 days at providers other than 
Healthsouth - Granite Hill and Occupational Health and 
Rehabilitation Services were also reviewed by Concentra. Lastly 
all .MRls and any other service specifically identified by the State 
were reviewed. 

A total of 618 requests for review were handled by Concentra. A 
breakdown by type of service is shown in the pie chart at left. 
Almost 50% of the services involved chiropractic or PT visits. 
The all other category included requests for a wide range of 
services including acupuncture, aqua therapy, biofeedback, pain 
management, psychotherapy, and health club memberships. 

Each review included a request for a specific number of visits, 
services or inpatient days. Concentra approved the request as 
stated, denied it in its entirety or approved less than the total 
number requested. There were a total of 4082 services requested. 
By eliminating 1,010 services and denying 1,018 services, slightly 
more than 50% of the original number requested were approved. 
The approval rate varies greatly across service types from a low of 
33% for chiropractic services to a high of 83% for scheduled 
surgenes. 
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Physical Therapy Services 

Physical Therapy Providers by Percent of Visits 

100% 

80% 

60% 

40% 

20% 

0% 

100% 

80% 

60% 

40% 

20% 

0% 

3825 5635 

1997 1998 

!• Granite Hill J!!lOccUpational Health & Rehab o AII Others I 

Physical Therapy Treatment 
Within 7 Days of Injury 

63 132 

1997 1998 
!• Granite Hill ~Occupabonal Health & Rehab o Ail Others I 

M abt<: 71cetfti ""'M"<a@" e<-ttGr 

Annual Report- Fiscal I' ear 1998 

During fiscal year 1998 State employees could receive physical 
therapy treatment from two companies without pre-approval by 
Concentra, the State' s utilization review contractor. The State 
contracted with Healthsouth at Granite Hill to provide physical 
therapy services for Augusta area employees and with 
Occupational Health and Rehabilitation Services to provide PT in 
the Bangor, Lewiston and Portland areas. As a result of these 
contractual relationships, the program experienced an almost 50% 
increase in the number of PT visits between FY 1997 and FY 
1998. In addition the market share shifted for the two companies 
under contract from one fifth of all visits in FY 1997 to two thirds 
in FY 1998. 

With the Granite Hill facility located in the Augusta State House 
complex and employees being encouraged to seek treatment as 
soon as possible with either Healthsouth - Granite Hill or 
Occupational Health and Rehabilitation Services, more employees 
were seeking treatment within the first 7 days of injury. Although 
the number of new claims with PT services increased 50% 
between 1997 and 1998, the graphic at left shows that those 
receiving PT within the first 7 days doubled between FY 1997 and 
FY 1998. With the program's goal to provide treatment earlier to 
reduce the severity of the injury, we will need FY 1999 data to 
evaluate whether this goal is being achieved. 
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