
















































































Schedule

Second Injury Fund Claim Activity
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Schedule 5

Medical Cost Increases vs the CPI
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Missouri Second Injury Fund
Total Expenditures by Fiscal Year

Schedule 6

$24,747,360
$ 7,982,201
$11,793,975
$12,540,368
$ 8,847,191
$19,210,378
$32,441,827
$21,746,103
$ 7.402,379
$18,519,292
$ 21,259,063
$ 21,705,665
$22,715,314
$25,049,419
$ 26,409,666
$29,389,211
$ 39,045,790
$47,747 639
$53,761,833
$62,548,301
$ 60,958,693
$63,877,107



Second Injury Fund Expenditures
Expenditures by Calendar Year by Agency

Office of the State Treasurer - Operations
Office of the Attomey General - Operations
Office of the Attomey General - Leasing
Olfice of Administration - Operations

Olfice of Administration - Capital Improvements
Depariment of Labor and Industriat Relations

Benefit Payments

Altorney charges, refunds, envelopes and postage

Depariment of Revenue - Operations

Totals

Schedule 7

2000 2001 2002 2003 2004 2005 2006

$32,797 $34 641 $40,246 $42,314 $47,381 $33,803 $41.933
$1.766,609 $2,037,930 §1,865073 $1,992,285 $2,220,653 $2,645019 $2,634,803
394 518 $95513  §114.458 577,821 $103,939  $102,876  $161,504
$411,771  $567.131 $1,120418B  $858,452 $1,396,029 $1,494.282 51,655,456
$1,875 $2,078 $2272 $1,588 $5,722 $2,566 $0

$29,402.137 $39,040,907 $47,761.439 $53,937,636 $62,411,992 560,995,159 $65,021,789
$506,906 2 $428,903  $542,139 $1480,805 $299329 3111599 $10,700
$960,227  $747,361 $982,638 $25,066 519,676 $0 $0

$33,266,839 $42,954 464 §$52,428,742 358,415,968 $66,513,722 $65,385,303 $69,526,185

et e

Note 1: The Department of Labor and Industrial Relations compiles this information by calendar year,
Note 2: The operating expenditures of the Warkers Compensation Division are paid from the General Revenue Fund.
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MiSSOURI DEPARTMENT OF LABOR AND INDUSTRIAL RELATIONS

DivISION OF WORKERS’ COMPENSATION .

P.O. Box 58 DEPARTMENT DIRECTOR
JEFFERSON CiTy, MO 65102-0058 JEFFREYW. B
www.dolir.mo.goviwe E-mail: workerscomp@dalir. mo.gov Dwision DIRECTOR

Recommendation 1: Oversight has concluded that significant | Second Injury Fund] expenditure reductions would require
changes in the law governing the | Second Injury Fund] program, and Oversight recommends that the Department of
Labor and Industrial Relations, Division of Workers” Compensation and the Office of Attorney General review potential

legisiative changes with the General Assembty.

DOLIR Response: DOLIR concurs with the Oversight analysis regarding the increase in the costs per case and increased benefit
tpe payments made from the Second Injury Fund and the assertion that reduction of expenditures from the Fund would require
legisiative action. During the 2007 legislative session, DOLIR worked closely with the General Assembly by providing technical
assistance and statistical information regarding legislative proposals submitted during that session. DOLIR will again offer its
technical expertise and pertinent data to assist the General Assembly in making informed decisions regarding any Second Injury
Fund legisiation that is proposed in the 2008 legisiative session.

Recommendation 2: Oversight recommends the Division of Workers’ Compensation meet with the Office of Attorney
General and the Office of State Treasurer to establish appropriate guidelines for [Second Injury Fund] lump sum
settlements and ensure that the program is operated within those guidelines. The meetings and guidelines should be
properly documented, and the guidelines should be in written form.

DOLIR Response: Since DOLIR has not had input in the past with the determination of lump sum payment thresholds, DOLIR does
not currently have a pasition on the efficacy of such limits. However, DOLIR strongly concurs with the Oversight assertion that
past decisions regarding lump sum payment maximums were made without DWC involvement. There is no conclusive evidence that
specific guidelines using sound methodology were used to determine lump sum maximums. DOLIR concurs with the Oversight
recommendation that DOLIR be an equal member of a partnership with the Office of Attorney General and the Office of the State
Treasurer to establish a regular pattern of meetings and develop specific, measurable and written guidelines to determine lump
sum settlement policy and review other issues that have a bearing on the soundness of the Second Injury Fund. DOLIR would like
{0 see such a parinership commenced as soon as possible.

Recommendation 3: Oversight recommends the Division of Workers’ Compensation and the Office of the Attorney General
advise the General Assembly regarding potential changes in the Second Injury Fund program which will reduce future
expenditures while maintaining benefits to those who are not eligible for benefits from other programs.

DOLIR Response: DOLIR realizes that statutory changes are at the sole discretion of the General Assembly. DOLIR concurs that
there are multiple elements that effect change in the Second Injury Fund program. Each change by itself may have a variable
impact on the expenditure level and solvency of the fund, however, when multiple elements are taken as a whole, those elements
will have a positive impact on the performance of the Fund. DOLIR will evaluate the specific starutory proposals recommended by
Oversight, as well.as other statutory proposals that have already been considered and those that may develop in the future and will
provide the necessary information to the General Assembly regarding any proposals that are considered during the 2008
legislative session.

Recommendation 4:Oversight recommends the AGO and DWC continue to monitor the factors impacting SIF claim and
cost levels, and recommend appropriate changes to the General Assembly as needed to maintain the effectiveness of the
program.

DOLIR Response: DOLIR is aware of external factors that impact the performance and solverncy of the Second Injury Fund,
DOLIR concurs with the Oversight recommendation and will determine methods 1o keep the General Assembiy timely apprised of

Relsy Missouri:  1-800-735-2086 (TDD)  1-800-735-2466 (Voica)
Employer Holiine: BB-837-8060 Employee Hotline: B00-775-2667



changes that affect the Fund. DOLIR will provide information regarding both the external factors and changes 1o the Fund as a
result of any legislation that may be considered by the General Assembly.

Recommendation 5: Oversight recommends the DWC, with participation from other stakeholders, continue the design
process for a comprehensive case information system. The system should include information needed to fulfill carrent
statutory mandates and other information which would be needed for analytical purposes or law changes, and should
provide for secure access by other organizations which need the data.

DOLIR Response: DOLIR concurs with the Oversight recommendation. The Division of Workers' Compensation’s current business
system is unable to support many of the business processes resulting from statutory changes and external business factors and is
nearing the end of its life cycle. DOLIR is aware that a new system will produce significant costs savings, improved efficiencies
and better use of resources. DOLIR has submitted an RFP to condict a business analysis of the Division of Workers"
Compensation's current system. The result of that analysis will tell DOLIR how to proceed with establishing a system for the
Division of Workers' Compensation that will be the most efficient and cost effective. It is the intent of DOLIR to include all
stakeholders in developing that system so that it will produce the most accurate data for analytical purposes and for support of
policy changes. It is estimated that the business analysis will take twelve to eighteen months, DOLIR does not have a time frame on
development of a new system once the business analysis is complete. Also, the Division of Workers' Compensation will, by the end
of 2007, begin collecting more detailed information regarding lump sum payments made from the Second Injury Fund. DOLIR will
also evaluate the feasibility of capturing additional data in the current business system recommended by legislative oversight.
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MissouRI DEPARTMENT OF LABOR AND INDUSTRIAL RELATIONS

DivisiON OF WORKERS’ COMPENSATION PR

P.O. Box 58 DEPARTMENT DIRECTOR
MaTT BLUNT JEFFERSON CiTY, MO 65102-0058 J W. BUKe
GOVERNOR www.dolir.mo.goviwe E-mail: workerscomp@dolir.mo.gov Drasion DIRECTOR

December 3, 2007

Mr. Mickey Wilson, Director
Oversight Division

Committee on Legisiative Research
State Capitol

Jefferson City, MO 65101

Dear Mr. Wilson:

Enclosed are the responses from the Department of Labor and Industrial Relations to
your draft Second Injury Fund Program Evaluation. | thank you for taking the time to
perform this evaluation on a topic which is timely and of significant interest to the
citizens of Missouri, | trust your audit staff received the Division's full cooperation and
the resources necessary to complete their task.

Please let me know if you have questions or need further clarification of the attached
document.

Sincerely,

;77/7///%/

Jeffrey Buker
Director

Relay Missouri;  1-800-735-2966 (TDD)  1-800-735-2456 (Voice)
Empiloyer Hotling: 888-837-606¢ Employee Hotling: BO0-775-2667



MISSOURI DEPARTMENT OF LABOR AND INDUSTRIAL RELATIONS

DiviSiON oF WORKERS’ COMPENSATION S

P.0C.Box 58 DEPARTMENT DHRECTOR
_ JEFFERSON CITY, MO 65102-0058 JeFEREY W. BUKER
www.dolir.mo.goviwe E-mail: workerscomp@dolir.mo.gov Division DiRecTOR

Recommendation 1: Oversight has concluded that significant [ Second Injury Fund] expenditure reductions would regquire
changes in the law governing the | Second Injury Fund] program, and Oversight recommends that the Department of
Labor and Industrial Relations, Division of Workers’ Compensation and the Office of Attorney General review potential
legislative changes with the General Assembly.

DOLIR Response: DOLIR concurs with the Oversight analysis regarding the increase in the costs per case and increased benefit
type pavments made from the Second Injury Fund and the assertion that reduction of expenditures from the Fund would require
legislative action. During the 2007 legislative session, DOLIR worked closely with the General Assembly by providing technical
assistance and statistical information regarding legisiative proposals submitted during that session. DOLIR will again offer its
technical expertise and pertinent data lo assist the General Assembiy in making informed decisions regarding any Second Injury
Fund legislation that is proposed in the 2008 legislative session.

Recommendation 2: Oversight recommends the Division of Workers’ Compensation meet with the Office of Attorney
General and the Office of State Treasurer to establish appropriate guidelines for [Second Injury Fund] lump sum
settlements and ensure that the program is operated within those guidelines. The meetings and guidelines should be
properly documented, and the guidelines should be in written form.

DOLIR Response: Since DOLIR has not had input in the past with the determination of lump sum payment thresholds, DOLIR does
not currently have a position on the efficacy of such limits. However, DOLIR strongly concurs with the Oversight assertion that
past decisions regarding lump sum payment maximums were made without DWC involvement. There is no conclusive evidence that
specific guidelines using sound methodology were used to determine lump sum maximums. DOLIR concurs with the Oversight
recommendation that DOLIR be an equal member of a partnership with the Office of Atiorney General and the Office of the State
Treasurer to establish a regular patiern of meetings and develop specific, measurable and written guidelines to determine tump
sum settlement policy and review other issues that have a bearing on the soundness of the Second Injury Fund. DOLIR would like

1o see such a partnership commenced as soon as possible.

Recommendation 3: Oversight recommends the Division of Workers’ Compensation and the Office of the Attorpey General
advise the General Assembly regarding potential changes in the Second Injury Fuad program which will reduce future
expenditures while maintaining benefits to those who are not eligible for benefits from other programs.

DOLIR Response: DOLIR realizes that statutory changes are at the sole discretion of the General Assembly. DOLIR concurs that
there are muitiple elements that effect change in the Second Injury Fund program. Each change by itself may have a variable
impact on the expenditure level and solvency of the fund, however, when multiple elements are taken as a whole, those elements
will have a positive impact on the performance of the Fund. DOLIR will evaluate the specific statutory proposals recommended by
Oversight, as well as other statutory proposals that have already been considered and those that may develop in the future and will
provide the necessary information to the General Assembly regarding any proposals that are considered during the 2008

legisiative session.

Recommendation 4:Oversight recommends the AGO and DWC continue to monitor the factors impacting SIF claim and
cost levels, and recommend appropriate changes to the General Assembly as needed to maintain the effectiveness of the

program.

DOLIR Response: DOLIR is aware of external factors that impact the performance and solvency of the Second Injury F un‘af.
DOLIR concurs with the Oversight recommendation and will determine methods to keep the General Assembly timely apprised of
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