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RECOMMENDATION 

Staff recommends that the City Council accept the informational report on the 
Workers' Compensation Program for Fiscal Year 2013-14. 

OUTCOME 

Acceptance of this report will result in transfer of information and statistics related to the City of 
Oakland Workers' Compensation Program specifically related to program activities and 
expenditures. 

EXECUTIVE SUMMARY 

This informational report provides current expenditure and program data on the City of 
Oakland's Workers' Compensation Program for Fiscal Year (FY) 2013-14. Included in this 
report is information and statistics regarding management of employee disabilities through the 
Workers' Compensation Program, highlighting different program initiatives, and cost 
containment efforts. 

BACKGROUND/LEGISLATIVE HISTORY 

Like most public entities, the City of Oakland is permissibly self-insured for workers' 
compensation. The Human Resources Management Department (HRM) works with a contracted 
third-party administrator (TP A), JT2 Integrated Resources, to provide services to injured workers 
and handle the technical aspects of each claim. Through HRM, the TP A provides services to all 
City's agencies and departments to ensure program compliance with mandated California Labor 
Code requirements. 
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Each year, HRM provides statistical information regarding the administration of the Workers' 
Compensation Program. These statistics serve as benchmarks by which the City is able to 
measure its performance and the effectiveness of Workers' Compensation Program initiatives. 
HRM also develops and implements new program changes based on these statistics. Since last 
report, HRM has commissioned three audits/analyses to monitor and ensured continued effective 
administration of the program. These included an Actuarial Analysis, Claims Management 
Performance Audit, and a Fraud Audit. The results of these audits/analyses are attached for 
review at the end of this annual report (Attachment A). 

ANALYSIS 

HRM administers the Workers' Compensation Program for the City of Oakland, providing 
program services and support to all City agencies and departments. The attached Workers' 
Compensation Report provides information on the current state of the program including review 
of several program elements and information on some upcoming program additions/changes. As 
described more fully in the attached report, the program statistics for FY 2013-14 include: 

• The Total Program Expenditure for FY 2013-14 was $21,743,025. 

• The Fiscal Year 2013-14 Total Benefits Paid (Indemnity and Medical Expenses only), as 
reported on the State-mandated Public Self Insurer's Annual Report, was reduced by 
$549,469 (or by 3.5 percent). 

• Total Workers' Compensation Expense for FY 2013-14 decreased by $1,489,665 (or 6.4 
percent). The largest decline was in the Temporary Disability Benefits paid as compared 
to the prior fiscal year. 

• Temporary Total Disability payments have declined nearly $3.0 million (or 34 percent) 
over the prior year, and a reduction of 25 percent over the past five years. This is 
attributed to the more aggressive utilization of the transitional duty program and 
aggressive claims management. 

• The number of new Temporary Disability Claims declined by 22 percent over the past 
four years. This can be attributed to the early claim intervention and reporting triage that 
directs employees into a more aggressive return to work claims management scenario. 
Claims where the employee does not miss time from work are ultimately not converted to 
a time loss claim that would result in Temporary Disability payments being disbursed. 

• Transitional Duty Program participation resulted in an indemnity avoidance of $4.3 
Million. Providing transitional duty to injured employees is also considered part of the 
interactive process required under the Federal Employment and Housing Act (FEHA). 

Item: -----
Finance & Management Committee 

May 12,2015 



John A. Flores, Interim City Administrator 
Subject: FY 2013-14 Workers' Compensation Annual Report 
Date: April20, 2015 Page 3 

Claims Management Performance Audit: 

The annual Workers' Compensation Claims Audit overall performance rating of the Third Party 
Administrator was 73 percent, a 20 percent decline in the rating from the prior year and 12 
percent below the target performance rating of 85 percent. Staff is working with the TP A to 
address the areas of deficiency identified by the program auditor. While this reduction in 
performance has not had a negative impact on our employees' receipt of workers' compensation 
benefits, staff is closely monitoring the continued performance of the TPA to encourage 
improvement. Continued sub-par performance may ultimately have an impact not only on 
benefits delivery, but also on the City's ability to secure Excess Workers' Compensation 
Coverage at favorable rates. 

Loss Frequency: 

Over the past four years, the number of claims filed by City employees has remained somewhat 
constant as portrayed in table 1 below. 

2010-11 658 

2011-12 645 

2012-13 643 

2013-14 650 

Table 1: Number of New Workers' Compensation Claims by Department 
Fiscal Years 2010/11 through 2013/14 

Police Fire Public Works All Others 

214 32.52% 423 143 33.81% 683 115 16.84% 3,598 104 

236 36.59% 411 115 27.98% 677 84 12.41% 3,629 85 

180 27.99% 410 116 28.29% 703 84 11.95% 3,606 87 

202 31.08% 392 139 35.46% 727 99 13.62% 3,593 73 
203 31:28% 409 - 129 •.. · '31.54% 698··. .96'' 13.75% 3,607 . 87 

HRM continues to support departments in injury reduction and accident prevention efforts by 
way of onsite audits/surveys, safety trainings, and program development. HRM undertook 
and/or enhanced several program initiatives during the past reporting year. A few of the more 
high-profile efforts included the following: 

• Full Integration of the Disability Management Program. 

• HRM increased its promotion of a City-wide Web-Based Training Program called 
Target Solutions that provides over 100 safety and wellness courses designed 
specifically to comply with State and Federal Occupational Safety and Health 
Administration requirements. This program supported the City-wide mandated training 
for prevention of sexual harassment and protected class discrimination. It has also been 
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widely used by the Oakland Fire Department an,d Public Works Agency to deliver 
mandated safety trainings and continuing education trainings. HRM will continue to 
enhance its use and tailor the topics offered to current City needs and mandated training 
requirements. It should be noted that the Target Solutions platform is made available to 
the City at no cost through our primary insurance pool- CSAC Excess Insurance 
Authority (CSAC-EIA). 

HRM continues to enhance existing elements to strategically impact the overall program costs. 
HRM' s current strategic efforts include the following: 

• Placement of a designated Workers' Compensation Coordinator in high volume 
departments. The Workers' Compensation Program is currently funding a dedicated 
workers' compensation position in the Police, Fire, Public Works, City Attorney's, and 
Controller's departments. While HRM does not direct the work or function of these 
positions, it is intended that they devote 1 00 percent of their position to the development 
and administration of their department's internal workers' compensation program or 
support the City-wide workers' compensation administration efforts. 

• Monthly disability review meetings with department representatives to discuss active 
claims and identify cases for investigation and/or transitional duty assignments. 

• Regular Medical/Legal meetings with departments and legal counsel to review claims of 
significant size or duration, and develop strategies for moving the claims toward closure 
or settlement. 

• Regular Financial Review meetings with TP A representatives to examine expenditure 
rates and trends on a more global scale to assist in early detection of negative program 
changes. 

• Telephonic injury reporting to triage Workers' Compensation claims reporting, and 
possible expansion of the methodology for certifying medical conditions under the 
FMLA program. 

Future innovations that are under development include the following: 

• Implementation ofRiskMaster, an Integrated Disability Management Information 
System, designed to aid in the tracking and documenting disability leaves, disability 
management issues, and other Risk-related loss prevention programs. 

• Participate in Medical Provider Network (MPN) through WellComp, a MPN sponsored 
by CSAC-EIA, our Excess Workers' Compensation insurance carrier. 
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• Ongoing examination of the City's disability programs to align them with industry 
innovations and best practices. 

• Continuing education for staff responsible for administering the City's inter-disciplinary 
disability programs. 

PUBLIC OUTREACH/INTEREST 

There are no public outreach opportunities associated with this report further than the required 
publication on the City's website. 

COORDINATION 

Development of this report was coordinated with internal staff in HRM, Controller's Bureau, 
City Attorney's Office, and City Administrator's Office. 

COST SUMMARY/IMPLICATIONS 

1. FISCAL IMPACT: 

This is an informational report. It provides information and data regarding the existing 
program as compared to previous years. No new costs are introduced within this report. 

A. Table 2 on the following page summarizes the key categories of Workers' 
Compensation expenditures incurred by the City of Oakland: 
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Table 2: Future Liability Incurred by Department 

Fiscal Year 2012-13 2013-14 %Change 

Number of Claims Received 567 642 13% 

Total Expenditures $23,232690 $21,743,025 -6% 

Total Future Liability $34,164,988 $40,264,806 17% 

Costs Avoided via Transitional Work $3,442,640 $4,264,320 23% 

Settlements (Permanent Disability) $4,357,102 $4,838,242 11% 

Temporary Disability $8,709,303 $5,714,805 -34% 

Allocated (Other Claim Costs) $1,779,529 $1,982,082 11% 

Medical $6,287,395 $6,571,597 5% 

Operational Expenses $20,487,657 $19,004,868 -7% 

Admin. Expenses $2,745,036 $2,738,157 0% 

The primary types of expenditures incurred in Workers' Compensation are medical, 
permanent and temporary disability, and allocated (other claim costs) payments. FY 
2013-14 permanent and temporary disability payments, despite a decline over the 
previous year, remain the City's single largest workers' compensation expense. The 
decrease is attributable in part to the continued emphasis on early return to work 
following a disability injury and more aggressive medical management and monitoring 
by the City's TPA. Temporary disability payments are impacted by Labor Code 4850 
payments (which allow sworn employees to receive up to a full year of salary, tax-free, 
upon a doctor's order to stay off work), State-mandated disability rates, and negotiated 
increases in civilian salary. 

Additional discussion regarding the expenditures listed above and control factors are 
included in the attached report. 

A. Estimated Future Liability/First Year Total Incurred by Department: 

Table 3 on the following page shows the estimated future liability incurred by each 
department for claims filed in the fiscal year referenced. This allows the City to review 
for fiscal trends by department and assists in planning loss prevention, cost-containment 
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strategies for the future. Although not reported in this format, Appendix E of the 
attached report (Attachment A) provides more actuarial analysis for the purpose of future 
fiscal planning for this program. 

Table 3: First Year Loss Data - Total Incurred 
: :~ ' ~:I'··~.·;-

~:n~P:~~6\~tit2"'t;:x~ ,{~.<{:;,: ;' H,~~x~;lz,:;, ,, 

;,i~9~~~i4J,~; ,,, .. !:~l(J,t~;{~f\?( '· ; ;\ '.' .?::~ :,.,' .. ~ ... :::. <::' :: .' ~ 
,, 

City Administrator's Office $48,344 $52,204 $6,842 

City Attorney $1,988 $5,771 $3,777 

City Auditor $0 $0 $0 

Clerk's Office $1,648 $0 $0 

Controller's Office $11,916 $11,867 $4,225 
Department of Health and Human 

$85,148 $113,552 $110,754 
Services 
Department of Information 

$1,934 $3,905 $6,527 
Technology 
Housing and Community 

$45,184 $1,800 $187 
Development 
Human Resources Management $140 $333 $7,250 

Library $10,745 $22,738 $86,437 

Mayor $0 $0 $10,500 

Neighborhood Investment $0 $0 $325 

Oakland Fire Department $3,331,493 $2,353,015 $2,090,567 

Oakland Parks and Recreation $44,172 $27,918 $60,363 

Oakland Police Department $4,989,104 $2,403,351 $2,191,952 

Oakland Public Works $562,101 $434,666 $805,770 

Planning and Building $0 $6,028 $503 

Revenue $104,469 $28,180 $20,950 

Treasury $0 $0 $0 
First Year Loss Data -- Total 

$9,238,386 $5,465,328 $5,406,929 
Incurred 

The estimated future liabilities of claims are measured for the life of the claim which may 
last many years. Workers' Compensation regulations require the employer be held 
responsible for all medical expenditures related to a work-related injury or illness. 
Employers are also responsible for a period of lost wages (indemnity) and for 
compensating the injured employee should their injury have a permanent impact on their 
ability to work (indemnity/permanent disability). Actuarially we estimate the,future 
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liabilities for each claim in order to anticipate the financial burden placed on the City in 
the years to come. 

SUSTAINABLE OPPORTUNITIES 

Economic: There are no economic, environmental, or social equity opportunities associated with 
this report. 

Environmental: There are no economic, environmental, or social equity opportunities associated 
with this report. 

Social Equity: There are no economic, environmental, or social equity opportunities associated 
with this report. 

For questions regarding this report, please contact Deborah Grant, Risk Manager, at (510) 238-
7165. 

Respectfully submitted, 

~~ 
ANILCOMELO 
Director/Human Resources Management 
Department 

Reviewed by: 

Deborah Grant, Risk Manager 

Prepared by: 
Annie Chin, Disability Benefits Coordinator, and 
Mary Baptiste, Disability Benefits Coordinator 
HRM/Risk & Benefits Division 

Attachment: A -FY 2013-14 Workers' Compensation Annual Report 
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ISSION OF COO HRMD'S RISK & BENEFITS DIVISION 

Risk & Benefits Mission: 

To promote practices 
that will protect the City •. 
organization from finan­
cial harm by identifying, 
analyzing, and control­
ling risk at the lowest 
possible cost 

C!TV OF DAKtANf} 



ORKERS' COMPENSATION ANNUAL REPORT FY 2013-14 

The City of Oakland's Human Resources 
Management department is tasked with 
managing the City's work related injury claims. 

This report will outline the Workers' 
Compensation Program from FY 2013-14 with 
multiple comparisons between departments, 
previous years, a other similarly sized cities. 
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ITYWIDE OVERVIEW WC ANNUAL REPORT FY 2013-14 

This report outlines for City Leaders the scope, costs, and trends of the City of Oakland's 
Workers' Compensation Program. This report will provide managers and supervisors at the 
department level with a reference tool to understand the losses and trends of their industrial 
injuries. 

Af14 Prqg,r~, R" 
• $549,469 reduction in Total WC Benefits Paid costs 

-down by 3.5% 

• $1,489,665 reduction in Total WC expenses 
- down by 6.4% 

• Nearly $3Million decline in Temporary Disability payments 
-down by 34% 

• 22% Decline in New Temporary Disability Claims 
- over the past 4 years 

• $4. 3Million Cost Avoidance via Transitional Duty Program participation 

• TPA Annual Performance Audit Rating of 73% 
- 12% below targeted performance ratio 

• Fulllntegration of the Disability Management Program 

• Increased Promotion of Web-Based Training Program, Target Solutions 
- over 100 safety and wellness courses &. much more 

• Designated WC Coordinator placement in High Volume Departments 

• Monthly Disability Meetings with Departments 

• Regular Medical/Legal Meetings with Departments 

• Quarterly Financial Review Meetings with TPA 

• Telephonic Injury Reporting for Workers' Compensation Claims 

N1if~l ·. ·~ .. ·· 
• · Implementation of RiskMaster Disability Management Software 

• Established a Medical Provider Network via WellComp for WC Claims 

• Ongoing Realignment of Disability Management Programs 

• Continuous Development of Disability Management Program Staff 
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ITYWIDE OVERVIEW WC ANNUAL REPORT FY 2013-14 

• More than half of the Workers' Compensation 
program costs are attributed to Medical 8: 
Temporary Disability payments on claims 

: :; .. ·.~· · Fiscal Year 
'. ,: • ,} < ,· ' 

Number of Claims Received 

Total Expenditures 

Total Future Liability 

Costs Avoided via Transitional Work 

Settlements (Permanent Disability) 

Temporary Disability 

Allocated (Other Claim Costs) 

Medical 

Operational Expenses 

Admin. Expenses 

5 

Exhibit 5-A 

Exhibit 5-B 

2012-13 2013-14 %Change 

567 642 13% 

$23,232690 $21 '743,025 -6% 

$34,164,988 $40,264,806 17% 

$3,442,640 $4,264,320 23% 

$4,357,102 $4,838,242 11% 

$8,709,303 $5,714,805 -34% 

$1,779,529 $1 '982,082 11% 

$6,287,395 $6,571,597 5% 

$20,487,657 $19,004,868 -7% 

$2,745,036 $2,738,157 0% 



ITYWIDE OVERVIEW WC ANNUAL REPORT FY 2013-14 

STRATEGIC REALIGNMENT 

In FY 2013-14, the Human Resources 
Management Department adopted an 
integrated approach to Citywide disability 
management programs. Up to this time 
Workers' Compensation Industrial Injury claims 
had been handled separately from personal 
disability claims. In FY 2013-2014 recruitments 
were set in motion for the Risk and Benefits 
Division of the Human Resources Management 
Department to hire new Disability Benefit 
Coordinators to implement an integrated 
disability management program. 

The integrated approach to Disability Management is considered to be an industry standard for 
best practices in the handling of employee disability, accommodations, and leave of absence. 
This new approach will impact the way the City handles employee activity related to the 
Family Medical Leave Act and California Family Rights Act (FMLA/CFRA), and many other 
mandated personal medical and disability protections available to employees including the 
American's with Disabilities Act, and Fair Employment and Housing Act (ADA/FEHA). Employee 
rights will be better protected in this model as well as the operational needs of the City. 

In 2013-2014 the Human Resources Management Department continued it's strong commitment 
to City employees, and the City as a whole via continuous responses to: 

• vehicle safety procedures and accident review 

• workplace violence prevention and response, 

• pre-employment physical exams 

• ergonomic assessments, accommodations and coaching, 

• hazard communications and abatement 

• occupational safety, injury prevention, protective equipment use and training 

• workers' compensation, fringe benefits, & medical care, and 

• loss of City assets and response. 
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lTV'S COMPARISONS 

As a Self-Insured employer, the City is required to submit a Self-Insured Annual Report to the 
State of California each year. The Self Insured Annual Report (SIA) captures workers' compensa­
tion and employment data from all self-insured employers within the State. While the State uses 
the data to determine the annual Workers' Compensation Assessments to be charged to employ­
ers, it is also beneficial to the City as a point of comparison against year to year program perfor­
mance as well as comparing performance between similarly situated public entities. The table 
below provides data extracted from the City's SIA for the past 5 fiscal years. The following pages 
provides charts comparing the City's Workers' Compensation experience against itself as well as 
comparable cities. 

Rec'd 
Total # of Claims 

632 616 598 465 515 

$17,257,061 $20,158,828 $16,901,893 $15,611,250 $15,061,781 

$32,455,624 $39,433,208 $35,932,649 $34,164,988 $40,264,806 

4604 4714 4921 4424 4684 

$297,050,512 $294,243,135 $299,259,395 $270,358,254 $334,111 ,830 

13.73 13.07 12.15 10.51 10.99 

$374,828 $427,637 $343,465 $352,876 $321,558 

2.13 2.09 2.00 1.72 1.54 

Total Benefits Paid 
$58,095 $68,511 $56,479 $57,743 $45,080 

per $1M Payroll 
Average Cost per 

$27,305 $32,725 $28,264 $33,573 $29,246 
Claim 
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AKLAND VS. OAKLAND 

Number of Claims Exhibit 8-A 
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AKLAND VS. OTHER CITIES 

(Future Liability/No. Open Disability cases) 
3 Year Average 
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HAT'S AHEAD 

The Human Resource Management Risk and Benefits Division has restructured its focus for coming 
years in ways that will benefit the City, its employees and the entire Disability Management 
Program as a whole. 

INTEGRATED DISABILITY MANAGEMENT 

The Risk Management Division has hired two Disability Benefit Coordinators and a Benefits 
Technician who will take on the responsibility of all disability benefits that are being provided to 
City Of Oakland employees. All industrial and personal absences and accommodations related to 
medical conditions will now be handled according to mandated leave provisions from the point of 
injury or illness. This will minimize the impact of long-term industrial absences on departments 
across the City. Department liaisons who work with HRM (including Special Point of Contacts 
(SPOC's), Departmental Workers' Compensation Coordinators (DWCC's), Supervisors, and Managers 
across the City) will be trained in 2015 to realign the handling of their injured worker claims with 
nonindustrial leaves and accommodations. 

MEDICAL PROVIDER NETWORK (MPN) 

Effective January 1, 2015, the Human Resources Management Department implemented a Medical 
Provider Network (MPN) for workers' compensation medical services. As a member of California 

State Association of Counties (CSAC) Excess Insurance Authority (EIA), the City of Oakland now 
obtains services through the CSAC MPN "WellComp". Advantages of the MPN include: 

• initial medical treatment from over 3,200 independent medical providers (as opposed 
to the previous model of a single medical provider) 

• expanded initial medical provider treatment options for injured 

• quality occupational medical care over a wide geographic area 

• reduced litigation 

• increased access to specialists who can provide more appropriate treatment 

• better provider understanding of workers compensation system and related medical protocols. 

LEAVE TRACKING DATABASE IMPLEMENTATION 
( 

In mid 2015 the Human Resource Management Department is schedule to go live with a new soft-
ware program to track and manage medical leaves of absence and accommodation via RiskMaster. 
This new resource will allow the City to better respond to employee and department inquiries 
regarding all elements of medical leave. The Human Resource Management department will also 
be able for the first time to track and manage trends and frequencies in medical leaves and 
disability accommodation across the City. 
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ROGRAMS THAT WORK 

CITY CH OAKlAND 

COST SAVINGS VIA TRANSITIONAL DUTY PROGRAM {EARLY RETURN-TO-WORK) 

The City's Transitional Duty program enables injured employees to return to 
work performing meaningful tasks that are within physical restrictions set by 
their physician. These assignments are meant to provide an opportunity for 
the employee to "transition" back to their regular work duties. The City of 
Oakland's offering of temporary modified work assignments is one of many 
ways that the City protects the Americans with Disabilities (ADA)/ Fair 
Employment and Housing Act (FEHA) rights of our injured workers. 

Return-To-Work programs are also effective at controlling Workers' 
Compensation costs. The City's Early Return to Work Program cost avoidance increased 23.3% from 
last year resulting in a cost avoidance for Fiscal Year 2013-14 of $4,264,320. If not for the City's 
Return to Work program, $4,435,520 would have been paid to employees who had stayed at home 
instead of working as part of the Early Return-To-Work program. 

The ability of the injured employee to return to a transitional duty assignment is contingent upon 
the severity of the injury, and the physician providing work-related restrictions. The Risk and 

Benefits Division and the TPA work diligently and in concert to place injured employees in 
transitional duty assignments whenever medically possible. The TPA requests work restrictions 
from the physician at every medical appointment. 

While the City advises all doctors treating our employees that the City has an aggressive Re~urn -to 
-Work Program, it remains the doctor's prerogative to take the injured worker off work 
completely. However, the City's cost avoidance attributable to the transitional duty performed 
through the Return-to-Work Program, remains significant, totaling $14,605,481 over the last four 
years. 

tle .. ~ \l.t} 
• $821 , 680 more 

savings than last 
year 

• $4,264,320 saved 
in FY 13-14 

$3,000,000 

$2.500,000 

$2,000,000 

$1,500,000 

Transitional Duty Program Savings 
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ROGRAMS THAT WORK 

CITY Of OAKt/'IND 

Productivity Gains via Transitional Duty Program (Early Return-To-Work) 
/ 

In 2013-14 the City of Oakland's Early Return-To-Work program gained momentum with the num­
ber of claims engaged in modified duty assignments (seen in green below) well exceeding the 
number of claims where the injured worker was not working at all (as seen in blue below). The 
red below indicates times when a department puts an employee on Paid Admin. Leave in lieu of 
providing modified duty. 

Of~,., 
' • 2018 more days of 

modified duty than 
last year 

• 617 fewer lost 
days than last year 

------1 
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Exhibit 12-B outlines the 
increased productivity gained 
by having employees return 
to transitional modified work 
while they are still recovering 
from injuries. As seen in 
exhibit 12-B Fiscal Year 2013-
2014 reflects 2018 more days 
of regained productivity 
related to injury claims than 
just last year. There were 
also 617 fewer lost days in 

25ooo rm~---------~ 

Fiscal Year 2013-2014 than 
last year as well. 
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ROGRAMS THAT WORK 

Transitional Duty Program Use By Department 

()ff ..... . . 
. ~: 

• OFD 8: OPW had more injured workers in the transitional duty 
program in FY 2013-14 than last year 

• OPD has had the most injured workers in the transitional duty 
program in each of the last 3 years 

• Overall FY 2011/12 had more total workers in the transitional 
duty program than each of the 2 subsequent years. 

Transitional Duty Days/Year by Dept. 
3 Year Comparison 

12,000 
11,182 
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ROGRAMS THAT WORK 

PERFORMANCE MEASURES 

The City of Oakland's HRM department uses a variety of measures to monitor performance of 
how claims are administered. The statistics of Closing Ratio and Fraud Investigations in the 
exhibits below will highlight some of these measures. 

Closing Ratio measures how many claims are closed as compared to newly opened claims 
over a specific period of time. A closing ration of greater than one is preferred and indicates 
that more claims are being closed than opened, thereby reducing the City's total number of 
open claims (and future liability). 

Claims Productivity Ratio by Fiscal Year Exhibit 14-A 

2009 829 650 

2010 812 592 

2011 701 568 

2012 634 598 

2013 691 566 

Of.· 2014 645 640 

• Fraud tips are the most prevalent method of fraud detection 

• Organizations with a fraud reporting hotline have a much higher likelihood to 
detect a fraud from a tip (51%) than organizations without hotlines (35%) 

Fraud Investigations have 3 parts: 

1. Surveillance (observation of individual, without contact with the subject) 

2. Field Investigations (progression of surveillance, and taking statements from 
the subject 8: others) 

128% 

137% 

123% 

106% 

122% 

101% 

3. Fraud Referral (the final step, when the case meets the standard for fraud set by the 
District Attorney) 

Fraud Investigation Activity Exhibit 14-B 

Total Claims Surveillance Field Fraud Referral Background Denied 
Filed Investigation (FD-1) Submission Checks Claims 

515 
37 28 11 34 88 

(7%) (5%) (2%) (7%) (17%) 
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ROGRAMS THAT WORK 

CITY or OAKlAND 

AGREED MEDICAL EXAMINATIONS (AME) 

An Agreed Medical Examinations (AME) is a tool approved by the State of California as a 
method of seeking third opinion resolutions on disputed medical cases. It is used 
predominately in cases where the employee's treating physician and the employer's physician 
are not in agreement on the severity of injury and permanent disability caused by the 
injury. When such disagreement exists, either party (employee or employer) have the option 
to invoke an Agreed Medical Examination. However, the examination cannot go forward unless 
both parties agree to the need for the exam. Additionally, the State of California requires that 
the injured worker have legal representation to qualify for an AME. If the employee does not 
have legal counsel, the City cannot require the employee to participate in the AME process. 

The physician selection process is managed by the State of California. When a request for an 
AME has been received, the State will provide a "panel list" of physicians for the two parties 
to select from for the examination. The State of California establishes the panel, and 
frequently there is a waiting list of several months for an examination appointment to be 
obtained due to the number of backlogged disputed workers' compensation cases within the 
State. 

The City of Oakland relies heavily on AMEs to bring resolution to a number of our workers' 
compensation cases. The exhibit below provides information on the number of AME and QME 
(Qualified Medical Examination) processes that have been utilized for Fiscal Year 2009-10 
through Fiscal Year 2013-14. In addition, this exhibit reflects the number of cases settled on 
the basis of the opinion of the employee's Primary Treating Physician (PTP). 

Medical Legal Statistics by FY for City of Oakland Workers' Compensation Claims Exhibit 15-A 

Number of Claims Settled 277 157 322 132 132 

AME (Agreed to Medical Examination) 161 106 258 103 84 

PTP (Primary Treating Physician) 50 24 42 18 22 
Pa (Employee Unrepresented 

38 14 13 6 15 

by 
13 7 6 5 11 

Other (Death or other decision/action) 15 6 2 0 0 
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ROGRAMS THAT WORK 

ACCIDENT REVIEW COMMITTEE (ARC) Each department has its own Accident 

Review Committee. The role of the ARC is to review every vehicle accident within a 

department, regardless of who is at fault, determine whether the accident was preventable, 
and identify ways to mitigate future, similar, accidents. The Committee is comprised of 

representatives from Human Resources Management, Employee Relations, departmental 

supervisors, and the ARC Departmental Chairperson. The ARC makes recommendations to the 

Department, which the Department may choose to implement. Effective application at the 

department level to apply the recommendations from the ARC is a key method for departments 
to reduce the number and severity of claims. 

Of' : ••: ~.:., .... • "'WTtt. .• ,, 
·· • $101,858 refunded via Insurance Recoveries 

PROGRAM INSURANCE RECOVERY- The Risk Management Division has collected over 

$82,255 in 3rd Party associated with Workers' Compensation claims as well as $19,603 in Excess 

Recoveries for a total recovery value of $101,858.00. 

SAFETY AND LOSS CONTROL 

The City's safety programs are designed in response to claims activity 
within departments, as well as OSHA-mandated trainings. 

Loss control efforts are promoted through the Ergonomics Program, 

Targeted Safety and Loss Control Programs, OSHA Compliance Programs, 
Ergonomic Workstation Design, and a Defensive Driving Program. 

The City of Oakland's web-based training program, has proven effective 

Ergonomics for the Computer Workstation 

at reaching a significant number of employees. Introduced in 2008, the roster includes more than 
100 safety and well ness courses designed specifically to meet State and Federal OSHA regulatory 
requirements. Managers and supervisors are able to assign courses to their staff, and track the 

status of completion. Because the courses are on-line, staff are able to take the required courses 

as their schedules allow, and the City is able to add courses designed by City staff as new 
resources become available. To date, employees have completed more than 8,500 courses. 

The City of Oakland sets the tone for commitment to ergonomic work practices by: 

• Offering ergonomic coaching in each monthly New Employee Orientation meeting 

• Offering one-on-one ergonomic assessments upon request for all new office-based staff 

• Providing group classes on ergonomic safety protocols targeting the many physically intensive 
jobs across the City including Public Works, the Library, and Parks & Recreation 

• Responding to one-on-one ergonomic reviews in response to medically necessary requests for 

ergonomic accommodation, or at the request of the individual employee. 

16 



ROGRAMS THAT WORK 

CLAIM MANAGEMENT 
PROGRAM 

Or
;) __ : 
j ' '. [ .~ . -~ ' ' ~ j 

• : . .I: ...... 

• 9.37% increase of disabil­
ity claims in FY 2013-14 

• $4.3 Million reduction of 

Disability Payments 

• Effective Utilization 

Review decreases 
Disability & Medical Costs 

despite increasing 
New & Open Claims 

The City's Claim Management Program 
standardizes the process the process for 

documenting and reporting claims, and 

incorporates a transitional duty (Early 

Return-to-Work) program. The effective­
ness of this program hinges on the contri­

butions of three groups: 

• Department-Based Coordina­

tors 

• RMD Workers' Compensation 

Program Coordination 

• The City's Third-Party Adminis­

trator (JT2 Integrated Re­

sources). 

Open Disability vs. Reported a aims 
FV2013-14 

Exhibit 17-A 
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Exhibit 17-B 
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ROGRAMS THAT WORK 

CLAIM MANAGEMENT 
PROGRAM 

• Over the past 4 years 
disability claims have 
steadily declined. 

• Increases in Medical Only 
and First Aid claims 
reflect less severe 
injuries (i.e. lower costs). 

• The number of injuries per 
department increased in FY 13 
compared to FY 12. 

CITY or {);\KtANfJ 

Total Claims Received/Year Exhibit 18-A 

4SO .,------------------
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• Injuries/department in some 
smaller groups (i.e. Finance 
Management, OPL, DHS, 8: OPR 
declined at the level of the 
individual department). 

# ofCaims By Department FY12 & FY 13 Exhibit 18-B 
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HIRD PARTY CLAIMS ADMINSTRATOR 

ACTIVE PARTNERSHIP WITH A THIRD PARTY ADMINISTRATOR 

The success of the City's Self-Insured Workers' Compensation program relies heavily on an ongoing 
and interactive partnership with the City's third party administrator (TPA). The TPA assists in 
managing the regulatory and technical compliance associated with the Division of Workers' 
Compensation (DWC) and the California Division of Industrial Relations (DIR). The City's Risk and 
Benefits staff maintain daily contact with the TPA related to all aspects of claim management 
that impact our staffing, claim processing, reserve allocation, and settlement funding related to 
our self-insured status. 

The City engages in a number of different analytical tools to assess the performance of the TPA. 
Included in these tools are annual Claims Audits, Annual Actuarial Reviews, quarterly financial 
reviews, quarterly fraud status updates, and intermittent miscellaneous reviews, such as Fraud 
program review, contract compliance assessments, etc. In the past year, the City commissioned a 
number of these tools, including a claims audit, actuarial assessment, and fraud assessment. The 
results of these assessment efforts are found in Appendices C- F. Below is a discussion of the 
Claims Audit. 

·Each year the TPA undergoes an audit of their overall performance. Since 2001 the City has 
contracted with JT2 Integrated Resources as the TPA. The graph below outlines JT2's annual 

audit scores over the last 9 years. As seen in the graph, a passing audit score is 85%. The 2014 
independent performance audit rated our TPA, JT2 with an overall 73% performance rating, a 
marked decline from prior years, as seen in exhibit 19-A. This rating is visibly different from audit 
scores in prior years as seen in the exhibit 19-A. 

rrC;IA ~/·,. v t '"'~q;t?~,,,,, 

• Annual ratings 
exceeded the 85% pass 
mark in all prior years. 

• 2014's Annual 
Rating shows a 
marked decline 
from prior years. 

• See Appendix C for 
more detailed 
information. 

Annual Performance Audits of JT2 

10CJ'/o 

90% 

80% 

70% 

60% 

50% 

40% 

30% 

20% 

10% 

0% 

2007* 2008* 2009** 2010* 2011 ** 2012* 2013** 2014* 
2006*** Auditors: *Bickmore **CSAC ***NB Associates 
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HIRD PARTY CLAIMS ADMINSTRATOR 

ACTIVE PARTNERSHIP WITH TPA (continued) 

The 2014 performance audit found JT2 to exceed the 85% performance standard in half of the 14 
categories rated (highlighted at the top half of Exhibit 20-A). Each of the passing categories, with 
the exception of one, exceeded the 85% performance standard. 

The other half of the 14 rating categories in the audit received failing scores. Each of the failing 
scores in 2014, with the exception of one category, was at least 5% or more below the baseline 
performance standard of 85% in 2014. 

The audit's overall 2014 rating of 73% reflects a decline in many of the categories identified by 
the City as critical services for the success of the workers' compensation program. The Human 
Resources Management staff is meeting with JT2 regarding the deficiencies found in the audit and 
will continue to monitor closely the areas where performance improvement needs are highlighted 
in Exhibit 20-A. 

TPA Audit Results Exhibit 20-A 

0/o 

Performance Standard change 
2014 2103 2012 since 

Rating Rating Rating last 

48 Hour Claim Set Up 97% NT 97% 0% 

Physical Therapy Management 91% NT 94% -3% 

Transitional Work 91% NT 90% +1% 

Managed Care & Early Intervention 91% NT 100% -9% 

Administrative Reports 89% NT 90% -1% 

Appropriate Identification of Claims 
100% NT 100% 0% 

(Medical Only vs. Indemnity) 

Timely Claim Decisions 94% 100% 79% -6% 

Reserve Adequacy 69% NT 79% -10% 

Timely/Accurate Payments 73% 88% 89% -15% 

Subrogation Management 67% 100% NT -33% 

Database Integrity 33% NT 47% -14% 

Coordination with Contract Monitor 84% NT 95% -11% 

Litigation Management 69% 99% 93% -30% 

Supervision 79% 80% 86% -1% 

NT = Not Tested 
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ROGRAM EXPENDITURE CATEGORIES 

The primary expenditure types of the Workers' Compensation Program can be categorized as In­
demnity Payments in the form of Permanent Disability and Temporary Disability payments, Medi­
cal expenditures, and Allocated Expenditures. Appendix A defines these terms further, and 
Appendix B provides a detailed breakdown of program expenditures over the past 5 years. 
The following graphs show four-year histories of each of the key categories of Workers' 
Compensation expenses: 

PERMANENT DISABILITY 

SETTLEMENTS 

' Exhibit 21-A shows a four-year 
history of indemnity expenses paid 
for the settlement of claims where 
the injury has resulted in some level 
of permanent disability for the 
employee. 

TEMPORARY DISABILITY 

PAYMENTS 

Exhibit 21-B shows a four-year history 
of indemnity expenses paid for salary 
related to claims. Indemnity I Salary 
Expenses are divided into two 
categories: 4850 and Non-4850. 

For non-4850 , cost drivers are linked 
to both negotiated pay increases and 
to the State Annual Weekly Wage 
(SAWW). For 4850, full pay costs are 
driven by negotiated increases in 
sworn salaries. 

MEDICAL EXPENSES 

Exhibit 21-C shows a four-year 
history of medical expenses 
associated with all workers' 
compensation claims. In FY 2013-14, 
the City medical expenditures costs 
increased slightly. 

Permanent Disability Settlements 

$8 

Ill 
$6 

1: 
.2 

:E 

$-

Temporary Disability 

Ill 
1: 
.2 

:E 

- -

Medical Expenses 

$7,000,000 "'!""""""----
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ROGRAM EXPENDITURE CATEGORIES 

Expenditure categories by Year Exhibit 22-A 

$25 

$20 

"' $15 c: 

~ 
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$0 

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2013-14 

!!II! Medical !!II! Other Claim Costs 1%1 Perm and Temp Disability 

• $2.02 Million fewer costs than last year. 

• 9% lower cost in FY 2013-14 than the average annual cost in the last 5 years. 

Cairn Expenditures by Type (Millions) Exhibit 22-B 

Claims Cost$1.98 
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ROGRAM EXPENDITURE CATEGORIES 

t\,t, ... 4<-< VJ' "~1;:~ .. 

• Disability Salary 8: 
4850 both relate to 
Salary Payments 
made to injured 
workers missing 
work time. 

PD Settlements, Disabilty Salary,& 4850 Costs Exhibit 23-A 

()f~ .. 
• Other Claim Costs 

(Allocated) 
represent the 
$1.98 million 
seen on the 
previous page 

• Other Claim Costs 
are the costs of 
administering the 
program 

Other Oaim Costs (Allocated) 
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Exhibit 23-B 
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REQUENCY & SEVERITY BY DEPT. 

CITY Of OAKLAND 

The following exhibits provide department history as related to frequency (number of claims) 
and severity (future liability of claims). This data can be used by the City and individual 
departments to determine where the largest program users exist. The focus of injury 
prevention programs should target the areas of high frequency and severity. 

NurTibefofClaims b}'Dept. rY12,;,;;;FY 14. ' Exhibit24.:A '· .· 

; / 
.· 

: FY2011-12 .·· ' FY 2012·13 : FY 2013.,.14 

Fl~at Fliat 
·'' First .··'•·:•·• 

Dept. ·····,••··•••• .•• , ,· 
·•··· 

M.O. loisb. 
.·. ·,. 

•••• •••• •••• 
All M.O. Disb • ,All Aid M.O. Dis b • All 

City Administration 0 1 3 4 0 0 1 1 1 1 2 4 
Police 55 53 183 291 42 45 135 222 64 70 132 266 
Fire 19 22 93 134 13 25 91 129 18 45 94 157 
Public Works 27 39 43 109 18 34 50 102 24 44 55 123 
City Ahu1 ''t='Y 0 1 2 3 0 3 1 4 0 1 1 2 
Office of Mayor 0 1 1 2 1 0 0 1 0 0 1 1 
Parks & Recreation 7 8 4 19 12 9 6 27 7 13 5 25 
Library 2 3 5 10 6 9 10 25 2 5 10 17 
Human Services 8 14 18 40 5 14 16 35 11 7 13 31 
Financial Mgmt. 2 12 11 25 3 3 6 12 1 3 4 8 
Dept. of Info & Tech 0 1 2 3 0 1 . 3 4 0 1 2 3 
Housing & Comm. Dev. 0 0 0 0 0 1 0 1 1 1 0 2 
Neighborhood lnv. 0 0 0 0 0 0 1 1 0 0 1 1 
Planning & Bldg. 0 0 0 0 0 2 1 3 0 1 1 2 
jTotals 120 155 365 64011100 146 321 567 129 192 321 642 
M.O: Medical Only Claims 

Disb. Claims with disability costing 

Estimated Future Liability by Dept. .• . , . <, •.•• ," ., • ' 
• • ····,···· ••• , ..•. , ••••• { Exhibit24-:B 

Dept. 
.,, 

FY 2012.;13 FY2013 .. 14•··,:, ' ' . , . FY2011-12 

City Administration $ 48,344.00 s 52,204.00 s 6,842.00 
Police s 4,989,104.00 s 2,403,351.00 s 2,191 '952.00 
Fire s 3,331,493.00 s 2,353,015.00 s 2,090,567.00 
Public Works $ 562,101.00 s 434,666.00 s 805,770.00 
City Attorney $ 1,988.00 s 5,771.00 s 3, 777.00 
Office of Mayor $ 13)564.00 s 11,867.00 s 14,775.00 
Parks & Recreation $ 44,172.00 s 27,918.00 s 60,363.00 
Library $ 10,745.00 s 22,738.00 s 86,437.00 
Human Services $ 85,288.00 s 113,885.00 s 118,004.00 
Financial Mgmt. $ 104,469.00 s 28,180.00 s 20,950.00 
Dept. of Info & Tech s 1,934.00 s 3,905.00 s 6,527.00 

Housing & Comm. Dev. $ 45,184.00 s 1,800.00 s 187.00 
Neighborhood lnv. s - s - s 325.00 
Planning & Bldg. $ - s 6,028.00 s 503.00 
Totals $ 9,238,386.00 $ 5,465,328.00 $ 5,406, 979.00 
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OLICE DEPARTMENT 

• 2.3% more claims in OPD in FY 2013-14 than the 3-year average 

• 32.8% cost decline on OPD claims since from the 3-year average 

Police Department -- Workers' Compensation Claims 

# 

of Claims 

FY 2013-14 266 

3-Year Average 260 

% Cost of 

of City Claims 

41.4% $ 2,203,940 

42.2% $ 3,206,001 

Number of OPD Claims 

(Three Year History) 

Exhibit 25-A 

% Average Cost 

of City Per Claim 

40.58% $8,285 

47.33% $12,331 

Exhibit 25-B 

• 2. 9% reduction of claims involving 
temporary disability since last year 

3SO "1"""'"--------------------------------------

• 5-year low for temporary disability 
claims 

Number of OPD Claims by Type Exhibit 25-C 
\ 

Five Year Analysis 

FY2009 FY2010 FY2011 FY2012 FY2013 

IIIII Disability IIIII Medical Only IIIII First Aid 
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OLICE DEPARTMENT 

• OPD knees were injured most often in FY 2013-14 

• Strains were the more frequent type of OPD injury in FY 2013-14 

• Injuries with the ground were the most frequent cause of loss 

OPD INJURY TYPES FY 2013-14 

Top 5 Body Parts 

a Knee 
ilWIIllli1 No physical injury 
a lower back area (inc. LumbL. 
- Multiple body parts 
WMMI Psyche 

Top 5 Loss Causes 

•ground 
ilWIIllli1 bodily motion 
• person other than the Injured 
•vehicles: non-powered/power ... 

Stress/Strain ot Employment 
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Exhibit 26-A 

Top 5 Nature Of Injuries 

-Strain 
WJff%li Contusion 
-Infection 
- Mental Stress 
- Contagious Disease 

Top 5 Agency Of Injuries 

• Strain; strain or injury 
by,NOC 

Bl Contact with 
-Cumulative (NOC) 
- Strain; repetitive motion 
• Injured by; another person 



IRE DEPARTMENT 

()ff~ .. 
• 12.1% more claims in FY 2013-14 than the 3-year average 

• $5,185 less cost per claim in FY 2013-14 than the 3-year average 

Fire Department -- Worker's Compensation Claims Exhibit 27-A 

# % Cost % Average Cost 

of Claims of City of Claims of City Per Claim 

FY 2013-2014 157 24.5% $ 2,095,592 39% $ 13,348 

3-Year Average 140 22.7% $ 2,594,580 38% $ 18,533 

Number of OFD Cairns Exhibit 278 

200 "'!"""""-------------

• 3-year similarity on the number of OFD 
Temporary Disability Claims 

• Higher total number of claims in FY 14 

Number of OPD Claims by Type 

Five Year Trend Analysis 
Exhibit 27-C 
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IRE DEPARTMENT 

• OFD lower backs were injured most often in FY 2013-14 

• Strains were the most frequent injury in OFD in FY 2013-14 

• Injuries with the ground were the most frequent cause of loss in FY 2013-14 

OFD INJURY TYPES FY 2013-14 

Top 5 Body Parts 

lllll!ll!ff L<u•er ba<:f: area. {ilK\ L:;m t•.! .. , 
St.ou>:ier(s} 

• No p~yli\Q;;l ir0\!ry 
•Kna 

.cHilnll 

Top 5loss Causes 

•groun4 
t:m®:t ur.k!!!)'II!\'WIW 

inf~t~ns!dio&aS&'aserts 
brolty mmbrr 
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Top 5 Nature Of Injuries 

Top 5 Agency Of Injuries 

Exhibit 28-A 
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UBLIC WORKS 

• 18% more claims in FY 2013-14 than the 3-year average 

• $8,484 less cost per claim in OPW in FY 2013-14 than the 3-year average 

Public Works Agency-- Worker's Compensation Claims 

Number Cost of 

of Claims 
%of City 

Claims 

FY 2013-14 123 19.2% $1,406,612 

3 Year Avg. 105 17.0% $1,048,379 

• 3-year low for OPW Claim Costs 

• 3-year high for OPW Claims filed 
Number of OPW Claims 

• 5-year high on injuries without lost time 
150 
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I N~;ber of OPW a aims by Type 
Exhibit 29-C I Five Year Trend Analysis 
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Cost of OPW Claims 
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UBLIC WORKS 

• OPW injuries involved multiple body parts most often in FY 2013-14 

• Strains were the most frequent injury in OPW in FY 2013-14 

• Injuries with the ground were the most frequent cause of loss in FY 2013-14 

OPW INJURY TYPES FY 2013-14 

Top 5 Body Parts 

• Multiple body parts 
M\'Wirt Lower back area (inc. LumbJ... 
• Shoulder{s} 
•Foot 

Hand 

Top 5 Loss Causes 

•ground 
ik%:! bodily motion 
- Stress/Strain of Employment 
• vehicles: non-powered/power ... 

':' animals and Insects 
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Exhibit 30-A 

Top 5 Nature Of Injuries 

-Strain 

- Laceration 
-Contusion 
-Dermatitis 

Puncture 

Top 5 Agency Of Injuries 

- Strain; strain or Injury 
by, NOC · 

Wrt# Strain; lifting 
- Contact with 
- Strain; repetitive motion 

Fall. slip or trip, NOC 



ARKS 8t RECREATION 

Of; 

Of 

• 4% increase in claims in FY 2013-14 over 3-year average 

• $551 increase in the cost per claim over 3-year average 

(impacted by FY 2011-12 claim costs as seen Exhibit 27-D) 

Office of Parks and Recreation Claims 

No. of 

Claims 
%of City 

FV 2013-14 25 3.9% 

3-Vea'r Average 24 3.9% 

Cost of 

Claims 
%of City 

$60,738 1.12% 

$45,112 0.67% 

• Fewer Claims in OPR than last year 

• Similar Cost of Claims to last year 
Number of OPR Claims 

Three Year History) 

Exhibit 31-A 

Average Cost 

Per Claim 

$2,430 

$1,879 

Exhibit 31-B 
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ARKS & RECREATION 

• OPR incurred foot injuries most often in FY 2013-14 

• Strains were the most frequent injury in OPW in FY 2013-14 

• Injuries with the ground were the most frequent cause of loss in FY 2013-14 

OPR INJURY TYPES FY 2013-14 

Top 5 Body Parts 

Top 5 Loss Causes 

Rground 

-Foot 
!1111118 Ankle 
-Knee 
-Skull 

Hand 

B recreational activilylequlpmnt 
• vehicles: non-powered/power ..• 
RFumlture 
fi#l&J Foreign Body 
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Top 5 Nature Of Injuries 

-Strain 
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-Rupture t\k,_ Needlestick 

Top 5 Agency Of Injuries 

- Strain; strain or injury 
by,NOC .. 

ftR Fall, slip or trip, NOC 
- Contact with 
-Injured by; falling or flying 

object 
i:,;;;;WE Strain; pushing or pulling 



LL OTHER DEPARTMENTS 

• 7% fewer claims than averaged over the last 3 years 

• $464 less Cost per Claim than averaged over the last 3 years 

All other Departments' Claims Exhibit 33-A 

#of % Cost % Average Cost 
Claims of City of Claims of City per Claim 

FY 2013-14 77 12.0% $261,259 5% $3,393 

3-Year 
84 13.6% $323,961 5% $3,857 

Average 

Of 
• 3-year low for claim frequency 

Number of Cairns- All Other Dept's Exhibit 33-B 
• Similar Cost of Claims to last year 

All Other Departments• Claims by Type ; 
' 

five-Year Trend Analysis Exhibit 33-CI 
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PPENDICES 

SCHEDULE OF EXHIBITS 

Appendix A Key Terms 

Appendix B Workers' Compensation Expenditure Report 

(FY 2009-10 through FY 2013-14) 

Appendix C Workers' Compensation Third Party Administration 
Claims Audit, Final Report 

(Bkkmore Rjsk Serv;ces and Consult;ng, January 16, 2015, 
Pages 1-12. The Assessment Summatjon Charts and 
Worksheets are excluded due to the volume of the 

Appendix D Response from TPA Regarding Annual Claims Audit 2014 

(Letter from JT2 Integrated Resources to Deb Grant, R;sk 
Manager, dated March 16, 2015) 

Appendix E Actuarial Review of the Self-Insured Workers' 
Compensation Program 

(AON R;sk Solut;ons, June 30, 2014, Pages 1-45.) 

Appendix F Fraud Audit 

(Letter from CSAC Excess Insurance Authority, dated July 
1, 2014) 
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EYTERMS 

The following section provides information about the Workers' Compensation Program 
expenditures for Fiscal Year 2013-14, as defined in the table below. 

Permanent Disability 
Settlements: 

Temporary Disability: 

Allocated: 

(Other Claim Costs) 

Medical: 

Administrative: 

• Settlements paid when an injury results in a permanent 
disability 

• Non-Sworn Salary Supplement: City Payments at the employ­
ee's full rate of pay made in the first 60-90 days when an when 
injured workers are unable to perform work of any kind 

• Temporary Disability: State-mandated payments made when 
injured workers are unable to 
perform work of any kind 

• Sworn Salarv Suoolement/4850: State-mandated payments at 
the employee's full rate of pay for up to 1-year when an in­
jured worker is unable to perform work of any kind 

• Rehabilitation • Return to Work Services 

• Investigation Expenses • 24hr Injury Report Line 

• Legal • 10% Penalties 

• Utilization Review 

• This includes all medical expenses related to treatment of the 
injury, including diagnostics, physical therapy, durable 
medical equipment, prescriptions and surgery, and in/out hospi­
tal patient care. 

• This includes costs associated with administration of the 
Workers' Compensation Program. 
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PPENDICES 

Ex12enditures B~ Year 2009-10 2011-12 2013-14 %Change 
Since FY09-10 

Settlements: 
Permanent Disability $5,036,106 $6,673,128 $4,838,242 -3.9% 

Temporary Disability 
Non-4850 

Temporary Disability s 1,371,942 s 1,472,842 s 1,346,545 
MOU Benefit-non-sworn s 526,605 s 343A26 s 409,312 

Total Non-4850 Pay $ 1,898,547 $ 1,816,268 $ 1,755,857 -7.5% 

4850 
Sworn-OPD-4850 Pay s 2,654,322 s 3,162,991 s 2,533,225 
Sworn-OFD-4850 Pay s 3,104,530 s 1,947,291 s 1,425,723 
Total 4850 Pay $ 5,758,852 $ 5,110,282 $ 3,958,948 -31.3% 

Subtotal-Temp. Disability $ 7,657,399 $ 6,926,550 $ 5,714,805 -25.4% 

Total Temp. Disability $ 12,693,505 $13,599,678 $10,553,047 -16.9% 

Allocated: 
{Other Claim Costs} 

Rehabilitation s 23,955 s 30,272 s 55,365 
Investigation Expenses s 403,961 s 443,173 s 174,998 
Legal s 1 '180,255 s 942,854 s 1,226,711 
Utilization Review s 321,099 
Return to Work Services s 55,235 
24hr Injury Report Line s 44,100 
10% Penalties s 7,864 s 7,468 s 4,574 

- (JT2 8: non JT2) 

Subtotal-Allocated $ 1,616,035 $ 1,423,767 $ 1,982,082 2.3% 

Medical 
WC Disability Medical s 6,337,731 s 6,788,446 s 6,542,036 
First Aid Only Claims s 8,614 s 20,487 s 29,561 

Total Medical: $ 6,346,345 $ 6,808,933 $ 6,571,597 3.6% 

Operational Expenses s 20,655,885 s 21,832,378 s 19,106,726 -7.5% 
Third Party Recovery- s (821,953) s (2,411,517) s (1 01,858) 

Refunded to City 

Total Operational Expenses $ 19,833,932 $19,420,861 $19,004,868 -4.2% 

Admin. Expenses 
TPA Contract s 2,112,868 s 2,162,655 s 2,126,962 
Bill Review Expense s 582,384 s 582,384 s 593,456 
Mise~ Admin. Fee s 17,739 
(Storage) 

Subtotai-Admin. $ 2,695,252 $ 2,745,039 $ 2,738,157 1.6% 
Expenses 

Total Workers' 
$22,529,184 $22,165,900 $21,743,025 -3.5% 

Compensation Expense 
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Workers' Compensation Performance Audit 2014 

City of Oakland 

January 16, 2015 



January 16, 2015 

Ms. Deborah Grant 
Risk Manager 
City of Oakland 
One Frank H. Ogawa Plaza 
Oakland, CA 94612 

Re: JT2 Integrated Resources 

ic r 

Workers' Compensation Performance Audit and Contract Analysis 2014- Amended 

Dear Ms. Grant: 

Enclosed is our amended final report for the Workers' Compensation Performance Audit of JT2 

Integrated Resources' (JT2
) work as the City of Oakland's (City) third party administrator. The 

Performance Audit was completed October 27, 2014, with a draft report provided to JT2 and the 
City, providing JT2 with an opportunity to clarify any audit findings prior to issuance of the final 
report. The amendment references Category 2 -Five Day Decision. At your request, we have 
revised this category to measure compliance against the 14 day initial decision timeline 
specified in Regulation 9812. 

All clarifications and additional information provided by JT2 have been considered in the final 
audit scores. 

An electronic copy of this audit report is provided at this time. If you have any question or 
concerns, please feel free to contact me at (916) 244-1155. 

Sincerely, 

~-/d .. ~ /.5a4i 

Judith Bals, WCCP 
Director, Workers' Compensation Services 

1750 Creekside Oaks Drive, Suite 200, Sacramento, CA 95833 • 800.541.4591 • f. 855.242.8919 • www.bickmore.net 
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I. Executive Summary 

City of Oakland 
Workers' Compensation Performance Audit 2014 -Amended 

At the request of the City of Oakland (City), Bickmore performed a Workers' Compensation 
Performance Audit of the contracted third party administrator, JT2 Integrated Re~ources (JT2

), 

based on compliance with the specific categories identified by the City. 

A. Work Plan and Methodology 

To implement the audit process, Bickmore was provided with a loss run from which 150 files 
were randomly selected. The scope of the audit was to assess claims handling activity between 
September 1, 2013, and August 31, 2014. Files with work product outside of this range have 
been excluded from the calculations. 

A benchmark target of 85% for minimal compliance has been established and all claims were 
audited against this standard. 

The online audit was conducted by Ms. Jacquelyn Miller of Bickmore, the results of which were 
used for the compilation of the audit and report. Management staff of JT2 was provided with 
preliminary observations prior to the data analysis at the conclusion of the audit. JT2 was also 
provided the opportunity to respond to the findings with additional information and/or 
clarification. 

All files selected were available in electronic format and reviewed online, as JT2 converted their 
claims administration for the City's program to an electronic claim file format in October 2010. 
The comments and recommendations that follow apply only to the workers' compensation 
claims management processes. 

B. Observations and Findings 

This audit was conducted to determine if JT2 has met the performance standards established by 
the City and achieved a rating of 85% in each category, as well as maintaining a 100% closing 
ratio. It is noted the current contract for service with JT2 no longer includes a performance 
incentive; nor does it outline specific performance standards. The prior audit reports 
contracted by the City in 2007, 2008, 2010, and 2012 were reviewed for comparison purposes. 
A weighted formula was created for this audit based upon the performance standards specific 
to the City. Category 2 was amended to reflect compliance with Regulation 9812, decision 
within 14 days of knowledge. 

Based on the audit results, not all categories achieved a rating of 85%. Bickmore staff assessed 
an overall amended final rating of 73%. 

Bickmore 



City of Oakland 

Workers' Compensation Performance Audit' 2014 -Amended 

Performance Standard areas rating at or above 85% were noted as: 

• Category One- 48 Hour Set-Up; 

• Category Two- 5 Day Decision (Amended to 14 days); 

• Category Three- Physical Therapy Management; 

• Category Four- Transitional Work; 

• Category Eleven- Managed Care & Early Intervention; 

• Category Thirteen- Administrative Reports; and 

• Category Fourteen- Appropriate Identification of Medical Only vs Indemnity. 

Performance Standard areas rating below 85% were noted as: 

• Category Five- Reserve Adequacy; 

• Category Six- Timely/Accurate Payments; 

• Category Seven -Subrogation Management; 

• Category Eight- Database Integrity; 

• Category Nine- Coordination with Contract Monitor; 

• Category Ten- Litigation Management; and 

• Category Twelve- Supervision. 

Our opinion is limited to the files reviewed in the audit process. Any future audit on the City's 
program may yield a different result in the score, as the score system is predicated on the 
actual files reviewed. 

Overall, the audit results reflect a decline in many of the categories identified by the City as 
critical services for the success of the workers' compensation program. This decline appears to 
be directly related to the extensive turnover experienced by the Oakland office of JT2 over the 
past two years. 

A lack of documentation of internal job responsibilities was noted, involving both the manager 
and Early Intervention/Transitional Work Specialist positions. Additionally, interviews 
conducted during the audit supported the turnover issue with comments such as "This is the 
first time we have been fully staffed in some time." It should be noted the current manager, 
Mary Baptiste, has recognized the lack of documentation and has put forth a great deal of 
effort to correct this situation. 

Concerns regarding Database Integrity, which are addressed in the General Comments and 
Observations section of this report, continue from the prior audit in 2012. Staffing in the last 
year, with an average of two successive adjusters per file, was recognized. Files requiring more 
technical expertise are transitioned to the Technical Specialist Unit (TSU) at 120 days. 

Bickmore 



City of Oakland 
Workers' Compensation Performance Audit 2014 -Amended 

While the change in adjusters is supported by the transitioning of files to more experienced 
adjusters as the files age and become more complicated with higher levels of financial 
exposure, the change in adjusters is also a result of staffing turnover at the adjuster level. 

The closing report provided by JT2 demonstrates a closing ratio of 103.75%. The City's 
performance expectation for the Closing Ratio is 100%. 

In conclusion, the overall work product of JT2 on the City's program results in an amended 
rating of 73%. 

Backmore 



II. Performance Standard Review 

A. History 

City of Oakland 
Workers' Compensation Performance Audit" 2014 -Amended 

JT2 has provided Third Party Administration (TPA) services to the City since August 2001. The 
annual performance standard audit is conducted by an independent third party to evaluate the 
work of JT2 and their success on the City's program. In prior audits, a rating of 85% or higher 
had been established in order to qualify for receipt of retained contract funds. The current 
contract with JT2 no longer contains this retained contract fund arrangement; however, a target 
goal of 85% compliance remains appropriate for the annual audit. 

The audits conducted by Bickmore in 2007, 2008, 2010, and 2012 demonstrated overall ratings 
of 91%, 89%, 91%, and 87%, respectively. These audits will be used as a comparison against 
current audit results. 

B. General Comments And Observations 

The following are our general comments and observations regarding the audit. 

• Return to Work (RTW)/Transitional Duty services involving Bridge Assignments has been in 
place since May 2011 with Norm Peterson and Associates (NPA). The service provided 
remains very effective and positively impacts the claims overall and individually. However, 
as stated above, there is some confusion regarding the duties and responsibilities of the JT2 

Early Intervention/Transitional Duty Specialist. 

The former Early Intervention Transitional Duty Specialist also provided a "second set of 
eyes" to the claims administration staff, recognizing issues which may impact benefit 
administration beyond simply transitional duty, and this is not encouraged with the current 
staff. The staff currently in place may be duplicating efforts of the NPA staff. Clarification 
of job duties and identification of potential duplication of services is required. 

• Only three files selected were applicable to the category of Subrogation Management. This 
category rated at 67%, with one file failing to timely pursue or recognize subrogation until 
the supervisor noted it when the examiner tried to close the file. 

• Category 8, Database Integrity, references multiple instances of inaccurate, insufficient, or 
misplaced file documentation with the primary failures related to Return to 
Work/Temporary Disability, incorrectly titled documents, reserves, and payments. It is 
noted this category continues to decline with each audit, as demonstrated by the ratings 
from 2007 to 2014 (82%, 71%, 60%, 47%, and 34%, respectively). 

Bickmore 



City of Oakland 
Workers' Compensation Performance Audit' 2014 -Amended 

• The following is a comparison of the performance standards by category from the 2007 
through 2014 Audits. The graph below indicates improvement noted in Category Seven 
(Subrogation Management), with continued improvement needed in Category Five 
(Reserve Adequacy), Six (Timely/Accurate Payments), Eight (Database Integrity), Nine 
(Coordination with Contract Monitor), Ten (Litigation Management), and Category Twelve 
(Supervision). It is recommended each Category be evaluated for opportunities for 
improvement. 
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Graph 1 
JT2 Audit Comparison 

2007-2014 
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-------·---~-·---

C. Recommendations 

_____ ,.Target 

l!lll2007 Audit 

1M 2008 Audit 

ili! 2010 Audit 

1M 2012 Audit 

WI 2014 Audit 

85% 

Bickmore submits the following recommendations or comments to the City regarding the 
workers' compensation program as it relates to the Performance Audit. 

• The JT2 staff does not focus on the 5 Day Decision documentation previously 
required, and instead, focused on the Regulation requirement of the initial decision 
within 14 days. The 5 Day Decision timeline allows the initial plan of action to be a 
focus from the outset of the claim. It is recommended that if the requirement is to 
remain in place, it be reviewed with all current staff, as well as any new employees 
assigned to the City's program. 

• While the Early Intervention/Transitional Duty program continues to meet the 
program requirements at 91% compliance, it is recognized that a change in staff at 
the Transitional Duty position at JT2 in the last few months has resulted in some 

Backmore 



City of Oakland 
Workers' Compensation Performance Audit 2014 -Amended 

confusion regarding job duties of the JT2 staff versus that of the service provided by 
Norm Peterson and Associates. The lack of guidance for this position may result in a 
decline in the effectiveness of the program. This issue was discussed with JT2 and 
management staff has indicated they are addressing the issue. 

• California Regulation 15300(b) states in Estimating and Reporting Work Injuries: 

"The administrator shall set a realistic estimate of future liability for each indemnity 
claim listed on the self insurer's annual report based on computations which reflect 
the probable total future cost of compensation and medical benefits due or that can ' 
reasonably be expected to be due over the life of the claim." 

Detailed file documentation and analysis supporting the cost estimate on each file is 
critical to achieving accurate reserving. Forty files {69% of applicable files) are noted 
to require reserve changes or analysis as identified in Category Five. Of special note 
a~d an area of needed improvement, companion claims must be documented to 
support the exposure specific to each case. 

• Timely establishment of accurate reserves is key to identifying the actual exposure 
for each claim and ultimately the program overall. Several claims were noted in 
which the adjuster commented reserves would be adjusted "once the claim was 
ready to settle," or "once the approved surgery was scheduled." Regulation 
15300(b)(7)(g) states "The administrator shall adjust the estimate immediately upon 
receipt of medical reports, orders of the Appeals Board, or other relevant 
information that affects the valuation of the claim. Each estimate shall be reviewed 
no less than annually." Timely reserve review and adjustment is a requirement that 
should be reviewed with the staff and remain a continued focus. 

As many of the cases involve reopening and re-establishing reserve exposure, as well 
as transitioning reserves from master files to companion files, the financial impact 
cannot be determined in this review. 

Bickmore 
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Workers' Compensation Performance Audit 2014 -Amended 

Ill. 2012 Third Party Administration Audit Results 

A. Performance Standard Rating 2014 

This section applies current performance standard ratings against those identified in the 2012 

audit report. 

Performance Standard One -Rating 97% (Standard Achieved) 
The TPA entered the new claim into the system within two days. 
This category rated 97% in the last audit, no change for the current review period. 64 of 66 files 
applicable met this standard. 

Performance Standard Two -Rating 94% (Standard Achieved) 
The TPA assessed a liability decision within five days. This Category has been amended to reflect 
the 14 day timeline in Regulation 9812. 
This category rated at 85% in the last audit, demonstrating an overall increase using the 
amended criteria of 94% for the current review period. 63 of 67 files applicable met this 
standard. 

Performance Standard Three- Rating 91% (Standard Achieved) 
The TPA appropriately managed physical therapy treatment requests. 
This category rated at 94% in the last audit, demonstrating an overall decrease of 3% for the 
current review period. 50 of 55 files applicable met this standard. 

Performance Standard Four- Rating 91% (Standard Achieved) 
The TPA positively influenced the return to work process and considered transitional duty. 
This category rated at 93% in the last audit, demonstrating an overall decrease of 2% for the 
current review period. 62 of 68 files applicable met this standard. 

Performance Standard Five- Rating 69% (Standard Not Achieved) 
The TPA has established timely and adequate reserves on the claim. 
This category rated at 82% in the last audit, demonstrating an overall decrease of 13% for the 
current review period. 87 of 127 files applicable met this standard. Detailed information on 
reserve recommendations is provided in the individual worksheets. 

Performance Standard Six- Rating 73% (Standard Not Achieved) 
The TPA made timely and accurate payments in the file. 
This category rated at 93% in the last audit demonstrating an overall decrease of 20% for the 
current review period. 85 of 116 files applicable met this standard. 
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Workers' Compensation Performance Audit 2014 -Amended 

Performance Standard Seven -Rating 67% (Standard Not Achieved) 
The TPA actively pursued subrogation or third party recovery. 
This category rated at 0% in the last audit demonstrating an overall increase of 67%% for this 
review period. 2 of 3 applicable files met this standard. This is a statistically insignificant 
number of files reviewed and may not be an accurate measure of performance. 

Performance Standard Eight- Rating 34% (Standard Not Achieved) 
The TPA updated the claim file timely and with appropriate data. 
This category rated at 47% in the last audit demonstrating an overall decrease of 13% for the 
current review period. 43 of 128 files applicable met this standard. Details regarding this 
category are provided in the individual worksheets as well as noted in the General Comments 
and Observations section of this report. 

Performance Standard Nine- Rating 84% (Standard Not Achieved) 
Ongoing communication with Contract Monitor is evident in the claim. 
This category rated at 95% in the last audit demonstrating an overall decrease of 11% for the 
current audit period. 54 of 64 files applicable met this standard. 

Performance Standard Ten -Rating 69% (Standard Not Achieved) 
The claim meets the litigation management standard. 
This category rated at 93% in the last audit demonstrating an overall decrease of 24% for the 
current audit period. 31 of 45 files applicable met this standard. 

Performance Standard Eleven- Rating 91% (Standard Achieved) 
The TPA utilized early intervention and managed care resources appropriately. 
This category rated at 100% in the last audit and demonstrating a decrease of 9% for the 
current audit period. 60 of 66 files applicable met this standard. 

Performance Standard Twelve -Rating 79% (Standard Not Achieved) 
Supervisory review is evident and demonstrates appropriate coaching to the examiner. 
This category rated at 86% in the last audit demonstrating an overall decrease of 7% for the 
current audit period. 95 of 121 files applicable met this standard. 

Performance Standard Thirteen -Rating 89% (Standard Achieved) 
The TPA generated administrative reports to standard. 
This category rated at 98% in the last audit demonstrating an overall decrease of 9% for the 
current audit period. 50 of 56 files applicable met this standard. 

Performance Standard Fourteen -Rating 100% (Standard Achieved) 
The TPA has classified the claim for appropriate claim type (medical only v indemnity). 
This category rated at 100% in the last audit demonstrating continued success in this area. 127 
of 127 files applicable met this standard. 
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Performance Standard Fifteen- Rating 73% (Standard Not Achieved) 
Overall claim administration by the TPA meets standard. 
This category rated at 87% in the last audit demonstrating an overall decrease of 14% for the 
current audit period. 93 of 128 files applicable met this standard. 
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APP NDIX A 

Weighted Formula 



City of Oakland 

Workers' Compensation Performance Audit 2014 -Amended 

This section assigned a weighted formula to each performance standard ranging from a point 
value of one to five based upon both the importance to the city's program, as well as the 
importance to accurate claims administration. 

Performance Standard One - Point Value Two 
The TPA entered the new claim into the system within two days. 

Performance Standard Two -Point Value Three 
The TPA assessed a liability decision within five days. This Category was amended to reflect the 
14 day compliance with Regulation 9812. 

Performance Standard Three - Point Value Four 
The TPA appropriately managed physical therapy treatment requests. 

Performance Standard Four - Point Value Five 
The TPA positively influenced the return to work process and considered transitional duty. 

Performance Standard Five - Point Value Five 
The TPA has established timely and adequate reserves on the file. 

Performance Standard Six - Point Value Five 
The TPA made timely and accurately payments in the file. 

Performance Standard Seven - Point Value Three 
The TPA actively pursued subrogation or third party recovery. 

Performance Standard Eight - Point Value Two 
The TPA updated the claim file timely and with appropriate data. 

Performance Standard Nine - Point Value Four 
Ongoing communication with Contract Monitor is evident in the file. 

Performance Standard Ten - Point Value Three 
The file meets the litigation management standard. 

Performance Standard Eleven - Point Value Two 
The TPA utilized early intervention and managed care resources appropriately. 

Performance Standard Twelve -Point Value Three 
Supervisory review is evident and demonstrates appropriate coaching to the examiner. 

Performance Standard Thirteen -Point Value Three 
The TPA generated administrative reports to standard. 

Backmore 



City of Oakland 
Workers' Compensation Performance Audit 2014 -Amended 

Performance Standard Fourteen -Point Value Two 
The TPA has classified the claim for appropriate claim type (medical only vs. indemnity). 

Performance Standard Fifteen - Point Value Rating of 70% or better 
Overall claim administration by the TPA meets standard. This category calculated the 
compliance ratings on the above 14 categories for an overall rating. 

B1ckmore 
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Appendix B 

Summary Spreadsheet 
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Bickmore 

City of Oakland 
Workers' Compensation Performance Audit 2014 -Amended 

APPENDIX C 

Individual Performance Standards 
Contract Compliance 



City of Oakland administered by JT2 

' C:laim Data 
' ' ' 

Claim ID Number 130900015 
r---------------__, 

Date of lnjuryl---____ _;_:_;...:..;;;:.;.......;.3 ____ -l 

Date of Knowledger-_____ 9..:../7-"/_20_1_3 ____ --l 

Audit Subject # 26 

Performance Standards 
Contract Compliance 
Worksheet 

2014 Audit by 

4/23/2014 

AMENDED CATEGORY 2 
~--------~--------~----------------~ 

(1} The TPA entered the new claim Into the system within 2 days. 
Y N [I] Explain: 

(2} The TPA assessed a liabiiHy decision within 5 days. 
Y N [I] Explain: Refer to File Note 09/17/13, the acceptance was due 09/16/13 and the file 

documentation did not occur until 09/17/13. AMENDED CATEGORY TO MEASURE 14 DAY 
DECISION DATE. 

(3} The TPA appropriately managed physical therapy treatment requests. 
Y N CYJ Explain: 

(4} The TPA positively Influenced the return to work process and considered transitional duty. 
Y N CYJ Explain: 

(5} The TPA has established adequate reserves on the claim. 
Y N CY]Explain: 

(6} The TPA made timely and accurate payments in the file. 
Y N D:=J Explain: 

(7} The TPA actively pursued subrogation or third party recovery. 
Y N [JEJ Explain: 

(8} The TPA updated the claim file timely and with appropriate data. 
Y N CY]Explain: ADJUSTED COMPliANCE BASED UPON ITEM #2. 

(9} Ongoing communication with Contract Monitor Is evident In the claim. 
Y N CYJ Explain: 



(10) The claim meets the litigation management standard. 
Y N c:BE] Explain: 

(11) The TPA utilized early Intervention and managed care resources appropriately. 
Y N []20 Explain: 

(12) Supervisory review Is evident and demonstrates appropriate coaching to the examiner. 
Y N CD Explain: 

(13) The TPA generated adl'}1inistrative reports to standard. 
Y N []20 Explain: 

r---:-:-..,(14) The TPA has classified the claim for appropriate claim type (medical only or Indemnity). 
Y N Y !Explain: 

(15) Overall claim administration by the TPA meets standard. 
Y N CD Explain: , 

BILL REVIEW 

y N 
(16) All Bills SubmiHed to Bill Review 

CD Explain: 

(17) Timely submission to Bill Review 
y N CD Explain: 

y N 
(18) Bills ResubmiHed 

[]20 Explain: 

(19) Fee Adjustment Corrected 
y N []20 Explain: 

_____ UTILIZATION REVIEW 

----'-'N'-'A-(20) UR Review Disputed 

----'-'N'-'A_(21) UR Review Overturned by Re-review 

----'-'N'-'A-(22) UR Review Overturned by IMR 

----'-'N'-'A-(23) Cost of IMR 



y 

y 

y 

y 

y 

y 

y 

City of Oakland administered by JT2 Audit Subject # 36 

Performance Standards 
Contract Compliance 
Worksheet 

. ~ €1aim Data , . " , " . 

130800165 

8/28/2013 2014 Audit by 
8/28/2013 

Status (open or closed) 
~------~------~ 

Examiner Count ENDED CATEGORY 2 

(1) The TPA entered the new claim into the system within 2 days. 
N y I Explain: 

(2) The TPA assessed a liability decision within 5 days. 
N y !Explain: Decision not documented until 09/16/13. NO CHANGE· CATEGORY MEASURES 

DECISION WITHIN 5 DAYS, NOT 14 DAY T!MEliNE. AMENDED CATEGORY TO MEASURE 14 DAY 
DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
N NA I Explain: 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
N y I Explain: 

(5) The TPA has established adequate reserves on the claim. 
N y I Explain: 

(6) The TPA made timely and accurate payments in the file. 
N N I Explain: 09/16/13 Received TD slip for 09/05-09/11/13. Did not process payments until 10/17/13. 

N NA 
(7) The TPA actively pursued subrogation or third party recovery. 
I Explain: 

y N 
r--:-:---.(8) The TPA updated the claim file timely and with appropriate data. 

N I Explain: Refer to Item #6 



y N y 
(9) Ongoing communication with Contract Monitor is evident in the claim. 
I Explain: 

y N NA 
(1 0) The claim meets the litigation management standard. 
I Explain: 

y N NA 
(11) The TPA utilized early intervention and managed care resources appropriately. 
I Explain: 

y N y 
(12) Supervisory review is evident and demonstrates appropriate coaching to the examiner. 
I Explain: 

(13) The TPA generated administrative reports to standard. 
y N y I Explain: 

y N . y 
(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
I Explain: 

(15) Overall claim administration by the TPA meets standard. 
y N y I Explain: 

BILL REVIEW 

y N y 
(16) All Bills Submitted to Bill Review 
I Explain: 

y N y 
(17) Timely submission to Bill Review 
I Explain: 

y N NA 
(18) Bills Resubmitted 
I Explain: 

(19) Fee Adjustment Corrected 
y N NA I Explain: 

UTILIZATION REVIEW ------
____ ....;N....;A..;._(20) UR Review Disputed 

____ ....;N....;A..;._(21) UR Review Overturned by Re-review 

____ ....;N....;A..;._(22) UR Review Overturned by IMR 

___ ____;N....;;A..;._(23) Cost of IMR 



City of Oakland administered by JT2 Audit Subject # 48 

Performance Standards 
Contract Compliance 
Worksheet 

Glaim Data 

140300046 

3!12/2014 2014 Audit by 
3/12/2014 

y N y 
(1) The TPA entered the new claim into the system within 2 days. 
I Explain: 

y N y 
(2) The TPA assessed a liability decision within 5 days. 

!Explain: Decision not documented until 03/25/14. NO CHANGE· THIS CATEGORY MEASURES 
LIABILITY DECISION DOCUMENTED W/IN 5 DAYS, NOT THE 14 DAY T!MELINE. AMENDED CATEGORY 
TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
y N y I Explain: 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
y N y I Explain: 

(5) The TPA has established adequate reserves on the claim. 
y N y I Explain: 

(6) The TPA made timely and accurate payments in the file. 
y N N I Explain: PDIIntake charge of $75 appears to be a duplicate billing for 03/12 and 03/13/14. 

(7) The TPA actively pursued subrogation or third party recovery. 
y N NA I Explain: 

y N 
r---:-:--•(8) The TPA updated the claim file timely and with appropriate data. 

N !Explain: Refer to Item #6 

y N 
r--":":""",(9) Ongoing communication with Contract Monitor is evident in the claim. 

Y !Explain: 



(10) The claim meets the litigation management standard. 
y N y I Explain: 

(11) The TPA utilized early intervention and managed care resources appropriately. 
y N NA I Explain: 

(12) Supervisory review is evident and demonstrates appropriate coaching to the examiner. 
y N y I Explain: 

(13) The TPA generated administrative reports to standard. 
y N y I Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
y N y I Explain: 

(15) Overall claim administration by the TPA meets standard. 
y N y I Explain: 

BILL REVIEW 

y N y 
(16) All Bills Submitted to Bill Review 
I Explain: 

y N y 
(17) Timely submission to Bill Review 
I Explain: 

y N NA 
(18) Bills Resubmitted 
I Explain: 

(19) Fee Adjustment Corrected 
y N NA I Explain: 

UTILIZATION REVIEW 

NA (20) UR Review Disputed 

NA (21) UR Review Overturned by Re-review 

NA (22) UR Review Overturned by IMR 

NA (23) Cost of IMR 



City of Oakland administered by JT2 Audit Subject # 49 

Performance Standards 
Contract Compliance 
Worksheet 

.: Glaim Data , 

131200109 

2014 Audit by 

y N y 
(1) The TPA entered the new claim into the system within 2 days. 
I Explain: 

(2) The TPA assessed a liability decision within 5 days. 
y N y jExplain: Decision not documented until 01/07/14. NO CHANGE· THIS CATEGORY MEASURES 

DOCUMENTATION OF LIABILITY DECISION W/IN 5 DAYS, NOT 14 DAY TIMELINE. AMENDED 
CATEGORY TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
y N y !Explain: 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
y N y I Explain: 

(5) The TPA has established adequate reserves on the claim. 
y N y I Explain: 

(6) The TPA made timely and accurate payments in the file. 
y N y I Explain: 

y N NA 
(7) The TPA actively pursued subrogation or third party recovery. 

!Explain: 

y N 
r--~-,(8) The TPA updated the claim file timely and with appropriate data. 

Y !Explain: Refer to Item #2 

y N 
r---:-:--•(9) Ongoing communication with Contract Monitor Is evident in the claim. 

Y !Explain: 



(1 0) The claim meets the litigation management standard. 
y N NA I Explain: 

y N NA 
(11) The TPA utilized early intervention and managed care resources appropriately. 
I Explain: 

(12) Supervisory review is evident and demonstrates appropriate coaching to the examiner. 
y N y I Explain: 

(13) The TPA generated administrative reports to standard. 
y N y I Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or Indemnity). 
y N y I Explain: 

y N y 
( 15) Overall claim administration by the TPA meets standard. 
I Explain: 

BILL REVIEW 

y N y 
(16) All Bills Submitted to Bill Review 
I Explain: 

(17) Timely submission to Bill Review 
y N y I Explain: 

y N NA 
(18) Bills Resubmitted 
I Explain: 

(19) Fee Adjustment Corrected 
y N NA I Explain: 

UTILIZATION REVIEW 

NA (20) UR Review Disputed 

NA (21) UR Review Overturned by Re-review 

NA (22) UR Review Overturned by IMR 

NA (23) Cost of IMR 



y 

y 

y 

y 

y 

y 

y 

City of Oakland administered by JT2 Audit Subject # 58 

Performance Standards 

Contract Compliance 

Worksheet 

Claim Data , , , 

2014 Audit by 

Status (open or closed) 1-----.:....._-----1 

l_ ______ ~E~x~a~m~in~e~r~C~o~u~n~t ________ ~------_j·~M'ENClEDCATEGORY2 

Comgliance Categories 

(1) The TPA entered the new claim into the system within 2 days. 
N y I Explain: 

(2) The TP A assessed a liability decision within 5 days. 
N y I Explain: The decision was not noted until 02/19/14. NO CHANGE- CATEGORY IS BASED ON 5 

DAYS DOCUMENTATION OF DECISION- NOT 14 DAY TIMEUNE. AMENDED CATEGORY TO 
MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
N y I Explain: 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
N y I Explain: 

(5) The TPA has established adequate reserves on the claim. 
N N I Explain: Recommend raising the medical reserve by $5,000. The employee will require future 

medical care. Only $2,905 remaining. NO CHANGE· WAITING TO ADJUST RESERVES UNTIL 
SETTLEMENT IS INAPPROPRIATE. CLAIM SHOUlD BE RESERVED FOR KNOWN EXPOSURE. 

(6) The TPA made timely and accurate payments in the file. 
N y I Explain: 

(7) The TPA actively pursued subrogation or third party recovery. 
N NA I Explain: 

.------.(8) The TPA updated the claim file timely and with appropriate data. 
Y N N I Explain: Refer to Item #5 

.-----.... (9) Ongoing communication with Contract Monitor is evident in the claim. 
Y N Y !Explain: 



y N y 
(10) The claim meets the litigation management standard. 

!Explain: 

(11) The TPA utilized early intervention and managed care resources appropriately. 
y N NA !Explain: 

(12) Supervisory review Is evident and demonstrates appropriate coaching to the examiner. 
y N y !Explain: 

y N y 
(13) The TPA generated administrative reports to standard. 

!Explain: 

(14) The TPA has classified the claim for appropriate.claim type (medical only or Indemnity). 
y N y IExplaih: 

(15) Overall claim administration by the TPA meets standard. 
y N y !Explain: 

BILL REVIEW 

(16) All Bills SubmiHed to Bill Review 
y N y !Explain: 

y N y 
(17) Timely submission to .Bill Review 

!Explain: 

y N NA 
(18) Bills ResubmiHed 

!Explain: 

y N NA 
(19) Fee Adjustment Corrected 

!Explain: 

UTILIZATION REVIEW 

NA (20) UR Review Disputed 

NA (21) UR Review Overturned by Re-review 

NA (22) UR Review Overturned by IMR 

NA (23) Cost of IMR 



y 

y 

y 

y 

y 

y 

y 

City of Oakland administered by JT2 Audit Subject # 61 

Performance Standards 
Contract Compliance 
Worksheet 

, Claim Data 

Claim ID Number 140100060 
r---------------~ 

Date of Injury r-----....:1 /_1....;5/_20_1_4 ____ --1 

Date of Knowledge 1/15/2014 
r-----~~------~ 

Date TPA Entered Claim 1/17/2014 

Status (open or closed) 
r---------------~ 

Examiner Count 

2014 Audit by 

4/7/2014 

NDED CATEGORY 2 

. " '" ®ompliance ®ategories , · < , 

N y 
(1) The TPA entered the new claim into the system within 2 days. 
I Explain: 

N y 
(2) The TPA assessed a liability decision within 5 days. 
I Explain: The decision was not documented until 01/23/19, when it was due by 01/22/14. NO 
CHANGE· THIS CATEGORY INVOlVES DOCUMENTATION OF THE DECISION W/IN 5 DAYS, DOES 
NOT RELATE TO THE 14 DAY TIMEUNE. AMEF-JDED CATEGORY TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
N NA I Explain: 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
N NA I Explain: 

(5) The TPA has established adequate reserves on the claim. 
N y I Explain: 

(6) The TPA made timely and accurate payments in the file. 
N N I Explain: Possible overpayment 01/16-01/22/14. Refer to File Note 01/24/14 which states the 

employee only missed one day. No clarification was done. 

N NA 
(7) The TPA actively pursued subrogation or third party recovery. 
I Explain: 

y N 
,_.,....,.......,(8) The TPA updated the claim file timely and with appropriate data. 

N I Explain: Refer to Item #6 



y N y 
(9) Ongoing communication with Contract Monitor is evident in the clai.m. 

!Explain: Refer to Item #6, failed to clarify RTW. 

y N NA 
(1 0) The claim meets the litigation management standard. 

!Explain: 

y N NA 
(11) The TPA utilized early intervention and managed care resources appropriately. 
I Explain: 

y N y 
(12) Supervisory review is evident and demonstrates appropriate coaching to the examiner. 

!Explain: 

y N NA 
(13) The TPA generated administrative reports to standard. 

!Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
y N y I Explain: 

y N N 
(15) Overall claim administration by the TPA meets standard. 

!Explain: 46% Amended to 58% Compliance- see Category #2. 

BILL REVIEW 

(16) All Bills Submitted to Bill Review 
y N y !Explain: 

(17) Timely submission to Bill Review 
y N y !Explain: 

y N NA 
(18) Bills Resubmitted 
I Explain: 

(19) Fee Adjustment Corrected 
y N NA !Explain: 

UTILIZATION REVIEW ------
_____ N_A_(20) UR Review Disputed 

NA (21) UR Review Overturned by Re-review ------
____ ...;N_A_(22) UR Revi~w Overturned by IMR 

___ ......;N...;..A_(23) Cost of IMR 



y 

y 

y 

y 

y 

y 

y 

City of Oakland administered by JT2 Audit Subject # 77 

Performance Standards 
Contract Compliance 
Worksheet 

· , Claim Data · 

Claim ID Number 131200179 
~--------------~ 

Date of lnjury~ __ .....,.....1;_2.:....;/5..:..../2.....;.0_13------l 

Date of Knowledge~ ____ 1....:2/_20.;..;./_20_1_3 ____ ~ 

Date TPA Entered Claim 3/5/2014 

Status (open or closed) 
~------~----~~ 

Examiner Count 2 

2014 Audit by 

AMENDED CATEGORY 2 
~------------------~--------------~ 

, Gom(,11iance Gategorles ,' , · 

(1) The TPA entered the new claim Into the system within 2 days. 
N y I Explain: 

N y 
(2) The TPA assessed a liability decision within 5 days. 

I Explain: Refer to File Note 03/17/14, the file was documented as accepted. NO CHANGE -THIS 
CATEGORY MEASURES DOCUMENTATION OF LIABILITY W/!N 5 DAYS, NOT THE 14 DAY TIME LINE. 
AMENDED CATEGORY TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
N y I Explain: 

( 4) The TP A positively Influenced the return to work process and considered transitional duty. 
N y I Explain: 

N y 
(5) The TPA has established adequate reserves on the claim. 

I Explain: 

(6) The TPA made timely and accurate payments in the file. 
N y I Explain: 

N NA 
(7) The TPA actively pursued subrogation or third party recovery. 

I Explain: 

(8) The TPA updated the claim file timely and with appropriate data. 
Y N ,__.,...,Y---.IExplain: 

(9) Ongoing communication with Contract Monitor is evident in the claim. 
Y N r--":":'Y--.IExplain: 



(10) The claim meets the litigation management standard. 
y N NA I Explain: 

y N NA 
(11) The TPA utilized early Intervention and managed care resources appropriately. 
I Explain: Recommend the employee be referred to NCM as she has multiple non-industrial 
issues complicating her care. 

y N y 
(12) Supervisory review Is evident and demonstrates appropriate coaching to the examiner. 
I Explain: 

(13) The TPA generated administrative reports to standard. 
y N y I Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or Indemnity). 
y N y I Explain: 

(15) Overall claim administration by the TPA meets standard. 
y N y I Explain: 

BILL REVIEW 

y N y 
(16) All Bills SubmiHed to Bill Review 
I Explain: 

y N y 
(17) Timely submission to Bill Review 
I Explain: 

y N y 
(18) Bills ResubmiHed 
I Explain: 

(19) Fee Adjustment Corrected 
y N y I Explain: 

UTILIZATION REVIEW ------
____ N;,.;,A;,.;,_(20) UR Review Disputed 

____ N'-A'--(21) UR Review Overturned by Re-review 

____ N;,.;,A;,.;,_(22) UR Review Overturned by IMR 

------'N'-A_(23) Cost of IMR 



y 

y 

y 

y 

y 

y 

y 

City of Oakland administered by JT2 Audit Subject # 79 

Performance Standards 
Contract Compliance 
Worksheet 

' · Claim Data 

130800079 

8/4/2013 

8/4/2013 

Status (open or closed) 1------------1 

Examiner Count 3 

2014 Audit by 

9/15/2014 

DED CATEGORY :2 

, ·. ~ · ·. · Compliance Categories · :,.· " 

N y 
(1) The TPA entered the new claim into the system within 2 days. 

!Explain: 

N y 
(2) The TPA assessed a liability decision within 5 days. 
I Explain: Refer to File Note 08/28/13, late decision documentation. NO CHANGE - CATEGORY 
REQUIRES DECISION DOCUMENTED W/IN 5 DAYS· NOT RELATED TO 14 DAY T!MEUNE. AMENDED 
CATEGORY TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
N y !Explain: 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
N y !Explain: 

(5) The TPA has established adequate reserves on the claim. 
N y !Explain: 

(6) The TPA made timely and accurate payments in the file. 
N N I Explain: Refer to File Note 10/29/13, the adjuster knew surgery was set for 11/21/13. Failed to 

follow up on time loss and paid a voucher late 12/06/13. 

N NA 
(7) The TPA actively pursued subrogation or third party recovery. 

!Explain: 

y N 
,-,..,........,(8) The TPA updated the claim file timely and with appropriate data. 

N !Explain: The plan of action 02/05/14 indicates the employee was waiting for surgery, no lost time. 
However, the employee had already had surQery 11/21/13 and TD has been paid. Inaccurate 



(9) Ongoing communication with Contract Monitor is evident in the claim. 
y N y I Explain: 

y N NA 
(1 0) The claim meets the litigation management standard. 
I Explain: 

(11) The TPA utilized early intervention and managed care resources appropriately. 
y N NA I Explain: 

y N y 
(12) Supervisory review is evident and demonstrates appropriate coaching to the examiner. 
I Explain: 

y N y 
(13) The TPA generated administrative reports to standard. 
I Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
y N y I Explain: 

(15) Overall claim administration by the TPA meets standard. 
y N y I Explain: 

BILL REVIEW 

y N y 
(16) All Bills SubmiHed to Bill Review 
I Explain: 

y N y 
(17) Timely submission to Bill Review 
I Explain: 

(18) Bills ResubmiHed 
y N NA I Explain: 

(19) Fee Adjustment Corrected 
y N NA I Explain: 

UTILIZATION REVIEW 

NA (20) UR Review Disputed 

NA (21) UR Review Overturned by Re-review 

NA (22) UR Review Overturned by IMR 

NA (23) Cost of IMR 



City of Oakland administered by JT2 Audit Subject # 82 

Performance Standards 
Contract Compliance 
Worksheet 

y N 

y N 

y N 

y N 

y N 

y N 

y N 

y N 

Claim Data 

Claim ID Number 130800146 
~--------------~ 

8/28/2013 2014 Audit by 
8/29/2013 

Status (open or closed) 
~--------------~ 

11/11/2013 

NDED CATEGORY 2 Examiner Count 

· ': C:ommlicmce Categories 

y 
(1) The TPA entered the new claim into the system within 2 days. 

!Explain: 

y 
(2) The TPA assessed a liability decision within 5 days. 

!Explain: Refer to File Note 09/11/13, documenting decision. Decision due 09/10/13. NO 
CHANGE· CATEGORY REFERENCES DECISION DOCUMENTED W/IN 5 DAYS· NOT RELATED TO 14 
DAY TIMEUNE. AMENDED CATEGORY TO MEASURE 14 DAY DECISION DATE. 

NA 
(3) The TPA appropriately managed physical therapy treatment requests. 

!Explain: 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
y !Explain: 

(5) The TPA has established adequate reserves on the claim. 
y !Explain: 

(6) The TPA made timely and accurate payments in the file. 
y I Explain: Claim denied 10/31/13. Occ Health bill for date of seNice 11/21/13 ($66) paid post 

denial. ClARIFIED- RECOMMEND DOCUMENTING THE FILE NOTES TO INDICATE COO 
INSTRUCTIONS FOR PAYMENT. 

NA 
(7) The TPA actively pursued subrogation or third party recovery. 

!Explain: 

(8) The TPA updated the claim file timely and with appropriate data. 
r--~Y---.IExplain: Refer to Item #6. Late payment of benefits on a denied claim. Amended· See 

category #2 



(9) Ongoing communication with Contract Monitor is evident in the claim. 
y N y !Explain: 

y N NA 
(1 0) The claim meets the litigation management standard. 

!Explain: 

(11) The TPA utilized early intervention and managed care resources appropriately. 
y N NA !Explain: 

(12) Supervisory review is evident and demonstrates appropriate coaching to the examiner. 
y N y !Explain: 

y N NA 
(13) The TPA generated administrative reports to standard. 

!Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
y N y !Explain: 

(15) Overall claim administration by the TPA meets standard. 
y N y !Explain: CORRECTED 

BILL REVIEW 

(16) All Bills Submitted to Bill Review 
y N NA !Explain: 

y N NA 
(17) Timely submission to Bill Review 

!Explain: 

(18) Bills ResubmiHed 
y N NA !Explain: 

(19) Fee Adjustment Corrected 
y N NA !Explain: 

------UTILIZATION REVIEW 

___ ___;N~A~(20) UR Review Disputed 

____ ....:N:..;;A~(21) UR Review Overturned by Re-review 

____ ....;N_;A~(22) UR Review Overturned by IMR 

____ N;....;A~ (23) Cost of IMR 



y 

y 

y 

y 

y 

y 

y 

City of Oakland administered by JT2 Audit Subject # 85 

Performance Standards 
Contract Compliance 
Worksheet 

Claim Data 

130900008 

9/5/2013 2014 Audit by 
9/5/2013 

Claim Type Indemnity 
~--------~----~ 

Status (open or closed) ~------C_Io_se_d ______ _, 12/23/2013 

Examiner Count 3 AMENDED CATEGORY 2 
~--------~~~~~~----------------~ 

" < 

" eomRiiance Categories " 

N y 
(1) The TPA entered the new claim into the system within 2 days. 

!Explain: 

N y 
(2) The TPA assessed a liability decision within 5. days. 

!Explain: The decision documentation was delayed when entered 09/17/13. NO CHANGE-
CATEGORY REQUIRES DOCUMENTATION W/!N 5 DAYS ·NOT 14 DAY TIMEUNE. AMENDED 
CATEGORY TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
N NA !Explain: 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
N NA !Explain: 

N N 
(5) The TPA has established adequate reserves on the claim. 

!Explain: The claim should have been denied in November 2013, with corresponding reserves 
lowered at that time. Claim accepted in error. 

N N 
(6) The TPA made timely and accurate payments in the file. 
I Explain: $1454.31 paid post denial do not appear to belong to this claim. 

(7) The TPA actively pursued subrogation or third party recovery. 
N NA !Explain: 

.------.(8) The TPA updated the claim file timely and with appropriate data. 
y N N !Explain: 11/13/13 received a fax from the treating doctor indicating this was not a new injury. 

This was not entered in to the system until12/03/13, resulting in the claim being accepted in 



y N y 
(9) Ongoing communication with Contract Monitor is evident in the claim. 
I Explain: 

(1 0) The claim meets the litigation management standard. 
y N NA I Explain: 

(11) The TPA utilized early intervention and managed care resources appropriately. 
y N NA I Explain: 

(12) Supervisory review is evident and demonst~ates appropriate coaching to the examiner. 
y N N I Explain: 12/12/13 Supervisory review should haVe noted the late denial (reference Item #6). 

(13) The TPA generated administrative reports to standard. 
y N NA I Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
y N y I Explain: 

(15) Overall claim administration by the TPA meets standard. 
y N N I Explain: 25% Amended to 50% - see category #2. 

BILL REVIEW 

(16) All Bills Submitted to Bill Review 
y N y I Explain: 

y N y 
(17) Timely submission to Bill Review 
I Explain: 

y N NA 
(18) Bills Resubmitted 
I Explain: 

(19) Fee Adjustment Corrected 
y N NA I Explain: 

UTILIZATION REVIEW ------
_____ N_A_(20) UR Review Disputed 

_____ N_A_(21) UR Review Overturned by Re-review 

____ ....;N_A_(22) UR Review Overturned by IMR 

___ ...;.._N....;A...;.._(23) Cost of IMR 



City of Oakland administered by JT2 Audit Subject# 86 

Performance Standards 

Contract Compliance 

Worksheet 

' Glaim Data 

2014 Audit by 

Compliance Categories , , 

y N y 
(1) The TPA entered the new claim Into the system within 2 days. 

!Explain: 

y N y 
(2) The TPA assessed a liability decision within 5 days. 
I Explain: Refer to File Note 1 0/21 I 13, the decision to accept the claim was not documented until 
l0/12/13. NO CHANGE· DECISION DUE W/IN 5 DAYS· NOT 14 DAY TIMI:'iliNE. AMENDED 
CATEGORY TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
y N y !Explain: 

(4) The TPA positively Influenced the return to work process and considered transitional duty. 
y N NA !Explain: 

(5) The TPA has established adequate reserves on the claim. 
y N N !Explain: Medical care is estimated at $2,977.96. The employee will require future medical care, 

recommend an increase of $10,000 in Medical Reserve. 

(6) The TPA made timely and accurate payments In the file. 
y N N !Explain: It appears you paid DWC Private Ratings for service provided 08/15/14 ($140) 3 times. 

(7) The TPA actively pursued subrogation or third party recovery. 
y N NA !Explain: 

y N 
r--:-:-..,(8) The TP A updated the claim file timely and with appropriate data. 

N !Explain: Refer to Item #5 and #6. 

y N 
r--.,...,---..,(9) Ongoing communication with Contract Monitor Is evident In the claim. 

Y !Explain: 



(10) The claim meets the litigation management standard. 
Y N [I] Explain: 

.---..,..-..,(11) The TPA utilized early Intervention and managed care resources appropriately. 
Y N NA I Explain: 

(12) Supervisory review is evident and demonstrates appropriate coaching to the examiner. 
Y N [I] Explain: 

.---..... (13) The TPA generated administrative reports to standard. 
Y N Y I Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or Indemnity). 
Y N CD Explain: 

.-----. (15) Overall claim administration by the TPA meets standard. 
Y N N I Explain: 53% Amended to 65% - See category #2. 

BILL REVIEW 

y N 
(16) All Bills Submitted to Bill Review 

CD Explain: 

(17) Timely submission to Bill Review 
y N CD Explain: 

y N NA 
(18) Bills Resubmitted 
I Explain: 

(19) Fee Adjustment Corrected 
y N ~Explain: 

______ UTILIZATION REVIEW 

___ ___:N....:.:A...:.._(20) UR Review Disputed 

___ ___:N....:.:A...:.._(21) UR Review Overturned by Re-review 

___ ___:N....:.:A...:.._(22) UR Review Overturned by IMR 

____ .:....;N.:....;A_ (23) Cost of IMR 



' 

y 

y 

y 

y 

y 

y 

y 

y 

City of Oakland administered by JT2 Audit Subject # 11 7 

Performance Standards 
Contract Compliance 
Worksheet 

. €1aim Data 

140700137 

7/31/2014 2014 Audit by 
7/31/2014 

Status (open or closed)l--__ __;.,!;_ ___ --1 

Examiner Count OED CATEGORY 2 

· Compliance Categories 

(1) The TPA entered the new claim into the system within 2 days. 
N y I Explain: 

N y 
(2) The TPA assessed a liability decision within 5 days. 

!Explain: The decision was not documented until 08/18/14, and was due 08/12/14. NO CHANGE· 
DECISION TO BE DOCUMENTED W/IN 5 DAYS· NOT 14 DAY TIMEUNE. AMENDED CATEGORY TO 
MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
N NA !Explain: ' 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
N NA I Explain: 

N y 
(5) The TPA has established adequate reserves on the claim. 
I Explain: 

N y 
(6) The TPA made timely and accurate payments in the file. 

!Explain: 

N y 
(7) The TPA actively pursued subrogation or third party recovery. 
I Explain: Although the claim is on Delay, there is a responsibility for medical care during the delay 
period. Additionally, the adjuster should have pursued subrogation. ClARIFIED MEDICAl CARE 
AUTHORIZED DURING DElAY. NO PURSUIT OF SUBRO AS ClAIM DENIED (POST REVIEW). 

N N 
(8) The TPA updated the claim file timely and with appropriate data. 
I Explain: Refer to Item #7. 



(9) Ongoing communication with Contract Monitor is evident in the claim. 
y N y I Explain: 

(1 0) The claim meets the litigation management standard. 
y N NA I Explain: 

y N NA 
(11) The TPA utilized early intervention and managed care resources appropriately. 
I Explain: 

y N y 
(12) Supervisory review is evident and demonstrates appropriate coaching to the examiner. 
I Explain: The supervisor failed to advise the adjuster on subrogation. CORRECTED 

(13) The TPA generated administrative reports to standard. 
y N y I Explain: 

y N y 
(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
I Explain: 

y N y 
(15) Overall claim administration by the TPA meets standard. 
I Explain: CORRECTED 

BILL REVIEW 

(16) All Bills Submitted to Bill Review 
y N NA I Explain: 

(17) Tirnely submission to Bill Review 
y N NA I Explain: 

y N NA 
(18) Bills Resubmitted 
I Explain: 

(19) Fee Adjustment Corrected 
y N NA I Explain: 

UTILIZATION REVIEW ------
____ N_A_(20) UR Review Disputed 

NA (21) UR Review Overturned by Re-review --;------
_____ N_A_(22) UR Review Overturned by IMR 

___ _____;N...;.;A...;._(23) Cost of IMR 



y 

y 

y 

y 

y 

y 

y 

City of Oakland administered by JT2 Audit Subject # 120 

Performance Standards 
Contract Compliance 
Worksheet 

, , . €1aim Data 

130900137 

9/26/2013 2014 Audit by 
9/26/2013 

Status (open or closed)l------...:...:.:....:.... ___ --1 

Examiner Count DED CATEGORY 2 

eompliance eategories 

(1) The TPA entered the new claim into the system within 2 days. 
N y I Explain: 

(2) The TPA assessed a liability decision within 5 days. 
N y !Explain: Decision noted 10/16/13. NO CHANGE· CATEGORY RELATES TO DECISION W/IN 5 DAYS· 

NOT 14 DAY TIMEUNE. AMENDED CATEGORY TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
N y I Explain: 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
N NA I Explain: 

N y 
(5) The TPA has established adequate reserves on the claim. 
I Explain: 

(6) The TPA made timely and accurate payments in the file. 
N y I Explain: 

(7) The TPA actively pursued subrogation or third party recovery. 
N NA I Explain: 

...-----.(8) The TPA updated the claim file timely and with appropriate data. 
Y N Y !Explain: 

,....._...,..,--,(9) Ongoing communication with Contract Monitor is evident in the claim. 
Y N Y !Explain: 



y N NA 
(1 0) The claim meets the litigation management standard. 

lExplain: 

y N NA 
(11) The TPA utilized early intervention and managed care resources appropriately. 

lExplain: 

y N y 
(12) Supervisory review Is evident and demonstrates appropriate coaching to the examiner. 
I Explain: 

y N NA 
(13) The TPA generated administrative reports to standard. 

lExplain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
y N y I Explain: 

y N y 
(15) Overall claim administration by the TPA meets standard. 

lExplain: 

BILL REVIEW 

y N y 
(16) All Bills SubmiHed to Bill Review 

lExplain: 

y N y 
(17) Timely submission to Bill Review 

lExplain: 

y N y 
(18) Bills ResubmiHed 

lExplain: 2 Bills Resubmitted 

y N y 
(19) Fee Adjustment Corrected 

l Explain: $45.65 

UTILIZATION REVIEW 

y (20) UR Review Disputed 

N (21) UR Review Overturned by Re-revlew 

N (22) UR Review Overturned by IMR 

420 (23) Cost of IMR 



City of Oakland administered by JT2 

, , , 
00

" Claim Data 

130900029 

9/10/2013 

9/10/2013 

<Dompliance Categories 

Audit Subject # 124 

Performance Standards 
Contract Compliance 
Worksheet 

2014 Audit by 

( 1} The TPA entered the new claim Into the system within 2 days. 
Y N [IjExplain: 

(2} The TPA assessed a liability decision within 5 days. 
Y N [II Explain: Compensability note documented until 09/23/13. NO CHANGE· CATEGORY RELATES TO 

DECISION NOTED W/IN 5 DAYS· NOT RElATED TO 14 DAY T!MEUNE. AMENDED CATEGORY TO 
MEASURE 14 DAY DECISION DATE. 

(3} The TPA appropriately managed physical therapy treatment requests. 
Y N CY]Explain: 

(4} The TPA positively influenced the return to work process and considered transitional duty. 
Y N LYJ Explain: · 

(5} The TPA has established adequate reserves on the clcim. 
Y N [}[]Explain: The employee was authorized to return to work usual and customary duty 09/10/14. 

However, the condition was not permanent and stationary- potential for additional time loss 
and PD. Recommend increase of Indemnity by approximately $1,000. 

(6} The TPA made timely and accurate payments In the file. 
Y N IT]Explain: 

(7} The TPA actively pursued subrogation or third party recovery. 
Y N [BE] Explain: 

(8} The TPA updated the claim file timely and with appropriate data. 
Y N [}[]Explain: Refer to Item #5 

(9} Ongoing communication with Contract Monitor is evident in the claim. 
Y N CY]Explain: 



(10) The claim meets the litigation management standard. 
Y N [EE]Explain: 

(11) The TPA .utilized early intervention and managed care resources appropriately. 
Y N [EEJ Explain: 

(12) Supervisory review Is evident and demonstrates appropriate coaching to the examiner. 
Y N [TI Explain: 

(13) The TPA generated administrative reports to standard. 
Y N [TI Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
Y N [TI Explain: 

(15) Overall claim administration by the TPA meets standard. 
Y N [TI Explain: 

BILL REVIEW 

(16) All Bills SubmiHed to Bill Review 
Y N [TI Explain: 

y N 
(17) Timely submission to Bill Review 

[TI Explain: 

y N 
(18) Bills ResubmiHed 

[TIExplain: Resubmitted 8 bills. 

y N 
(19) Fee Adjustment Correded 

[TIExplain: $353.20 

_____ UTILIZATION REVIEW 

_____ Y_(20) UR Review Disputed 

____ ...;Y~(21) UR Review Overturned by Re-revlew 

____ :...:.N:...:.A_(22) UR Review Overturned by IMR 

___ __:...;N:....:.A_(23) Cost of IMR 



City of Oakland administered by JT2 Audit Subject # 131 

Performance Standards 
Contract Compliance 
Worksheet 

Claim Data 

140300064 

3/10/2014 2014 Audit by 

3/10/2014 

ENDED CATEGORY 2 

Clompliance Categories ~ . · 

( 1) The TP A entered the new claim into the system within 2 days. 
y N y I Explain: 

y N y 
(2) The TPA assessed a liability decision within 5 days. 
I Explain: Acceptance of the claim not documented until 03/26/14. NO CHANGE • CATEGORY 
REQUIRES DOCUMENTATION W/IN 5 DAYS • NOT RELATED TO 14 DAY TIMEUNE. AMENDED 
CATEGORY TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
y N N I Explain: 06/30/14, there is an email from the employer on the employee's concern regarding PD 

not authorized. No response identified. 

(4) The TPA positively influenced the return to work process and considered transitional duty. 
y N y I Explain: 

(5) The TPA has established adequate reserves on the claim. 
y N y I Explain: 

(6) The TPA made timely and accurate payments in the file. 
y N y I Explain: 

y N NA 
(7) The TPA actively pursued subrogation or third party recovery. 
I Explain: 

y N 
.------,---.<8) The TPA updated the claim file timely and with appropriate data. 

N I Explain: Refer to Item #3 

y N 
.-----:-:-...,(9) Ongoing communication with Contract Monitor is evident in the claim. 

Y !Explain: 



(1 0) The claim meets the litigation management standard. 
y N NA I Explain: 

(11) The TPA utilized early Intervention and managed care resources appropriately. 
y N NA I Explain: 

(12) Supervisory review Is evident and demonstrates appropriate coaching to the examiner. 
y N y I Explain: 

y N NA 
(13) The TPA generated administrative reports to standard. 
I Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
y N y I Explain: 

( 15) Overall claim administration by the TP A meets standard. 
y N y I Explain: 

BILL REVIEW 

(16) All Bills SubmiHed to Bill Review 
y N y I Explain: 

y N y 
(17) Timely submission to Bill Review 
I Explain: 

y N NA 
· (18) Bills ResubmiHed 
I Explain: 

(19) Fee Adjustment Corrected 
y N NA I Explain: 

UTILIZATION REVIEW 

NA (20) UR Review Disputed 

NA (21) UR Review Overturned by Re-review 

NA (22) UR Revl~w Overturned by IMR 

NA (23) Cost of IMR 



City of Oakland administered by JT2 Audit Subject # 135 

Performance Standards 
Contract Compliance 
Worksheet Claim ID Number 140400094 r---------------__, 

Date of Injury 4/16/2014 
r-----~~------__, 2014 Audit by 

Date of Knowledge 4/16/2014 
r-----~~------_, 

Date TPA Entered Claim 4/21/2014 

Status (open or closed) 1--------;..:.;_;;.._ ____ ---1 

Examiner Count 2 AMENDED CATEGORY 2 
~------------------~----------------~ 

" Gom(?liance Categories 

(1) The TPA entered the new claim into the system within 2 days. 
y N y !Explain: 

(2) The TP A assessed a liability decision within 5 days. 
y N y !Explain: The decision was not noted until 05/01/14, when due 04/28/14. NO CHANGE· 

CATEGORY RELATES TO DECISION W/IN 5 DAYS- NOT RELATED TO 14 DAY TIMEUNE. AMENDED 
CATEGORY TO MEASURE 14 DAY DECISION DATE. 

(3) The TPA appropriately managed physical therapy treatment requests. 
y N NA !Explain: 

(4) The TPA positively Influenced the return to work process and considered transitional duty. 
y N NA !Explain: 

y N N 
(5) The TPA has established adequate reserves on the claim. 

!Explain: There is an AME set for November 2014, zero medical reserve. Recommend increasing 
by $2,000. 

(6) The TPA made timely and accurate payments In the file. 
y N y I Explain: 

y N NA 
(7) The TPA actively pursued subrogation or third party recovery. 

!Explain: 

y N 
.-----,--...,(8) The TPA updated the claim file timely and with appropriate data. 

N !Explain: Refer to Item #5 

y N 
r---:-:--..,(9) Ongoing communication with Contract Monitor Is evident In the claim. 

Y !Explain: 



(1 0) The claim meets the litigation management standard. 
y N y I Explain: 

y N NA 
(11) The TPA utilized early intervention and managed care resources appropriately. 
I Explain: 

(12) Supervisory review is evident and demonstrates appropriate coaching to the examiner. 
y N y I Explain: 

y N NA 
(13) The TPA generated administrative reports to standard. 
I Explain: 

(14) The TPA has classified the claim for appropriate claim type (medical only or indemnity). 
y N y !Explain: ' 

(15) Overall claim administration by the TPA meets standard. 
y N y I Explain: 60% 72% Amended- See category #2 

BILL REVIEW 

y ·N y 
(16) All Bills Submitted to Bill Review 
I Explain: 

y N y 
(17) Timely submission to Bill Review 
I Explain: 

y N NA 
(18) Bills Resubmitted 
I Explain: 

y N NA 
(19) Fee Adjustment Corrected 
I Explain: 

UTILIZATION REVIEW ------
____ :....;.N:....;.A_ (20) UR Review Disputed 

_____ N_A_(21) UR Review Overturned by Re-revlew 

____ :....;.N:....;.A_(22) UR Review Overturned by IMR 

----'-NA:....;._(23) Cost of IMR 
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March 16, 2015 

Deb Grant 
Risk Manager 
City of Oakland 
150 Frank Ogawa Plaza 3rd Floor 
Oakland, CA 94612 

RE: Bickmore Final Audit Report January 16, 2015 

We are in receipt of the performance audit conducted by Jacquelyn Miller of Bickmore Risk 
Services. As you recall Ms. Miller issued an initial audit report on November 17, 2014 however 
after further analysis a revised final audit report issued on January 16, 2015. On February 23, 
2015, JT2 Management staff met with City representatives and the audit findings were 
discussed in detail. We specially addressed areas where the audit findings were subpar. A 
follow up meeting was held on March 9, 2015. It is the goal of JT2 to meet and exceed the 
expectations of the City of Oakland and the requirements set forth. 

I am writing at this time to address the areas requiring improvement as discussed at the 
meeting on February 23, 2015 and advise the City of the corrective action that has already 
taken place and our plans going forward to assure we are compliant. 

• Performance Standard Five- Reserves 
The auditor opined that some claim files were under reserved, although she did not 
provide a fiscal impact statement or a net over/under number. 
Since the initial audit report issued the claims staff have received extensive training on 
reserving. We will be setting reserves based on the most probable outcome. We will be 
reserving claims, including future medical claims pursuant to: 
CSAC Workers' Compensation Claims Administration Guidelines Section Ill (F) 1 through 4 
and Labor Code CCR (CA Code of Regulations) 15300 sections {4), (7) and (9). 
In addition the Supervisors will be testing a random sampling of claim files to assure this 
reserving methodology is consistent across all claim types. 

• Performance Standard Six- Timely and accurate payments 
The majority of errors found in this category were related to other than indemnity 
payments therefore would not be subject to OBAE penalty and did not negatively 
impact the injured worker or the City. For the most part the errors involved medical and 
non medical provider payments made on companion cases. This has already been 
rectified by a more robust payment reconciliation process. 
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• Performance Standard Seven- Active pursuit of Subrogation 
The audit only reviewed 3 claims that had subrogation potential. 2 of the 3 met the 
standard. The auditor indicated that this was a statistically Insignificant number of files 
to accurately measure performance. 

• Performance Standard Eight- Updating the Claim File/Data Base Integrity 
This is commonly referred to in the industry as diary systems. We have already made 
significant improvement in this area and examiner diary is tracked weekly by the, 
Supervisor and overseen by the Director. Training on workflow and how to prioritize 
activities has been given to the examiners with an emphasis on maintaining a 45 day 
diary on active indemnity claims. We have eliminated the internal JT2 7 day grace 
period. This will assure that the claim data is current within the diary parameters. We 
follow CSAC Guidelines Section I (A) 1 through 2. In addition we have upgraded to the 
latest version of Systema I SIMS claims software which will provide more consistency in 
the titling of documents. 

• Performance Standard Twelve- Supervisory Review 
95 of the 121 files applicable met this standard. In my independent review of the 
audited inventory, I note that although the Supervisors had reviewed the claim files, 
usually while giving direction to the examiners, they did not document the claim 
notepad in an easily identifiable manner. While this audit area did not meet the 85% 
standard, I am confident that with clearer supervisory documentation we will meet or 
exceed the standard going forward. 

The auditor made two general observations and findings in regard to the Early 
Intervention/Transitional Work Specialist and the frequent change in adjusters. At a meeting 
with the City on March 9, 2015, an initial dialog began to address these findings and to discuss 
the best use of the full compliment of dedicated JT2 staff assigned to the City's Workers 
Compensation Program. After further review of claim inventory as assigned across the full 
compliment of staff, I will reach out to the City to continue that dialog. 

Since receipt of the initial Audit report, starting in December of 2014, weekly training has been 
provided. Previously weekly round table meetings were held however the agenda for those 
weekly meetings has changed to include a training session. So far we have had 13 in-house 
training sessions. Topics have included: reserving, documentation, diary systems, appropriate 
denial language, direction of litigation, direction of investigation, calculation of penalty 
payments, calculation of permanent disability and calculation of wage loss, claim type coding 
and documentation of modified duty. In addition we have had 4 outside vendors provide 
professional training. Topics have included 4850, presumptions, State Average Weekly Wage, 
calculation of average weekly wage, pharmaceutical management, and subroza investigation. 



Lastly an internal audit worksheet has been created for use by me and the Supervisors to assure 
we are compliant with performance standards. A copy of that document is available for review 
upon request. 

We look forward to working closely with you to make continued improvements in the City's 
program. If additional information is required, please do not hesitate to contact me directly. 
Again, thank you for allowing us the opportunity to respond in writing in follow up to the in 
person detailed review held on February 231 2015. 

Sincerely, 

(r·o·cr-~ ~"Z:-: .. , .. , ·~ '\. .. .:.·::··· _, .. 
Sharon Flavin 
Director Claims Operations/Compliance 
JT2 Integrated Resources 
519 17111 Street 3rd Floor 
Oakland, CA 94612 
510~844-3103 

Cc: John Casas, President 



Integrated Resources 

VIA EMAIL, FACIMILE AND US MAIL 

Anil Comelo 
Director- Human Resources 
150 Frank Ogawa Plaza 
Oakland, California 94612 

Re: JT2 Integrated Resources 

April 24, 2015 

Bickmore Workers' Compensation Performance Audit 2014 

Dear Mr. Comelo: 

I am in receipt of the Workers Compensation Performance Audit 2014 conducted by Jacquelyn 
Miller of Bickmore as to JT2 Integrated Resources ("JT2"). As you are aware, Bickmore released draft 
versions of the audit in November, 2014. After further analysis of the audit results, Bickmore released a 
revised final audit report on January 16, 2015.' On February 23 and March 9, 2015, JT2 management 
met with the City and discussed audit findings, including the historical relationship between the City and 
JT2 which formed the basis for the audit, as well as specific areas in the audit which may be incorrect or 
unsupportable. This letter provides our formal response to the Bickmore audit, which we request be 
shared with the City Council and as a formal record of our comments and response to the 2014 audit. 

JT2 Integrated Resources values its longstanding relationship with the City of Oakland. JT2 
stands proud of its performance for the City, including its 103.75% closing ratio of files and the 
significant cost savings which it has generated to benefit the City in connection with this important line 
item in the City's budget. The Bickmore audit is silent with regard to these positive outcomes. JT2 
stands by its performance, values good faith feedback on its performance and outcomes, and as noted 
below has implemented strategic changes in response to some of the audit findings. 

JT2 looks forward to its continuing relationship with the City. We invite discussion to enhance 
both the understanding of our operations as well as to strengthen our ongoing working relationship 
moving forward. 

Relevant Audit Background 

JT2 has been performing TPA services for the City of Oakland since 2002. When JT2 was 
awarded administration of the City's workers' compensation program, JT2 was considered a small, 
emerging TPA firm. The combination of a new relationship with the City and the fact that it is a 
"minority" owned firm (that would today be labeled a Small Local Emerging Business), the City decided 
that 10% of JT2's administrative fee payments would be held back, and payment released based on 
success in meeting an annual target performance rating as determined by an independent auditor. The 
rating was targeted at 85%. It should be noted that this arrangement was somewhat unique, but based 
upon JT2's commitment to serving the City and to providing excellence in its service, JT2 agreed to this 
initial arrangement. 
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JT2 underwent an annual audit as per this uni_que arrangement. After repetitive successful 
audits and delivery of solid financial results, the City removed this administrative fee payments 'hold 
back' provision in 2008 as it was deemed to no longer be necessary based upon our performance, 
tenure and standing in the industry. 

Notwithstanding the removal of the "hold back" provision, however, the City, due to a likely 
oversight, or possible bias, continued to schedule annual audits of JT2's performance. None of JT2's 
other clients require an annual audit. Furthermore, JT2 understands that the industry standard, even as 
articulated by one of the City's external auditing teams is for an audit to be performed every other year. 
Thus, JT2 invites the City to reassess the need to conduct an annual audit of this service, given the time, 
resources and administrative burden incurred both by the City and JT2 in this process, as well as the fact 
that such audits are not demanded in standard TPA contracts enjoyed by non-minority venders. 

Mission Overview 

The City of Oakland's core workers' compensation m1ss1on is to deliver timely appropriate 
medical treatment to its injured employees, at a reasonable cost, and with the program managed in 
accordance with sound fiscal standards that control exposure from estimated future liabilities. The City 
and JT2 staffs track effectiveness through daily claims discussions, monthly and quarterly file reviews, 
and stewardship reports to confirm appropriate claim management while also surfacing training leads 
and strategic adjustments that contribute to stronger performance. Obviously this approach works. 

Program results for fiscal year 2013-2014, the period addressed by this audit, show that the City 
and JT2 have achieved exceptional results in the major annual measures targeted. These results are 
surprisingly not commented on in the Bickmore audit, but merit mention here. 

Exceptional Performance Highlights 

JT2 takes great pride in the significant cost savings and closing ratio patterns established during 
the audit period. These items are not reviewed or apparently considered by the\Bickmore audit, but 
bear great significance in evaluating JT2's performance. 

Th~ City and JT2 achieved exceptional results: 

Total claims paid were reduced by $4.1 million (18%), 
Total reserves were reduced $1.1 million (2.5%), 
Lost time benefits went down $3.0 million (31.6%), 
Permanent disability benefits dropped $1.4 million (3.8%), 
Overall indemnity benefits were reduced $3.2 million (23.8%), 
Medical costs dropped $2.6 million (3.7%) 
Allocated costs decreased $680,682 (25.5%) 
103.75% Closing Ratio achieved in comparison to the City's 100% target 

These significant costs savings and closing ratios establish superior performance by JT2 in its services to 
the City. However, as noted, the Bickmore audit is silent as to this performance. 
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Questionable Objectivity 

In addition to concerns raised regarding why this audit continues, it is important to note that 
this Bickmore audit which rates JT2 at 73% versus an 85% target is no longer relevant and is riddled with 
inconsistencies. The most glaring failure in the audit's compliance with the City's contracted 'Scope of 
Service' requirements stems from Performance Standard Two, requiring that the TPA assess a liability 
decision within five days. This Bickmore-imposed metric reflects an antiquated provision from past City 
contracts, which significantly was removed by the City in 2008. As allowed by contract, JT2 manages 
within the long-standing CSAC industry standard of a fourteen day setup period which recognizes that 
with scant information available in the early stages of a claim, reasonable time must be allowed to avoid 
premature decisions. A Bickmore bias is shown as it criticizes JT2 staff for having 'lost focus on the 5 day 
decision documentation requirement' ... with Bickmore blatantly ignoring that this is a non-contractual 
demand. After repeated questions regarding the relevance of this item, Bickmore and/or the City, 
finally conceded the error. 

Reasonable questions exist regarding the audit standards and protocols which in turn likely 
impacted the outcomes. For example, 

• Without explanation or reason, the audit changed from an in-person review to remote 
electronic processing, limiting the interactibn between auditor and claims management. 
The sample size was also doubled. These material changes resulted in a disservice to all 
parties as non-standard entries are much more likely to be classified as errors without 
the proper context being clarified. Although JT2 utilized on-line services as early as 
2010, it should be noted that the 2012 audit, for example, was not done "on line" as this 
one. An in person audit would have allowed for reasonable interaction between the 
auditors and JT2 representatives, and is more consistent with a standard in the industry. 

• In response to JT2 submitting sixty-four objections to claims ratings, with twenty-two 
accepted, JT2's overall result was surprisingly reduced an additional4% to 71%. 

• Moving from the numerical to the qualitative, Bickmore criticizes personnel turnover 
while disregarding the fact that staffing changes are reviewed and approved by the City 
in advance, with the majority of replacements having been rated as more qualified than 
the individual being replaced. (This is further complicated by the recent recruitment of 
longtime JT2 employee Mary Baptiste, Oakland Claims Manager, to join the City's staff.) 

• Bickmore also cites the Early Intervention/Transitional Duty program meeting program 
requirements at 91%, yet they violate objectivity by inappropriately citing that a decline 
in the effectiveness of the program may result. 

It sho,uld also be noted that the audit report went through various iterations. JT2 was required 
to engage the City in extensive discussion concerning the early drafts, some of which were not initially 
provided to JT2. To the extent draft versions of this audit become a part of the public record, JT2 
requests the opportunity to further comment on this audit, as it has limited it specific comments to the 
final version of the audit report. 
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Corrective Actions and Plans Moving Forward 

JT2 has implemented improvement plans in response to some of the items listed in the audit: 

Performance Standard Five- Reserves 

The auditor commented that some claims files were under-reserved, although she did not 

provide a fiscal impact statement or a net over/under number. JT2 has provided extensive training to its 

staff on reserving. JT2 will be setting reserves based upon the most probable outcomes and pursuant to 

CSAC Workers Compensation Claims Administration Guidelines Section Ill (F) 1 through 4 and Labor 

Code CCR 15300 sections (4), (7), and (9). JT2 supervisors will also test random samplings of claims files 

to assure this methodology is consistent across all claims types which will result in an increase in the 

outstanding liability across the City's Workers Compensation Program. 
I 

Performance Standard Six- Timely and accurate payments 

JT2 has implemented a more robust reconciliation process to mitigate against the comments 

raised in the audit on this item. This category focused on other than indemnity payments, therefore 

would not be subject to OBAE penalty and did not negatively impact the injured worker or the City. 

Performance Standard Seven- Active pursuit of subrogation 

It should be noted that the auditor only reviewed 3 claims and 2 of the 3 met the standard. The 

auditor indicated that this is a statistically insignificant number of files to accurately measure 

performance. JT2 will nonetheless review its protocols to ensure high performance and outcomes in 

this category. 

Performance Standard Eight- Updating claim file/data base inquiry 

JT2 has implemented significant changes to increase performance of tlie "diary" systems. 

Examiner diary is tracked weekly by the supervisor and overseen by the director. Training on workflow 

and how to prioritize activities has been extended with emphasis to maintain 100% current diary. We 

have also upgraded to the latest version of Systema/SIMS software which will provide greater 

consistency. JT2 follows CSAC Guidelines Section I (A) 1 through 2. 

Performance Standard Nine- Coordination with Contract Monitor 

JT2 notes that this received a rating of 84%. JT2 is committed to achieving a higher level of 

performance with regard to this line item. The audit did not recommend a performance standard, and 

JT2 notes that it has in the past achieve a 95% rating on this item. JT2 recommends that management 

meet with the City to confirm specifics upon which a standard of performance can be based. 
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Performance Standard Ten- Litigation Management 

JT2 is committed to achieving a higher level of performance on litigation management, and 

notes that it has achieved a rating of 95% in the past, and that JT2's performance on claims, including 

management of litigation, has achieved a 103.75% closing ratio which strongly suggests that its 

management of litigation has met or exceeded this line item. JT2 recommends that management meet 

with the City to confirm specifics upon which a standard of performance can be based. 

Performance Standard Twelve- Supervisory Review 

JT2 has independently audited its inventory of files and noted that 95 of the 121 files met the 

applicable standard per the auditor. Supervisors had reviewed Claims files, but did not document the 

claim notepad in an easily identifiable manner. With clearer supervisory documentation, JT2 will meet 

or exceed the standard on a going forward basis. 

Conclusion: Audit Guidelines Should be Reassessed and JTZ Looks Forward to Exceptional Performance 

JT2 has been a longstanding partner with the City of Oakland and has demonstrated its 

commitment to excellence since the inception of this relationship. Despite initial concerns about 

partnering with a minority owned firm, thus requiring hold backs and audits as part of the early 

relationship, JT2 clearly and confidently earned the right to be held to standards expected of any 

qualified and effective TPA, without extra administrative oversight. This the City decided by its own 

experience and standards not later than 2008 by eliminating the hold back provision. Thus, the current 

audit, with questionable methodology and standards, calls into question "why" JT2 is being held to this 

audit and to these standards, since an annual audit is no longer required in its contract and per industry 

standards is not the norm. 

JT2, as a steward of the public trust in this .contractual relationship with the City of Oakland, also 

wishes to work with the City to reestablish its exceptional and good faith wonderful working relationship 

built over the years. JT2 is a proud Hispanic-owned firm, which has stood the test of time and industry 

standards. Most recently, JT2 was ranked as number 8 by the Department of Industrial Relations in that 

Department's audit of top TPA firms in California. JT2 is proud of that performance and believes that its 

records of accomplishments has been an asset to the City in performance of this contract. 

We welcome the opportunity to meet with you to strengthen our ongoing working relationship 

moving forward. Thank you for this opportunity to comment on the 2014 audit. We look forward to a 

meeting at your earliest opportunity. 

Respectfully, 

r1J;-JL?~ 
~o~n Casas, President/CEO 
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November 7, 2014 

City of Oakland 
150 Frank H. Ogawa Plaza, Second Floor 
Oakland, California 94612 

Attn: Ms. Deb Grant 
Risk Manager 

Actuarial Study of the 
Self-Insured Workers Compensation Program 

as of June 30, 2014 

This study has been completed for the City of Oakland, California, for the specific 
objectives listed in the study. It contains the analysis and conclusions of our work. 

Each section and appendix of the study is an integral part of the whole. We recommend 
a review of the entire study prior to reliance upon this study. 

No key personnel have a relationship with the City of Oakland, California, that may 
impair our objectivity. 

Please call if you have any questions. Thank you for the opportunity to be of service. 

Respectfully submitted, 

Aon Risk Consultants, Inc. 

sv~fa.btt ])Jcrv 
Mujtab. atoo, ACAS, MAAA, FCA 
Actuarial Practice Leader 

MD:bc 
X:\CIIents\Actuariai\0\0akland, City of 904\2014_06_30\Report\Oakland_WC_063014_11 D714.doc 

100 Bayview Circle, Suite 100 
Newport Beach, CA 92660 
tel: 949.608.6300 • fax; 949.608.6475 • www.aon.com 
Aon Risk Solutions I Global Risk Consulting 1 Actuarial and Analytics 
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I. Background 

The City of Oakland (the City) was fully self-insured for workers compensation until 
August 1, 2004. Effective August 2, 2004, the City began purchasing excess insurance. 

The history of the City's self-insured retentions for workers compensation is as shown in 
Table 1-1. 

Table 1-1 
Self-Insured Retentions 

(Workers Compensation) 

Self-Insured 
Claim Period Retention 

(1) (2) 
To 8/1/2004 Unlimited 

8/2/2004 to 6/30/2008 $1,000,000 

7/1/2008 and subsequent 750,000 

Note: Above information provided by the City. 

A self-insured retention of $750,000 is assumed through 2015/16. 

We have not reviewed the collectibility of the excess insurance. JT2 administers the 
workers compensation program. 

The fiscal period runs from July 1 through June 30. 

Data 

Loss data valued as of June 30, 2014 was provided to us by the City. The City also 
provided payroll for fiscal year 2013/14. Payroll projections are based on a 1% trend. 

In conducting this analysis, we relied upon the provided data without audit or 
independent verification; however, we reviewed it for reasonableness and consistency. 
Any inaccuracies in quantitative data or qualitative representations could have a 
significant effect on the results of our review and analysis. Any material discrepancies 
discovered in the loss or exposure data by the City or any other parties should be 
reported to us immediately, and if warranted, we will make appropriate amendments to 
the report. 

Consistent with the prior study, we have combined several claims from 2009 into one 
occurrence that was identified by the City. 
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II. Objectives 

The specific objectives of this study are: 

1. Estimate Outstanding Losses. Estimate outstanding losses (including 
allocated loss adjustment expenses [ALAE]) as of June 30, 2014. 

The estimated outstanding losses are the cost of unpaid claims. The estimated 
outstanding losses include case reserves, the development of known claims and 
incurred but not reported (IBNR) claims. ALAE are the direct expenses for 
settling specific claims. The amounts are limited to the self-insured retention. 

2. Project Ultimate Losses. Project ultimate losses (including ALAE) for 
2014/15 and 2015/16. 

The projected ultimate losses are the accrual value of losses with accident dates 
during 2014/15 and 2015/16, regardless of report or payment date. The amounts 
are limited to the self~insured retention. 

3. Project Losses Paid. Project losses paid during the 2014/15 and 2015/16 
years. 

The projected losses paid are the claim disbursements during 2014/15 and 
2015/16, regardless of accident or report date. The amounts are limited to the 
self-insured retention. 

4. Size of Loss Distribution Analysis. Analyze the distribution of losses in 
various layers. 

5. Affirm GASB Statement No. 10. Provide a statement affirming the 
conclusions of this report are consistent with Governmental Accounting 
Standards Board (GASB) Statement No. 10. 
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Ill. Conclusions 

We have reached the following conclusions: 

1. Estimate Outstanding Losses 

We estimate outstanding losses as of June 30,2014 to be as shown in Table 111-1. 

(A) 

(B) 

Table 111-1 
Estimated Outstanding Losses 

at Expected (50%) Confidence Level 
June 30, 2014 

Item 
(1) 

Estimated outstanding losses 

Present value of estimated outstanding losses 

Note: (A) and (B) are from Exhibit WC-11. 

Amount 
(2) 

$83,483,694 

73,272,882 

The estimated outstanding losses increased by $2.9 million, compared to our prior 
estimate as of June 30, 2013, which was $80,596,284. This change is primarily due to 
an increase in the reported case reserves, which increased by $2.8 million from June 30, 
2013 to June 30, 2014. 

The present value of the estimated outstanding losses is the amount of money, 
discounted for anticipated investment income, required to meet unpaid claims. It is 
calculated based on a 2.5% yield on investments, as provided by the City. 

The estimated outstanding losses reflect the excess insurance maintained by the City. 

GASB Statement No. 10 requires public entities to recognize the impact of all benefits 
paid for work-related injuries. 

The implementation guide for GASB Statement No. 10 specifies that a liability for 
outstanding unallocated loss adjustment expenses (ULAE) needs to be established for 
governmental entities. ULAE are primarily composed of future claims administration for 
open claims. They are typically 5% to 10% of the estimated outstanding losses. 

'4850' benefits are a full-salary (12 months) benefit for safety personnel. They are 
typically about 5% of the estimated outstanding losses. 
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2. Project Ultimate Losses 

We project ultimate losses for 2014/15 and 2015/16 to be as shown in Tables III-2A and 
III-2B. 

(A) 

(B) 

(A) 

(B) 

Item 

(1) 

Full Value 

Present Value 

Table 111-2A 
Projected Ultimate Losses 

2014/15 

Projected Loss Rate 
Payroll per $100 of 
(000) Payroll 

(2) (3) 

$377,186 $6.63 

377,186 5.96 

Note: (A) and (B) are from. Exhibit WC-10. 

Item 

(1) 

Full Value 

Present Value 

Table 111-28 
Projected Ultimate Losses 

2015/16 

Projected Loss Rate 
Payroll per $100 of 
(000) Payroll 

(2) (3) 

$380,958 $6.83 

380,958 6.14 

Note: (A) and (B) are from Exhibit WC-1 0. 

Projected 
Ultimate 
Losses 

(4) 

$24,999,000 

22,489,000 

Projected 
Ultimate 
Losses 

(4) 

$26,007,000 

23,396,000 

The present value of the projected ultimate limited losses is the amount of money, 
discounted for anticipated investment income, required to meet claims. It is calculated 
based on a 2.5% yield on investments, as provided by the City. 

All costs other than losses are additional. 
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3. Project Losses Paid 

We project losses paid during 2014/15 and 2015/16 to be as shown in Table 111-3. 

(A) 

Item 
(1) 

Projected losses paid 

Table 111-3 
Projected Losses Paid 

2014/15 and 2015/16 

2014/15 
(2) 

$21,118,908 

Note: (2) is from Exhibit WC-12. 
(3) is from Exhibit WC-13. 

2015/16 
(3) 

$22,429,731 

We note that there are two large open claims with case reserves greater than $1 million 
(on an unlimited basis). We have assumed that these claims will be paid out according 
to the selected payment pattern anticipated in this report. If these claims are paid out in 
a lump sum, or in any manner different than the selected pattern, the projected loss 
payments shown in Table 111-3 may vary from expected payments. 

All costs other than losses are additional. 
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Loss Experience Trends 

Graphs 111-1 and 111-2 show loss experience trends for workers compensation as 
measured by loss rate per $100 of payroll and frequency and severity, respectively. 

Graph 111-1 
Loss Rate per $100 of Payroll 

(Workers Compensation) 
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Note: Loss rates per $100 of payroll are from Exhibit WC-10, columns (4) and (7). 

We note that the loss experience of 2012/13 and 2013/14 is favorable because there are 
fewer claims over $50,000 than there has been historically. A size of loss distribution is 
provided in Exhibit WC-16. 
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Graph 111-3 shows the composition of the projected ultimate limited losses for workers 
compensation. 
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A list of large claims with limited reported incurred losses $500,000 or greater as of 
June 30, 2014 is as shown in Exhibit WC-15. 
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4. Size of Loss Distribution Analysis 

Table 111-4 shows the distribution of losses in various layers for workers compensation. 

Layer 
(1) 

(A) $1 to $5,000 

(B) $5,000 to $10,000 

(C) $10,000 to $25,000 

(D) $25,000 to $50,000 

(E) $50,000 to $100,000 

(F) $100,000 to $250,000 

(G) $250,000 to $500,000 

(H) $500,000 to $750,000 

(I) $750,000 to $1 ,000,000 

(J) Over $1 ,000,000 

(K) Total 
(A) ... (J) 

Table 111-4 
Size of Loss Distribution 
(Workers Compensation) 

Total Percent of Cumulative Total Reported 
Reported Total Percent of Incurred 

Claims (2)/Total(2) Total Losses 
(2) (3) (4) (5) 

25,412 78.2% 78.2% $21 ,633,565 

1,748 5.4% 83.6% 12,316,041 

3,045 9.4% 93.0% ' 74,348,803 

1,040 3.2% 96.2% 73,642,487 

986 3.0% 99.2% 152,384,501 

192 0.6% 99.8% 63,922,426 

36 0.1% 99.9% 21,635,950 

10 0.0% 100.0% 8,483,359 

8 0.0% 100.0% 10,223,436 

4 0.0% 100.0% 14,461,007 

32,481 100% $453,051,576 

Note: See Exhibit WC-16. Claim counts exclude claims with incurred value of $0. 

Percent of Cumulative 
Total Percent of 

(5)/Totai(S) Total 
(6) (7) 

4.8% 4.8% 

2.7% 7.5% 

16.4% 23.9% 

16.3% 40.2% 

33.6% 73.8% 

14.1% 87.9% 

4.8% 92.7% 

1.9% 94.6% 

2.3% 96.8% 

3.2% 100.0% 

100% 

For workers compensation, about 84% of the non-zero claims reported are below 
$10,000 and represent about 7% of the incurred amounts. The remaining 16% of the 
claims consume about 93% of the incurred amounts. 

A size of loss distribution by year and loss layer as of June 30, 2014 is as shown in 
Exhibit WC-16. 

5. Affirm GASB Statement No. 10 

We affirm the conclusions of this report are consistent with GASB Statement No. 10. 
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Appendix A 

Conditions and Limitations 

It is important to understand the conditions and limitations listed below. Each chapter and 
section is an integral part of the whole study. If there are questions, please contact Aon for 
clarification. 

• Data Quality In conducting this analysis, we relied upon the provided data 
without audit or independent verification; however, we reviewed it for 
reasonableness and consistency. Any inaccuracies in quantitative data or 
qualitative representations could have a significant effect on the results of 
our review and analysis. Any material discrepancies discovered in the loss 
data by the organization or any other parties should be reported to us 
immediately, and if warranted, we will make appropriate amendments to the 
report. 

• Economic Environment. Unless otherwise stated, we assumed the current 
economic conditions will continue in the foreseeable future. 

• Insurance Coverage. Unless otherwise stated, we assumed no insurance 
coverage changes (including coverage provided by the organization to 
others) subsequent to the date this study was prepared. This includes 
coverage language, self-insured retention, limitations and similar issues. 

• Insurance Solvency. Unless otherwise stated, we assumed all insurance 
purchased by the organization is from solvent sources payable in 
accordance with terms of the coverage document. 

• Interest Rate. The exhibits specify the annual interest rate used. 

• Methodology. In this study, different actuarial methods were applied. In 
some instances, the methods yield significantly disparate results. The 
estimates, projections and recommendations in this study reflect our 
judgments as to the best method or combination of methods that are most 
reliable and reflective of the exposure to loss. 

• Reproduction. Use of this report is limited to the organization for the 
specific purpose described in the Introduction section. Other uses are 
prohibited without an executed release with Aon. 

Distribution by the organization is unrestricted. The report should only be 
distributed in its entirety including all supporting exhibits. 

• Risk and Variability. Insurance is an inherently risky enterprise. Actual 
losses may vary significantly from our estimates, projections and 
recommendations. They may emerge higher or lower. 
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• Statutory and Judicial Changes. Legislatures and judiciaries may change 
statutes that govern indemnification. This includes benefit levels for workers 
compensation, immunities and limitations for liability, and other similar 
issues. Unless otherwise stated, we assumed no statutory changes 
subsequent to the date this study was prepared. 

• Supplemental Data. In addition to the data provided by the organization, we 
supplemented our analysis with data from similar organizations and 
insurance industry statistics, as we deemed appropriate. 

• Usage. This study has been prepared for the usage of the organization 
shown on the transmittal page. It was not prepared for and may not be 
appropriate for use by other organizations. Other organizations should 
obtain written permission from Aon prior to use of this study. 
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Appendix 8 

Glossary of Actuarial Terms 

Actuarial Methods (Most Common) 

A major objective of an actuarial study is to statistically project ultimate losses. The following 
actuarial methods are the most common: 

• Developed Paid Losses 

• Developed Reported Incurred Losses 

• Developed Case R eserves 

• Frequency Times Severity Analysis 

• Loss Rate Analysis 

The following describes each method: 

1. Developed Paid Losses. Paid losses represent the amounts actually paid to 
claimants (less excess insurance recoveries). As time goes on, loss payments 
continue until all claims are closed and there are no remaining payments expected. 
At this time, the ultimate losses for the claim period are known. This common 
process is called "paid loss development." 

Paid loss development is an extrapolation of actual dollars paid. It does not depend 
on case reserve estimates. A potential shortcoming of utilizing this method is that 
only a small fraction of total payments have been made for the most recent claim 
periods. Extrapolating ultimate losses based on small amounts of actual payments 
may be speculative. A second potential shortcoming is that payment patterns can 
change over time. 

2. Developed Reported Incurred Losses. Reported incurred losses are paid losses 
plus case reserves. In most programs, total reported incurred losses underestimate 
the ultimate losses. Over time, as more information about a body of claims becomes 
known, they are adjusted either up or down until they are closed. Though many 
individual claims settle for less than what was estimated, these decreases are 
generally more than offset by increases in the cost of other claims for which new 
information has emerged. 

The net effect is that total estimated costs are often revised upward over time. This 
normal process is called "reported incurred loss development." Actuaries typically 
review the development patterns of the recent past to make projections of the 
expected future loss development and, therefore, estimations of ultimate losses. 

3. Developed Case Reserves. A case reserve is an estimate of the unpaid amount 
established by claims adjusters for which a particular claim will ultimately be settled 
or adjudicated. The developed case reserves method is a hybrid of the paid loss 
development and reported incurred loss development methods. It relies on the 
historical adequacy of case reserves to predict ultimate losses. 
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4. Frequency Times Severity Analysis. The frequency times severity analysis is an 
actuarial method that uses a preliminary projection of ultimate losses to project 
claims severity. The claims severity times the number of claims is a predictor of 
ultimate losses. The focus of the frequency times severity analysis is that ultimate 
losses each period are dependent on the number of claims. 

5. Loss Rate Analysis. The loss rate analysis is based on the historical loss rates per 
exposure ut;~it (such as payroll, vehicles or property value). The loss rates (projected 
ultimate losses divided by exposure units) are trended to reflect the effect of claim 
cost inflation and retention changes. The trended loss rates represent the rates that 
one would see if all of the claims had been handled in the claim cost environment 
that will be present in the upcoming period. The trended loss rate times the 
projected exposure units is a predictor of losses. 

6. Bornhuetter-Ferguson Method (8-F). The 8-F method is an actuarial method that 
weights a preliminary projection of ultimate losses with projections of ultimate losses 
determined by other actuarial methods (usually the developed paid losses and 
developed reported incurred losses methods). For less mature claim periods, the 
8-F method leans more heavily to the preliminary projection. It gradually converges 
to the projections of ultimate losses determined by the other actuarial methods as 
the claim periods mature. 

Actuary 

A specialist trained in mathematics, statistics, and finance who is responsible for rate, 
reserve, and dividend calculations and other statistical studies. 

Allocated Loss Adjustment Expenses 

Allocated loss adjustment expenses (ALAE) are the direct expenses to settle specific 
claims. These expenses are primarily legal expenses. 

Governmental Accounting Standards Board (GASB) Statement No. 10 requires that ALAE 
be included in financial statements and that they be calculated by actuarial methods. 

American Academy of Actuaries 

A society concerned with the development of education in the field of actuarial science and 
with the enhancement of standards in the actuarial field. Members may use the designation 
MAAA (Member, American Academy of Actuaries). 

Benefits 

The financial reimbursement and other services provided insureds by insurers under the 
terms of an insurance contract. An example would be the benefits listed under a life or 
health insurance policy or benefits as prescribed by a workers compensation law. 
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Casualty Actuarial Society 

A professional society for actuaries in areas of property and casualty insurance work. This 
society grants the designation of Associate of the Casualty Actuarial Society (ACAS) and 
Fellow of the Casualty Actuarial Society (FCAS). 

Claim 

Demand by an individual or entity to recover for a loss. 

Claims Made 

A policy written on this basis covers only those claims that are made during the policy 
period. Coverage for prior acts is provided back to what is known as the retroactive date, 
which is the effective date of the original claims made policy with the same insurer. 

Composite Rate 

A single rate with a single basis of premium (e.g., payroll or sales). For this ~ingle rate the 
insured is covered for a variety of hazards, such as premises and operations, completed 
operations, products liability, and automobile. Its primary value is to compute premium 
simply. 

Confidence Level 

A confidence level is the statistical certainty that an actuary believes funding will be 
sufficient. For example, an 80% confidence level means that the actuary believes funding 
will be sufficient in eight years out of ten. 

Confidence levels are determined based on mathematical models. Coverages that are low 
frequency and high severity (such as excess liability) are subject to greater risk than 
coverages that are high frequency and low severity (such as automobile physical damage). 
Therefore, they need a greater margin to attain a given confidence level. 

Coverage 

The scope of the protection provided under a contract of insurance. 

Credibility 

Credibility is the belief that the sample data is an accurate reflection of the larger population. 
Credibility is highest when the sample data is large and the standard deviation (discussed 
later) of the larger population is low. 
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Dates 

There are at least three milestone dates in a claim. They are the date of injury or accident, 
the date of report and the date of closure. It is best if each of these dates is recorded. Some 
organizations may also keep the date a claim becomes a lawsuit, as opposed to a demand. ~ 
Aon recommends this additional level of detail, especially if the data is to be used for 

· litigation management. 

Deductible 

The portion of an insured loss to be borne by the insured before he is entitled to recovery 
from the insurer. Deductibles may be expressed as a dollar amount, percentage or waiting 
period. 

Disability 

A condition that curtails a person's ability to carry on his normal pursuits. A disability may be 
partial or total, and tern porary or permanent. 

Dividend (Policyholder) 

The return of part of the premium paid for a policy issued on a participating basis by either a 
mutual or a stock insurer. 

Estimated Outstanding Losses 

Estimated outstanding losses are the cost of claims that have occurred but have not yet 
been paid. They typically include indemnification and allocated loss adjustment expenses 
(ALAE), but not unallocated loss adjustment expenses (ULAE). 

Estimated outstanding losses are calculated as projected ultimate losses less paid losses. 
Alternatively, they are the sum of case reserves and incurred but not reported (IBNR) 
claims. 

Estimated outstanding losses are usually the largest single item listed as a liability on the 
balance sheet of a public entity's financial statement. GASB Statement No. 10 requires they 
be calculated by actuarial methods. Other common names for estimated outstanding losses 
are outstanding claims liabilities and unpaid claims. 

Experience Rating 

A method of adjusting the premium for a risk based on past loss experience for that risk 
compared to loss experience for an average risk. 
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Exposure Data 

Exposure data refers to the activities of the organization. For example, payroll is the most 
common exposure measure for workers compensation. Aon suggests collecting exposure 
data with the following characteristics: 

);> Readily Available. The exposure data should be easily obtained. It is best if 
it is a byproduct of other activities, although this is not always possible. If 
getting data is arduous, it may discourage collection. 

Vary With Losses. The exposure data should correlate directly with losses. 
The ideal situation is where exposure and expected losses move in tandem. 
The exposure base needs to be fitting to the coverage. For example, the 
number of employees may vary with property losses (more employees = 
more office space = more losses), but property value is a clearly superior 
exposure base for property losses. 

Generally Accepted Accounting Principles (GAAP) 

These principles are intended to produce financial results (in the insurance industry) 
consistent with those of other industries and to assure consistency in financial reporting. 

Incurred But Not Reported 

IBNR is really comprised of two distinct items. These are the development of known case 
reserves (incurred but not enough reported [IBNER] and incurred but not yet reported 
[IBNYR]). 

IBNER are the actuary's estimate of the inadequacy of case reserves. Most claims settle at 
amounts close to what is set by the claims administrator. Some claims close favorably and 
some emerge as more expensive. On balance, case reserves tend to be too low (especially 
for recent years). IBNER is the actuary's estimate of the amount total case reserves will rise 
upon closure. 

IBNYR refers to those claims that have occurred, but have not yet been reported. A classic 
example is medical malpractice claim reported several years after the medical procedure 
was performed. 

Insurance Services Office (ISO) 

An organization of the property and casualty insurance business designed to gather 
statistics, promulgate rates, and develop policy forms. 

Investment Income 

The return received by er,~tities from their investment portfolios, including interest, dividends 
and realized capital gains on stocks. Realized capital gains means the profit realized on 
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assets that have actually been sold for more than their purchase price. 

Limited 

Most programs purchase excess insurance for catastrophic claims. For example, they may 
purchase coverage for claims above a $500,000 per occurrence self-insured retention. 
"Limited" refers to an estimate or projection being limited to the self-insured retention. In 
contrast, "unlimited" means a loss projection not limited to the self-insured retention. 

Other common names for limited are net of excess insurance or capped losses. 

Loss Development 

The difference between the amount of losses initially estimated by the insurer and the 
amount reported in an evaluation on a later date. Loss development is typically measured 
for paid losses, reported incurred losses and claim counts. 

Manual Rates 

Usually, the published rate for some unit of insurance. An example is in the workers 
compensation manual, where the rates shown apply to each $100 of the payroll of the 
insured, $100 being the "unit." 

National Council on Compensation Insurance (NCCI) 

An association of workers compensation insurance companies whose main functions are 
collecting statistics and calculating rates, establishing policy wording, developing experience 
and retrospective rating plans, and serving as the filing organization for member companies. 

Net 

Many pooling programs assign deductibles to members. For example, each member may 
have a $5,000 per claim deductible. "Net" refers to a loss estimate or projection that 
excludes amounts below member deductibles. 

Occurrence 

An event that results in an insured loss. In some lines of insurance, such as gerieralliability, 
it is distinguished from accident in that the loss does not have to be sudden and fortuitous 
and can result from continuous or repeated exposure that results in bodily injury or property 
damage neither expected nor intended by the insured. 
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Pool 

An organization of entities through which particular types of risks are written with the 
premiums, losses, and expenses shared in agreed amounts among the members belonging 
to the organization. 

Premium 

The price of insurance protection for a specified risk for a specified period of time. 

Present Value 

The amount of money that future amounts receivable are currently worth. For example, a 
Life Insurance policy may provide for payments to be made monthly for ten years. The 
present value of that money would be less than the total amount of the regular periodic 
payments for 10 years because of the amount of interest that a present lump sum could 
earn during the term than the payments otherwise would have been mad e. 

Probability 

The probability is the likelihood of an event. It is a measure of how likely a value or event is 
to occur. It can be measured from data by calculating the number of occurrences of the 
value or event divided by the total number of occurrences. This calculation can be 
converted to a percentage. For example, tossing a coin has a 50% probability of heads or 
tails. 

Projected Losses Paid 

Projected losses paid are the projected claims disbursements in a period, regardless of 
when the claim occurred. They typically include indemnification and ALAE, but not 
unallocated loss adjustment expenses (ULAE). 

"Projected losses paid" is a cash-flow analysis that can be used in making investment 
decisions. 

Projected Ultimate Losses 

Projected ultimate losses are the accrual value of claims. They are the total amount that is 
expected to be paid in a particular claim period after all claims are closed. Projected 
ultimate losses are the total loss costs for a particular period. They typically include 
indemnification and ALAE, but not ULAE. 

Other common names for projected ultimate losses are expected losses, ultimate losses 
and total losses. 

18 



Rate 

The cost of a given unit of insurance. For example, in life insurance, it is the price of $1,000 
of the face amount. In property insurance, it is the rate per $100 of value to be insured. The 
premium is the rate multiplied by the number of units of insurance purchased. 

Retrospective Rating 

A method for which the final premium is not determined until the end of the coverage period, 
and is based on the insured's own loss experience for that same period. It is usually subject 
to a maximum and minimum premium. A plan of this type can be used in various types of 
insurance, especially workers compensation and liability, and is usually elected by only very 
large insureds. 

Salvage 

Property taken over by an entity to reduce its loss. Automobile physical damage losses can 
be reduced by the sale of recovered vehicles. 

Schedule Rating 

The application of debits or credits within established ranges for various characteristics of a 
risk according to an established schedule of items. Under liability and automobile insurance, 
the schedule rating plan allows credits and debits for various good or bad features of a 
particular commercial risk. An example in automobile schedule rating would be allowing 
credits for driver training classes or fleet maintenance programs. 

Self-Insurance Retention (SIR) 

That portion of a risk or potential loss assumed by an insured. It is often in the form of a per 
occurrence deductible. 

Society of Actuaries (SOA) 

A professional society for actuaries in areas of pensions, and life and health insurance work. 
The SOA grants the designation Associate of the Society of Actuaries (ASA) and Fellow of 
the Society of Actuaries (FSA). 

\ 

Standard Premium 

Most often used in connection with retrospective rating for Workers Compensation and 
General Liability Insurance. It is the premium of which the basic premium is a percentage 
and is developed by applying the regular rates to an insured's pay roll. 
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State Fund 

A fund set up by a state government to finance a mandatory insurance system, such as 
Workers Compensation or non-occupational disability benefits. Such a fund may be 
monopolistic, i.e., purchasers of the type of insurance required must place it in the state 
fund; or it may be competitive, i.e., an alternative to private insurance if the purchaser 
desires to use it. 

Statutory Accounting Principles (SAP) 

Those principles required by statute that must be followed by an insurance company or 
other similar entity when submitting its financial statement to the state insurance 
department. Such principles differ from (GAAP) in some important respects. For one thing 
SAP requires that expenses must be recorded immediately and cannot be deferred to track 
with premiums as they are earned and taken into revenue. 

Unallocated Loss Adjustment Expenses 

Unallocated loss adjustment expenses (ULAE) are the indirect expenses to settle claims. 
These expenses are primarily administration and claims handling expenses. 

GASB Statement No. 10 requires that ULAE be included in financial statements and that 
they be calculated by actuarial methods. 
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Appendix C 

Exhibits 

The attached exhibits detail our analysis. 
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CITY OF OAKLAND 
WORKERS' COMPENSATION 

Data Summary as of June 30, 2014 
Losses Limited to Self-Insured Retention 

Specific Months of Reported Open 
Claim Self-Insured Aggregate Development Payroll Claims Claims 
Period Retention Retention 6/30/14 (000) 6/30/14 6/30/14 

(1) (2) (3) (4) (5) (6) (7) 
----------------------------- ----------------- -------------------- ------------------ ----------------- ---------------- -------------------

to 1994/95 See Note None 240.0 Not Provided 19,552 76 
1995/96 Unlimited None 228.0 Not Provided 1,058 10 
1996/97 Unlimited None 216.0 Not Provided 1,051 5 
1997/98 Unlimited None 204.0 Not Provided 1,042 19 
1998/99 Unlimited None 192.0 Not Provided 1,025 14 
1999/00 Unlimited None 180.0 256,973 1,067 19 
2000/01 Unlimited None 168.0 273,627 1,107 14 
2001/02 Unlimited None 156.0 293,519 1,006 16 
2002/03 Unlimited None 144.0 305,541 919 28 
2003/04 Unlimited None 132.0 307,406 769 31 
2004/05 1,000,000 None 120.0 315,491 672 28 
2005/06 1,000,000 None 108.0 326,085 740 30 
2006/07 1,000,000 None 96.0 354,814 700 24 
2007/08 1,000,000 None 84.0 370,278 694 40 
2008/09 750,000 None 72.0 377,769 674 56 
2009/10 750,000 None 60.0 338,407 619 61 
2010/11 750,000 None 48.0 338,298 625 108 
2011/12 750,000 None 36.0 348,514 593 140 
2012/13 750,000 None 24.0 355,748 560 141 
2013/14 750,000 None 12.0 373,451 587 202 

----------------------- --------------------- ----------------------- ----------------------- ---------------------- --------------------- ---------------------
Total 

• The specific self-insured retention changes are as follows: 

Effective Date 

01/00/00 
08/02/04 
07/01/08 

Retention 

Unlimited 
1,000,000 

750,000 

(8), (9) and (1 0) are net of the specific self-insured retention and other recoveries. 

Data was provided by the City. 

Oakland_WC_063014.xlsx 

35,060 1,062 

Exhibit WC-1 (page 1) 

Limited 
Limited Limited Reported 
Paid Case Incurred 

Losses Reserves Losses 
6/30/14 6/30/14 6/30/14 

(8) (9) (10) 
------------------ ----------------- -------------------

$131,949,399 $3,556,870 $135,506,268 
9,972,173 699,659 10,671,832 

11,562,805 167,699 11,730,504 
14,986,431 401,792 15,388,223 
15,953,452 556,070 16,509,522 
13,517,057 1,048,848 14,565,905 
18,608,321 718,584 19,326,905 
20,923,064 1,397,881 22,320,944 
20,357,764 1,086,925 21,444,689 
19,578,006 1,641,492 21,219,498 
15,626,609 2,778,017 18,404,626 
14,276,321 2,529,665 16,805,986 
14,030,648 740,915 14,771,563 
12,662,095 2,060,974 14,723,070 
14,960,274 2,411,758 17,372,032 
15,064,578 2,521,937 17,586,514 
16,083,264 4,152,162 20,235,426 
14,195,912 5,298,219 19,494,132 
6,100,196 4,252,990 10,353,185 
2,367,939 3,063,237 5,431 '176 

--------------------- ---------------------- ----------------------
$402,776,308 $41,085,695 $443,862,003 
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CITY OF OAKLAND Exhibit WC-1 (page 2) 
WORKERS' COMPENSATION 

Data Summary as of June 30, 2014 
Unlimited Losses 

Unlimited 
Unlimited Unlimited Reported 

Specific Months of Reported Open Paid Case Incurred 
Claim Self-Insured Aggregate Development Payroll Claims Claims Losses Reserves Losses 
Pertod Retention Retention 6/30/14 (000) 6/30/14 6/30/14 6/30/14 6/30/14 6/30/14 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 
---------------------------- ------------------- ------------------ -------------------- ------------ ------------------- ----------------- ------------- ------------------ -----------------

to 1994/95 Unlimited None 240.0 Not Provided 19,552 76 $131,956,655 $3,556,870 $135,513,524 
1995/96 Unlimited None 228.0 Not Provided 1,058 10 9,997,166 699,659 10,696,825 
1996/97 Unlimited None 216.0 Not Provided 1,051 5 11,567,805 167,699 11,735,504 
1997/98 Unlimited None 204.0 Not Provided 1,042 19 14,987,497 401,792 15,389,289 
1998/99 Unlimited None 192.0 Not Provided 1,025 14 15,980,433 556,070 16,536,503 
1999/00 Unlimited None 180.0 256,973 1,067 19 13,751,171 1,048,848 14,800,020 
2000/01 Unlimited None 168.0 273,627 1,107 14 18,704,797 718,584 19.423,381 
2001/02 Unlimited None 156.0 293,519 1,006 16 21,103,042 1,397,881 22,500,923 
2002/03 Unlimited None 144.0 305,541 919 28 20,473,327 1,086,925 21,560,252 
2003/04 Unlimited None 132.0 307,406 769 31 20,153,297 1,641,492 21,794,788 
2004/05 Unlimited None 120.0 315,491 672 28 15,796,433 3,475,330 19,271,764 
2005/06 Unlimited None 108.0 326,085 740 30 14,380,153 5,186,395 19,586,547 
2006/07 Unlimited None 96.0 354,814 700 24 14,150,365 740,915 14,891,280 
2007/08 Unlimited None 84.0 370,278 694 40 12,845,228 2,339,496 15,184,724 
2008/09 Unlimited None 72.0 377,769 674 56 17,883,212 2,675,028 20,558,240 
2009/10 Unlimited None 60.0 338,407 619 61 15,350,470 2,691,733 18,042,203 
2010/11 Unlimited None 48.0 338,298 625 108 16,112,131 4,152,162 20,264,293 
2011/12 Unlimited None 36.0 348,514 593 140 14,234,615 5,298,219 19,532,835 
2012/13 Unlimited None 24.0 355,748 560 141 6,101,412 4,252,990 10,354,401 
2013/14 Unlimited None 12.0 373,451 587 202 2,367,939 3,063,237 5,431,176 

--------------------- --------------------- ---------------------- -------------------- ------------------- --------------------- ------------------ ---------------------- ------------------- ----------------------
Total 35,060 1,062 $407,897,148 $45,151,326 $453,048,474 

(8), (9) and (10) are gross of the specific self-insured retention and other recovertes. 

Data was provided by the City. 

Oakland_WC_063014.xlsx 
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CITY OF OAKLAND Exhibit WC-2 (page 1) 
WORKERS' COMPENSATION 

Summary of Percent Losses Paid, Losses Reported and Claims Reported 

Percent Percent Percent Percent Percent Percent 
Months of Losses Losses Claims Months of Losses Losses Claims 

Development Paid Reported Reported Development Paid Reported Reported 

(1) (2) (3) (4) (5) (6) (7) (8) 

--------------- ---------------- ------------- ------------- --------------- --------------- ------------- ----------------
360.0 99.9% 100.0% 100.0% 354.0 99.8% 100.0% 100.0% 
348.0 99.8% 100.0% 100.0% 342.0 99.8% 100.0% 100.0% 
336.0 99.7% 100.0% 100.0% 330.0 99.7% 100.0% 100.0% 
324.0 99.6% 100.0% 100.0% 318.0 99.5% 100.0% 100.0% 
312.0 99.4% 100.0% 100.0% 306.0 99.3% 100.0% 100.0% 
300.0 99.2% 100.0% 100.0% 294.0 99.0% 100.0% 100.0% 
288.0 98.9% 100.0% 100.0% 282.0 98.6% 100.0% 100.0% 
276.0 98.4% 100.0% 100.0% 270.0 98.0% 100.0% 100.0% 
264.0 97.7% 100.0% 100.0% 258.0 97.2% 100.0% 100.0% 
252.0 96.7% 100.0% 100.0% 246.0 96.0% 99.9% 100.0% 
240.0 95.2% 99.9% 100.0% 234.0 95.1% 99.8% 100.0% 
228.0 94.9% 99.7% 100.0% 222.0 94.8% 99.6% 100.0% 
216.0 94.6% 99.5% 100.0% 210.0 94.4% 99.3% 100.0% 
204.0 94.3% 99.2% 100.0% 198.0 94.1% 99.1% 100.0% 
192.0 93.9% 99.0% 100.0% 186.0 93.6% 98.8% 100.0% 
180.0 93.3% 98.6% 100.0% 174.0 93.0% 98.4% 100.0% 
168.0 92.6% 98.2% 100.0% 162.0 92.2% 97.9% 100.0% 
156.0 91.7% 97.7% 100.0% 150.0 91.1% 97.3% 100.0% 
144.0 90.5% 97.0% 100.0% 138.0 89.8% 96.6% 100.0% 
132.0 89.1% 96.2% 100.0% 126.0 88.2% 95.7% 100.0% 
120.0 87.3% 95.3% 100.0% 114.0 86.3% 94.6% 100.0% 
108.0 85.2% 93.9% 100.0% 102.0 84.0% 92.9% 100.0% 

96.0 82.7% 92.0% 100.0% 90.0 81.1% 91.0% 100.0% 
84.0 79.5% 90.0% 100.0% 78.0 77.8% 88.4% 100.0% 
72.0 76.1% 86.9% 100.0% 66.0 74.0% 85.3% 100.0% 
60.0 71.8% 83.8% 100.0% 54.0 69.1% 82.2% 100.0% 
48.0 66.5% 80.5% 100.0% 42.0 61.9% 78.3% 99.9% 
36.0 57.3% 76.0% 99.8% 30.0 49.9% 71.2% il9.6% 
24.0 42.5% 66.4% 99.3% 18.0 29.7% 52.7% 96.1% 
12.0 17.0% 39.0% 92.8% 6.0 8.5% 19.5% 46.4% 

(2) is from Exhibit WC-2 (page 2). 

(3) is from Exhibit WC-2 (page 3). 

(4) is from Exhibit WC-2 (page 4). 

(6), (7) and (8) are interpolated, based on (2), (3) and (4), respectively. 
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CITY OF OAKLAND Exhibit WC-2 (page 2) 
WORKERS' COMPENSATION 

Historical Umited Paid Losses ($000) and Umited Paid Loss Development 

I. Historical Umited Paid Losses ($000) 

Claim Months of Development 
Period 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204 216 228 240 

--- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --
to 1994/95 $125,356 $126,852 $128,058 $131,949 

1995196 9,245 9,297 9,419 9,463 9,550 9,672 9,972 
1996197 11,208 11,332 11,468 11,512 11,544 11,556 11,563 
1997198 13,950 14,063 14,311 14,672 14,823 14,894 14,986 
1998199 15,061 15,160 15,422 15,609 15,731 15,864 15,953 
1999/00 12,690 12,925 13,044 13,155 13,223 13,310 13,517 
2000101 17,498 17,835 18,095 18,243 18,384 18,520 18,608 
2001102 18,378 18,963 19,678 20,D43 20,442 20,700 20,923 
2002/03 16,745 17,702 18,322 18,692 19,444 19,819 20,358 
2003104 15,966 16,IT6 17,253 18,274 18,603 19,046 19,578 
2004105 11,109 12,288 13,255 14,081 14,562 15,529 15,627 
2005106 9,239 10,733 11,925 12,719 13,209 13,887 14,276 
2006/07 7,705 10,428 12,123 12,969 13,467 13,788 14,031 
2007/08 3,274 6,798 9,061 10,643 11,516 12,147 12,662 
2008109 3,500 8,732 11,787 13,716 14,403 14,960 
2009/10 3,877 9,024 12,032 13,699 15,065 
2010111 4,975 10,288 13,545 16,083 
2011/12 2,977 10,326 14,196 
2012/13 2,401 6,100 
2013114 2,368 

II. Umited Paid Loss Development 

Claim Months of Development 
Period 12-24 24-36 36-48 48-60 60-72 72-84 84-96 96-108 108-120 12G-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 216-228 228-240 240-Utt 

--- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- ---
to 1994/95 1.012 1.010 1.030 

1995/96 1.006 1.013 1.005 1.009 1.013 1.031 
1996/97 1.011 1.012 1.004 1.003 1.001 1.001 
1997/98 1.008 1.018 1.025 1.010 1.005 1.006 
1998/99 1.007 1.017 1.012 1.008 1.008 1.006 
1999/00 1.018 1.009 1.009 1.005 1.007 1.016 
2000/01 1.019 1.015 1.008 1.008 1.007 1.005 
2001102 1.032 1.038 1.019 1.020 1.013 1.011 
2002/03 1.057 1.035 1.020 1.040 1.019 1.027 
2003/04 1.051 1.028 1.059 1.018 1.024 1.028 
2004/05 1.106 1.079 1.062 1.034 1.066 1.006 
2005/06 1.162 1.111 1.067 1.039 1.051 1.028 
2006/07 1.353 1.163 1.070 1.038 1.024 1.018 
2007/08 2.077 1.333 1.175 1.082 1.055 1.042 
2008/09 2.495 1.350 1.164 1.050 1.039 
2009110 2.327 1.333 1.139 1.100 
2010111 2.068 1.317 1.187 
2011112 3.469 1.375 
2012/13 2.541 
2013114 

Average 
All 2.496 1.343 1.165 1.086 1.055 1.042 1.038 1.032 1.020 1.015 1.014 1.011 1.010 1.010 1.004 1.005 1.008 1.020 1.030 

lllltd 3 2.581 1.342 1.164 1.077 1.043 1.035 1.034 1.036 1.024 1.022 1.016 1.008 1.006 1.011 1.005 1.005 1.011 
Last3 2.693 1.342 1.163 1.077 1.044 1.035 1.034 1.037 1.023 1.022 1.016 1.008 1.006 1.011 1.004 1.005 1.008 
LastS 2.454 1.339 1.167 1.084 1.053 1.036 1.040 1.029 1.019 1.016 1.013 1.010 1.009 1.011 

x-hi,low 

Similar 2.519 1.519 1265 1.153 1.103 1.075 1.052 1.041 1.027 1.025 1.023 1.020 1.017 1.014 1.012 1.011 1.009 1.008 1.006 1.082 
Previous 2.500 1.333 1.160 1.080 1.065 1.050 1.040 1.030 1.025 1.020 1.016 1.013 1.010 1.007 1.006 1.004 1.004 1.004 1.003 1.050 

Selected 2.500 1.350 1.160 1.080 1.060 1.045 1.040 1.030 1.025 1.020 1.016 1.013 1.010 1.007 1.006 1.004 1.004 1.004 1.003 1.050 
Cumulative 5.889 2.355 1.745 1.504 1.393 1.314 1257 1209 1.174 1.145 1.123 1.105 1.091 1.080 1.072 1.065 1.061 1.057 1.053 1.050 

Percent 17.0% 42.5% 57.3% 66.5% 71.8% 76.1% 79.5% 82.7% 852% 87.3% 89.1% 90.5% 91.7% 92.6% 93.3% 93.9% 94.3% 94.6% 94.9% 952% 

1\.) 
(]1 Amounts are limited (net of excess insurance). 

Data was provided by the City. 



CITY OF OAKLAND Exhibit WC-2 (page 3) 
WORKERS' COMPENSATION 

Historical Umited Reported Incurred Losses ($000) and Umited Reported Incurred Loss Development 

I. Historical Umited Reported Incurred Losses ($000) 

Claim Months of Development: 
Period 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204 216 228 240 

--- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --
to 1994195 $128,888 $129,429 $131,078 $135,506 

1995196 9,623 9,621 9,660 9,685 9,754 9,921 10,672 
1996197 11,845 11,780 11,646 11,745 11,657 11,663 11,731 
1997/98 14,590 14,461 14,793 15,161 15,201 15,316 15,388 
1998/99 15,770 15,476 15,969 15,939 16,019 16,240 16,510 
1999/00 13,576 13,471 13,373 13,488 13,611 13,759 14,566 
2000101 18,966 18,601 18,712 18,863 19,194 19,105 19,327 
2001102 21,104 20,917 20,801 21,140 21,284 21,293 22,321 
2002103 19,806 19,717 20,191 20,328 20,637 20,663 21,445 
2003/04 18,973 18,991 19,153 19,790 20,472 20,531 21,219 
2004/05 14,940 - 14,940 16,266 16,963 17,540 18,362 18,405 
2005/06 13,636 13,940 14,760 15,366 15,996 16,186 16,806 
2006/07 12,182 13,503 14,335 14,489 14,947 14,660 14,772 
2007108 8,126 10,793 12,889 14,266 14,228 14,126 14,723 
2008109 7,312 13,225 16,845 17,497 17,101 17,372 
2009110 8,727 15,621 17,474 17,349 17,587 
2010/11 11,395 17,821 18,656 20,235 
2011112 9,353 17,335 19,494 
2012113 5,495 10,353 
2013114 5,431 

II. Umited Reported Incurred loss Development 

Claim Months of Development 
Period 12-24 24-36 3648 48-00 60-72 72-84 84-96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 216-228 228-240 240-Lnt 

--- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- -
to 1994195 1.004 1.013 1.034 

1995196 1.000 1.004 1.003 1.007 1.017 1.076 
1996/97 0.995 0.989 1.009 0.992 1.001 1.006 
1997/98 0.991 1.023 1.025 1.003 1.008 1.005 
1998199 0.981 1.032 0.998 1.005 1.014 1.017 
1999100 0.992 0.993 1.009 1.009 1.011 1.059 
2000101 0.981 1.006 1.008 1.018 0.995 1.012 
2001102 0.991 0.994 1.016 1.007 1.000 1.048 
2002103 0.996 1.024 1.007 1.015 1.001 1.038 
2003/04 1.001 1.009 1.033 1.034 1.003 1.034 
2004/05 1.000 1.089 1.043 1.034 1.047 1.002 
2005106 1.022 1.059 1.041 1.041 1.012 1.038 
2006/07 1.108 1.062 1.011 1.032 0.981 1.008 
2007/08 1.328 1.194 1.107 0.997 0.993 1.042 
2008109 . 1.809 1274 1.039 0.977 1.016 
2009/10 1.790 1.119 0.993 1.014 
2010/11 1.564 1.047 1.085 
2011112 1.853 1.125 
2012113 1.884 
2013114 

Average 
All 1.705 1.144 1.051 1.010 1.029 1.018 1.017 1.017 1.006 1.004 1.015 1.011 1.007 1.018 1.005 1.004 1.009 1.044 1.034 

Wtd3 1.734 1.095 1.040 0.996 1.014 1.021 1.018 1.040 1.007 1.014 1.018 1.020 1.009 1.024 1.007 1.004 1.005 
last3 1.767 1.097 1.039 0.996 1.013 1.021 1.018 1.040 1.007· 1.014 1.019 1.018 1.009 1.025 1.006 1.004 1.009 
LastS 1.817 1.146 1.062 1.007 1.030 1.031 1.023 1.027 1.008 1.005 1.019 1.010 1.009 1.009 

x-hi,low 

Similar 1.604 1255 1.135 1.086 1.063 1.054 1.038 1.031 1.024 1.017 1.013 1.011 1.009 1.008 1:oo9 1.007 1.007 1.008 1.004 1.051 
Previous 1.700 1.150 1.060 1.050 1.045 1.035 1.025 1.020 1.015 1.010 1.008 1.007 1.005 1.004 1.004 1.003 1.002 1.002 1.002 1.001 

Selected 1.700 1.145 1.060 1.040 1.038 1.035 1.023 1.020 1.015 1.010 1.008 1.007 1.005 1.004 1.004 1.003 1.002 1.002 1.002 1.001 
Cumulative 2.562 1.507 1.316 1242 1.194 1.151 1.112 1.087 1.065 1.050 1.039 1.031 1.024 1.018 1.014 1.011 1.008 1.005 1.003 1.001 

Percent 39.0% 66.4% 76.0% 80.5% 83.8% 86.9% 90.0% 92.0% 93.9% 95.3% 962% 97.0% 97.7% 98.2% 98.6% 99.0% 992% 99.5% 99.7% 99.9% 

!\) 
0> Amounts are limited (net of excess insurance). 

Data was provided by the City. 



CITY OF OAKLAND Exhibit WC-2 (page 4) 
WORKERS' COMPENSATION 

Historical Reported Claims and Reported Claim Development 

I. Historical Reported Claims 

Claim Months of Development 
Period 12 24 36 48 60 72 84 96 108 120 132 144 156 168 180 192 204 216 228 240 

--- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --
to 1994/95 19,547 19,549 19,550 19,552 

1995/96 1,057 1,058 1,058 1,058 1,058 1,058 1,058 
1996/97 1,051 1,051 1,051 1,051 1,051 1,052 1,051 
1997198 1,041 1,042 1,042 1,042 1,042 1,042 1,042 
1998/99 1,024 1,024 1,024 1,024 1,025 1,025 1,025 
1999/00 1,068 1,068 1,068 1,067 1,067 1,068 1,067 
2000/01 1,106 1,107 1,107 1,106 1,107 1,108 1,107 
2001/02 1,009 1,010 1,012 1,006 1,006 1,013 1,006 
2002/03 918 919 920 918 919 922 919 
2003/04 771 771 771 767 769 774 769 
2004/05 670 672 674 671 671 674 672 
2005/06 740 742 747 740 740 748 740 
2006/07 696 701 703 700 700 703 700 
2007/08 669 702 702 694 694 702 694 
2008/09 637 674 672 673 677 674 
2009/10 605 615 618 642 619 
2010/11 576 615 645 625 
2011/12 548 629 593 
2012113 515 560 
2013/14 587 

II. Reported Claim Development 

Claim Months of Development 
Period 12-24 24-36 3648 4~0 60-72 72-84 84-96 96-108 108-120 120-132 132-144 144-156 156-168 168-180 180-192 192-204 204-216 216-228 228-240 240-UH 

--- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- --- ---
"'1994195 1.000 1.000 1.000 

1995196 1.001 1.000 1.000 1.000 1.000 1.000 
1996197 1.000 1.000 1.000 1.000 1.001 0.999 
1997/98 1.001 1.000 1.000 1.000 1.000 1.000 
1998/99 1.000 1.000 1.000 1.001 1.000 1.000 
1999/00 1.000 1.000 0.999 1.000 1.001 0.999 
2000/01 1.001 1.000 0.999 1.001 1.001 0.999 
2001/02 1.001 1.002 0.994 1.000 1.007 0.993 
2002/03 1.001 1.001 0.998 1.001 1.003 0.997 
2003/04 1.000 1.000 0.995 1.003 1.007 0.994 
2004105 1.003 1.003 0.996 1.000 1.004 0.997 
2005/06 1.003 1.007 0.991 1.000 1.011 0.989 
2006/07 1.007 1.003 0.996 1.000 1.004 0.996 
2007/08 1.049 1.000 0.989 1.000 1.012 0.989 
2008/09 1.058 0.997 1.001 1.006 0.996 
2009/10 1.017 1.005 1.039 0.964 
2010/11 1.068 1.049 0.969 
2011/12 1.148 0.943 
2012/13 1.087 
2013114 

Average 
All 1.071 1.000 1.001 0.996 1.000 0.998 1.001 1.000 1.000 0.999 1.001 0.999 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

Vlltd3 1.101 0.998 1.003 0.991 1.002 0.998 1.002 0.999 1.002 0.999 1.002 0.998 1.000 1.000 1.000 1.000 1.000 
Last3 1.101 0.999 1.003 0.990 1.002 0.998 1.002 0.999 1.002 0.999 1.002 0.998 1.000 1.000 1.000 1.000 1.000 
LastS 1.071 1.001 0.998 1.001 1.000 0.999 0.999 1.001 0.999 1.000 1.000 1.000 1.000 1.000 

x-hiJow 

SimiJar 1.076 1.006 1.002 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 
Previous 1.070 1.005 1.002 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

Selected 1.070 1.005 1.002 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 
Cumulative 1.078 1.007 1.002 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

Percent 92.8% 99.3% 99.8% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

1\.) 
-...J 

Data was provided by the City. 



1\.) 
(X) 

I. Ratio of Limited Paid losses to Limited Reported Incurred Losses 

Claim Months of Development 
Period 12 24 36 48 
---- --- --- --- ---

to 1994195 
1995/96 
1996/97 
1997/98 
1998/99 
1999/00 
2000101 
2001/02 
2002/03 
2003/04 
2004/05 74.4% 
2005/06 67.8% n.o% 
2006/07 63.2% 77.2% 84.6% 
2007/08 40.3% 63.0% 70.3% 74.6% 
2008/09 47.9% 66.0% 70.0% 78.4% 
2009/10 44.4% 57.8% 68.9% 79.0% 
2010/11 43.7% 57.7% 72.6% 79.5% 
2011/12 31.8% 59.6% 72.8% 
2012/13 43.71'/o 58.9% 
2013/14 43.6% 

Average 
All 42.2% 60.9% 71.4% 78.2% 

Last3 39.7% 58.7% 71.4% 78.9% 
LastS 43.6% 58.8% 71.0% 78.9% 

x-hiJow 

Implicit 43.5% 64.0% 75.4% 82.5% 

60 72 
--- ---

84.5% 
84.1% 88.3% 
82.2% 81.5% 
80.8% 82.8% 
89.5% 90.1% 
80.9% 86.0% 
84.2% 86.1% 
85.7% 

83.9% 85.6% 
83.6% 87.4% 
83.6% 85.0% 

85.7% 87.6% 

CITY OF OAKlAND ExhibitWC-2 (page 5) 
WORKERS' COMPENSATION 

Historical Ratio of Umited Paid Losses and Umited Reported Incurred Losses 

84 96 108 120 132 144 156 168 180 192 204 216 228 240 
--- --- --- --- --- --- --- --- --- --- --- --- --- --

97.3% 98.0% 97.7% 97.4% 
96.1% 96.6% 97.5% 97.7% 97.9% 97.5% 93.4% 

94.6% 96.2% 98.5% 98.0% 99.0% 99.1% 98.6% 
95.6% 97.2% . 96.7% 96.8% 97.5% 97.2% 97.4% 

95.5% 98.0% 96.6% 97.9% 98.2% 97.7% 96.6% 
93.5% 95,9% 97.5% 97.5% 97.1% 96.7% 92.8% 

92.3% 95.9% 96.7% 96.7% 95.8% 96.9% 96.3% 
87.1% 90.7% 94.6% 94.8% 96.0% 97.2% 93.7% 
89.8% 90.7% 92.0% 94.2% 95.9% 94.9% 
90.1% 92.3% 90.9% 92.8% 92.3% 
83.0% 83.0% 84.6% 84.9% 
82.6% 85.8% 84.9% 
94.1% 95.0% 
86.0% 

87.5% 90.0% 90.9% 93.6% 96.0% 96.3% 96.4% 97.2% 96.7% 97.71'/o 97.9% 98.0% 95.6% 97.4% 
87.5% 87.9% 86.8% 90.6% 94.7% 96.0% 95.9% 97.1% 96.0% 97.6% 98.1% 98.0% 
86.4% 89.6% 89.3% 93.9% 96.2% 96.5% 96.9% 97.2% 97.6% 

88.4% 89.9% 90.8% 91.7% 92.6% 93.3% 93.9% 94.3% 94.6% 94.8% 95.0% 95.1% 95.2% 95.3% 



Claim 
Period 

(1) 
--------------

to 1994/95 
1995/96 
1996/97 
1997/98 
1998/99 
1999/00 
2000/01 
2001/02 
2002/03 
2003/04 
2004/05 
2005/06 
2006/07 
2007/08 
2008/09 
2009/10 
2010/11 
2011/12 
2012/13 
2013/14 

Months of 

CITY OF OAKLAND 
WORKERS' COMPENSATION 

Developed Limited Paid Losses 

Limited 
Paid 

Development Losses 
6/30/14 6/30/14 

(2) (3) 

Percent 
Losses 

Paid 
(4) 

-------------- --------------- --------------
240.0 $131,949,399 95.2% 
228.0 9,972,173 94.9% 
216.0 11,562,805 94.6% 
204.0 14,986,431 94.3% 
192.0 15,953,452 93.9% 
180.0 13,517,057 93.3% 
168.0 18,608,321 92.6% 
156.0 20,923,064 91.7% 
144.0 20,357,764 90.5% 
132.0 19,578,006 89.1% 
120.0 15,626,609 87.3% 
108.0 14,276,321 85.2% 
96.0 14,030,648 82.7% 
84.0 12,662,095 79.5% 
72.0 14,960,274 76.1% 
60.0 15,064,578 71.8% 
48.0 16,083,264 66.5% 
36.0 14,195,912 57.3% 
24.0 6,100,196 42.5% 
12.0 2,367,939 17.0% 

*-Indicates large claim(s) limited to retention. For details, see Exhibit WC-15. 

(3) is from Exhibit WC-1. 

(4) is from Exhibit WC-2. 

Exhibit WC-3 

Developed 
Limited 

Paid 
Losses 
(3)/(4) 

(5) 
-------------

$138,546,869 
10,504,812 
12,223,034 
15,899,575 
16,998,154 
14,485,620 
20,090,424 
22,821,024 
22,493,098 
21,979,396 
17,894,197 
16,756,668 
16,962,360 
15,920,162 
19,420,703. 
20,980,751 
24,191,456 
24,769,037 
14,368,894 
13,944,088 
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Claim 
Period 

(1) 

---------------
to 1994/95 

1995/96 
1996/97 
1997/98 
1998/99 
1999/00 
2000/01 
2001/02 
2002/03 
2003/04 
2004/05 
2005/06 
2006/07 
2007/08 
2008/09 
2009/10 
2010/11 
2011/12 
2012/13 
2013/14 

CITY OF OAKLAND 
WORKERS' COMPENSATION 

Developed Limiled Reported Incurred Losses 

Limited 
Reported 

Months of Incurred Percent 
Developmenl Losses Losses 

6/30/14 6/30/14 Reported 
(2) (3) (4) 

-------------- -------------- -------------
240.0 $135,506,268 99.9% 
228.0 10,671,832 99.7% 
216.0 11,730,504 99.5% 
204.0 15,388,223 99.2% 
192.0 16,509,522 99.0% 
180.0 14,565,905 98.6% 
168.0 19,326,905 98.2% 
156.0 22,320,944 97.7% 
144.0 21,444,689 97.0% 
132.0 21,219,498 96.2% 
120.0 18,404,626 95.3% 
108.0 16,805,986 93.9% 
96.0 14,771,563 92.0% 
84.0 14,723,070 90.0% 
72.0 17,372,032 86.9% 
60.0 17,586,514 83.8% 
48.0 20,235,426 80.5% 
36.0 19,494,132 76.0% 
24.0 10,353,185 66.4% 
12.0 5,431,176 39.0% 

• -Indicates large claim(s) limiled to retention. For details, see Exhibit WC-15. 

(3) is from Exhibit WC-1. 

(4) is from Exhibit WC-2. 

Exhibit WC-4 

Developed 
Limited 

Reported 
Incurred 
Losses 
(3)/(4) 

(5) 
---------------

$135,641,775 
10,707,574 
11,793,331 
15,508,907 
16,683,645 
14,772,335 
19,681,334 
22,853,295 
22,109,834 
22,052,679 
19,268,897 • 
17,774,333. 
16,052,412 
16,256,002 • 
19,875,551 • 
20,837,543 • 
24,971,260 • 
25,654,351 
15,600,432 
13,912,509 
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CITY OF OAKLAND Exhibit WC-5 
WORKERS' COMPENSATION 

Developed Limited Case Reserves 

Percent 
Losses Developed 

Reserved Limited Limited Limited 
Months of Percent Percent 6/30/14 Paid Case Case 

Claim Development Losses Losses [(4)-(3))/ Losses Reserves Reserves 
Period 6/30/14 Paid Reported [100.0%-(3)] 6/30/14 6/30/14 (6)+(7)/(5) 

(1) (2) (3) (4) (5) (6) (7) (8) 
--------------- ------------ ------------- ----------- ------------- ----------- -------------- ------------

to 1994/95 240.0 95.2% 99.9% 97.9% $131,949,399 $3,556,870 $135,582,487 
1995/96 228.0 94.9% 99.7% 93.4% 9,972,173 699,659 10,721,138 
1996/97 216.0 94.6% 99.5% 90.1% 11,562,805 167,699 11,748,853 
1997/98 204.0 94.3% 99.2% 86.5% 14,986,431 401,792 15,451,195 
1998/99 192.0 93.9% 99.0% 83.0% 15,953,452 556,070 16,623,266 
1999/00 180.0 93.3% 98.6% 79.1% 13,517,057 1,048,848 14,843,023 
2000/01 168.0 92.6% 98.2% 75.6% 18,608,321 718,584 19,558,967 
2001/02 156.0 91.7% 97.7% 72.0% 20,923,064 1,397,881 22,864,806 
2002/03 144.0 90.5% 97.0% 68.3% 20,357,764 1,086,925 21,948,916 
2003/04 132.0 89.1% 96.2% 65.4% 19,578,006 1,641,492 22,087,184 
2004/05 120.0 87.3% 95.3% 62.7% 15,626,609 2,778,017 19,667,336 • 
2005/06 108.0 85.2% 93.9% 58.5% 14,276,321 2,529,665 17,923,364. 
2006/07 96.0 82.7% 92.0% 53.8% 14,030,648 740,915 15,406,944 
2007/08 84.0 79.5% 90.0% 50.9% 12,662,095 2,060,974 16,223,813 • 
2008/09 72.0 76.1% 86.9% 45.2% 14,960,274 2,411,758 20,295,134 
2009/10 60.0 71.8% 83.8% 42.4% 15,064,578 2,521,937 20,336,561 • 
2010/11 48.0 66.5% 80.5% 42.0% 16,083,264 4,152,162 25,367,110. 
2011/12 36.0 57.3% 76.0% 43.7% 14,195,912 5,298,219 26,306,788 
2012/13 24.0 42.5% 66.4% 41.6% 6,100,196 4,252,990 16,335,915 
2013/14 12.0 17.0% 39.0% 26.6% 2,367,939 3,063,237 13,897,687 

•- Indicates large claim(s) limited to retention. For details, see Exhibit WC-15. 

(3) and (4) are from Exhibit WC-2. 

(6) and (7) are from Exhibit WC-1. 

31 



CITY OF OAKLAND Exhibit WC-Q 
WORKERS' COMPENSATION 

Preliminary Projected Ultimate Limited Losses to 2013/14 

Developed Preliminary 
Developed Limited Developed Projected 

Limited Reported Limited Ultimate 
Claim Paid Incurred Case Limited 
Period Losses Losses Reserves Losses 

(1} (2) (3) (4) (5) 

-------------- --------------- --------------- --------------- ---------------
to 1994/95 $138,546,869 $135,641,775 $135,582,487 $135,861,955 

1995/96 10,504,812 10,707,574 10,721,138 10,741,798 
1996/97 12,223,034 11,793,331 11,748,853 11,748,853 
1997/98 15,899,575 15,508,907 15,451,195 15,451,195 
1998/99 16,998,154 16,683,645 16,623,266 16,623,266 
1999/00 14,485,620 14,772,335 14,843,023 14,843,023 
2000/01 20,090,424 19,681,334 19,558,967 19,558,967 
2001/02 22,821,024 22,853,295 22,864,806 22,864,806 
2002/03 22,493,098 22,109,834 21,948,916 21,948,916 
2003/04 21,979,396 22,052,679 22,087,184 22,087,184 
2004/05 17,894,197 19,268,897 19,667,336 19,667,336 
2005/06 16,756,668 17,774,333 17,923,364 17,923,364 
2006/07 16,962,360 16,052,412 15,406,944 15,471,491 
2007/08 15,920,162 16,256,002 16,223,813 16,230,251 
2008/09 19,420,703 19,875,551 20,295,134 20,169,259 
2009/10 20,980,751 20,837,543 20,336,561 20,536,954 
2010/11 24,191,456 24,971,260 25,367,110 25,091,205 
2011112 24,769,037 25,654,351 26,306,788 25,738,263 
2012/13 14,368,894 15,600,432 16,335,915 15,648,318 
2013/14 13,944,088 13,912,509 13,897,687 13,912,896 

(2} is from Exhibit WC-3. 

(3} is from Exhibit WC-4. 

(4} is from Exhibit WC-5. 

(5) is based on (2) to (4) and actuarial judgment. 
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CITY OF OAKLAND 
WORKERS' COMPENSATION 

Bomhuetter- Ferguson Analysis 

I. A-priori Loss Rate 

Preliminary Limited 
Projected Loss Rate Loss Rate 
Ultimate per $100 of Trend 

Claim Limited Payroll Payroll (2014115 
Period Losses (000) (2)1(3)110 = 1.000) 

(1) (2) (3) (4) (5) 
------------------------- ------------------------ ------------------------ ----------------------- -----------------------

2004/05 $19,667,336 $315,491 $6.23 1.327 
2005106 17,923,364 326,085 5.50 1.318 
2006/07 15,471,491 354,814 4.36 1.294 
2007/08 16,230,251 370,278 4.38 1.230 
2008/09 20,169,259 377,769 5.34 1.198 
2009110 20,536,954 338.407 6.07 1.155 
2010111 25,091,205 338,298 7.42 1.121 
2011112 25,738,263 348,514 7.39 1.088 
2012113 15,648,318 355,748 4.40 1.074 
2013114 13,912,896 373,451 3.73 1.046 

(7) Projected 2014115 a-priori loss rate per $100 of Payroll 

II. Bomhuetter- Ferguson Analysis Based on Limited Paid Losses 

Projected 
Limited A-priori 

Paid Percent Loss Rate 
Claim Losses Losses per$100 of Payroll 
Period 6130114 Paid Payroll (000) 

(1) (2) (3) (4) (5) 
------------------------- ---------------------- ---------------------- ----------------------- ------------------------

2009/10 $15,064,578 71.8% $5.64 $338,407 
2010111 16,083,264 66.5% 5.71 338,298 
2011112 14,195,912 57.3% 5.88 348,514 
2012/13 6,100,196 42.5% 5.95 355,748 
2013114 2,367,939 17.0% 6.12 373,451 

Ill. Bomhuetter- Ferguson Analysis Based on Limited Reported Incurred Losses 

Limited Projected 
Reported A-priori 
Incurred Percent Loss Rate 

Claim Losses Losses per $100 of Payroll 
Period 6/30/14 Reported Payroll (000) 

(1) (2) (3) (4) (5) 
--------------------------- -------------------- ------------------------ -------------------- ----------------------

2009110 $17,586,514 83.8% $5.54 $338,407 
2010111 20,235,426 80.5% 5.71 338,298 
2011/12 19.494,132 76.0% 5.88 348,514 
2012/13 10,353,185 66.4% 5.95 355,748 
2013114 5,431,176 39.0% 6.12 373,451 

Section I, (2) is from Exhibit WC-6. 

Section I, (3), Section II, (5) and Section Ill, (5) are from Exhibit WC-10. 

Section I, (5) is from Exhibit WC-14 and adjusted for change in retention. 

Section I, (7) is based on Section I, (6) and actuarial judgment. 

Sections II and Ill, (2) are from Exhibit WC-1. 

Sections II and Ill, (3) are from Exhibit WC-2. 

Sections II and Ill, (4) are from Section I, (8). 

Exhibit WC-7 

Trended Projected 
Limited A-priori 

Loss Rate Loss Rate 
per $100 of per $100 of 

Payroll Payroll 
(4)X(5) (7)1(5) 

(6) (8) 
---------------------- ------------------

$8.27 $4.82 
7.25 4.85 
5.64 4.94 
5.39 5.20 
6.40 5.34 
7.01 5.54 
8.31 5.71 
8.03 5.88 
4.73 5.95 
3.90 6.12 

$6.40 

B-F 
B-F Ultimate 

Unpaid Limited 
Losses Paid 

[100.0%-(3)] Losses 
X(4)X(5)X10 (2)+(6) 

(6) (7) 
------------------------ ------------------

$5,283,411 $20,347,988 
6,469,522 22,552,786 
8,747,385 22,943,297 

12,188,508 18,288,704 
18,959,867 21,327,806 

B-F 
B-F Ultimate 

Unreported Limited 
Losses Reported 

[100.0%-(3)] Losses 
X(4)X(5)X10 (2)+(6) 

(6) (7) 
----------------------- ----------------------

$3,041,209 $20,627,724 
3,754,909 23,990,335 
4,920,612 24,414,744 
7,124,126 17,477,311 

13,922,587 19,353,763 
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I. Projected Ultimate Claims 

Months of 
Claim Development 
Period 6/30114 

(1) (2) 
---------------------- ---------------------

2004105 120.0 
2005106 108.0 
2006/07 96.0 
2007/08 84.0 
2008/09 72.0 
2009/10 60.0 
2010/11 48.0 
2011112 36.0 
2012/13 24.0 
2013114 12.0 

II. Frequency Times Severity 

Preliminary 
Projected 
Ultimate 

Claim Limited 
Period Losses 

(1) (2) 
------------------------ ---------------------

2004105 $19,667,336 
2005/06 17,923,364 
2006/07 15,471,491 
2007108 16:230,251 
2008/09 20,169,259 
2009110 20,536,954 
2010/11 25,091,205 
2011112 25,738,263 
2012/13 15,648,318 
2013114 13,912,896 

Reported 
Claims 
6/30/14 

(3) 
--------------------

672 
740 
700 
694 
674 
619 
625 
593 
560 
587 

Projected 
Ultimate 
Claims 

(3) 
--------------------

672 
740 
700 
694 
674 
619 
625 
594 
564 
632 

CITY OF OAKlAND 
WORKERS' COMPENSATION 

Frequency Times Severity Analysis 

Projected 
Percent Ultimate 
Claims Claims 

Reported (3)1(4) 
(4) (5) 

-------------- -----------------
100.0% 672 
100.0% 740 
100.0% 700 
100.0% 694 
100.0% 674 
100.0% 619 
100.0% 625 
99.8% 594 
99.3% 564 
92.8% 632 

Severity 
Average Trend 
Severity (2014115 
(2)1(3) = 1.000) 

(4) (5) 
-------------------- ---------------------

$29,267 1.783 
24,221 1.720 
22,102 1.639 
23,387 1.513 
29,925 1.431 
33,178 1.339 
40,146 1.262 
43,330 1.189 
27,745 1.140 
22,014 1.077 

(7) Projected 2014115 average claim severity 

Section I, (3) is from Exhibit WC-1. 

Section I, (4) is from Exhibit WC-2. 

Section I, (6) is from Exhibit WC-10. 

Section II, (2) is from Exhibit WC--6. 

Section II, (3) is from Section I, (5). 

Section II, (5) is from Exhibit WC-14 and adjusted for change in retention. 

Section II, (7) is based on (6) and actuarial judgment. 

Exhibit WC-B 

Frequency 
(per $1M of 

Payroll Payroll) 
(DOD) (5)/(6)X1 ,ODD 

(6) (7) 
------------------- --------------------

$315,491 2.13 
326,085 2.27 
354,814 1.97 
370,278 1.87 
377,769 1.78 
338,407 1.83 
338,298 1.85 
348,514 1.70 
355,748 1.59 
373,451 1.69 

De-Trended 
Projected 

Trended 2014115 
Average Average Frequency 

Claim Claim Times 
Severity Severity Severity 
(4)X(5) (7)1(5) (3)X(8) 

(6) (B) (9) 
--------------------- ------------------- ---------------------

$52,192 $22,644 $15,217,083 
41,658 23,479 17,374,237 
36,227 24,637 17,245,722 
35,391 26,685 18,519,203 
42,810 28,228 19,025,422 
44,428 30,156 18,666,651 
50,648 32,009 20,005,453 
51,501 33,975 20,181,144 
31,619 35,434 19,985,052 
23,713 37,488 23,692,664 

$40,382 
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CITY OF OAKLAND Exhibit WC-9 
WORKERS' COMPENSATION 

Projected Ultimate Limited Losses to 2013/14 

Developed 8-F 8-F 
Developed Limited Developed Ultimate Ultimate Projected 

Limited Reported Limited Limited Limited Frequency Ultimate 
Claim Paid Incurred Case Paid Reported Times Limited 
Period Losses Losses Reserves Losses Losses Severity Losses 

(1) (2) (3) (4) (5) (6) (7) (6) 
---------------- -------------- --------------- ------------- ------------- ------------- -------------- --------------

to 1994/95 $136,546,669 $135,641,775 $135,562,467 $135,662,000 
1995/96 10,504,612 10,707,574 10,721,136 10,742,000 
1996/97 12,223,034 11,793,331 11,746,653 11,749,000 
1997/96 15,699,575 15,506,907 15,451,195 15,451,000 
1996/99 16,996,154 16,663,645 16,623,266 16,623,000 
1999/00 14,465,620 14,772,335 14,643,023 14,643,000 
2000/01 20,090,424 19,661,334 19,556,967 19,559,000 
2001/02 22,621,024 22,653,295 22,664,606 22,665,000 
2002/03 22,493,096 22,109,634 21,946,916 21,949,000 
2003/04 21,979,396 22,052,679 22,067,164 22,067,000 
2004/05 17,694,197 19,266,697 19,667,336 19,667,000 
2005/06 16,756,666 17,774,333 17,923,364 17,923,000 
2006/07 16,962,360 16,052,412 15,406,944 15,471,000 
2007/06 15,920,162 16,256,002 16,223,613 16,230,000 
2006/09 19,420,703 19,675,551 20,295,134 20,169,000 
2009/10 20,960,751 20,637,543 20,336,561 20,347,966 20,627,724 16,666,651 20,537,000 
2010/11 24,191,456 24,971,260 25,367,110 22,552,766 23,990,335 20,005,453 24,662,000 
2011/12 24,769,037 25,654,351 26,306,766 22,943,297 24,414,744 20,161,144 25,213,000 
2012/13 14,366,694 15,600,432 16,335,915 16,266,704 17,477,311 19,965,052 16,976,000 
2013/14 13,944,066 13,912,509 13,697,667 21,327,606 19,353,763 23,692,664 17,462,000 

(2) is from Exhibit WC-3. 

(3) is from Exhibit WC-4. 

(4) is from Exhibit WC-5. 

(5) and (6) are from Exhibit WC-7. 

(7) is from Exhibit WC-6. 

(6) is based on (2) to (7) and actuarial judgment 

35 



Projected 
Ultimate 

Claim Limited 
Period Losses 

(1) (2) 
~-~~----------------- ----------------------

2004/05 $19,667,000 
2005/06 17,923,000 
2006/07 15,471,000 
2007/08 16,230,000 
2008/09 20,169,000 
2009/10 20,537,000 
2010/11 24,882,000 
2011112 25,213,000 
2012/13 16,976,000 
2013/14 17,462,000 

------------------------- ---------------------
Total $194,530,000 

Projected 
Limited 

Loss Rate 
Claim per $100 of 
Period Payroll 

(1) (7) 
---------------------- ------------------

2014/15 $6.63 
2015/16 6.83 

(2) is from Exhibit WC-9. 

(3) was provided by the City. 

CITY OF OAKLAND 
WORKERS' COMPENSATION 

Projected Ultimate Limited Losses for 2014/15 and Subsequent 

Limited 
Loss Rate Loss Rate 

per $100 of Trend 
Payroll Payroll (2014/15 
(000) (2)/(3)/10 = 1.000) 

(3) (4) (5) 
--------------------- ------------------ ---------------------

$315,491 $6.23 1.327 
326,085 5.50 1.318 
354,814 4.36 1.294 
370,278 4.38 1.230 
377,769 5.34 1.198 
338,407 6.07 1.155 
338,298 7.36 1.121 
348,514 7.23 1.088 
355,748 4.77 1.074 
373,451 4.68 1.046 

---------------------- ---------------------- ---------------------
$3,498,854 $5.56 

Projected 
Ultimate 

Projected Limited Present 
Payroll Losses Value 
(000) (7)X(8)X10 Factor 
(8) (9) (10) 

-------------------- --------------------- ------------------
$377,166 $24,999,000 0.90 

380,958 26,007,000 0.90 

(5) is from Exhibit WC-14 and adjusted for change in retention. 

(7) for 2014/15 is based on (6) and actuarial judgment. 

(7) for 2015/16 and subsequent are based on 2014/15 plus the trend in Exhibit WC-14. 

(8) is based on (3) for 2013/14 and a 1% trend. 

(10) is based on a 2.5% interest rate and the payout pattern in Exhibit WC-2. 

Exhibit WC-10 

Trended 
Limited 

Loss Rate 
per $100 of 

Payroll 
(4)X(5) 

(6) 
-------------------

$8.27 
7.25 
5.64 
5.39 
6.40 
7.01 
8.24 
7.87 
5.13 
4.89 

--------------------
$6.61 

Present 
Value of Present 
Projected Value of 
Limited Projected 

Loss Rate Ultimate 
per $100 of Limited 

Payroll Losses 
(7)X(10) (8)X(11)X10 

(11) (12) 

---------------------- ---------------------
$5.96 $22,489,000 
6.14 23,396,000 
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CITY OF OAKLAND Exhibit WC-11 
WORKE~S' COMPENSATION 

Estimated Outstanding Losses as of June 30, 2014 

Present 
Value of 

Limited Estimated Estimated 
Limited Limited Reported Projected Estimated Outstanding Outstanding 

Paid Case Incurred Ultimate IBNR Losses Present Losses 
Claim Losses Reserves Losses Limited 6/30/14 6/30/14 Value 6/30/14 
Period 6/30/14 6/30/14 6/30/14 Losses (5)-(4) (3)+(6) Factor (7)X(8) 

(1) (2) (3) (4) (5) (6} (7) (8) (9) 
~~~~~~~~w~~~•-••-••••- --~-·····-···-· ······------------ ----------------- ------------------ -------------------- ------------------ ----------------- --------------------

to 1994/95 $131,949,399 $3,556,870 $135,506,268 $135,862,000 $355,732 $3,912,602 0.94 $3,679,756 
1995/96 9,972,173 699,659 10,671,832 10,742,000 70,168 769,827 0.92 709,731 
1996/97 11,562,805 167,699 11,730,504 11,749,000 18,496 186,195 0.90 168,506 
1997/98 14,986,431 401,792 15,388,223 15,451,000 62,777 464,569 0.89 413,146 
1998/99 15,953,452 556,070 16,509,522 16,623,000 113,478 669,548 0.88 586,302 
1999/00 13,517,057 1,048,848 14,565,905 14,843,000 277,095 1,325,943 0.87 1,147,358 
2000/01 18,608,321 718,584 19,326,905 19,559,000 232,095 950,679 0.86 815,585 
2001/02 20,923,064 1,397,881 22,320,944 22,865,000 544,056 1,941,937 0.85 1,658,967 
2002/03 20,357,764 1,086,925 21,444,689 21,949,000 504,311 1,591,236 0.85 1,357,077 
2003/04 19,578,006 1,641,492 21,219,498 22,087,000 867,502 2,508,994 0.85 2,139,440 
2004/05 15,626,609 2,778,017 18,404,626 19,867,000 1,262,374 4,040,391 0.85 3,448,946 
2005/06 14,276,321 2,529,665 16,805,986 17,923,000 1,117,014 3,646,679 0.86 3,118,987 
2006/07 14,030,648 740,915 14,771,563 15,471,000 699,437 1,440,352 0.86 1,233,829 
2007/08 12,662,095 2,060,974 14,723,070 16,230,000 1,506,930 3,567,904 0.86 3,066,649 
2008/09 14,960,274 2,411,758 17,372,032 20,169,000 2,796,968 5,208,726 0.86 4,479,789 
2009/10 15,064,578 2,521,937 17,586,514 20,537,000 2,950,486 5,472,423 0.86 4,716,669 
2010/11 16,083,264 4,152,162 20,235,426 24,882,000 4,646,574 8,798,736 0.86 7,604,514 
2011/12 14,195,912 5,298,219 19,494,132 25,213,000 5,718,868 11,017,087 0.87 9,632,695 
2012/13 6,100,196 4,252,990 10,353,185 16,976,000 6,622,815 10,875,805 0.89 9,656,431 
2013/14 2,367,939 3,063,237 5,431,176 17,462,000 12,030,824 ' 15,094,061 0.90 13,638,505 

---------------------- --------------------- -------------------- ----------------- -------------------- ------------------ --------------------- ------------------ -----------------------
Total $402,776,308 $41,085,695 $443,862,003 $486,260,000 $42,398,000 $83,483,694 $73,272,882 

(2), (3) and (4) are net of specific self insured retention and aggregate retention. 

(5) is from Exhibit WC-9. 

(8) is based on a 2.5% interest rate and the payout pattern in Exhibit WC-2. 
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CITY OF OAKLAND Exhibit IJI.C-12 
WORKERS' COMPENSATION 

Projected Losses Paid July 1, 2014 to June30, 2015 

Percent 
Outstanding Present 

Losses Value of 
Paid Estimated Estimated 

7/1/14to Estimated Projected Outstanding Outstanding 
Months of Percent Months of Percent 6/30/15 Outstanding Losses Losses Present Losses 

Claim Development Losses Development Losses [(5)-(3)]/ Losses Paid 6/30/15 Value 6/30/15 
Period 6/30/14 Paid 6/30/15 Paid [100.0%-(3)] 6/30/14 (6)X(7) (7)-(8) Factor (9)X(10) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
------------ -------------- ------------ --------------- ------------ ---------- ------------ ------------- -------------- ----------- ----------

to 1994/95 240.0 95.2% 252.0 96.7% 30.0% $3,912,602 $1,173,781 $2,738,821 0.94 $2,580,997 
1995/96 228.0 94.9% 240.0 95.2% 6.1% 769,827 46,841 722,986 0.94 679,960 
1996197 216.0 94.6% 228.0 94.9% 6.1% 186,195 11,413 174,782 0.92 161,138 
1997/98 204.0 94.3% 216.0 94.6% 5.9% 464,569 27,639 436,930 0.90 395,421 
1998/99 192.0 93.9% 204.0 94.3% 6.6% 669,548 43,879 625,669 0.89 556,414 
1999/00 180.0 93.3% 192.0 93.9% 8.1% 1,325,943 107,164 1,218,779 0.88 1,067,245 
2000/01 168.0 92.6% 180.0 93.3% 9.4% 950,679 89,020 861,659 0.87 745,606 
2001/02 156.0 91.7% 168.0 92.6% 11.3% 1,941,937 219,385 1,722,552 0.86 1,477,774 
2002103 144.0 90.5% 156.0 91.7% 12.4% 1,591,236 197,213 1,394,023 0.85 1,190,893 
2003104 132.0 89.1% 144.0 90.5% 13.1% 2,508,994 328,930 2,180,064 0.85 1,859,255 
2004/05 120.0 87.3% 132.0 89.1% 13.8% 4,040,391 556,870 3,483,521 0.85 2,970,427 
2005/06 108.0 85.2% 120.0 87.3% 14.4% 3,646,679 524,737 3,121,942 0.85 2,664,942 
2006107 96.0 82.7% 108.0 85.2% 14.4% 1,440,352 206,798 1,233,554 0.86 1,055,053 
2007/08 84.0 79.5% 96.0 82.7% 15.5% 3,567,904 554,650 3,013,254 0.86 2,581,203 
2008/09 72.0 76.1% 84.0 79.5% 14.3% 5,208,726 746,741 4,461,985 0.86 3,835,120 
2009/10 60.0 71.8% 72.0 76.1% 15.3% 5,472,423 836,078 4,636,345 0.86 3,987,510 
2010/11 48.0 66.5% 60.0 71.8% 15.9% 8,798,736 1,396,241 7,402,495 0.86 6,380,193 
2011/12 36.0 57.3% 48.0 66.5% 21.5% 11,017,087 2,366,719 8,650,368 0.86 7,476,283 
2012113 24.0 42.5% 36.0 57.3% 25.8% 10,875,805 2,808,252 8,067,553 0.87 7,053,795 
2013/14 12.0 17.0% 24.0 42.5% 30.7% 15,094,061 4,631,309 10,462,752 0.89 9,289,689 
2014/15 0.0 0.0% 12.0 17.0% 17.0% 24,999,000 4,245,248 20,753,752 0.90 18,752,419 

---------------- --------------- ------------------------------- ----------------------------- -------------- --------------- -------------- ---------------------------
Total $108,482,694 $21,118,908 $87,353,786 $76,761,337 

(3) and (5) are from Exhibit IJI.C-2. 

(7) to 2013/14 is from Exhibit IJI.C-11. The amount for 2014/15 is from Exhibit IJI.C-10. 

(10) is based on a2.5% interest rate and the payout pattern in ExhibitiJI.C-2. 
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CITY OF OAKLAND Exhibit \1\C-13 
WORKERS' COMPENSATION 

Projected Losses Paid July 1, 2015 to June30, 2016 

Percent 
Outstanding Present 

Losses Value of 
Paid Estimated Estimated 

7/1/15to Estimated Projected Outstanding Outstanding 
Months of Percent Months of Percent 6/30/16 Outstanding Losses Losses Present Losses 

Claim Development Losses Development Losses [(5)-(3)]/ Losses Paid 6/30/16 Value 6/30/16 
Period 6/30/15 Paid 6/30/16 Paid [100.0%-{3)] 6/30/15 (6)X(7) (7)-(8) Factor (9)X(10) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
·-·-·-·-·--¥-·~ •-w-•-·-·-•-•• ------------ ------------- ------------ ------------- ------------- ------------ ----------- ----------- -------------

to 1994/95 252.0 96.7% 264.0 97.7% 30.0% $2,738,821 $821,646 $1,917,175 0.94 $1,811,332 
1995/96 240.0 95.2% 252.0 96.7% 30.0% 722,986 216,896 506,090 0.94 476,927 
1996197 228.0 94.9% 240.0 95.2% 6.1% 174,782 10,635 164,147 0.94 154,378 
1997/98 216.0 94.6% 228.0 94.9% 6.1% 436,930 26,782 410,148 0.92 378,130 
1998/99 204.0 94.3% 216.0 94.6% 5.9% 625,669 37,223 588,446 0.90 532,543 
1999/00 192.0 93.9% 204.0 94.3% 6.6% 1,218,779 79,873 1,138,906 0.89 1,012,841 
2000/01 180.0 93.3% 192.0 93.9% 8.1% 861,659 69,640 792,019 0.88 693,545 
2001/02 168.0 92.6% 180.0 93.3% 9.4% 1,722,552 161,296 1,561,254 0.87 1,350,976 
2002/03 156.0 91.7% 168.0 92.6% 11.3% 1,394,023 157,400 1,236,537 0.86 1,060,822 
2003104 144.0 90.5% 156.0 91.7% 12.4% 2,180,064 270,190 1,909,874 0.85 1,631,576 
2004/05 132.0 89.1% 144.0 90.5% 13.1% 3,483,521 456,691 3,026,830 0.85 2,581,415 
2005106 120.0 87.3% 132.0 89.1% 13.8% 3,121,942 430,264 2,691,658 0.85 2,295,199 
2006107 108.0 85.2% 120.0 87.3% 14.4% 1,233,554 177,502 1,056,052 0.85 901,464 
2007/08 96.0 82.7% 108.0 85.2% 14.4% 3,013,254 432,627 2,580,627 0.86 2,207,198 
2008/09 84.0 79.5% 96.0 82.7% 15.5% 4,461,985 693,639 3,768,346 0.86 3,228,027 
2009/10 72.0 76.1% 84.0 79.5% 14.3% 4,636,345 664,682 3,971,663 0.86 3,413,683 
2010/11 60.0 71.8% 72.0 76.1% 15.3% 7,402,495 1,130,955 6,271,540 0.86 5,393,008 
2011/12 48.0 66.5% 60.0 71.8% 15.9% 8,650,368 1,372,697 7,277,671 0.86 6,272,608 
2012/13 36.0 57.3% 48.0 66.5% . 21.5% 8,067,553 1,733,093 6,334,460 0.86 5,474,705 
2013/14 24.0 42.5% 36.0 57.3% 25.8% 10,462,752 2,701,597 7,761,155 0.87 6,785,899 
2014/15 12.0 17.0% 24.0 42.5% 30.7% 20,753,752 6,367,872 14,365,880 0.89 12,772,984 
2015/16 0.0 0.0% 12.0 17.0% 17.0% 26,007,000 4,416,423 21,590,577 0.90 19,508,547 

--------------- ---------------- ----------------------------- ------------------------- ----------- --------------- -------------- ---------------------.. -----
Total $113,370,700 $22,429,731 $90,941 ,055 $79,938,647 

(3) and (5) are from Exhibit \1\C-2. 

(7) to 2014'15 is from Exhibit WC-12, (9). The amount for 2015/16 is from Exhibit \1\C-10. 

(10) is based on a2.5% interest rate and the payout pattem in Exhibit \1\C-2. 
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I. Benefit Level Changes 

Benefit 
Effecitive Level 

Date Change 
(1) (2) 

M~M~MMM-WMMMWMMMMMWMMW-M -------------------
01/01/05 0.768 
01/01/06 0.965 
01/01/07 1.006 
02/15/07 1.011 
01/01/08 1.022 
01/01/09 1.013 
01/01/10 1.001 
01/01/12 1.001 
01/01/13 0.965 
01/01/14 1.031 

II. Loss Rate and Severity Trend 

Benefit 
Trend 

Claim (2014/15 
Period = 1.000) 

(1) (2) 

CITY OF OAKLAND 
WORKERS' COMPENSATION 

Loss Rate and Severity Trend 

Cumulative 
Benefit 
Level 

Change 
(3) 

-------------------
0.768 
0.741 
0.746 
0.754 
0.770 
0.780 
0.781 
0.782 
0.755 
0.778 

Residual Retention 
Trend Index 

(2014/15 (2014/15 
= 1.000) = 1.000) 

(3) (4) 

Loss Rate 
Trend 

(2014/15 
= 1.000) 

(2)X(3)X(4) 
(5) 

------------------------ --------------------- --------------------- ---------------------- --------------------
2004/05 1.013 1.344 0.975 1.327 
2005/06 1.031 1.305 0.980 1.318 
2006/07 1.042 1.267 0.980 1.294 
2007/08 1.021 1.230 0.980 1.230 
2008/09 1.003 1.194 1.000 1.198 
2009/10 0.996 1.159 1.000 1.155 
2010/11 0.996 1.126 1.000 1.121 
2011/12 0.995 1.093 1.000 1.088 
2012/13 1.013 1.061 1.000 1.074 
2013/14 1.015 1.030 1.000 1.046 

2014/15 1.000 1.000 1.000 1.000 
2015/16 1.000 0.971 1.000 0.971 

Section I, (2) and (3) refiect NCCI data. 

Section II, (2) is based on Section I, (2). 

Section II, (3) is based on 3% trend per actuarial judgment. 

Section II, (4) is based on industry statistics and actuarial judgment. 

Section II, (6) is based on 3% trend. 

Exhibit WC-14 

Severity 
Wage Trend 
Trend (2014/15 

(2014/15 = 1.000) 
= 1.000) (5)X(6) 

(6) (7) 
------------------- ---------------------

1.344 1.783 
1.305 1.720 
1.267 1.639 
1.230 1.513 
1.194 1.431 
1.159 1.339 
1.126 1.262 
1.093 1.189 
1.061 1.140 
1.030 1.077 

1.000 1.000 
0.971 0.943 
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CITY OF OAKLAND Exhibit WC-15 

WORKERS' COMPENSATION 

List of Large Claims 
Reported Incurred Losses Greater Than $100,000 

Unlimited 
Unlimited Unlimited Reported 

Spec~ic Paid Case Incurred 
Claim Date of Claim Self-Insured Losses Reserves Losses 

Number Loss Period Retention 6/30/14 6/30/14 6/30/14 

(1) (2) (3) (4) (5) (6) (7) 

---------------- --------------- --------------- ------------- -------------- -------------- -------------
0000190143 12/27/1972 to 1994/95 Unlimited $722,941 $0 $722,941 
0000190774 1/19/1974 to 1994/95 Unlimited 612,295 80,001 692,296 
0000190326 8/1/1974 to 1994/95 Unlimited 771,240 0 771,240 
0000190147 7/4/1975 to 1994/95 Unlimited 3,320,754 1,071,810 4,392,565 
0000190244 10/3/1975 to 1994/95 Unlimited 542,435 0 542,435 
0000191607 3/11/1977 to 1994/95 Unlimited 2,904,822 0 2,904,822 
0000190910 12/5/1977 to 1994/95 Unlimited 913,798 0 913,798 
0000190513 10/19/1978 to 1994/95 Unlimited 925,345 0 925,345 
0001305216 4/11/1983 to 1994/95 Unlimited 800,100 0 800,100 
0001305402 1/3/1984 to 1994/95 Unlimited 583,002 0 583,002 
0001305712 1/26/1984 to 1994/95 Unlimited 567,073 0 567,073 
0008600690 7/16/1986 to 1994/95 Unlimited 560,893 0 560,893 
0087580347 2/24/1987 to 1994/95 Unlimited 654,693 98,917 753,610 
0088580879 7/1/1988 to 1994/95 Unlimited 628,550 0 628,550 
0088580941 10/6/1988 to 1994/95 Unlimited 612,393 0 612,393 
0090000792 8/23/1990 to 1994/95 Unlimited 449,227 181,665 630,892 
0091000967 10/20/1991 to 1994/95 Unlimited 615,883 0 615,883 
0091001095 10/20/1991 to 1994/95 Unlimited 534,072 60,676 594,748 
0094630112 8/1/1994 to 1994/95 Unlimited 1,409,190 0 1,409,190 
0095630121 1/11/1995 to 1994/95 Unlimited 512,810 85,655 598,465 
0096630131 8/15/1995 1995/96 Unlimited 495,723 421,685 917,408 
0096630617 3/1/1996 1995/96 Unlimited 541,404 0 541,404 
0097630604 7/10/1997 1997/98 Unlimited 467,079 63,480 530,559 
0059620316 3/26/1999 1998/99 Unlimited 506,947 0 506,947 
0059620442 5/4/1999 1998/99 Unlimited 530,484 30,674 561,158 
0056200017 1/3/2000 1999/00 Unlimited 504,515 499,671 1,004,186 
0056210086 1/24/2001 2000/01 Unlimited 531,819 0 531,819 
0056210681 7/19/2001 2001/02 Unlimited 555,676 0 555,676 
0108004322 8/23/2001 2001/02 Unlimited 449,344 247,231 696,574 
0109002741 9/21/2001 2001/02 Unlimited 731,455 0 731,455 
0204001439 4/6/2002 2001/02 Unlimited 705,874 308,737 1,014,610 
0206001880 6/1/2002 2001/02 Unlimited 411,563 103,099 514,662 
0208004522 8/3/2002 2002/03 Unlimited 1,454,874 60,048 1,514,922 
0208003005 8/11/2002 2002/03 Unlimited 752,443 0 752,443 
0209003498 9/27/2002 2002/03 Unlimited 514,545 130,893 645,438 
0210003933 10/3/2002 2002/03 Unlimited 553,034 28,961 581,995 
0211004343 11/23/2002 2002/03 Unlimited 785,394 293,678 1,079,072 
0308002695 8/20/2003 2003/04 Unlimited 330,013 193,471 523,484 
0401000424 1/13/2004 2003/04 Unlimited 584,135 0 584,135 
0405001211 5/14/2004 2003/04 Unlimited 381,984 333,019 715,003 
0408001992 8/17/2004 2004/05 1,000,000 372,644 182,469 555,113 
0509002575 12/3/2004 2004/05 1,000,000 535,349 1,161,964. 1,697,313. 
0501000048 1/12/2005 2004/05 1,000,000 465,678 218,824 684,502 
0603000428 3/5/2005 2004/05 1,000,000 357,676 345,395 703,071 
0506001414 6/23/2005 2004/05 1,000,000 497,702 387,102. 884,804 
0507002799 7/1/2005 2005/06 1,000,000 609,133 616,487. 1,225,620. 
0510002729 10/18/2005 2005/06 1,000,000 353,287 276,063 629,350 
0601000103 1/21/2006 2005/06 1,000,000 438,116 2,992,994. 3,431,110. 
0701000110 1/20/2007 2006/07 1,000,000 459,527 45,078 504,605 
0708001974 8/17/2007 2007/08 1,000,000 709,629 135,185 844,814 
0708002337 8/27/2007 2007/08 1,000,000 494,868 783,654. 1,278,522. 
0802000349 2/22/2008 2007/08 1,000,000 322,310 189,084 511,393 
0901000136 1/19/2009 2008/09 750,000 409,558 110,491 520,049 
090300003 3/21/2009 2008/09 750,000 3,469,241 • 263,270 3,732,511 • 
1002000328 2/24/2010 2009/10 750,000 278,654 359,041 • 637,695. 
1003000505 3/19/2010 2009/10 750,000 531,840 387,957. 919,796. 
1008001619 8/6/2010 2010/11 750,000 266,365 459,592. 725,957. 
1008001950 8/31/2010 2010/11 750,000 497,105 72,226 569,331 

Amounts are gross of excess insurance and net of other recoveries, 

The claim(s) indicated by a"' have been limited in development. 

(1) through (7) were provided by the City. 
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I. Reported Clam Count 

CITY OF OAKLAND 
WORKERS' COMPENSATION 

Size of Loss Distribution 

Non-Zero 
Claim 

Cumulative 
Total 

9 

Exhibit V\C-16 

Non-Zero 
Claim 

Cumulative 
% ofTotal 

10 

1o:cu ~s,oooiliit. :.'8Jttr:." '23;52fl: .i!Zi<l!•~asJJ10'i: . :I: J~<t:;aa~>•·· .\Ytws. a7e :y:c·JJi:\Wb'fl'\ ®81': .::, \tBt% ~JJ2'\JJt.l' •;,fuS'I!jf4'f:a4t>jJ'jj'<h•;:;:z!lfilt!!klll!l: ltarwrill 
5,000-10,000 1,546 44 40 24 29 65 1,748 27,160 83.6% 

1fo,ooot?5idoo:c; :AYt&li' .·'1Alf2[65a· 7 ,::, v·::/'Jj£8~11;{< :hi'@lal!Y:I; in6l; : .. \WflT4U;Y!';\ !?i'C"Y"iC'92,'.,/:~; .. <.: ;7,;;';65'-·· .)>t¥\\Mj3i0il5l ·ij,;;J;•Jp·ao;205, ·· .;'\c' : ':);;&93:tlo/•1 
25,000-50,000 897 29 37 37 28 12 1,040 31,245 96.2% 
so.ooo.<top;oopiJ ''':<w · · •. ;, zsa%1:\· :l/1ttJ.J.<i:5o.::; : .· • '>:·,;lJl &s!t: v>&t4'W'• ... ;71r,•• :s•3fl +1<-a !1'1'14fi<rJ.lJW''c&ii'?si''96e" · '<$2,2~1!1! :::.::rL;Eeoo:2%1 
100,000-250,000 159 10 12 8 2 1 192 32,423 99.8% 
:~Q.oJQQot;:SdO,Qo()::t:ro· . 'M· t%W:.Y3slr·_.:~rtt ., •. ; •. ,··;,L1.i : .. L);,JM<""'''~'t. · :.: ··.:.•:;.Jt>p210r•0rld11ty,ss :c (f' · ·<•:o;;:··v;• .~ .... •'.·o-\ .;.·,;;;,;;.;;;;;:;, ,(il.~ltliY':I'lllJ3:M59l'.•"<< ·,,:,_.,·,~9Q,\l%: 
500,000 - 750,000 9 1 0 0 0 0 10 32,469 100.0% 
;so1o~ilo/-1.o0ll.ooo,. t .. "s··&AJII,•: <.a,· · · ;::,:)i:i!H!I!wMtn;:;no" :_;'•·2:&JY<r: o'l::z <. >:' :c z. o::\l.;(.::•>~·>..t;.f\j;OB<l+ c:iJ:J}itl[qtJtlii::J··~:{2f47Jt<,l!lfii.Joo:b%t 
Over 1,000,000 4 0 0 0 0 0 4 32,481 100.0% 

1:,, ,'''~''i'Btf:;>f<, -: <: :,:·\nfiMZI\'~ >-, :~~"n n ;z.;;y-, )~ifftt\>: ,><, _':,~~t<~:LtZik ,: Jf!:UJY,~ - '\<;-·:::~t:/ih\+Ytht >WW&J;M&itffAf -t" '!f,rt0H~ti~:ffTI~;>1:;, ,,, ·~-::.<Jft;* Jt'm, ,'fll'~j'f/~f<~~~<,:) ,{~ 
Total 32,076 619 625 593 560 587 35,060 32,461 

II. Total Reported Incurred Losses 

Non-Zero 
Claim 

Cumulative 
Total 

9 

Non-Zero 
Claim 

Cumulative 
% ofTotal 

10 

g;Q;1~;'5f01tdWW:ti. ':!"''%\lftO'Oi22~1¥~¥:&~70,7!l9'&BXM6,8Q~JrW•4Ul!Bf'1N!ft};t•;~;il92i653:!4i;;r;¢:21(!l~~f®.PI:.•'lBf21;e~JJ5~SY<i%8·.:14:a%! 
5,000-10,000 10,880,460 306,384 303,700 161,792 197,032 466,673 12,316,041 33,949,606 7.5% 

)1 OJ®lli~s;ooo: J i;•fi\BI6\L71i&:408Ul' •,P\;.)1 ;1l:Ql!l9.14tf!'<;:;:,H2,2~iliil3$jJ'jj'Jrt:t: t8i214PJ lm*";z;oaii.2190/ZJ?\\Afi46Ji;ll2!1ffllt:.:&t4f31la'?aoa:- ,• > 1 0'8\2l!ll;409!:tY·?'· ; .. :'.i12S.s%': 
25,000- 50,000 2,450,492 1 954,053 736,591 73,642,487 181,940,896 40.2% 

f9 ,000iti:1o 

Total $379,423,565 $18,042,203 $20,264,293 $19,532,835. $10,354,401 $5,431,176 $453,048,474 $453,051,576 

Amounts are grow of excess insurance and other reooveries. 

Data was provided by the City. 
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CSAC EXCESS 
INSURANCE AUTHORITY 
A Public Agency 

C;:,n1':1ml.a No ;0\:h.th~n -:;r 
)Qin't·.Powert Authonttml 

Ar..t:rm14ttd wll~l fxcPitPnctt 

July 1, 2014 

Re: Fraud Audit - City of Oakland 

Dear Ms. Grant, 

I arri providing you with my findings upon reviewing City of Oakland files for appropriate 
Fraud recognition and pursuit. 

Approach: 

With the assistance of the City Risk Management Department I contacted the Fraud 
investigative vendor, PROBE, Inc. I spoke with Ms. Dalene Bartholomew who advised 
that assignments are provided through the City's TPA, JT2. Probe has access to JT2's 
claim system (SIMS), and usually the PROBE handler speaks with the JT2 Examiner to 
agree on a plan of action for each case. 

If the PROBE investigation results In a finding of probable or potential fraud, PROBE 
contacts JT2 to get authorization for referral to the County DA and/or State Department 
of Insurance Fraud Bureau, filing an FD-1. Sometimes the result is the denial or 
significant compromise of the claim based on the findings. The DA makes the 
determination as to whether to proceed with criminal charges. (I found no cases where 
such charges were pursued, even when referred with investigative findings.) 

PROBE then sent me a listing of 100% of the fraud referrals from 2011 through 2014. I 
reviewed 100% of these cases. There were 2 from 2011, 0 from 2012, 19 from 2013, 
and 34 from 2014 YTD (55 total). 

Also through the assistance of the City Risk Management Department, I reviewed a 
sampling of claims which had not been referred to PROBE to ensure that issues were 
being appropriately identified. I identified a random sampling of 55 claims, based on 
loss descriptions which may have red flag elements to consj 

Findings: 

Probe assigned cases: 

Of the 55 cases which had been assigned fqr· R~Q$E ,investigatiQ,~,difound no evid~no~ 
of inappropriate activity on the part of the .·_.· , \rll~~d::Or the PROBE Investigator. fn 201'8 
and 2014 cases, referrals for investigatio~ · . ·r~?r)a'ade C>tt~~se~.\WfilicJ;rwere even · 

:::::·.': ' .. ; "' ; . . . ; : ~ii : : : > 
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marginally suspicious, based on elements such as inability to reach the worker, or prior 
similar injuries. In my estimation, about half of the referrals were not needed, and no 
elements were found warranting fraud referral to the DA or State. (Additionally, I found 
no cases which the DA elected to pursue. There were one or two which seemed to have 
sufficient basis for additional review, ho~ever the DA's office declined pursuit.) 

Of the 55 cases reviewed with no PROBE referral, I did not find any which had firm 
indicators which would warrant suspicion. I found 2 cases (3.6%) which had the 
potential to be referred for an FD-1 filing. However, both cases were minimal, with one 
being denied and one having no lost time, and were closed by the time of my review. 

Analysis: 

Based on my review of the cases referred, and those which were not, I found no 
indication that the City, via their TPA, JT2, is missing referrals on cases of a suspicious 
n.ature. If anything, the examiners err on the side of caution and, when in doubt, refer 
the claim to ensure compliance of all State requirements. It is obvious that suspected 
fraud reporting increased dramatically in 2013 and 2014. 

I learned that PROBE provides training to the City and the JT2 Examiners on an annual 
basis on fraud recognition, handling and pursuit. For the files that I reviewed, all 
elements of this training appear to be being implemented. 

Thank you for the opportunity to provide this review of the fraud process for the City of 
Oakland, and for your assistance in opening the doors to both PROBE and JT2. Both 
companies took the time to explain the processes in place and were very cooperative in 
providing me the needed data for this audit. 

Respectfully submitted, 

9aJ~ 
Jack Blyskal, CPCU, ARM 
Chief Claims Officer 
CSAC Excess Insurance Authority 

? 
FlNANOE & MANAGEMENT CMTE, 

MAY 12 Z015 


