STATE PUBLIC SCHOOL FUND – WORKERS’ COMPENSATION
NORTH CAROLINA DEPARTMENT OF PUBLIC INSTRUCTION
DIVISION OF SCHOOL SUPPORT, INSURANCE SERVICES

BACKGROUND
NCGS 115C-337 Workers’ Compensation for school employees requires the State Board of Education to provide Workers’ Compensation coverage to state paid employees under NCGS Chapter 97.  The State is liable to coordinate all workers’ compensation benefits afforded to an injured employee.  This includes compensation for lost time wages on the basis of 66 2/3 of their average weekly wages, medical, and ancillary expenses associated with the employee’s injury (NCGS 97-2). LEAs are responsible to provide Workers’ Compensation coverage to federal and local funded employees.
DPI Insurance Services manages and oversees a self-insured workers’ compensation fund (K/A Fund).  Services provided under this Fund are contracted through North Carolina private businesses and a third party administrator (TPA).
WORKERS’ COMPENSATION: SELF-INSURED FUND – BENEFITS OF STATE MANAGEMENT
· Fund provides timely payments to injured employees for lost time and medical benefits.
· LEAs have access to web-based software to report workers’ compensation claims within 5- day requirement.
· Fund and TPA provide LEAs access to:  professional claims adjusters, a network of medical providers, nurse and telephonic case managers, bill review services, network for scheduling medical appointments, surveillance of suspicious activities, OSHA and claim reporting.
· Legal counsel is provided through Attorney General’s office for mediations and Industrial Commission hearings.
· Fund coordinates split-funding activities (employees paid by state and local funds).
· Fund provides risk management services to LEAs.
· Fund provides direction on comingling of workers’ compensation, disability, retirement, and other state benefits.
OPEN LONG-TERM CLAIMS – PROBLEMS TO BE ADDRESSED
· 4000 long-term open claims as of 12/31/2010 (NCGS 97-29 through 31 define permanent, total, partial disability).
· $100 million is the estimated (present day value) of long-term terms open claims to be transferred to LEAs.
· Claims remain open due to obligations under Workers’ Compensation law.
· LEAs will not be able to purchase coverage for their long-term open claims, if transferred.
· LEAs will need to find an immediate remedy for making payments to injured workers and medical providers.
· LEAs will not have access to services provided by Fund and TPA.
· LEAs will likely self-insure and contract with a TPA to provide services provided under state Fund contract.
· Negotiating separate contracts with TPAs will be expensive. (TPA fees are based on number of claims and services provided).
· LEAs have little or no expertise in managing self-insured workers’ compensation programs.  
PURCHASE OF WORKERS’ COMPENSATION – LEAs BURDEN OF EXPENSE AND CLAIMS MANAGEMENT
DPI expenses were $38.5 million in workers’ compensation claims FY09 and $38.2 million FY10.  TPA expenses were approximately $2 million, legal expenses paid to the Attorney General’s office averaged $242,000.
· LEAs will need to identify $67 million for the purchase of workers’ compensation coverage (estimate based on state payrolls multiplied by rating class factors; does not include experience modifications or insurance company rating factors).  
· Due to unfavorable loss experience, some LEAs will be subject to additional ratings and increased premiums through assigned risk markets.
· LEAs will require additional staff to file, investigate, manage and administer claims.
·  LEAs will need to secure separate workers’ compensation insurance policies or self-insure; without the advantage, savings and expertise of the state funded workers’ compensation self-insured program.

