Insurance for Workers and Employers

Your Guarantee

Washington State established its workers’ compensation
system in 1911, the result of a historic compromise that
provided mutual protection for workers and employers.
Workers gave up their right to sue their employer for a
work-related injury or illness in return for sure and certain
medical treatment and, when applicable, wage-replacement
benefits. In exchange, employers were protected from the
cost of extended claims and tort liability that could result
from workplace injuries. Over the years, the system has
evolved. One of the most significant changes occurred in
1917, when a law was passed that made workers responsible
for paying a significant portion of the premiums. In 2005,
their share averaged 27.6 percent. Washington is the only
state where workers pay a substantial portion of premiums.

Our Commitment
The Department of Labor and Industries (L&) will:

[=] Work with employers and workers to prevent workplace
injuries and illnesses.

(=] Provide prompt and certain relief to workers who suffer
work-related injury or illness.

(=] Administer the workers’ compensation system and its
finances in a way that maximizes benefits to workers
and minimizes costs to employers.

[=] Eliminate fraud and abuse by workers, employers and
medical providers.

[=] Listen to and respond to the needs of our customers.

Responsive Change

To fulfill this commitment, L&I will look for opportunities to
improve the system and be open to new ideas and change.
Our administration of workers’ compensation will evolve

as new, proven technologies become available. We will
closely monitor medical advancements, authorizing those
that improve an injured worker’s condition and resisting
those that provide little or no relief. We will manage claims
effectively, encourage return-to-work options and minimize
the financial impact of a claim. No one benefits when a claim
lasts longer than it should.

Finally, we must continue to partner with employers and workers
to provide a fair and sound workers’ compensation system.
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Improving Service, Controlling Costs in 2005

We want to focus this year’s message on some of our
successes, which could not have been accomplished
without the support of our customers and providers,
and the dedication and hard work of L&I staff.

No General Rate Increase for 2006

In many ways, 2005 was a very successful year for
our workers’ compensation system. Thanks to good
investment earnings, we are in a stronger financial
position and ended the fiscal year with a contingency
reserve in excess of $1.1 billion. We’ve continued
to be successful at controlling medical costs, and
administrative changes at L&I are beginning to
improve how we manage claims and get injured
workers back to their job. As a result, we did not
have a general rate increase in 2000.

Centers of Occupational Health and
Education (COHE)

L&I launched the centers in Renton and Spokane
on the premise that injured workers would

recover more quickly if their health-care providers
understood and had access to occupational-health
best practices. A recent study by the University of
Washington showed positive outcomes. By doing the
right things for injured workers sooner, the State
Fund saved nearly $6 million in claim costs in one
year. You can view the entire study at
www.LNLwa.gov/ClaimsIns/Providers/Research/OHS/.

The COHESs have proven so successful that the
Legislature recently gave L&I additional money to
expand the Spokane center to include virtually all of
central and eastern Washington.

Assigned Claim Managers for 1,000
Employers

In 2005, we built on a program that began in
2004. The 1,000 employers who pay the highest
premiums were assigned their own claim
manager. This action has multiple advantages.

At the top of that list is that employers find it
easier to deal with a single claim manager who
understands their industry and the return-to-work
opportunities that may exist in that industry.

Help for Small Employers

Having found a way to better serve large employers,
we set out to build a new business model that
better serves small and medium-sized employers.
With input from business groups, that redesign
process is under way.

In addition, L&I has appointed a liaison to help
serve the needs of small employers. If you need
help getting an L&I issue resolved or just need
some quick information, contact Ron Langley by
e-mail at SmallBusiness@LNLwa.gov or call
360-902-4205.

Fraud Prevention and Compliance

A year ago, L&I surveyed employers, asking

them to rate our performance. One of the things
business told us was they wanted L&I to do

more to combat fraud. Combating fraud and
abuse is one of L&I's top priorities. In fiscal year
2005, we collected more than $104.9 million in
delinquent employer premiums and overpayments
to workers and providers.

We also laid the groundwork for an effective
and ongoing fraud-prevention program. We

are working closely with other state and federal
agencies to identify workers who collect benefits
while working, providers who overbill for their
services and employers who operate in the
underground economy.

To find out how you can assist us in this effort,
and for a2 more a complete look at our efforts to
combat fraud and abuse, please go to
www.Fraud.LNI.wa.gov.

L&l Online Claim and Account Center
We moved into the modern age with the opening
of the online center — www.ClaimInfo.LNI.wa.gov.
Employers already had the option of opening
accounts and paying premiums online. Now most
workers’ compensation business can be conducted
electronically, from 4 a.m. to midnight.

Despite these successes, we know there’s a lot
more work that needs to be done. In 2006, we
are continuing to make improvements in how we
serve our customers.

Sincerely, M
Gary Weeks Robert Malooly

Director Assistant Director, Insurance Services



Washington State Workers’ Compensation State Fund Financial Summary

Accident, Medical Aid and Pension Reserve funds
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