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DEPARTMENT OF ADMINISTRATION

WORKERS’ COMPENSATION PROGRAM OVERVIEW
Statutory Benefits Explanation and Notification Policy Manual
INTRODUCTION

In July 1983, by legislative mandate, the State of Arizona became self-insured for workers’ compensation.  On January 1, 1994, the Workers’ Compensation Unit of Risk Management became responsible for claim administration including medical benefits, compensation, rehabilitation, subrogation, and litigation management. 

Workers’ compensation provides benefits for work-related injuries or occupational illnesses arising out of and in the course and scope of employment, in accordance with A.R.S. 23-101 through 23-1091 and the Industrial Commission’s Workers’ Compensation Practice and Procedures.

The Arizona Department of Administration, through Risk Management has statutory responsibility to manage the self-insurance of the Workers’ Compensation Program pursuant to A.R.S. 41-621 ET.SEQ.

The Workers’ Compensation Unit ‘Unit’ is headed by the claims manager, who reports to the State of Arizona risk manager. The management includes an administrative assistant II, two claims supervisors, who respectively oversee the tasks performed by claims specialists, adjusters, clerks and a trainee. 
It is the responsibility of the Workers’ Compensation Unit to implement cost-effective measures and enhance communication with employees and agency personnel without jeopardizing benefits as provided by law.  The need for excess insurance is reviewed annually.

The Arizona Workers’ Compensation Law is administered by the Industrial Commission of Arizona (ICA).  Workers’ Compensation is a “no-fault” system in which the injured worker receives medical care and compensation benefits without consideration as to fault.
Under Arizona Workers’ Compensation Law, a claim must be filed by the injured worker or his legal representative within one year of becoming aware of a work-related condition.  In some situations, exceptions to this requirement are considered by the ICA. 
When the injured worker seeks medical care for a work-related condition, they should notify the medical provider that the claim should be filed with State of Arizona – Risk Management – Workers’ Compensation ‘Workers’ Compensation’. The injured worker and the medical provider should each complete their respective section of the form titled the “Worker’ and Physician’s Report of Injury” (generally, the form is pink).  The provider’s office will send the original of the form to the ICA, a copy to the employer and a copy to the State of Arizona – Risk Management.  Once the ICA receives the properly completed form, the ICA will notify Risk Management that the injured worker has properly filed a workers’ compensation claim.  

After Risk Management has been notified by the ICA that the claim has been properly filed, Risk Management has 21 days to accept or deny the claim for benefits.    If the claim is denied, the injured worker may request a hearing by sending a letter or by filing a Request for Hearing form with the ICA.  The form may be located on the ICA website:  www.ica.state.az.us.

The following information is a general overview of the notices an injured worker may receive concerning their potential eligibility or ineligibility for compensable benefits or a change in their benefits.  This information is not to be considered an exhaustive list of statutory requirements or explanation of the injured worker’s rights and responsibilities.
The information in this overview is subject to periodic review and changes

Medical Only Claims – Accepting or Denying a Claim 
Within 21 days of notification from the ICA that a claim has been properly filed for workers’ compensation benefits, the adjuster should issue a Notice of Claim Status notifying interested parties of the decision to accept or deny the claim. 
Temporary Disability - Accepting or Denying a Claim

Within 21 days of notification from the ICA that a claim has been properly filed for workers’ compensation benefits, the first payment of compensable temporary total disability compensation shall be processed.  This includes issuing the initial Notice of Claim Status and Wage Calculation (108). If wage information is not available, a temporary wage will be set.  Actual wage must be established within 30 days of the initial Wage Calculation (108).

Subsequent payments will be made every 14 calendar days during the period of temporary total disability, upon confirmation of the ongoing disability from the attending physician.  A phone call should be made to the injured worker to also confirm continued time loss.  

If the injured work lost less than 14 calendar days, the first 7 days are not compensated.  These uncompensated 7 days shall be paid, if the injured worker subsequently loses additional time from work totaling 14 day and the first 7 days were consecutive calendar days. 

Exposure To Blood-borne Pathogens, Including Exposure to Any Other Disease 
In most cases, an exposure to an infectious disease is not a compensable claim under the workers’ compensation act. Therefore, the costs for testing associated with an exposure to a blood-borne pathogen (BBP) or any other infectious disease are to be paid by the state agency for which the employee works (R20-5-164(J))
If the ICA has notified Risk Management of the claim, the claim will be denied if no injury was sustained as a result of the exposure.  A Denial for Exposure will be sent to the employee explaining the reason for denial and advising the bills will be forwarded to the agency for payment.  
If an injury occurred at the time of the exposure, the claim should be accepted by Notice of Claim Status but limiting liability to treatment for the injury.  Bills for treatment of the injury only will be paid by Risk Management. The remaining charges for the exposure will be forwarded to the agency.

Exception: Pursuant to A.R.S. Section 23-1043.04, exceptions to the exposure rule include firefighters, law enforcement officers, corrections officers, probation officers, emergency medical technicians and paramedics who are not employed by a healthcare institution and are significantly exposed to one of the following: Methicillin-Resistant Staphlococcus Aureus (MRSA), Spinal Meningitis, or Turberculosis (TB).

If a claim is received and the investigation reveals the exposure fits the above criteria, the adjuster shall issue a notice of claim status checking number eleven with the following language:

“Accepted for post-exposure evaluation and follow-up evaluation including prophylactic treatment.  This does not constitute acceptance of a claim for a condition, infection, disease or disability involving or related to the significant exposure.”  See A.R.S. Section 23-1043.04.
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Temporary Partial Disability Compensation

As the injured worker’s medical condition improves, a physician may declare them able to perform gainful employment.  

To reflect the change in work status, the adjuster must issue a Notice of Claim Status and check box number 5, noting the effective date of the change in benefit status.  The adjuster should also mail the Modified Duty letter (See Appendix Section 17.A) to the injured worker that explains how often and how temporary partial disability benefits are paid.  The Employee Status Report of Income form, (413/green form), citing the reporting period, is also mailed to the injured worker at this time.  
The compensation benefit is no longer automatically processed every 14 days, but is processed when the Employee Status Report of Income (413/green form) is completed by the injured worker and received by the adjuster.  
If the injured worker reports zero earnings and has made a sincere conscientious effort to secure employment within the work restrictions and benefits have not been suspended or terminated, the value of the TPD benefit is generally the same as the Total Temporary Disability (TTD), less the daily dependent benefit of $0.82. 
Scheduled Awards

A scheduled award is a benefit limited to a percentage of the Average Monthly Wage paid on a monthly basis as outlined in A.R.S. Section 23-1044.  
Upon receipt of a discharge report indicating a permanent impairment to an extremity, the adjuster must determine whether the injured worker is entitled to a scheduled award.  Each disability must be evaluated in accordance with statutes and case law to determine whether the impairment is scheduled or unscheduled.
If the impairment is scheduled, the adjuster will issue a Notice of Claim Status terminating active medical and temporary disability benefits and indicating injury resulted in permanent disability (#8).  The adjuster also issues a Notice of Permanent Disability or Death Benefits (ICA form 106).

On the 106, the adjuster must state the affected body part and its statutory value (number of months), percent of impairment, the percent of Average Monthly Wage payable (50, 55, or 75%) depending upon injury and work restrictions.  The calculation of benefits must be shown on the form.  Medical documentation supporting the permanent impairment must be attached.
Unscheduled Awards
Loss of Earning Capacity (LEC) is a lifetime benefit calculated at 55% of the difference between the Average Monthly Wage at the time of injury and the earning capacity of the injured worker at the time of discharge rolled back to the date of injury.  If the injured worker has no residual earning capacity, the LEC benefit is calculated at 66⅔ percent of the AMW.

Upon receipt of a discharge report indicating an unscheduled disability, the adjuster shall issue a Notice of Claim Status terminating active medical and temporary disability benefits and indicating injury resulted in permanent disability (#8).  The adjuster also issues a Notice of Permanent Disability and Request for Determination of Benefits (ICA form 107).  In addition to the discharge report, the adjuster shall attach a position paper (see Appendix Section 17.A). The LEC recommendation to ICA is based largely upon the demonstrated earnings or the expert opinion of a labor market consultant.  The ICA makes their determination as a Findings and Award.  The ICA’s award must be immediately paid even if Risk Management intends to protest the findings.

LEC is payable monthly until death or further award of the ICA.  If apportionment is granted by the ICA Special Fund, the adjuster shall send an annual reimbursement request to the ICA in accordance with statutory requirement.  
Workers’ Annual Report of Income & Notice of Intent to Suspend A.R.S. Section 23-1047(D)
Annually, a Workers’ Annual Report of Income, (ICA form 110-A), is sent to every injured worker receiving LEC benefits.  The form is to be completed by the injured worker and returned with a comprehensive accounting of prior year earnings.  

If the injured worker fails to return the completed form within thirty days, the adjuster shall notify the injured worker by issuing a Notice of Intent to Suspend (ICA form 110-B).  If the injured worker fails to respond to this Notice within 30 days, the adjuster should suspend LEC payments by issuing a Notice of Suspension of Benefits (ICA form 105).  The benefits remain suspended until the injured worker reports their annual income. 
The adjuster may reinstate benefits from either the received date of the required form or date of suspension.
Rearrangement of LEC Awards

If the adjuster determines the earning capacity of the injured worker has increased the adjuster will submit a Petition for Rearrangement to the ICA and await the ICA Findings and Award.  The existing LEC benefits must continue until the ICA issues a new award.
Fatalities

Upon notification to Risk Management of a fatality, Risk Management must notify the Industrial Commission of the death within twenty-four hours.  
Within 21 days of notification from the ICA that a claim has been properly filed for workers’ compensation benefits, a Notice of Claim Status shall be issued, accepting the claim and setting the wage.  Form 108 must be attached showing the basis for wage calculation.  

A Notice of Permanent Disability or Death Benefits (ICA form 106) is issued setting out the benefits to which the dependents are entitled.  The notice should include the applicable statute (A.R.S. Section 23-1046), type of disability (fatality), and a breakdown of benefits.  

The breakdown should include the burial allowance and the amount of monthly benefits and duration of benefits for all minors. The breakdown should also cite burial allowance for any survivors who may die prior to expiration of dependent benefits, and the effect of remarriage on spousal benefits (a one-time lump sum payment of 24 months).
On at least a bi-annual basis, the adjuster will send the surviving spouse an Affidavit for Continuing Entitlement to Dependent’s Benefits to confirm the continuing entitlement to death benefits. 
Notice of Supportive Medical Maintenance Benefits

When an injured worker’s condition becomes medically stationary and supportive care is recommended by the physician, the adjuster may issue a Notice of Supportive Medical Maintenance Benefits (ICA form 103).  .   

Supportive care for claims with a date of injury prior to August 8, 1973 should be referred to the Industrial Commission Special Fund. 

Independent Medical Exams (IME) 
Depending on the nature of the incident and the diagnosis, an expert medical opinion may be necessary to determine compensability and/or the extent of the State’s liability.  IME’s are initiated and carried out by the adjuster for various reasons which might include; a second opinion on a proposed treatment plan, question of causation or the extent of injury.

The adjuster may arrange for the medical exam, however, Risk Management maintains contracts with vendors who schedule and coordinate IMEs.  
Protective Orders

The injured worker may file a motion for a protective order with the presiding Administrative Law Judge.  This must be filed no later than three days after receipt of the appointment notice.

IME Follow-Up

If the injured worker fails to attend the scheduled IME, the adjuster should first research to establish reasonableness of the no-show.  If the failure to attend was unreasonable, the adjuster may suspend benefits but must promptly reschedule the IME.  The charges for the missed appointment should be deducted from the injured worker’s future entitlement to disability benefits.  
Upon receipt of the IME report, the adjuster should forward a copy to the injured worker or authorized representative. Plan of Action

Nurse Case Management/ Vocational Rehabilitation

Risk Management contracts with nurse case managers and vocational rehabilitation specialists.  Cases are assigned for nurse case management and/or vocational rehabilitation services upon the request of the adjuster.
Independent Adjuster Assignments

If the assistance of a staff investigator or an independent adjuster is required to secure additional information or to assist in the adjusting of the claim, the claim is to be assigned a contracted vendor. 

Statutes, Laws, Rules and Case Law
A copy of the current Workers Compensation Laws, published by the Industrial Commission of AZ can be accessed through the ICA website:  www.ica.state.az.us
Forgiving a Debt


Article Nine, Section Seven of the Arizona Constitution, prohibits the State from giving gifts.  In cases where compensation has been overpaid, the State is prevented from forgiving the debt.  The overpayment must be collected or applied as a future credit.

Where subrogation applies, however, the State is legally able to waive the workers’ compensation lien.

Extended Coverage for Law Enforcement

Pursuant to A.R.S. Section 23-1021.01, a peace officer or fire fighter injured on the way to work is covered under workers’ compensation.

Directing Medical Care

Unlike most self-insured employers, the State of Arizona along with every other political subdivision is prohibited from directing the medical care of injured employees pursuant to A.R.S. Section 23-1070(A).
Reserves

Purpose of Reserving
Risk Management operates on a revolving fund which is replenished on a yearly basis by the legislature.  Each State agency, board and commission is assigned an allocation by Risk Management based primarily on the claims history and in part on the reserves on open files.  The more accurately the individual claim files are reserved, the more accurately Risk Management is able to determine the funding needs for future years and fairly allocate the funding requests to the agencies, boards and commissions.
Litigation Management

Workers’ Compensation defense is managed by two workers’ compensation attorneys (AAG) in the Employment Law Section of the Office of the Attorney General (AG).  

Medical Bill 
The ICA, by statute, is responsible for establishing a schedule of fees to be charged by physicians and physical therapists attending injured employees.  Please refer to the Arizona Physicians’ Fee Schedule at www.ica.state.az.us for the statutes, rules and procedures related to treating workers’ compensation claims and billing requirements.

For processing of medical bills properly filed with Risk Management, bills are reviewed by the contracted vendor.  
The bill review vendor will manage any disputes or discrepancies with providers.  They also work directly with Risk Management’s accounting staff to ensure bills are processed timely and correctly.

Unpaid Bill Hotline

Calls regarding unpaid bills are transferred to the unpaid bill hotline, 602 -364-2370.  
Petition to Reopen

An injured worker may file a Petition to Reopen (PTR) on a claim closed to active medical benefits with the ICA. Within 21 days of notification from the ICA that a Petition to Reopen has been properly filed the adjuster must issue a Notice of Claim Status within 21 days of the notification either accepting or denying the PTR.

Subrogation

Under Arizona law, a person may file a claim for personal bodily injury within two years from the time of the accident or loss.  Under the provisions for subrogation, the State must present a notice of intent to subrogate and seek recovery within the two years after the accident or loss.  The State is exempt from this statute under A.R.S. Section 12-510 which reads: “Except as provided in Section 12-529, the state shall not be barred by the limitations of actions prescribed in this chapter.”  Therefore, State Risk Management is not subject to the same statute of limitations as others in a general liability case.
In liability claims where there is a workers’ compensation lien, the injured worker’s statute of limitations is one year.   After the first year, the cause of action belongs to the State.   
The State’s cause of action can be reassigned to the injured worker upon request.  The subrogation adjuster must evaluate the circumstances to decide if reassignment is in the best interest of the State.  When reassigning the cause of action, the subrogation adjuster completes and signs the Agreement and Assignment form and sends it to the injured worker or their attorney for signature.  Both parties retain a copy.  The Agreement and Assignment form has advisement of certain statutory procedures which must be followed.  
When workers’ compensation benefits have been terminated and the outstanding bills have been paid, the subrogation adjuster will send a demand to the third party or their insurance carrier, citing the amount of the lien.  It may be necessary to submit proof of the lien by sending copies of the medical bills and/or a computer-generated accounting of the payments.  

Future Credit

After reimbursement to Risk Management of the workers’ compensation lien and reasonable payment of attorney fees and costs, the balance represents the future credit.  Risk Management applies the credit against all future medical and indemnity benefits that would otherwise be payable.  The injured worker would have to exhaust the future credit before Risk Management is obligated to resume paying compensation and medical benefits.
Recovery of Payments

Once the third party agrees to the lien reimbursement, they are instructed to issue one check made payable to the State of Arizona, Risk Management.  

Department of Revenue

Risk Management will transmit a list of debtors to the Department of Revenue twice each year.  If a debtor files a State Income Tax claim, and it is indicated that an income tax refund is owed, the Department of Revenue will intercept the refund and forward the funds to Risk Management.

Office of the Attorney General

In the event Risk Management is independently unable to collect a debt a referral to the Office of the Attorney General for legal collection assistance is made.  

Inmate Recoveries

Employees of Department of Corrections that are intentionally injured by an inmate are entitled to medical and compensation benefits as provided by law.  DOC officials will conduct an internal investigation and determine what inmate or inmates are responsible for the injury of the State employee or employees.  Once the investigation is complete, Risk Management will make a referral to DOC with all the supporting documentation and cite the amount of the medical expenses and/or compensation benefits.  In the event the named inmate(s) earn wages while incarcerated, or if funds are deposited to the inmate(s) account, DOC will withhold a percentage of the funds and forward payment to Risk Management. 

Miscellaneous
Third Party Administration
From time to time, claims are filed that cause a conflict of interest for Risk Management adjusters to administer.  The TPA must advise the Industrial Commission that they are acting as the administrator of that specific claim.  As well, all medical providers are to send bills, reports and all other correspondence directly to the TPA.  All decision making is done by the TPA.  
Volunteer Coverage

A.R.S. Section 23-901.06 grants the state the authority to cover some volunteers.  Workers’ Compensation coverage for volunteers for various agencies is outlined in the subsections of A.R.S. Section 23-901.  To determine compensability, the adjuster must review these subsections and obtain written documentation of the volunteer status from the agency.  
Travel & Living Expenses 
Arizona law provides for reimbursement of travel and living expenses when the injured worker is directed to report for medical examination or treatment in a locality other than the injured worker’s place of residence or employment. These expenses are paid in accordance with current rates applicable to state employees.
International Claims

When an employee is injured outside of the United States,   there is supplemental Voluntary Workers Compensation Insurance coverage provided through a separate International Insurance and Travel Assistance Policy. Your agency human resources office or your agency risk manager will discuss this coverage with you in detail if  you are scheduled to travel outside the United States at the direction of your employer.[image: image2.png]
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