EZ Way Lunch & Learn Webinar Series
Presented by Equitable Safety Group

Loss Analytics

Building The Business Case for
Safe Patient Handling
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Welcome to the EZ Way Lunch and Learn Series. My name is Jason Bridie and I'm the
national sales manager for EZ Way, Inc. Thank you all for tuning in for today’s
presentation. Thiswebinar on “Loss Analytics’ isthe second in the series, and was also
produced by Equitable Safety Group. For amore general presentation on safe patient
handling, please view the first webinar in this series, “Making Cents: The Business Case
for Safe Patient Handling” — available for viewing on the EZ Way website.
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Director of Operations for
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(ESG), has spent 27 years

in the insurance industry
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prevention, risk

management,
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It ismy pleasure to introduce you to Don Maynes, Director of Operations for Equitable
Safety Group and one of the managing partners in the company. Don has spent most of
his career working toward program devel opment with the insurance industry, and has a
background in several forms of claims, risk management and capital investment.




Goals

» To familiarize you with our methods

» To assist you in determining the nature and
extent of worker injuries

» To provide you with tools that can be used
to assist others in your organization to
become better familiar with your findings
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The primary goals of this webinar are to familiarize you with the methods devel oped by
Equitable Safety Group for making the business case; to assist you in determining the
nature and extent of worker injuries; and to provide you with the tools needed to help you
further familiarize other members of staff safe patient handling and movement practices.




Overview

» Preventing injuries on the job is a socio-
economic process.

»>You can review that process by using the
text...

“A Fresh Approach to Workplace Safety”
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Workers compensation claims happen when people exceed their capabilities.
Attempting to quantify the nature of that risk is best done by talking with the people
directly involved to determine precisely the tasks that each does everyday, and to open
channels of communication that will lead to a safer working environment. Preventing
those injuries is a socio-economic problem because it includes both social and economic
components. For those who are interested, we can provide an article that we wrote
entitled “ A Fresh Approach to Workplace Safety” that delves into thisissue in depth.
Simply drop me a note at the email address shown at the end of this presentation, and
we'll be happy to forward a copy to you. For our purposes here today please understand
that we approach this matter both from an analytical perspective and from that involving
human interaction.




Basic Requirements

Safe patient handling typically consists of:

» Specifically designed equipment that is
needed to safely move or transfer a patient...

» The knowledge of how to safely and
effectively use the equipment that is present

w 12 ‘-£n =

, Equitable
EZ Way, Inc. qMGroup

Asisthe case with any type of programmed format, there are basic requirements of
operating safe patient handling programs; and prior to making any investment into any
safe patient handling program you should create the business case directed at its ultimate
outcome or desired result. Asyou will see, that consists of measuring known risks, and
identifying means of mitigation through specifically designed equipment, that will assist
in making the overall environment safer for your staff and patients alike.

As | mentioned on thefirst slide, al programs consist of both hardware (the equipment)
and software (the education, support and measurement functions) that are designed to
assure that the human and physical aspects become and remain integrated.



Developing Your SPHP

Safe Patient Handling Practices are developed
in four phases:

1. An investigative and discovery phase;
2. The planning and audit phase;

3. The implementation phase;
4,

Ongoing operations.
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The protocols for every hospital are different, although we have certain underwriting
criteriathat we use to accomplish our ultimate recommendations. Those
recommendations are based on information that we devel op during this investigative and
discovery phase. These efforts, in turn, lead to the creation of the original business plan
for safe patient handling. We refer to that report as more of a*“living document” because
it must be flexible to changes as they occur, and when we put it together, it is provided to
in electronic format so that it can modified as changes happen. It isthefirst step in the
planning process, with an audit of those findings to occur following itsinitia
presentation. Once the audit is complete, it is then to move towards implementing the
program itself, and then to continue to support, educate, and assist fellow employees to
remain consistent with safe patient handling practices.




Phase 1

The investigative phase is further subdivided
into two components:

» The Loss Analysis; and
» The Risk and Exposure Survey.
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Thisfirst phase of our investigative efforts involves both an anaysis of your workers
compensation history, and the Risk and Exposures Survey that takes place in your
facility. The purpose of the Loss Analysisisto give of a“picture’ of what kinds of risks
have historically caused injuries to your staff. The Risks and Exposures survey shows
what tasks are being completed, the nature of the population that you currently serve, and
takes into account the types of equipment that you currently have present to help with the
people and the tasks. Ultimately the combination of reports resultsin the general
business approach to safe patient handling, and includes recommendations for
implementation, operation and protocol support, which we will talk more about in future
presentations.




Phase 1 - The Loss Analysis

» Provides a series of summaries that defines
what work related injuries have cost your
hospital, and how much money can be saved
by operating a safe patient handling program

» This is a statistical analysis rooted in your
workers’ compensation loss run information
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As | said on the previous slide, the Loss Analysisisincluded in the total report, and
serves as the basis for the financial argumentsin favor of safe patient handling practices.
Thisreport is based on loss run information that can be supplied by your workers
compensation insurer, third party administrator, or members of your risk management
department who oversee your self insured operations. Asyou will see, the information is
then broken down into severa different forms of summary to enable you to readily
identify where theinitial focus of safe patient handling practices should be directed.




Loss Analytics
The Basis of the Financial Report

» Is found within workers’ compensation
listings or what are called “Loss Runs”

» That information is available from the
insurer, your self insured trust, or third
party administrator

» This information provides a financial
“snapshot” of what has historically been
the case at a given location
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The first step to accomplish acomprehensive Loss Analytics Report is to secure the loss
run information. A lossrunissimply alisting of al claims that have occurred within a
specified time period. We aways work with three complete years (whether fiscal or
calendar — either way), so that we can establish a baseline for use in trending out what the
future will hold; particularly if the environment remains unchanged. This baseline can
also be used to show what will happen if a safe patient handling practiceis established
and operated within your facility.

While thisinformation provides only a“snapshot” of what your expenses have been, it is
accomplished using statistical information, and is therefore useful in communicating
your findings with financial management members of your staff. Particularly intoday’s
environment, capital investment and programming expenses must be carefully quantified
to assure that prudent decisions take place.

It should be noted that the values shown on any loss run reflect the experience “ estimate”
as to what the ultimate value of the claims will be. Because claims develop over a period
of time, that too should be taken into account within your analysis or the values will end
up being understated. We'll talk more about that in afew minutes.



Claim Handling Techniques

» The first fifteen minutes
» The art of communication
» Various approaches to select

» Supervisory role and reporting mechanism
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As part of the overall “development” of claims, it’'simportant to know that claims
handling practices have an impact of the values of claims as they are identified in any
lossrun. Asan old claims person, | can tell you from first hand experience that the first
fifteen minutes following the occurrence of any claim is the most important. It isduring
that time that the direction of the claim and many of the medical decisions are made, and
that has a huge impact on where claims values go from there. Communication is, indeed,
an art form when it comes to talking through a traumatic injury that just occurred to a
staff member. There are various approaches that can be taken to any claim, but basically
the “rule of thumb” says that the least confrontational the approach the better. We
mention this here because once your safe patient handling practices are put into place,
there will still be claims of one form or another, and we have protocols that we
recommend for handling of those whether they arise from lifting a patient or falling down
aset of stairs. Our goals are to reduce any and all costs associated with the risks that are
identified in your facility.
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ESG Performance Specifications

We start with a
Loss Run review
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Because this dlide transitions in “pieces’, and because we may well have some time | ag,
I’m going to go through this alittle slowly.

We have successfully used the performance specifications as we will show them here,
and have taught them at various seminars over the past fifteen years. These techniques
are based on insurance company experience rating methods, and have proven reliable
time and time again. We'll look at that in more detail in amoment, but thisis the general
financial argument that needs to be made to effectively enable management to achieve
prudent decisions regarding the various investments needed to accomplish full
programming.

To start the analysis, we have review your hospital’s workers' compensation loss run
information for the previous three complete calendar years. From that we can determine
what the most likely case will be in the future through simple trending techniques.

We have always based our approaches on conservative forecasting, so next we factor in
what the program costs will be (as determined in the current investigative phase). That,
then, forces us to determine exactly what the minimum reduction in claims costs HAS to
be in order to maintain budget neutrality.
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Historic Experience

From the Loss Runs

» “Experience Rating” is used by all
experienced insurance underwriters and
actuaries to determine what future
trends will be

» We can determine the changes in values
of claims as the “develop” over time

» We can identify the “systemic risk” that
is in any given location
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The technical phrase that applies to the method we use is “Experience Rating”; That's
because we are smply reviewing your various claims “experiences’. As mentioned, we
must also take into account the fact that claims DEV ELOP over a period of time and
build that into the future projections. Finally, we look for the bull’s eye or driving force
behind all losses through identification of what’s known as the “ systemic nature of the
risk”. By identifying the nature of the risk and where it’s located, you can control it or at
least modify it to acceptable levels. While you may not be able to totally eliminate the
risk, through your efforts you can reduce its impact, significantly reduce the costs
associated with it, and create a much better environment for your staff and patients to
enjoy. Asarather significant aside, that revised environment |leads to greater patient
satisfactions scores, and that (in turn) leads to enhanced revenues for your hospital.
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|
The Analysis

» Summarizing claims by “group”
v By location in which the claim occurred
v By nature of the causation

» Total cost of claims over the last three
years in each department

» Total cost of claims related to patient
lift and transfers in each department

, Equitable
EZ Way, Inc. qMGroup

The first thing that we do is summarize the claims by grouping them together in such a
way that we can determine what happens the most frequently in any given area. And,
since we're building the business case for safe patient handling we need to pay special
attention to the details associated with any claim involving a patient or resident lift or
transfer.




Grouping Claims

By Claims that happened because of:

A - Lifting Patients
B - Repositioning Patients
C - Cumulative Trauma

D - Slips, Trips and Falls
E - Not Otherwise Classified
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When we summarize the information, we do so into one of the above categories. For
clarification purposes: Category A is any type of vertical lifting activity where the patient
or resident was the subject of the lift; Category B is any activity involving laterally
moving the patient or resident (such as repositioning or transferring from abed to a
gurney); Category C is used for all forms of cumulative trauma (such as carpal tunnel

and other forms of injury that develop over alonger period of time); Slips, trips, and falls
from any surface to any surface; and Claims of all other types and origins.
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Init’'sfinal form, the Equitable Safety Group report is contained in a Microsoft Word
document, an Excel file, and a PowerPoint presentation. For now, we will have a quick
look at just the Loss Analytics portion of the Excel file. This portion of the report is
designed to cover the workers' compensation |osses that have occurred in the preceding
three year time period, and we'll look at it’s components individually in the slides that
follow.
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This report is designed to
provide summaries of
each category, for
each of the past three
years. It takes
information directly
from the workers’
compensation loss
run and provides the o
statistical baseline
from which we make e
further calculations :
and (ultimately)
determine such
things as internal
rates of return and
return on investment. =
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First off, | apologize for the size of the print in thisslide. If you download the
presentation | ater, you can expand the photo above, and make it much easier to see.
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Asthetitle says, thisis asample of our historic experience report. From this report, you
can see the breakdown of claimsin each of the categories we showed a couple of slides
back. When areport isdesigned like this, it is easy to tell the nature of the claims that
you' re experiencing and where you should focus your safety initiativesin the future. In
this example, and by the graphs down below, you can tell that claims are generally
increasing, both by count and in value each year.

Also, I'll point out here, that thisiswhere you will seethefirst use of what are called
“development factors’. Because workers' compensation claims develop over a period of
time, it isimportant to calculate what the true values of those claims will be when all is
said and done. These factors are maintained and used by your insurers or consulting
actuarial firms to determine what your costs will be in the future. These statistical
factors “gross up” the incurred values shown on the loss run, because (remember) those
values are more art form than science. The development factors are an Actuary’ s way of
converting that art into science.
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Future
Trend

For this report, we
take the average

Future Trend |
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To calculate the future trend, we work with smple averages. These averages come from the Historic
Experience Summary that we looked at on the previous dide. To achieve the averages, we add together all
of the claims of like type (such as all the patient handling claims, all repositioning claims, etc.) and divide
that sum by three (because we have three years of data). We do that for both the incurred numbers and for
the developed values. We then add those averages together to look at what the expenses will be over three
yearsif you simply continue your operations the way they aretoday. We have clients who like to factor in
such things as inflation as well, because many of these claims tend to arise from medical treatments only,
and medical inflation has a tendency to be much higher than inflation effecting the rest of the economy.
Our position has always been conservative, and therefore, we don’t take that into account.

Total By Period NiA% $ 328561 $ 985682 15%|

In the lower box, we show projected savings. The percentages that are shown here were originally used by
the London Insurance Market, who (at the time) underwrote an insured “guarantee”. Again, wetake a
conservative approach to calculating the savings, because the percentages shown assume that a hospital or
long term care facility would have “skin in the game” as well as the portion of the risk taken by the
Underwriters. These numbers are easily adjusted in our reports, and we have clients who go both ways
with those percentages. Some increase the amount of savings in the upper two categories, while zeroing
out the lower three. Others apply similar percentages across the board. It really depends on the type and
nature of the safety focus being created.

There's one important point to grab out of this. The typical hospital that embraces safe patient handling as
practice, will save 70 percent of the claims costs following its implementation, when you compare that to
the pre-program era. The thing that has always amazed me is that the savings occur in ALL categories.
While | wouldn’t suggest using that number in any calculations, it isimportant to know that they impact of
such programming goes far beyond its original focus.
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The g Ide praty mUCh %ys It a” Where It %ys, “Thisrq)orta‘\msthesinehﬂdwvnsof claims, and additionally, it shows where thoseinjuries

actually occurred. This points you in the direction of where to concentrate your further investigative efforts as the program is designed.” Remember, in the next step, we will be looking into the types of risks that are
present, define methods of mitigation, and create theinitia strategic approach to take for programmed implementation.
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This dlide jumps ahead in the entire investigative process. Thisreport is not completed
until after all of your investigative questioning has been completed. It isthe result of
further analysis of therisks that are resident in your facility, and is accomplished through
application of our equipment underwriting guidelines. Thisinformation is supplied in
generic format initialy, and will need to be revised in consultation with your equipment
vendors. Here we're using the report strictly for its comparative value, because if you
look at the information on the previous slide, and compare it to this one, you would see
that the unit or department is receiving particular types of equipment needed to offset the
exposures hazards identified.




Investment

Investment Summary

Summary : Annual Values Notes

| Claims Experience for All Departments % 6,465,577 1

:Projected Annual Savings of Injury Prevention Programming % 1,030,852 2

In the end, you will :Equipment Depreciation Costs (Seven Year Straight Line) $ 193,501 3
want to have a | Cashflow Savings % 837,352 4
precise investment | capital Requirement $ 1,354,505 5
summary that | Internal Rate of Return 318.45% ]
ShOWS the returns :Return on Investment 1.31 years

available, based
upon the savings
that you defined
using loss analytics.
‘Values shown are develaped claims casts. No consideration is given to any additional staff costs, loss adjusting expense, o legal fees.
savings projectians calculated based an undenwritten method.

Straight-Line seven year method used, equipment life expectancy is ten years.

The difference between claims savings and annualized equipment costs.
nitial investment based on generic pricing (actual pricing should be less).

IR based on seven year time period.
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The Investment Summary shows the primary components of the investigative work that
you've now done. It starts with asummary of al previously paid claims costs, and the
savings you expect to generate. Next it shows the actual equipment “cost” by looking at
the amount of depreciation that will be taken into account each year. Next, it showsthe
difference between the savings and the depreciation costs. Finally it shows the amount
of capital that will be required to be invested into the program, then measures the internal
rate of return and return on investment against only those savings. Thisresultsina
conservative approach to the application of capital resources that have atruly meaningful
impact on all members of staff. And that’swhat the such programmingisreally all
about.
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Supporting the business of healthcare
workplace safety, the people who make it
work, the equipment manufacturers who
serve that need, and the patients who
experience the result.
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At Equitable Safety Group, we support the business of healthcare workplace safety, the
people who make it work, the equipment manufacturers who serve that need and the
patients who experience the result. It has been our pleasure to provide this information to
you, and remain available whenever questions or further needs for our service arise.
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Contacts
...to learn more how ESG
and EZ Way can help you
implement your program

Don Maynes (ESG) donmaynes@msn.com
www.equitablesafety.com (515) 262-5187

Mary Landhuis (EZ Way) mlandhuis@ezlifts.com
www.ezlifts.com (800) 627-8940
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Thank you for attending today.
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