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Statewide Vision, Mission, and Philosophy 
 
March 2006 
 
Fellow Public Servants: 
 
The old adage remains true: If you fail to plan, you plan to fail. We must plan for prosperity.  
Strategic planning is critical to ensuring a future of opportunity and prosperity. We must always be 
willing to critically reexamine the role of Texas State Government and the efficiency of its 
operations. This document specifies our mission and priorities, reflects my philosophy of limited 
government and my belief in personal responsibility, and it is to be used as your agencies prepare 
their Strategic Plans. While the role of government must remain limited, governmental endeavors 
must be done with maximum efficiency and fairness. Our endeavors must always have an eye first 
for the needs of our clients – the people of Texas. 
 
Throughout the strategic planning process and the next legislative session, policymakers will 
endeavor to address our state’s priorities and agencies will be asked to provide great detail about 
their operations. I encourage you to provide not only open and complete information but also 
your innovative ideas about how better to deliver government services. 
 
Working together, I know we can accomplish our mission and address the priorities of the people of 
Texas. My administration is dedicated to creating greater opportunity and prosperity for our citizens, 
and to accomplish that mission, I am focused on the following critical priorities: 
 

Assuring open access to an educational system that not only guarantees the basic core 
knowledge necessary for productive citizens but also emphasizes excellence and 
accountability in all academic and intellectual undertakings; 

 
Creating and retaining job opportunities and building a stronger economy that will lead to 
more prosperity for our people and a stable source of funding for core priorities; 
 
Protecting and preserving the health, safety, and well-being of our citizens by ensuring 
healthcare is accessible and affordable and by safeguarding our neighborhoods and 
communities from those who intend us harm; and 
 
Providing disciplined, principled government that invests public funds wisely and efficiently. 
 

I appreciate your commitment to excellence in public service. 
 
RICK PERRY 
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The Mission of Texas State Government 
 

Texas State Government must be limited, efficient, and completely accountable. It should 
foster opportunity, economic prosperity, focus on critical priorities and support the 
creation of strong family environments for our children. The stewards of the public trust 
must be men and women who administer state government in a fair, just, and responsible 
manner. To honor the public trust, state officials must seek new and innovative ways to 
meet state government priorities in a fiscally responsible manner. 

 
Aim High...We are not here to achieve inconsequential things! 

 
 

The Philosophy of Texas State Government 
 
The task before all state public servants is to govern in a manner worthy of this great 
state. We are a great enterprise, and as an enterprise we will promote the following core 
principles. 
 
$ First and foremost, Texas matters most. This is the overarching, guiding principle 

by which we will make decisions. Our state, and its future, is more important than 
party, politics or individual recognition. 

 
$ Government should be limited in size and mission, but it must be highly effective 

in performing the tasks it undertakes. 
 

$ Decisions affecting individual Texans, in most instances, are best made by those 
individuals, their families, and the local governments closest to their 
communities. 
 

$ Competition is the greatest incentive for achievement and excellence. It inspires 
ingenuity and requires individuals to set their sights high. And just as competition 
inspires excellence, a sense of personal responsibility drives individual citizens to 
do more for their future, and the future of those they love. 
 

$ Public administration must be open and honest, pursuing the high road rather than 
the expedient course. We must be accountable to taxpayers for our actions. 
 

$ State government has a responsibility to safeguard taxpayer dollars by eliminating 
waste and abuse, and providing efficient and honest government. 

 
Finally, state government should be humble, recognizing that all its power and authority 
is granted to it by the people of Texas, and those who make decisions wielding the power 
of the state should exercise their authority cautiously and fairly. 
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Statewide Goals and Benchmarks 
 
 
The priority goal of general state government is: 
 

To provide citizens with greater access to government services while 
reducing service delivery costs and protecting the fiscal resources for current 
and future taxpayers by supporting effective, efficient, and accountable state 
government operations 
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Mission Statement 
 
 
The State Office of Risk Management will provide active leadership to enable State of Texas 
agencies to protect their employees, the general public, and the state’s physical and financial assets 
by reducing and controlling risk in the most efficient and cost-effective manner.   
 
 

 

 Statement of Philosophy 
 
 
The State Office of Risk Management will act in accordance with the highest standards of ethics, 
fairness, accountability, and humanity for both our customers and our employees.  Customer service 
is a cornerstone of our mission. 
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External/Internal Assessment 
 
I.  Overview of Agency Scope and Functions 
 
The State Office of Risk Management (Office) is charged by Texas Labor Code §412.011 to 
administer state risks and insurance services obtained by state agencies, including the government 
employees workers' compensation insurance program and the state risk management programs.   
 
The Office’s statutory objectives and key functions are to: 
 

• administer the workers' compensation insurance program for state employees established 
under Chapter 501;   

• operate as a full-service risk manager and insurance manager for state agencies;  
• maintain and review records of property, casualty, or liability insurance coverage purchased 

by or for state agencies;  
• administer the program for the purchase of surety bonds for state officers and employees;  
• administer guidelines adopted by the board for a comprehensive risk management program 

applicable to all state agencies to reduce property and liability losses, including workers' 
compensation losses;  

• review, verify, monitor, and approve risk management programs adopted by state agencies;  
• assist state agencies that have not implemented an effective risk management program to 

implement a comprehensive program that meets the guidelines established by the board; and  
• provide risk management services for employees of community supervision and corrections 

departments established under Chapter 76, Government Code, as if the employees were 
employees of a state agency. 

 
The Office directs its efforts toward implementing risk-based approaches for identifying 
exposures and emphasizing mitigating strategies intended to reduce financial and performance 
losses at client agencies.  This effort, we believe, can be a critical component in support of the 
Governor’s Pathway to Progress goals and objectives.  Further opportunities may exist in the 
future to implement more broad-based Enterprise Risk Management (ERM) approaches into 
state government operations that increase efficiency and save tax dollars through identification 
and mitigation of risks and promote identification and exploration of business opportunities. This 
approach has been widely adopted in business and government and could complement the state’s 
efforts to meet the Governor’s goals.  
 
The Office’s operations are governed by the Texas Labor Code, Chapters 412 and 501.  The 
Office is governed by a five-member board appointed by the Governor.  Members of the Board 
serve staggered terms.  The Board is responsible for: 

 
• Overseeing the agency and the appointing an Executive Director; 
• Approving risk management guidelines for distribution to state agencies; 
• Approving rules necessary for the implementation of the risk management and workers’ 
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compensation programs; and 
• Reporting to the Legislature on methods to reduce exposure to loss for state agencies; the 

operation, financing, and handling of risks by state agencies; and the handling of claims 
brought against the state. 

 
RISK MANAGEMENT ASSESSMENT 
 
By law, the Executive Director of the Office serves as the State Risk Manager.  The Office 
provides services to 145 state agencies and 120 Community Supervision and Corrections 
Departments (CSCDs).1  The Office’s programs include approximately 173,000 individual state 
employees, more than $11 billion dollars in capital investments in real property, and 
approximately $2.6 billion in fixed assets at historical costs.  The Office provides field safety 
inspections, training, an interactive Risk Management Information System (RMIS) and 
assistance to client agencies in mitigating risks identified in the Risk Evaluation and Planning 
System (REPS).   
 
The Office’s responsibilities include: 
 

• Providing feedback to state agencies in identifying, evaluating, and reducing potential 
liability exposure and liability losses, including workers’ compensation losses; 

$ Reviewing, verifying, monitoring, and approving risk management programs adopted by 
state agencies;  

• Providing risk management training for state agencies; and 
• Collecting and reporting risk and loss information to lawmakers decision makers and 

executives. 
 

The Office publishes risk management guidelines, conducts safety reviews, devises protocols 
and responses at the request of state agencies or in response to external threats or risks, and 
provides risk management analyses, consultations, and insurance services to state agencies.  
State agencies are required to submit annual reports to the Office on claims and loss information, 
existing and potential exposure to loss, estimates by category of risk of losses incurred but not 
reported, and any additional information deemed necessary by the Executive Director.   The data 
submitted by agencies is collected and maintained electronically to facilitate identification of 
relevant trends and produce reports.  State agencies intending to purchase property, casualty, or 
liability insurance coverage other than through the services provided by the Office must report 
the purchase to the Office within 30 days of the purchase. 
 
The external factors that are likely to impact risk management efforts are: 
 

• Changes to state government can alter the different types and levels of risk 

                                                 
1
   The University of Texas and Texas A&M University Systems and the Texas Department of Transportation are 

legislatively excluded from the services.  The Employees Retirement System (ERS) and Teacher Retirement System (TRS) may 
voluntarily elect not to participate in the Office’s services pursuant to special statutory exceptions. 
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experienced by the state; 
• Inadequate business continuity planning and testing by client state agencies could 

result in failure to achieve an agency’s core mission;  
• Inadequate training and/or support for risk managers at client agencies;  
• The lack of confidentiality for reporting risk management and business continuity 

information may cause client agencies to not report critical exposures and loss 
information; 

• The Injury Frequency Rate at client agencies displayed an uptick in FY 2005.   
 

The Injury Frequency Rate (IFR) for covered state agencies declined steadily through FY 2004 
before experiencing a small uptick in FY 2005.  It is unclear whether the slight increase is 
evidence of an emerging trend or is a function of normal fluctuation in loss experience.   
Generally, IFR is a good indicator of the success of client agency’s risk mitigation efforts in the 
health and safety category.  Higher IFRs have a loose correlation to increased claims cost, 
although costs is FY 2005 were significantly less than prior years, indicating the injuries that do 
occur may be less severe, that treatment and services have been more closely monitored for 
reasonableness, and/or that better return to work outcomes are being achieved.  
 
  Injury Frequency Rates 

FY00 FY01 FY02 FY03 FY04 FY05 

4.78 4.7 4.75 4.12 4.00 4.21 

 
The internal factors that are likely to impact risk management efforts are: 
 

• Inability to maintain current staffing levels with appropriate risk management skills 
and expertise could threaten achievement of goals; 

• Ability of current staff to maintain increasingly detailed client agency information as 
required in the Risk Evaluation and Planning System;  

• Adequacy of financial resources to allow staff to travel to client agency locations in 
order to conduct Risk Management Program Reviews and Onsite Consultations; and 

• Extent to which the Office is asked by agencies to support the development of ERM 
programs and concepts, as opposed to its historical focus on client agency health and 
safety issues. 

 
The Risk Assessment and Loss Prevention Division’s performance measures are 32 Risk 
Management Program Reviews and 250 Onsite Consultations each fiscal year.  A reduction in 
allocated FTEs would reduce capacity to perform the minimum number of Risk Management 
Program Reviews and Onsite Consultations and negatively impact the maintenance of current 
service levels.  
 
With the implementation of the Risk Evaluation and Planning System, the Office’s Risk 
Management Specialists are required to monitor submission of client agency exposures, 
frequency and severity analysis as well as mitigating strategies.  Additionally, each specialist 
must perform and track detailed analysis in these areas for each of their client agencies.  
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Although this approach yields significantly more information on client agency risks and 
mitigation efforts, it does require significantly more time to collect, monitor and timely act upon 
this data.  Failure to identify and mitigate risks on a timely basis could lead to increased financial 
or performance losses to the state. 
 
Assisting client agencies with risk management efforts usually requires that the Office’s Risk 
Management Specialist make onsite visits to each facility.  Additionally, the Risk Evaluation and 
Planning System requires that each Risk Management Specialist confirm the efforts of each 
client agency in mitigating risks.  Travel budget reductions may negatively impact capacity for 
conducting onsite visits to client agencies and will increase the difficulty of assisting client 
agencies and monitoring the effectiveness of their risk management programs, and may result in 
increased financial and/or performance losses to the state.  
 
The Office’s risk management efforts have historically been weighted towards health and safety 
risks at client agencies.  In the recent past client agencies have been requesting assistance in 
managing a broader range of risks more fully addressed by the ERM concept.  Since September 
11, 2001, Business Continuity Planning (BCP) has been a priority for many client agencies who 
need assistance with plan development and maintenance. Other areas that are seeing elevated 
importance include fraud detection and prevention, frequency and severity analysis, workplace 
violence, state property loss analysis, return to work, risk transfer analysis and risk management 
program expenditure to result analysis.   The Office has been responding to agency requests for 
assistance within its available resources.  However, if risk category expansion continues into 
financial and contractual operations or additional agencies continue to seek the Office’s 
consultation on broad ERM-based programs, other external programs or additional staff for 
internal programs with appropriate backgrounds may be necessary in order to provide adequate 
service from both quantitative and qualitative perspectives.  
 
The Office’s risk management strategy currently has 34.5 FTEs and $1.9 million in total funding. 
The division currently has one vacant position included in this total which, subject to available 
funding, will be filled with a Risk Management Specialist to assist client agencies in developing 
risk management plans and to monitor effectiveness of client agency programs.  This level of 
staffing and funding is sufficient for provision of health and safety risk management services at 
historical service levels for covered client agencies, with some temporary resource reallocation 
as required.  Providing more detailed risk analysis as identified in the Risk Evaluation and 
Planning System or provision of expanded services for other categories of risk present at client 
agencies would require additional risk management personnel in order to service this increased 
workload.  Adding additional client agencies would also require increased risk management 
staffing in order to maintain service level quality for all agencies. 

 
The Office sponsors five lines of insurance coverage at this time, including: Directors’ & 
Officers’ with Employment Practices Liability, Special Event General Liability, Automobile 
Insurance, Volunteer Insurance, and Property Insurance. By law the Office also administers 
issuance of Surety Bonds and Notary Public Bonds. The Office serves as a full service insurance 
manager for state agencies as a part of its statutory risk management function.   In that role the 
Office is charged with: 
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• Consulting with state agencies regarding their insurance needs; 
• Approving and purchasing insurance on behalf of state agencies; 
• Disapproving and prohibiting purchase of insurance that does not serve a public interest; 
• Approving the purchase of surety bonds for state agencies, as warranted, including the 

scope and amount of the bond; and, 
• Collecting data from insurers regarding insurance purchases by state agencies. 

 
Line of Insurance Coverage # Participating Agencies $ Premiums
Directors and Officers 22 $1,361,149
Automobile 19 $584,140
Volunteer 9 $52,160
Property 4 $2,332,760
Special Events Varies as Needed $0
 
The external factors that are likely to impact the insurance program are: 
 

• A very active tropical storm season last year has made it difficult for agencies to find 
adequate coverage for named windstorms and a significant amount of state property has 
no coverage or insufficient coverage to replace the asset; 

• Agency losses could have indemnified through transfer of risk; 
• State reserves that could be used in the event of significant losses. 

 
As the Office expands collection of data on client agency non-workers’ compensation losses, it 
becomes feasible to analyze losses from multiple sources.  The Office now has the capability to 
determine if such losses were insured and calculate the net loss to the state, including the costs of 
insurance premiums.  This information will assist the state in determining the costs/benefit of 
providing additional levels of coverage for client agencies, along with the desirability of 
implementing new lines of coverage based upon statewide losses. 
 
A major factor in determining the type and magnitude of risk management efforts for an 
organization is its risk aversion.  Risk aversion is largely attitudinal in nature, but also depends 
upon the financial position of the entity.  Generally, the greater the reserves available to pay 
unforeseen losses, the less aversion to risk.  This same concept applies to the state.  Although the 
state does not have specific reserves set aside to pay unforeseen losses, other reserves could be 
made available to pay such losses including issuing bonds or debt instruments, using 
unappropriated revenues, unexpended budget balances, or other resources.  If the state’s ability 
to fund unforeseen losses decreases, transfer of risk through purchase of insurance will increase 
in consideration as a risk transfer mechanism.   
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The internal factors that are likely to impact the insurance program are: 

 
• Ability to maintain current staffing level and current level of operational expertise; 
• Increasing use of technology to track client agency insurance coverage, losses and 

exposures. 
 

The insurance program recently implemented an insurance database to track detail on types of 
insurance purchases; amounts of insurance purchased; premiums paid; levels and types of 
coverage; deductibles, periods of coverage, renewal dates, exclusions, insurers, and other data.  
This expanded use of automation has improved efficiency and avoided the costs of additional 
staff at this time.  However, if or as the program expands, it may become necessary to hire 
additional staff to provide the same levels of consulting and customer service due to increased 
workloads.  
 
The current level of staffing and funding will support the agency’s efforts to maintain existing 
risk management efforts and address the expected need for insurance services.  Future increases 
in lines of insurance offered or levels of consultative assistance requested by client agencies may 
require additional personnel due to the increased workload. 
 
 CLAIMS OPERATIONS ASSESSMENT 
 
The Office administers the State Employees’ Workers’ Compensation Program for most all 
agencies.2  The Office also administers workers’ compensation claims for employees of 
Community Supervision and Corrections Departments.  The Office’s workers’ compensation 
claims program is responsible for: 
 

• Operating a self-insured workers’ compensation program for the State of Texas pursuant 
to the Texas Labor Code and Division of Workers’ Compensation (DWC) regulations; 

• Receiving and investigating reports of injury filed on behalf of state employees; 
• Determining whether a claim is compensable; 
• Paying income and medical benefits as due; 
• Reviewing medical bills to determine reasonableness, necessity, and compliance with 

DWC fee guidelines; 
• Appearing as an adversary before DWC and the courts and presenting the legal defenses 

and positions of the state workers’ compensation program; 
• Developing and/or procuring and adopting a workers’ compensation healthcare network, 

if appropriate;  
• Preparing reports for the Legislature on workers’ compensation claims information; and 
• Providing workers’ compensation training for state agencies. 

                                                 
2
    The University of Texas and Texas A&M University Systems and the Texas Department of Transportation administer 

their own workers= compensation programs.   The Employees Retirement System (ERS) and Teacher Retirement System (TRS) 
may voluntarily elect not to participate in the Office’s services pursuant to special statutory exceptions. 
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The number of state agencies participating in the state’s workers’ compensation program has 
been relatively stable at 145 entities, but may decrease in the event of additional agency 
consolidations. The number of current covered FTEs has increased from 147,847 in FY 1992 to 
173,000 in FY 2005.  State employees are geographically distributed throughout the state with 
concentrations in the major metropolitan areas. 
 
Existing resources for the claims management strategy are 89.5 FTEs and $6.1 million per year.  
This level of staffing and funding does create challenges in the agency’s efforts to maintain 
adequate oversight of the workers’ compensation program.   
 
In 2005 there were 7,230 new claims for workers’ compensation benefits filed against the state.  
For that same year, including both new and prior claims, benefits were paid on 12,030 claims.  
The Office received 179,181 medical bills totaling $109.3 million.  After cost-containment 
review and analysis through use of in-house and contracted vendors, the Office paid $32 million 
in medical claims and $21.9 million in direct (indemnity) benefits to injured state workers. 
 
The external factors that are likely to impact the workers’ compensation program are: 
 

• House Bill 7 (HB7), a major rewrite of the Texas workers’ compensation law, will affect 
virtually every aspect of the Office’s daily operations, staffing and budgeting.  A 
summary document of the reforms included in HB7 is attached in Appendix G.  The most 
significant aspect of HB7 is the establishment of Workers’ Compensation Healthcare 
Networks.  The Office will be seeking to procure and review network services on behalf 
of its client agencies pursuant to the provisions of HB7, and the promulgated rules of the 
Texas Department of Insurance (TDI) and the Division of Workers’ Compensation 
(DWC), within the current biennium;   

• Networks as envisioned by the act offer the possibility of improved quality of care 
provided to injured workers, reduced over-utilization of health care, improved 
coordination of return to work efforts, and greater efficiency in administrative aspects of 
claims handling and billing.  Network healthcare providers must comply with treatment 
guidelines, disability management and return-to work guidelines, and the Office will seek 
strong medical and vocational rehabilitation, and case management as part of the network 
solution to support early return to work for injured state employees; 

• Contract management of one or more large healthcare network relationships will require 
expansion of the Office’s contract management efforts.  If it becomes possible to obtain 
network coverage for a significant part of the Office’s injured workers it may be possible 
to shift resources from the Office’s internal medical cost containment staff to fill this 
need.  However if multiple contracts are required, or if there continues to be a significant 
number of injured workers who are treating outside the established networks additional 
staffing and resources may be necessary; 

• Medical costs in the workers’ compensation system have increased on a per-service basis 
as a result of an increase in the fee guidelines established by law.  Some of this increased 
cost may ultimately be offset when effective treatment guidelines are put in place by 
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DWC; however, data has not yet revealed any downward trends in the utilization and 
duration of medical treatment.  Under the HB7 reforms the Office does not expect to see 
a decrease in the price billed for medical services, but adherence to treatment guidelines 
and improved outcomes may begin reducing overall workers compensation costs by the 
second year of network operations.  Careful network monitoring will be critical to 
ultimately realizing potential savings; 

• While medical costs have risen on a per-service and a per-claim basis, the Office has 
reduced overall medical costs through improved claims handling practices and training of 
adjusters.  The Office believes that the improvements it has made will integrate with 
network healthcare systems without duplicating efforts.  HB7 does not reduce the need 
for skilled claims adjusting to address compensability and indemnity issues; 

• The indemnity benefit paid to injured workers has increased and is likely to rise further. 
The State Average Weekly Wage (SAWW, the base used to calculate the indemnity rates 
that carriers are required to pay claimants), goes up every year. The maximum weekly 
indemnity benefit in FY 2004 had increased 26% since the 1989 workers’ compensation 
reform act was passed. The current maximum temporary income benefit is 100 percent of 
the SAWW.  Under HB7 the maximum Temporary Income Benefit is capped at 130 
percent of the SAWW, a 57% increase since the 1989 workers’ compensation reform act. 
 The increase in indemnity underscores the need for skilled adjusters to effectively mange 
lost time claims and to develop new strategies to return injured workers to employment.  
If the partnership between networks, carriers, employers and injured workers is 
successful that total cost of indemnity should begin to fall one to two years after 
implementation reflecting shorter periods of disability;   

• Errors or an inability to meet future DWC requirements could subject the Office to 
substantial liability for penalties. Under HB7 there is no requirement that an error be 
committed “willingly or intentionally” to be a violation of the Act or Rules.  The 
Commissioner of Workers' Compensation is authorized to assess administrative penalties 
up to $25,000 per day per occurrence.  The Office is not appropriated funds to pay 
administrative fines; 

• Changes to state government can alter the different types and levels of risk experienced 
by the state.  Changes to the composition of the state workforce, such as an aging 
workforce, can affect the number and severity of injuries and impact the workers’ 
compensation staffing and funding necessary to ensure that injured state employees are 
afforded benefits as entitled by statute.  

 
The internal factors that are likely to impact the workers’ compensation program are: 
 

• Staff turnover and retention of key staff; 
• The need for timely audits of claim files and tracking and monitoring of 

over/underpayments; 
• Backlog of documents for archive.  The failure to maintain increased staffing and effort 

archive documents could result in the loss of claims documents and bills.  
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II.  Organizational Aspects 
 
The Office has 124 FTE positions authorized by the current General Appropriations Act.  The 
following table presents current workforce demographic information: 
 
 

 
 

 
White 

 
Black 

 
Hispanic 

 
Other 

 
Total 

 
Male 

 
32 

 
4 

 
8 

 
2 

 
46 

 
Female 

 
44 

 
8 

 
20 

 
2 

 
74 

 
Total % by Race 

 
63% 

 
10% 

 
23% 

 
3% 

 
100% 

 
 
Officials / Administrators 

 
4 

 
0 

 
1 

 
0 

 
5 

 
3% of Total Employees 

 
80% 

 
0% 

 
20% 

 
0% 

 
100% 

 
 
Professionals 

 
40 

 
4 

 
7 

 
2 

 
53 

 
44% of Total Employees 

 
33% 

 
3% 

 
5% 

 
1% 

 
100% 

 
 
Para-professionals 

 
11 

 
4 

 
9 

 
1 

 
25 

 
20% of Total Employees 

 
9% 

 
3% 

 
7% 

 
1% 

 
100% 

 
 
Technicians 

 
3 

 
0 

 
0 

 
1 

 
4 

 
3% of Total Employees 

 
2% 

 
0% 

 
0% 

 
1% 

 
100% 

 
 
Clerical / Administrative 

 
18 

 
4 

 
11 

 
0 

 
33 

 
27% of Total Employees 

 
15% 

 
3% 

 
9% 

 
0% 

 
100% 

 
The Office’s organizational structure is aligned with the mandates set forth by its enabling 
legislation.  The agency workforce is diverse and accurately reflects the geographic labor pool in 
which the Office operates. 3 

                                                 
3
    Table DP-1, Geographic Area: Austin – San Marcos, TX MSA, U.S. Census Bureau, Census 2000 
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Pursuant to enabling statutes, the Office is administratively attached to the Office of the Attorney 
General (OAG).  The OAG provides support services including: 
 

• Accounting B Processes and records the Office’s transactions; 
• Budget & Purchasing B Prepares budget reports and processes the Office’s purchase 

orders and procurement documents (IFBs, RFPs, and others); 
• Information Resources B The Office’s workers’ compensation Claims Management 

System mainframe application resides within the OAG’s mainframe and the Office’s 
network is maintained by the OAG; 

• Human Resources B Maintains the Office’s personnel files and processes all personnel 
action forms (PAFs), timekeeping records, and employee benefits; 

• Support Services B Coordinates maintenance and support for the space occupied by the 
Office; and 

• Legal Divisions B Assists the Office with agency matters of specific division expertise. 
 
The Office is located in the William P. Clements, Jr., building in Austin, Texas.  This centralized 
location facilitates conduct of the Office’s mission for covered state agencies.  The Office has no 
field office locations, although services are provided to agencies throughout the state. 
 
The Office has had particular difficulty recruiting and retaining qualified staff - in particular in 
the claims area where salaries are significantly below the market level.  Adequate staffing has 
been consistently identified as a critical issue in the internal factor analysis affecting all of the 
Office’s statutory duties.  The Office has attempted to respond to this in part by putting programs 
in place to address this challenge with current resources.  These include: 
 

• Providing optional alternative work schedules (WALT program) where feasible to 
provide flexibility and improve morale; 

• Encouraging an agency culture that is supportive of its employees, including a casual 
dress atmosphere, a voluntary employee association, and employee recognition for 
outstanding performance and service; and  

• Providing opportunities for broad-based professional development, including 
OJT/apprenticeship training and advanced continuing professional education. 
 

These efforts have been largely effective in reducing turnover in the agency for most of the 
biennium.  The following chart compares the Office’s turnover trend with the statewide trend for 
fiscal years 1997-2005.4   

                                                 
4
    Data based on State Auditor’s Office, Reports 96-703, 99-707, 01-703, 02-701, 03-704, 06-311 
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The impact of turnover among claims staff is a critical concern because, as experienced adjusters 
leave for higher salaries, it is difficult to attract applicants with similar levels of experience at 
available salary levels.  Currently one-half of our adjusting staff has less than 2 ½ years 
experience.  The median experience level has increased by six months over the last two years, 
indicating moderate gains in experience levels, but the issue remains an important concern. 
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Analysis of the results of the Office’s Survey on Organizational Excellence, and the consensus 
of responses on the State Auditor’s exit surveys identify low pay as the primary obstacle to 
improving retention. The Office has increased salaries in the past year and continually looks for 
opportunities to make salaries more competitive. 
 
It is in the state’s best interest to hire and retain experienced and competent staff.  Staff 
inexperience puts the Office at risk for increased errors in claims, and both liability for potential 
fines and increased claims costs.   
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The Office is dedicated to promoting an atmosphere that stresses the importance and value of 
employees to accomplish our mission.  In the absence of increased funding the Office will 
capitalize on its proven training and professional development of new staff to attract sufficient 
staff to maintain operations.  
 
III. Fiscal Aspects  
 
The operating costs of the Risk Management strategy are financed through interagency contracts.  
 
The operating costs of the Workers’ Compensation Administration strategy have historically 
been financed entirely by General Revenue appropriations but beginning in FY 2005 a 
significant portion is financed by interagency contracts for medical cost containment of workers’ 
compensation expenditures. 
 
Workers’ compensation payments constitute a separate strategy funded entirely by interagency 
contracts through assessments paid by client agencies and subrogation receipts.  The 
appropriations for the current biennium are detailed as follows: 
 

• Operating Appropriations – A total of $7,881,396 and $7,882,595 was appropriated 
for FY 2006 and FY 2007, respectively, for recurring operating costs associated with 
the risk management and workers’ compensation programs.  The Office’s risk 
management strategy is funded by interagency contracts.  The Office’s workers’ 
compensation administration strategy is funded by a combination of General Revenue 
and interagency contracts.  A capital budget to upgrade and replace personal 
computers was appropriated $93,000 in interagency contract funding for each year of 
the biennium. 

 
Although not part of the Office’s appropriations, as discussed above, the OAG provides 
administrative support to the Office pursuant to enabling legislation.  The OAG was appropriated 
$768,000 each year for the current biennium.  Due to increased technological, legal, and other 
support requirements of the Office’s programs, the current level of OAG appropriations may be 
inadequate in the long term. 
 

• Claim Fund Appropriation – Authority to collect $60.3 million for FY 2006 and 
$62.7 million for FY 2007 through interagency contracts was appropriated for the 
current biennium.  The Office also was given appropriation authority for all 
subrogated receipts, estimated at $550,000 a year.  Due to lower than expected costs 
and limited UB authority under the assessment program, the Office only utilized 
$42.8 million of the interagency contract authority in FY 2006 and expects to have to 
utilize less than $47 million of the $62.7 million in authority for FY 2007. 
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Prior to FY 2002, the claim fund appropriation was funded by a direct General Revenue 
appropriation for 75 percent of the estimated costs with individual agencies responsible for the 
remaining 25 percent.  For the FY 2002 – 2003 biennium, an allocation program (the Risk 
Reward Program, see Texas Labor Code §412.0123) was implemented by the Legislature which 
charged each agency an assessment, similar to a premium, based claims experience, workforce, 
payroll and other factors.  The direct GR appropriation was redistributed for that biennium to 
each agency to increase the individual agency baseline appropriations.  Total claim costs peaked 
at almost $70 million in FY 2003, the second year of the assessment program, then fell to $55.9 
million in FY 2004, and fell again to $54 million in FY 2005.  Additional savings continue to be 
realized, with claim costs for FY 2006 anticipated to be under $46 million.   
 
With respect to assessment costs, the average cost of the FY 2006 assessment to participating 
state agencies was $0.77 per $100 of payroll for the risk pool as a whole, down substantially 
from $1.39 per $100 of payroll for FY 2002.   
 

Final Assessment per $100 of Payroll
(dollars)

$0.77
$0.86

$0.99

$1.28

$1.39

2002 2003 2004 2005 2006
Fiscal Year

 
 
IV. Technological Developments  
 
The State Office of Risk Management utilizes Internet technologies to conduct business with 
client agencies and to assist them in administering claims and in developing comprehensive risk 
management programs. The Risk Management Information System (RMIS) utilizes an open 
source web-based technology platform to receive workers’ compensation claims information 
from client agencies and automatically loads that information into the Workers’ Compensation 
Claim Management System (CMS) mainframe system. The Office has been successful in 
establishing effective communications and timely exchange of information with client agencies 
resulting in more efficient management or claims and risk management programs. RMIS 
enhances that dialog with agencies by providing more real-time reports on loss data. 
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RMIS also collects non-workers’ compensation expenditure and loss data from client agencies 
on an ongoing basis.  This information is used to make the annual cost of risk calculations and to 
monitor client agency risk management program performance.  The most innovative subsystem 
of RMIS is the Risk Evaluation and Planning System (REPS).  The Internet-based REPS guides 
client agencies through identifying exposures in a number of risk categories, calculates 
frequency and severity projections for each major exposure, and provides guidance and 
assistance to agency staff in developing mitigating strategies to reduce the impact of each 
identified exposure. REPS also develops a customized risk management plan for each client 
agency and allows auditing of each risk by a risk management specialist.  
 
Technological innovation has allowed the Office to more effectively administer workers’ 
compensation claims and risk management programs. In the past biennium the Office has 
emphasized improvements in its document imaging systems and process with the goal of making 
documents available electronically more quickly and improving accuracy of document storage 
and retrieval.  These developments are necessary to reduce the expense of copying and printing 
physical documents.  Staff now work medical bills from images rather than from paper originals 
and new efficiencies are created as procedures are modified to take advantage of the new 
technology. 
 
The improvements made in the Office’s document processing are anticipated to support a 
platform for creating administrative efficiencies between the Office and future network partners. 
 The goal is to establish electronic billing and payment between network providers and the 
Office. Such a system will reduce costs associated with billing and processing payment and will 
support payment for services at an earlier date.  The Office expects that it can leverage this 
efficiency to negotiate lower cost for services from network providers.  
 
Future enhancements already identified include: 

• linking the claims management and document imaging systems to speed up document 
retrieval and reduce errors; 

• creating data interfaces to identify fraud by injured workers who have not reported that 
they have returned to work; 

• electronic storage and retrieval of recorded statements with injured workers and 
witnesses; 

• implementing a content management system to integrate and improve the identification 
and retrieval of all types of agency records. 

 
V.  Possible Changes as a Result of Sunset Review 
 
The Office is currently undergoing Sunset review, and has identified a number of policy issues 
arising from legal requirements in its Self-Evaluation Report.  Those issues range from fiscal 
requirements (agency funding mechanisms, administrative fines, and indemnification) to 
confidentiality, to statutory harmonization.  This section of the SER is attached in Appendix I. 
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VI. Self-Evaluation and Opportunities for Improvements 
 
Risk Management Challenges and Opportunities  
 
Collecting and reporting accurate and timely risk management data has always been challenging. 
State agencies collect and maintain that data in different ways and the integrity of the data may 
well be suspect.  In addition the degree of experience and sophistication in risk management 
practices varies from agency to agency. 
 
To address these issues the Office has created a system which permits agencies to submit risk 
management data contemporaneously and to maintain and access risk management data in a 
single system.  The Risk Evaluation and Planning System offers a significant opportunity for 
agencies to reduce exposures and potential losses for the state and serves as a powerful risk 
management education and performance monitoring tool.  As an adjunct and interface to the 
Risk Evaluation and Planning System, the Office is currently developing a risk management 
training management system which will allow client agency personnel to request training online 
and will recommend customized training for client agencies based upon their unique exposures.  
The system will also track training received by client agency personnel.  This new capability will 
allow the office to better plan and offer targeted risk management and loss prevention training to 
appropriate state agency personnel. 
 
Opportunities exist to reduce Injury Frequency Rates (IFR) at client agencies.  Although client 
agency IFRs have been historically at or below those of US and Texas averages, a slight 
increased was apparent in FY 2005.  In order to stabilize or reduce the IFR within client 
agencies, the Office will work with client agencies with the highest IFRs to implement improved 
health and safety programs.    
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Providing client agencies with incentives to learn more about risk management and loss 
prevention will assist in reducing losses and creating a safer workplace.  The Office is 
investigating the potential for creating a certification program for Texas state agency risk 
management personnel.  A similar program established by TBPC to certify purchasing staff 
established a minimum competency level for purchasing staff to improve compliance with state 
procurement requirements.  The goal of creating a certification for state risk management 
personnel will be to evidence a minimum level of competence in identifying, analyzing, 
controlling, financing and administering risk management programs in the context of state 
government.  Increased education and competence can result in lower losses and increased 
savings to the state.  
 
Increasing the effective use of risk transfer to reduce the overall cost of risk for the state is the 
focus of the Office’s insurance program. Risk and cost benefit analyses will assist the Office in 
determining which risk control technique, risk transfer (insurance) or retention (non-insurance) 
would be the most appropriate method for implementation depending on the type of risk 
identified. 
 
The Office will continue to identify areas of significant risk exposure where the state’s interests may 
best be served through a statewide insurance program. During the past four years, the Office has 
reviewed the exposures to employment practice-related risks, from the dishonest acts of employees, 
the use of automobiles, injuries to volunteers, sponsoring special events, third party use of state 
facilities and damage to property, both real and personal, from the perils of fire, hail, flood, 
windstorm, vandalism, etc. including indirect and consequential loss.  The results have been the 
establishment of a Statewide Directors’ & Officers’ Liability and Employment Practices Liability 
program; a general prohibition against the purchase of Employee Dishonesty and General Liability 
coverages; a Statewide Automobile and Volunteer Insurance programs.   The current Statewide 
Property Insurance program provides coverage on all types of property  - e.g., buildings, contents, 
computer equipment, boiler & machinery, fine arts and miscellaneous property; all risk coverage 
including options for flood and windstorm in coastal areas subject to these exposures; coverage 
limits up to $1 billion; premiums based on construction and location with credits for higher 
deductibles and sprinkler systems; coverage to fulfill FEMA requirements in order to collect funds 
available for uninsured or underinsured damages suffered during declared disasters. 
 
The Office’s goal is to help agencies get the best possible coverage at the best available price 
without regard to whether the policy is purchased under the state approved line or through a 
different vendor.  The Office will continue to review individual insurance purchases on an 
exception basis for agencies with unique risks pursuant to the Office’s promulgated rules, assist 
in the purchase of individual insurance policies as appropriate, and approve the purchase of 
surety bonds when appropriate for client agencies.  The Office believes it has and will continue 
to demonstrate significant state savings as a result of this program. 
 
Studies have illustrated that state agencies’ preparedness for disasters should continue to be 
monitored and improved.  The Office’s risk management specialists work with client agencies to 
ensure that they have initiated business continuity planning and evaluate their current plans in 
relation to industry standards.  In this effort, the Office schedules meetings to assist agencies and 
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has developed tools for agencies to use to create and improve their plans.  
 
Workers’ Compensation Claims Operations Challenges and Opportunities 
 
The Office has made significant improvements to its claims operations which have reduced the 
total paid on claims by over $24 million over the last four years. 
 

Claim Costs
($million)

$46.0

$54.0

$55.9

$70.0
$67.5

$63.6
$65.6

2000 2001 2002 2003 2004 2005 2006
(projected)

Fiscal Year

 
 
The Office has improved its hiring and retention through the recruitment of highly educated 
candidates for entry level positions, and providing professional training and opportunities for 
advancement through career development and demonstration/performance based promotion. 
 
Further, the agency’s cost containment process has been greatly changed and improved.  The 
Office now lets multiple contracts for cost containment services which has made it possible to 
shift the volume of work between vendors without re-bidding and without a 6 month data 
transition.  This arrangement has significantly increased responsiveness and efficiency, improved 
the quality of vendors’ performance and produced technological improvements through ongoing 
competition.  For example, the time required to process a medical bill through cost containment 
has been decreased from 28 to seven days since the new contracts have been in place. 
 
As discussed above, the impact that HB7 Workers’ Compensation Healthcare Network 
implementation will have on the cost of medical benefit delivery is not yet clear.  However, there 
will be additional initial costs associated with implementation, and numerous challenges to 
overcome.  The steps the Office has taken to reduce caseloads, enhance its technology, develop 
network bid specifications and reduce costs should put the Office in a good position to meet the 
challenges ahead. 
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While the Office still faces challenges with errors due to staff training and experience 
deficiencies, it has improved its overall compliance with Division of Workers’ Compensation 
audits.  Gains have been made regarding late reporting by agency employers as a result of 
electronic reporting, and case loads have been reduced to acceptable levels which has reduced 
the number of errors by adjusters.  While errors continue to occur the Office needs flexibility to 
reallocate resources as required to address any deficiencies identified internally or externally.  
The agency is actively working to increase the number of internal claims auditors to monitor and 
identify errors to achieve full compliance with existing rules and requirements. 
 
Significant challenges remain in the Office’s efforts to comply with DWC’s mandatory 
electronic data submission requirements.  As a result of errors in DWC’s systems, data 
transmissions from carriers (including the Office’s) were not loaded into the DWC system for a 
significant period last year.  The Office has worked closely with DWC to develop a plan to bring 
all data submissions up to date when DWC is ready to accept them, but the potential exists for 
this clean up effort to overtax the Office’s limited programming resources. The Office has 
worked to build a positive and productive relationship with DWC and hopes that in the future it 
will achieve a high level of compatibility with DWC reporting requirements. 
 
Since 2002 new employees in claims operations have been assigned to begin their training in our 
customer service area.  Here, new inexperienced staff learn to handle routine calls from injured 
workers and medical providers utilizing the Office’s automated systems.  This practice has 
permitted full staffing for customer service and most injured workers are now able to speak to a 
live customer service representative immediately when they call.  This practice has reduced the 
number of missed calls and allowed our experienced claims adjusters more time to adjust claims. 
At the same time the practice has improved the training of new adjuster candidates.   
 
Though this process has been successful, it remains necessary to further improve the program by 
integrating highly-skilled and qualified staff into customer service who can readily address customer 
needs and ensure all customers receive the same quality customer experience.   This customer 
service function will incorporate complaint monitoring, resolution and customer satisfaction surveys. 
 This program represents a direct application of the Office’s Statement of Philosophy, requiring that 
the agency act in accordance with the highest standards of ethics, fairness, accountability, and 
humanity for both our customers and our employees.  Customer service is a cornerstone of our 
mission. 
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Agency Goals 
 

Goal 1 – Manage Risk and Administer Claims 
 

To manage costs for covered state agencies arising from the risk of loss through the 
delivery of professional risk management services and claims administration services that 
are customized to specific agency needs.   

 
 
 
Objective 1 
To provide guidance and direction to state agencies to assist them in identifying, 
evaluating, and controlling risk and minimizing the adverse impact of loss. 
 
Objective 2  
To review and determine eligibility on 100 percent of the state workers’ 
compensation claims submitted within 15 days of receipt, and pay all approved 
requests for medical and indemnity benefits as specified under state law. 
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Objectives and Outcome Measures 
 
 
 
Objective 1 
 
To provide guidance and direction to state agencies to assist them in identifying, 
evaluating, and controlling risk and minimizing the adverse impact of loss. 

 
 
Outcomes: 

 
(1) Incident rate of injuries and illnesses per 100 covered full-time state employees. 

 
(2) Percent of state agencies with approved risk management plans. 

 
 
 
Objective 2  
 
To review and determine eligibility on 100 percent of the state workers’ compensation 
claims submitted within 15 days of receipt, and pay all approved requests for medical and 
indemnity benefits as specified under state law. 

 
 
Outcomes: 
 
(1) Cost of workers’ compensation per covered state employee.  

 
(2) Cost of workers’ compensation per $100 State payroll. 
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Strategies and Output, Efficiency, and 
Explanatory Measures 

 
 
 

Strategy – Risk Management Program  
Establish statewide risk management guidelines, work with agencies to develop programs 
that meet the guidelines, conduct on-site risk management program reviews, and provide 
safety evaluations, consultations, and training. 

 
 
Output Measures: 
 
(1) Number of written risk management program reviews conducted. 
 
(2) Number of on-site consultations conducted. 

 
(3) Number of risk management training sessions conducted. 

 
 
 
Strategy – Pay Workers’ Compensation 
 
Obtain and review all claims for workers’ compensation in accordance with state law and 
administrative regulations, determine eligibility for medical and indemnity benefits, and 
determine the injured employee’s weekly wage and indemnity payment rate.  

 
 
Output Measures: 
 
(1) Number of initial eligibility determinations made. 
 
(2) Number of medical bills processed. 
 
(3) Number of indemnity payments processed. 
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Strategies and Output, Efficiency, and 
Explanatory Measures 

 
 
 

Strategy – Risk Management Program  
Establish statewide risk management guidelines, work with agencies to develop programs 
that meet the guidelines, conduct on-site risk management program reviews, and provide 
safety evaluations, consultations, and training. 

 
 
Efficiency Measures: 
 
(1) Cost per hour of direct risk management service provided.  
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 Strategies and Output, Efficiency, and 
Explanatory Measures 

 
 
 
Strategy – Risk Management Program  
Establish statewide risk management guidelines, work with agencies to develop programs 
that meet the guidelines, conduct on-site risk management program reviews, and provide 
safety evaluations, consultations, and training. 

 
 
Explanatory Measures: 
 
(1) Percent of state agencies’ facility locations provided with on-site consultations. 

 
(2) Percentage of total assessments collected used for claim payments. 

 
(3) Amount of grants awarded for loss prevention purposes. 

 
(4) Number of grants awarded for loss prevention purposes. 
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APPENDIX A 
 
 

Brief Description of Agency’s Planning Process 
 

The strategic planning cycle was initiated in March 2006 at a meeting of all division directors 
and executive staff. The team reviewed and discussed the instructions for completing the 
strategic plan and reviewed options for completing the plan.  Directors discussed the role of 
ongoing projects, and scheduled changes in the agency’s long-range strategic plan. 
 
The Office requested a change in the Output measures of the number of medical bills processed 
and the number of indemnity payments made from a desired performance of higher than the 
target to lower than the target and a change for the measure of average cost to administer a claim 
from an Efficiency measure to an Explanatory measure on April 7, 2006.  In subsequent 
discussions with LBB staff the suggestion was raised of a new Outcome measure for workers’ 
compensation claims per $100 of State payroll for participating agencies and the elimination of 
Subrogation receipts as an Explanatory measure as that information is also reported as a method 
of finance.  The Office drafted language for the proposed new measure and submitted the draft 
on May 4, 2006. 
 
The Office received notification May 11, 2006 from the Legislative Budget Board and the 
Governor’s Office of Budget Planning, and Policy that the new Outcome measure and the 
elimination of the subrogation Explanatory measure had been approved, and that the requests 
related to the number of medical bills paid, number of indemnity payments, and average cost to 
administer a claim had been denied. 
 
During strategic planning the team revisited the strategic plan developed for the 2005-2009 time 
period.  All strategic goals achieved and improvements needed based on the strategies developed 
in the previous planning process were identified.  The team determined which elements should 
be continued in the 2007-2011 plan.  Directors reviewed and submitted any new strategies for 
evaluation by executive management for incorporation in the 2007-2011 plan.  Information 
pertaining to prior and recent legislative actions, agency initiatives, and customer service surveys 
were discussed and incorporated into the strategic plan.  
 
Staff was charged with development of assigned sections for both the Workforce Plan and the 
2007-2011 Strategic Plan based on functional expertise, and executive and division-level staff 
reviewed each section of the document as it was developed to provide additional input or 
recommendations.  
 
The draft was reviewed for compliance with published instructions, and submitted to the 
Chairman of the Board of the agency for approval.  The 2007-2011 Strategic Plan was finalized 
and submitted on July 7, 2006. 
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APPENDIX C 
 

SORM Outcomes 2007-2011 
 

Outcomes 2007 2008 2009 2010 2011 

Incident rate of injuries and illnesses 
per 100 covered full-time state 
employees 
 

4.22% 4.22% 4.22% 4.22% 4.22% 

Percent of state agencies with 
approved risk management plans 
 

100% 100% 100% 100% 100% 

Cost of workers’ compensation per 
covered state employee 
 

$313 $313 $313 $312 $312 

Cost of workers’ compensation per 
$100 State payroll* 
 

$1.00 $1.01 $1.01 $1.00 $0.99 

 
*See Performance Measure Definition Goal 1, Objective 2, Outcome 2 (Page 44) 
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APPENDIX   D 
 

PERFORMANCE MEASURE DEFINITIONS 
 
 

Measure:  Incident rate of injuries and illnesses per 100 covered full-time state employees.  
 

Goal - 01 Objective - 01  Type - Outcome 01 
 

Short Definition: Number of accepted on-job injuries and illnesses divided by the total number 
of state employees (measured by full-time equivalents) multiplied by 100.  SORM may estimate 
fourth-quarter FTE data where the actual FTE data is not available at the time the report is due. 
 
Purpose/Importance: This key outcome measure provides an objective measure of the results of 
implementation of covered state agencies risk management plans and the results of SORM’s risk 
management program.   The injury frequency rate is important as it reflects not only the 
effectiveness of SORM’s risk management program identifying risks to covered state agencies, it 
also reflects covered state agencies actions in regards to implementation of SORM 
recommendations to control and correct the conditions that lead to injured state employees. 
 
Source/Collection of Data: Workers’ compensation claims are opened and entered in the SORM 
Claims Management System (CMS) system as reports of injuries (DWC-1 forms) are filed by 
covered state agencies.  These reported claims are investigated and accepted or denied.  The 
State Auditor’s Office Classification Division collects full-time employee data from covered 
state agencies, which is shared with SORM.   
 
Method of Calculation: Number of reported on-job injuries and illnesses accepted divided by 
the total number of state employees (measured by full-time equivalents) multiplied by 100. 
 
Data Limitations: The accuracy of this measure is dependant upon injuries being reported 
promptly and the FTE data being reported accurately to the State Auditor’s Office. 
 
Calculation Type: Non-cumulative 
 
New Measure: No 
 
Key Measure: Yes 
 
Desired performance: Lower than target. 
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PERFORMANCE MEASURE DEFINITIONS 
 
 
Measure: Percent of state agencies with approved risk management plans.  
 

Goal - 01 Objective - 01  Type - Outcome 02 
 
Short Definition: Number of approved risk management plans divided by the total number of 
state agencies. 
 
Purpose/Importance: This outcome measure of the risk management strategy indicates the status 
(percentage) of covered agencies’ risk management plans.  It provides an indicator of the level of 
progress in the on-going approval process. 
 
Source/Collection of Data: SORM database. 
 
Method of Calculation:  The number of approved risk management plans divided by the total 
number of covered state agencies. 
 
Data Limitations: None  
 
Calculation Type: Non-cumulative 
 
New Measure: No 
 
Key Measure: No 
 
Desired performance: Equal to or higher than target. 
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PERFORMANCE MEASURE DEFINITIONS 
 
 
Measure: Number of written risk management program reviews conducted. 
 

Goal - 01 Objective - 01  Strategy - 01   Type - Output 01 
 
Short Definition: A risk management program review is a review and evaluation of a covered 
state agency’s written risk management plan and program compared against SORM risk 
management guidelines.  The results of a review is evidenced by a written report issued by 
SORM whereby the agency’s plan is certified or not certified to be in accordance with SORM 
risk management guidelines. 
 
Purpose/Importance: This output measure of the risk management strategy compares the actual 
number of risk management program reviews against the targeted number of reviews.  It 
provides documentation that a covered state agency’s risk management plan and program meets 
the requirements of the SORM risk management guidelines. 
 
Source/Collection of Data: SORM database.  
 
Method of Calculation: Summation of the number of risk management program reviews 
conducted. 
 
Data Limitations: None 
 
Calculation Type: Cumulative 
 
New Measure: No 
 
Key Measure: Yes 
 
Desired performance: Equal to or above target level. 
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PERFORMANCE MEASURE DEFINITIONS 
 
 

Measure:  Number of On-site Consultations conducted. 
 

Goal - 01 Objective - 01  Strategy - 01  Type - Output 02 
 
Short Definition: An on-site consultation is a site visit at a covered state agency’s physical 
location or facility.  The consultation provides risk management services to identify and expose 
risk exposures and to suggest risk prevention and control measures or techniques that may be 
implemented by the covered agency to prevent or reduce claims and losses. 

 
Purpose/Importance:  This output measure reports the number of covered state agencies 
provided assistance in the identification and assessment of specific risk exposures and 
recommendations to prevent or reduce claims and losses. 
 
Source/Collection of Data: SORM database. 
 
Method of Calculation: Summation of the on-site consultation visits conducted for the period  
reported. 
 
Data Limitations: None 
 
Calculation Type: Cumulative 
 
New Measure: No 
 
Key Measure: Yes 
 
Desired performance: Equal to or higher than target. 
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PERFORMANCE MEASURE DEFINITIONS 
 
 

Measure: Number of risk management training sessions conducted. 
 

Goal - 01 Objective - 01  Strategy - 01  Type - Output 3 
 
Short Definition: The number of training sessions conducted for eligible state agencies.  
Training sessions address issues relating to property, liability, or workers’ compensation 
exposures or losses. 
 
Purpose/Importance: This output measure compares the actual number of training sessions 
conducted to the planned number of training sessions.     
 
Source/Collection of Data: SORM database. 
 
Method of Calculation: Training sessions conducted for eligible state agencies are entered in a 
database. The sessions conducted during the period reported are summed and reported. 
 
Data Limitations: None 
 
Calculation Type: Cumulative 
 
New Measure: No 
 
Key Measure: No 
 
Desired performance: Equal to or higher than target. 
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PERFORMANCE MEASURE DEFINITIONS 
 
 

Measure:  Cost per hour of direct risk management service provided. 
 

Goal - 01 Objective - 01  Strategy - 01  Efficiency - 01 
 
Short Definition: The total cost of the risk management strategy divided by the number of direct 
hours of risk management services provided.  Direct hours are defined as hours spent preparing, 
conducting, and reporting upon risk management services provided.  Non-direct hours include all 
staff hours charged to leave categories and hours of training received by risk management staff. 
 
Purpose/Importance: This efficiency measure provides information to compare the direct cost of 
service provided.  It is important as it can point to excessive overhead and can be used to 
compare the governmental cost of risk management services to private sector costs for equivalent 
services. 
 
Source/Collection of Data: SORM database. 
 
Method of Calculation: Hours of risk management services are categorized by agency and 
whether the hours are direct or non-direct service.  Total costs (expenditures) of the risk 
management strategy are divided by the number of direct service hours to derive the actual cost 
per direct service hour. 
 
Data Limitations: Errors could occur in data entry of hours charged.  Expenditure data could be 
subject to potential coding errors or accruals. 
 
Calculation Type: Non-cumulative 
 
New Measure: No 
 
Key Measure: No 
 
Desired performance: Lower than target. 
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PERFORMANCE MEASURE DEFINITIONS 
 
 
Measure:  Percent of state agencies facility locations provided with on-site consultations. 
 

Goal - 01 Objective - 01  Strategy - 01  Type - Explanatory 01 
 
Short Definition: The total number of on-site consultations provided at covered state agency 
locations divided by the number of physical locations. 
 
Purpose/Importance: This measure provides the extent that risk management on-site 
consultation services have been provided to the population of covered state agency physical 
locations during the period reported. 
 
Source/Collection of Data: SORM database. 
 
Method of Calculation: The number of on-site consultation visits divided by the populations of 
state agency physical locations during the period reported. 
 
Data Limitations: None 
 
Calculation Type: Cumulative 
 
New Measure: No 
 
Key Measure: No 
 
Desired performance: Equal to or above target. 
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PERFORMANCE MEASURE DEFINITIONS 
 
 

Measure: Percentage of total assessments collected used for claim payments. 
 

Goal - 01 Objective - 01  Strategy - 01  Type - Explanatory 02 
 
Short Definition: The annual amount of claim costs divided by the total amount collected for 
workers’ compensation payments through annual assessments to covered state agencies. 
 
Purpose/Importance: This explanatory measure for the workers’ compensation payments 
strategy indicates the amount (expressed as a percentage) of the total assessments actually 
necessary for cash-basis claim payments for the fiscal year.  It provides an indicator of the 
accuracy of the actuarial projection used to determine the total assessment amount.   
 
Source/Collection of Data: SORM database. 
 
Method of Calculation: Annual net claim cash payments (numerator) divided by the total 
workers’ compensation portion of assessments collected (denominator). 
 
Data Limitations: None 
 
Calculation Type: Non-cumulative 
 
New Measure: No 
 
Key Measure: No 
 
Desired performance: Lower than target.
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PERFORMANCE MEASURE DEFINITIONS 
 
 
Measure: Amount of grants awarded for loss prevention purposes. 
 
 Goal - 01 Objective - 01  Strategy - 01  Type - Explanatory 03 
 
Short Definition: The dollar amount of grants awarded to covered state agencies. 
 
Purpose/Importance: This explanatory measure for the workers’ compensation payments 
strategy indicates the total dollar amount of grants awarded during the period reported. 
 
Source/Collection of Data: SORM database. 
 
Method of Calculation: Summation of the dollar amount of grants awarded during the period 
reported. 
 
Data Limitations: None   
 
Calculation Type: Cumulative 
 
New Measure: No 
 
Key Measure: No 
 
Desired Performance: Lower than target.
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PERFORMANCE MEASURE DEFINITIONS 
 
 
Measure:  Number of grants awarded for loss prevention purposes. 
 
 Goal - 01 Objective - 01  Strategy - 01  Type - Explanatory 04 
 
Short Definition: Number of grants awarded to covered state agencies. 
 
Purpose/Importance: This explanatory measure for the workers’ compensation payments 
strategy indicates the number of grants awarded during the period reported. 

 
Source/Collection of Data: SORM database. 
 
Method of Calculation: Summation of the number of grants awarded during the period reported. 
 
Data Limitations: None   
 
Calculation Type: Cumulative 
 
New Measure: No 
 
Key Measure: No 
 
Desired Performance: Lower than target.
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PERFORMANCE MEASURE DEFINITIONS 
 
 
Measure:  Cost of workers’ compensation per covered State employee. 
 

Goal - 01 Objective - 02  Outcome - 01   
 
Short Definition:  The total cost of the workers’ compensation program divided by the number 
of covered state employees.  Total cost includes claims expenditures, cost containment 
expenditures, and administrative costs. 
 
Purpose/Importance: This outcome measure of the workers’ compensation strategy provides the 
dollar cost of workers’ compensation cost per covered state employee.  This measure can be used 
to provide the overall trend of workers’ compensation cost when plotted with prior period 
calculations.  
 
Source/Collection of Data: SORM database, SAO Quarterly Report of Full-Time Equivalent 
State Employees, OAG budget reports of actual and forecast expenditures. 
 
Method of Calculation: Expenditures for the workers’ compensation strategy (numerator) 
divided by the number for full-time equivalent state employees (numerator). 
 
Data Limitations: Accuracy of the number of full-time equivalent state employees is subject to 
limitations in accuracy of data reported to the State Auditor’s Office.  Expenditure data is 
forecast upon information available at the time of reporting. 
 
Calculation Type: Non-cumulative 
 
New Measure: No 
 
Key Measure: Yes 
 

Desired performance: Lower than target.
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PERFORMANCE MEASURE DEFINITIONS 
 
 
Measure:  Cost of workers’ compensation per $100 State payroll. 
 

Goal - 01 Objective - 02  Outcome - 02 
 
Short Definition:  The total cost of the workers’ compensation program divided by the dollar 
amount of payroll processed through the state treasury for covered agencies, multiplied by 100.  
Total cost includes claims expenditures, cost containment expenditures, and administrative costs. 
 
Purpose/Importance: This measure provides the dollar cost of workers’ compensation per $100 
state payroll.  This measure can be used to provide the overall trend of workers’ compensation 
cost when plotted with prior period calculations and to provide a comparison to the cost for 
workers’ compensation by the private sector.   
 
Source/Collection of Data: SORM database, annual payroll information from the Comptroller’s 
Office, actual and forecast expenditures from OAG budget reports or database. 
 
Method of Calculation: Expenditures for workers’ compensation (numerator) divided by the 
dollar amount of state payroll for covered agencies (denominator) multiplied by 100. 
 
Data Limitations: Administrative expenditure data is forecast upon information available at the 
time of reporting. Because the payroll data is limited to funding processed through the treasury 
most local funding and the payroll of county Community Supervision and Corrections 
Departments will be excluded from the calculation. Because the State administers its workers’ 
compensation on a cash basis significant changes in cumulative payroll or workers' 
compensation claims will take six months to two years to be reflected in changes to the cost of 
workers’ compensation coverage, producing fluctuation in the calculated value. 
 
Calculation Type: Non-cumulative 
 
New Measure: Yes 
 
Key Measure:  
 
Desired performance: Lower than target. 
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PERFORMANCE MEASURE DEFINITIONS 
 
 

Measure:  Number of initial eligibility determinations made. 
 

Goal - 01 Objective - 02  Strategy - 01  Type - Output 01 
 
Short Definition: Number of claims accepted or denied. 
 
Purpose/Importance: This output measure of the workers’ compensation strategy is an indicator 
of workload during the period reported. 
 
Source/Collection of Data: State workers’ compensation mainframe report. 
 
Method of Calculation: Summation of claim denials or acceptances made during the period 
reported. 
 
Data Limitations: None   
 
Calculation Type: Cumulative 
 
New Measure: No 
 
Key Measure: No 
 
Desired performance: Lower than target. 
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PERFORMANCE MEASURE DEFINITIONS 
 

 
Measure:  Number of medical bills processed. 
 

Goal - 01 Objective - 02  Strategy - 01   Type - Output 02 
 
Short Definition: Number of medical bills processed includes those bills paid or denied. 
 
Purpose/Importance: This output measure of the workers’ compensation strategy is an indicator 
of workload processed for the period reported. 
 
Source/Collection of Data: SORM database. 
 
Method of Calculation: Sum of medical bills processed during the period reported. 
 
Data Limitations: None 
 
Calculation Type: Cumulative 
 
New Measure: No 
 
Key Measure: Yes 
 
Desired performance: Higher than target.  
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PERFORMANCE MEASURE DEFINITIONS 
 

 
Measure:  Number of indemnity payments paid. 
 

Goal - 01 Objective - 02  Strategy - 01   Type - Output 03 
 
Short Definition: Number of wage replacement payments made. 
 
Purpose/Importance: This is an explanatory measure of the workers’ compensation strategy.  It 
provides an indicator of the workload during the period reported.  
 
Source/Collection of Data: SORM database. 
 
Method of Calculation: Sum of the number of indemnity payments paid during the period.   
 
Data Limitations: None 
 
Calculation Type: Cumulative 
 
New Measure: No 
 
Key Measure: Yes 
 
Desired performance: Higher than target. 
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PERFORMANCE MEASURE DEFINITIONS 
 
 

Measure: Percentage of claims processed within statutory time frame (15 days). 
 

Goal - 01 Objective - 02  Strategy - 01  Type - Efficiency 01 
  
Short Definition: Percentage of claims processed within statutory time frame (15 days). 
 
Purpose/Importance: This workers’ compensation efficiency measure is an indicator of 
compliance with DWC guidelines governing carriers’ responsibilities to determine claim 
eligibility within 15 (fifteen) days. 
 
Source/Collection of Data: SORM database. 
 
Method of Calculation:   Number of claims determined within 15 days as a percentage of the 
total determinations made for the reporting period.   
 
Data Limitations: None 
 
Calculation Type: Non-cumulative 
 
New Measure: No 
 
Key Measure: Yes 
 
Desired performance: Higher than target.



  49

PERFORMANCE MEASURE DEFINITIONS 
 

 
Measure: Percentage of medical bills processed within 45 days. 
 

Goal - 01 Objective - 02  Strategy - 01  Type - Efficiency 02 
 
Short Definition: Percentage of medical bills processed within 45 days. 
 
Purpose/Importance: This measure reports compliance with DWC guidelines governing the 
timeliness for processing medical bills.  
 
Source/Collection of Data: SORM database. 
 
Method of Calculation: The number of medical bills processed within 45 days as a percentage 
of the total number of medical bills processed for the same period. 
 
Data Limitations: None      
 
Calculation Type: Non-cumulative 
 
New Measure: No 
 
Key Measure: Yes 
 
Desired performance: Higher than target. 
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PERFORMANCE MEASURE DEFINITIONS 
 

 
Measure: Average cost to administer a claim. 
 

Goal - 01 Objective - 02  Strategy - 01  Type - Efficiency 03 
 
Short Definition: The total cost of the workers’ compensation strategy divided by the number of 
claims administered during the period expenditures were incurred.  Total cost includes SORM 
workers’ compensation administrative claim costs but excludes indemnity and medical provider 
payments. 
 
Purpose/Importance: This efficiency measure of the workers’ compensation strategy provides 
an indicator of relative efficiency when compared to the target and prior period reported 
measures. 
 
Source/Collection of Data: SORM database, actual and projected expenditure reports. 
 
Method of Calculation: The ratio of funds expended per claim administered is calculated by 
summing the administrative expenditures of the workers’ strategy (excluding indemnity and 
medical payments) and dividing this dollar amount by the number of claims administered during 
the period.   
 
Data Limitations: Expenditure data (numerator) can be limited by the accuracy of accruals and 
potential errors in expenditure coding.  The accuracy of the number of claims administered 
(denominator) can be effected by potential errors made in entering claims on the Claims 
Management System during the period.   
 
Calculation Type: Non-cumulative 
 
New Measure: No 
 
Key Measure: Yes 
 
Desired performance: Lower than target.   
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APPENDIX   E 

STATE OFFICE of RISK MANAGEMENT 

WORKFORCE PLAN 

Fiscal Years 2007 – 2011 
 

A. Overview of Agency Scope and Functions 
 

The State Office of Risk Management’s goal is to administer the State’s self-insured 
workers’ compensation program for state employees in a manner that balances 
consideration for the rights and needs of the state worker with the protection of the 
legitimate interest of the State of Texas.  This is a vigorous approach that involves 
assessing and addressing risks that either threaten the achievement of the State’s strategic 
objectives or represent opportunities to exploit chances for competitive advantage 

 
The Office is administratively attached to the Office of the Attorney General. The Supply 
and Demand Analysis in this report does not reflect the significant contribution of 
support (payroll, IT, benefits administration, etc.) made by the OAG, nor does it reflect 
their staffing challenges. 

 
B.  Mission Statement 
 

The State Office of Risk Management will provide active leadership to enable State of 
Texas agencies to protect their employees, the general public, and the state’s physical and 
financial assets by reducing and controlling risk in the most efficient and cost-effective 
manner.   

 
C. Key Strategies 
 

1. Strategy - Risk Management Program  
 

Establish statewide risk management guidelines, work with agencies to develop programs 
that meet the guidelines, conduct on-site risk management program reviews, and provide 
safety evaluations, consultations, and training. 

 
2. Strategy - Pay Workers’ Compensation 
 
Obtain and review all claims for workers’ compensation in accordance with state law and 
administrative regulations, determine eligibility for medical and indemnity benefits, and 
determine the injured employee’s weekly wage and indemnity payment rate.  
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D. Supply Analysis  

 
The State Office of Risk Management is authorized 124 full-time equivalent (FTE) 
positions. 
 
Division/Section Number of 

FTEs 
Working Title 

Executive Management 1 Executive Director 
 1 Executive Assistant 
Agency Administration Division 1 Director 
 2 Receptionists 
 1 Timekeeper/Purchasing 

Liaison/Travel Liaison 
Document Processing Unit 1 Program Manager 
 13.5 Document Processing Clerks 
Outreach and Training Unit 4 Trainers 
 1 Information Specialist 
Claims Operations Division 1 Director 
 1 Deputy Director 
 1 Compliance Auditor 
 1 Internal Trainer 
 5 Claims Supervisors 
 39 Claims Adjusters 
 1 Case Manager 
Medical Cost Containment Unit 1 Program Manager 
 6 Auditors 
 2 Medical Cost Containment 

Clerks 
Fund Accounting 1 Director 
 1 Deputy Financial Officer 
 2 Accountants 
 1 Accounting Team Lead 
 4 Accounting Clerks 
General Counsel’s Office 1 General Counsel 
 1 Deputy General Counsel 
 3 Legal Assistants 
 1 Attorney 
Dispute Resolution Unit 3 Proceedings Specialists 
Subrogation Unit 1 Legal Assistant 
Investigations Unit 2 Investigators 
Governmental Relations Unit 1 Governmental Relations 

Specialist 
Information Resources Division .5 Director 
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 6 Programmers 
 1 Network Administrator 
 1 Desktop Support Technician 
Risk Assessment and Loss 
Prevention Division 

.5 Director 

 6 Risk Specialists 
 2 Insurance Specialists 
 1 Administrative Assistant 
Vacant Positions .5  
 
Although salaries in the risk management area are competitive, the demand for 
experienced claims staff is high and qualified applicants are demanding higher salaries 
than the Office is able to offer. The Office has used its available resources to increase 
salaries but it remains below market.   Salaries in the claims administration area are not 
competitive with other state agencies that administer workers’ compensation programs 
(the University of Texas and Texas A&M University Systems and the Texas Department 
of Transportation) and significantly less than the private sector.  The Office’s historically 
high turnover in its claims adjusting staff is driven primarily by low salaries.  In a 
number of instances, claims staff have accepted positions with less authority and 
responsibility in the private sector that pay more than their supervisors make. 
 
With the exception of the claims personnel, the Office has generally been able to hire 
qualified applicants within 60 days of posting a vacancy.  The Office is now experiencing 
extended periods in which no applications meeting minimum qualifications are received 
for posted vacancies in claims operations. 

 
E. Demand Analysis 
 

It is anticipated that medical utilization and associated costs, including pharmaceutical 
expenses, will continue to rise, impacting future State budgets.  The Office believes these 
increases in medical charges submitted for payment can and must be monitored by highly 
trained claims adjusters who will be able to manage complex medical cases.  The number 
of medical disputes, relating to the cost for treatment and drugs and the medical necessity 
and appropriateness of certain procedures, continues to rise.  If HB7 achieves its stated 
goals medical disputes will eventually decrease as a significant percentage of services to 
injured workers are provided “in network”.  Future claims adjusting staff must possess a 
stronger medical background, including medical terminology, generally accepted medical 
procedures and practices, and the ability to oversee complex claims to ensure compliance 
by network contractors with contract terms.  To accomplish these goals, the Office is 
committed to: 

 
• Emphasizing efficiency and expertise in claims handling; 
• Assisting state agencies in the development of risk management programs to protect 

state employees, the public, and state assets; 
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• Providing risk management education and training to state agencies to reduce loss 
exposures; and 

• Ensuring claims adjusting staff has adequate medical background. 
• Continuing to support and enhance the agency’s automated claims handling system to 

automate routine claims functions and enhance accuracy of claims actions.  
 
F. Gap Analysis 
 

The State Office of Risk Management adjusts claims for agencies with employees who 
are at a high risk for injury.  These claims require the experience and expertise of 
seasoned claims adjusters.  High turnover in the claims adjusting staff makes it difficult 
to perform quality claims administration on a consistent basis.  Workers’ compensation is 
a complex medical and legal system that is not easily understood and accomplished by 
persons with no experience in the system.  The Office continues to lose experienced 
adjusters to other workers’ compensation insurance carriers that are able to pay higher 
wages.  The challenges the Office faces in this area include: 

 
• Lack of employees currently on staff with subject-specific training in the claims 

administration field (e.g., handling medically complex claims, setting reserves, etc.); 
• Shortage of training staff to meet increased internal and external training requests; 

and 
• Budgetary restraints. 
 
The challenge for the Office will always be to identify candidates for hire that will thrive 
in an aggressive training and working environment.  Skills sets in all divisions need to be 
revised to emphasize the role of technology in maintaining high volume with a high 
degree of accuracy. 

 
G. Strategy Development 

 
For the Office to address workforce competency gaps, the following strategies are 
planned: 
 
• Continue to promote an agency culture that that will be attractive to qualified 

professionals who top their field; 
• Promote advanced professional licensing and certification for employees; 
• Encourage active involvement of risk management specialists in the training and 

certification of state agency risk managers; 
• Continue to develop career paths that tie back to the agency’s mission and strategies; 
• Redesign the agency’s in-house training matrix to target identified gaps in 

competencies; and 
• Develop a mentoring program that complements succession planning. 
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APPENDIX   F 
 

SURVEY OF ORGANIZATIONAL EXCELLENCE 
 
In October, 2005, the Office participated in its third Survey of Organizational Excellence.  The 
Office has a high response rate, 83%, and scored higher than agencies of similar size, mission, 
and all responders in all dimensions.  Scores above 300 suggest that employees perceive the 
issue more positively than negatively and scores of 400 or higher indicate areas of substantial 
strength. The only score below 300 was in the area of Fair Pay, and it was considerably lower at 
221.   
 
The survey identified the agency’s substantial strengths in physical environment (427), 
employment development (404), strategic orientation (402), quality (customer service and 
continuous improvement as part of the agency’s culture) (410), and availability of needed 
information (402). 
 
Areas of concern for the agency are fair pay (221), benefits (356), flow of internal 
communications (370), supervisor effectiveness (372), and team effectiveness (373). 
 
The Office recognizes that planning ahead for change is essential in encouraging positive growth 
trends.  Areas that showed the least amount of improvement that the Office will be targeting for 
improvement are Time and Stress and Change Oriented.  With the anticipated changes brought 
on by HB7, employees perception of how realistic job demands are (given time and resource 
constraints), and the organization’s capability to respond positively to those changes will be 
indicators of the Office’s success. 
 
The Executive Summary of our most recent survey is reprinted on the following pages.
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The Survey of Organizational Excellence

Introduction 
Thank you for your participation in the Survey of Organizational Excellence (SOE). We trust that 
you will find the information helpful in your leadership and organizational development efforts. 
Acting as a powerful wave of change, the SOE is important in both the public and private sectors. 
The number of surveys distributed over the last 10 years has increased three-fold. Both organization 
and employee response has been tremendous. Such participation indicates the readiness, indeed the 
eagerness, of employees to engage in meaningful work to improve the organization.  
 
Organizational Leadership must build on this wave of engaged employees and begin initiatives to 
improve services and benchmark results against outstanding organizations. Above all, the Survey is 
not about just collecting data or fulfilling some type of compliance, but about promoting excellence 
through participation and accountability. The Survey reinforces the vital role every employee must 
play to the fullest at all times. The Survey emphasizes continuous thinking to formulate better, more 
efficient ways of getting work done. Finally, the Survey calls for candor among all employees 
towards building a quality organization.  
 
The Survey Framework assesses, at its highest level, five workplace dimensions capturing the 
total work environment. Each workplace dimension consists of survey constructs. The survey 
constructs are designed to profile organizational areas of strength and concern so that interventions 
are targeted appropriately.  
 

 
 

Your Reports Include: 
 
 
An Executive Summary is provided in this document. The summary contains graphical 
representations of data from the organization as a whole or in the case of executive summaries for 
category codes, data specific to that category code. Your organization may or may not have elected 
to use category codes. In each executive report there is a demographic profile of the organization 
along with high order analysis of survey data on the construct and dimension level. Both 
organizational strengths and areas of concern are presented along additional narrative and analysis. 
Relative benchmark data is also pulled in for comparison purposes.  
 

Survey Dimensions and Constructs

Dimension I 
Work Group

Dimension II
Accommodations

Dimension III
Organizational 

Features

Dimension IV 
Information

Dimension V
Personal

Supervisor Effectiveness 
Fairness 

Team Effectiveness 
Diversity 

Fair Pay
Physical Environment 

Benefits 
Employment Development 

Change Oriented
Goal Oriented 
Holographic 

Strategic 
Quality 

Internal 
Availability 

External 

Job Satisfaction
Time and Stress

Burnout 
Empowerment 

479 -State Office of Risk Management  
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The Survey of Organizational Excellence

Introduction (cont.) 
A Data Summary accompanies this report. The data summary provides a greater detail than the 
executive summary. The data summary is largely a quantitative report of the survey responses. 
Demographic data are presented in percentages and real numbers. Construct means and benchmark 
comparison numbers are provided on all variables. Item data is broken into mean, frequency counts, 
standard deviations, and number of respondents and item benchmark data are also displayed.  
 
Electronic Reports are provided in two formats. First, all executive and data summary reports are 
included in pdf files for ease in distribution and for clear printability. This file format is widely used 
and a free pdf reader, called Adobe Acrobat reader is available from www.adobe.com. The second 
types of electronic reports are in Microsoft Excel format. These reports are constructs and item 
survey data in a flat spreadsheet format. This allows the user to sort highs and lows, search for 
individual items, or create custom reports from the survey data.  
 
Benchmark Data composed of the organizations participating in the survey are provided in your 
reports. Benchmarks are used to provide a unit of comparison of organizations of similar mission 
and size. If you selected to use organizational categories, internal benchmarks between categories as 
well as over time data illustrates differences and changes along item and construct scores. Our 
benchmark data are updated every two years and are available from our website at 
www.orgexcel.net. The most current benchmark data are provided in your report.  
 
Using the Survey as a Catalyst for organizational improvement is essential to the survey process. 
The survey creates momentum and interest. Towards the end of the executive summary report is a 
series of suggested next steps to assist in these efforts. Also, we have captured several presentations 
from other organizations that have used the data in strategic planning, organizational improvement, 
and employee engagement initiatives. These presentations are provided in streaming video from our 
website at www.orgexcel.net by clicking on the Best Practices link.  
 
Additional Services are available from our group. We conduct 360-Degree leadership and 
supervisory evaluations, special leadership assessments, customer and client satisfaction surveys 
along with the ability to create and administer a variety of custom hardcopy and online survey 
instruments. Consultation time for large presentations, focus groups, or individual meetings is 
available as well. For additional information, please contact us at anytime.  
 
Your Comments are Important to us. We welcome your comments (positive or negative) 
regarding the Survey, the level or type of service provided by our office, or suggestions you may 
have for ways we can improve our products or services. Comments can be sent directly to me or to 
the Survey's Principal Investigator, Dr. Michael L. Lauderdale at the UT School of Social Work, 
1925 San Jacinto Blvd., Austin, TX 78712. 

479 -State Office of Risk Management 

59



The Survey of Organizational Excellence

Organization Profile 

State Office of Risk Management 

Organizational Leadership: 

Jonathan Bow, Executive Director  
Ernest Garcia, Board Chair 

ID: 479 

Benchmark Categories:
To get a better idea of how this organization compares to others like it, we provide three types of 
benchmark data: organizations with a similar size, similar mission, and organizations belonging to 
a special grouping. Visit www.survey.utexas.edu for a complete list of benchmark groups and 
scores. 

Organization Size: Size category 3 includes organizations with 101 to 300 employees.  
 
Mission Category: General Government (Mission 1/10)  
The General Government category includes organizations involved in the general operating 
procedures of the government.  
 
Special Grouping: None  
 
Survey Administration Profile: 

Collection Period:  
10/3/2005 - 10/21/2005  

Additional Items and Categories: 
Organizations can add customization by creating 
additional items tailored to the organization and 
categories for employees to identify with. 
 
Refer to the Appendix of the Data Report for a 
complete list of categories and additional items.  

Category (7 codes)  
Category (3 codes) 

 

Collection Method: 
There were 44 employees that took the survey 
online and 59 employees used a paper survey. 

Survey Liaison: 

Gail McAtee (512) 936-1501
Agency Administration Director
State Office of Risk Management
300 W. 15th St, 6th Flr
Austin, TX     78701

gail.mcatee@sorm.state.tx.us

479 -State Office of Risk Management 
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The Survey of Organizational Excellence

Response Rates 

Overall Response Rate 
High rates mean that employees have an investment in the 
organization, want to see the organization improve and generally 
have a sense of responsibility to the organization. Low response 
rates can mean several things. There simply may not have been 
enough effort in making certain employees know the importance of 
completing the Survey. At a more serious level, low rates of 
response suggest a lack of organization focus or responsiveness. It 
may suggest critical levels of employee alienation, anger or 
indifference to organizational responsibilities. 

Responded  83%
Did Not Respond  17%

Out of the 124 employees who were invited to take the survey, 103 responded. As a general rule, 
rates higher than 50 percent suggest soundness. Rates lower than 30 percent may indicate serious 
problems. At 83%, your response rate is considered high. 

Response Rate Over Time 

  0
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100
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67%
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One of the values of participating in multiple iterations 
of the Survey is the opportunity to measure 
organizational change over time. In general, response 
rates should rise from the first to the second and 
succeeding iterations. If organizational health is sound, 
rates tend to plateau above the 50 percent level. Sharp 
declines in participation suggest some form of general 
organizational problem is developing. Your response 
rate is higher than it was for the previous survey. 

Response Rate Benchmark Comparisons 

 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

S
M

A
83%Response Rates

Scores for your Organization  (Numeric Score to the right in Blue)
Size - Benchmark for similar size organizationsS
Mission - Benchmark for organizations with a similar missionM
All Respondents - Benchmark for all of the survey respondentsA

Regional Distribution Map and Benchmarks 
Regional Distribution Maps are available to organizations with a large number of employees 
working in several regions throughout the state. Regional Distribution Map (if applicable) and 
Regional Benchmark Map will be available in the near future. 

479 -State Office of Risk Management 
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The Survey of Organizational Excellence

Survey Framework and Scoring 
The Survey assessment is a framework that consists of survey items, constructs, and dimensions. 
Each level of the framework provides insight into the workings of an organization.  

Items 
At the most basic level there are survey items, which provide specific feedback. For each item, 
employees are asked to indicate how strongly they agree or disagree that the item describes the 
organization. Possible responses include:  (1) strongly disagree; (2) disagree; (3) feel neutral; (4) 
agree; (5) strongly agree; and, (not scored) don't know/not applicable. Any survey item with an 
average (mean) score above the neutral midpoint of "3.0" suggests that employees perceive the issue 
more positively than negatively. Scores of "4.0" or higher indicate areas of substantial strength for 
the organization.  Conversely, scores below "3.0" are viewed more negatively by employees.  Items 
that receive below a "2.0" should be a significant source of concern for the organization and should 
receive immediate attention.  

Constructs 
The survey constructs are designed to broadly profile organizational strengths and areas of concern 
so that interventions may be targeted appropriately.  Survey constructs are developed from a group 
of related survey items. The construct score is calculated by averaging the related item scores 
together and multiplying that result by 100. Scores for the constructs range from a low of 100 to a 
high of 500. An item may belong to one or several constructs, however, not every item is associated 
with a construct. 

Dimensions 
The framework, at its highest level, consists of five workplace dimensions. These five dimensions 
capture the total work environment. Each dimension consists of several survey constructs. The 
dimension score also ranges from 100 to 500 and is an average of the construct scores belonging to 
the dimension.  

 
Over Time and Benchmark Data 

Comparison scores are provided when available. One of the benefits of continuing to participate in 
the survey is that over time data shows how employees' views have changed as a result of 
implementing efforts suggested by previous survey results. Additionally, benchmarks help to 
illustrate how this organization is performing relative to organizations of similar size, organizations 
with similar missions and to the performance of all organizations that participated in this survey. 

Survey Dimensions and Constructs

Dimension I 
Work Group

Dimension II
Accommodations

Dimension III
Organizational 

Features

Dimension IV 
Information

Dimension V
Personal

Supervisor Effectiveness 
Fairness 

Team Effectiveness 
Diversity 

Fair Pay
Physical Environment 

Benefits 
Employment Development 

Change Oriented
Goal Oriented 
Holographic 

Strategic 
Quality 

Internal 
Availability 

External 

Job Satisfaction
Time and Stress

Burnout 
Empowerment 
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Dimension Analysis 
In order for organizations to improve, there is a need to compare performance with other 
organizations. This comparison process is called benchmarking. The Survey provides a number of 
convenient and useful comparisons. The number of employees in an organization is one important 
characteristic of any organization. Large organizations with multiple locations in which any employee 
will know only a few of the members are different from organizations where most interaction is face-
to-face and people know each other well. A second kind of benchmark focuses upon organizations 
that perform similar functions. The nature of an organization's work can have an impact on 
organizational features and employee experiences. Lastly, a benchmark is provided for a comparison 
against all other organizations that have taken the Survey in the current time frame. 
 
The data in this table are composed of the organization's scores for this iteration of the Survey and 
comparison data from the latest benchmark scores. The scores for the organization appear to the right.
 
Dimensions Score 

 

200 225 250 275 300 325 350 375 400 425 450 475 500

S
M
A

383Work Group

S
M

A
352Accommodations

S
M

A
390Organizational Features

S
M

A
390Information

S
M
A

391Personal

Scores for your Organization  (Numeric Score to the right in Blue)
Size - Benchmark for similar size organizationsS
Mission - Benchmark for organizations with a similar missionM
All Respondents - Benchmark for all of the survey respondentsA
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Construct Analysis 
Constructs have been color coded to highlight the organization's areas of strength and areas of 
concern. The 5 highest scoring constructs are blue, the 5 lowest scoring constructs are red, and the 
remaining 10 constructs are yellow. 

Each construct is displayed below with its corresponding score. Highest scoring constructs are areas 
of strength for this organization while the lowest scoring constructs are areas of concern. Scores 
above 300 suggest that employees perceive the issue more positively than negatively, and scores of 
400 or higher indicate areas of substantial strength. Conversely, scores below 300 are viewed more 
negatively by employees, and scores below 200 should be a significant source of concern for the 
organization and should receive immediate attention.  

  Constructs  Score  
200 225 250 275 300 325 350 375 400 425 450 475 500

372Supervisor Effectiveness

399Fairness

373Team Effectiveness

388Diversity

221Fair Pay

427Physical Environment

356Benefits

404Employment Development

374Change Oriented

380Goal Oriented

388Holographic

402Strategic

410Quality

370Internal

402Availability

400External

394Job Satisfaction

389Time and Stress

393Burnout

390Empowerment

Higher Scoring Constructs
Moderate Scoring Constructs
Lower Scoring Constructs
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Organizational Typology: Areas of Strength 
The following Constructs are relative strengths for the organization:

Physical Environment Score: 427
Area of Substantial Strength

General Description: This Construct captures employees' perceptions of the total work atmosphere 
and the degree to which employees believe that it is a "safe" working environment. This construct 
addresses the "feel" of the workplace as perceived by the employee.  
 
High scores indicate that employees view work setting positively. It means that the setting is seen as 
satisfactory, safe and that adequate tools and resources are available. 

Quality Score: 410
Area of Substantial Strength

General Description: Focuses upon the degree to which quality principles, such as customer service 
and continuous improvement are a part of the organizational culture. This Construct also addresses 
the extent to which employees feel that they have the resources to deliver quality services.  
 
High scores indicate that employees feel that the organization delivers at the state of the art for 
customers. In general quality is a result of understanding the needs of customers or clients coupled 
with a continuous and zealous examination of products and processes for improvement. Achieving 
quality requires the full and thoughtful attention of all members of the organization. Essential to 
maintaining high levels is clear articulation of goals, careful attention to changes in the environment 
that might affect resources or heightened competition and vigorous participation by all members. 
Leadership must maintain a clear articulation of the importance of quality and the role of everyone 
in achieving quality. 

Employment Development Score: 404
Area of Substantial Strength

General Description: This Construct is an assessment of the priority given to employees' personal 
and job growth. It provides insight into whether the culture of the organization sees human 
resources as the most important resource or as one of many resources. It directly addresses the 
degree to which the organization is seeking to maximize gains from investment in employees.  
 
High scores indicate that employees feel that the organization provides the opportunities for growth 
in organizational responsibilities and personal needs. Maintaining high scores requires both 
providing resources and challenges for employees. 
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Organizational Typology: Areas of Strength 
Relative Strengths Continued:

Strategic Score: 402
Area of Substantial Strength

General Description: Strategic (Strategic Orientation) reflects employees' thinking about how the 
organization responds to external influences that should play a role in defining the organization's 
mission, vision, services, and products. Implied in this construct is the ability of the organization to 
seek out and work with relevant external entities.  
 
High scores indicate employees view the organization as able to quickly relate its mission and goals 
to environmental changes and demands. It is viewed as creating programs that advance the 
organization and having highly capable means of drawing information and meaning from the 
environment. Maintaining these high scores will require leadership to continually assess the ability 
of the organization and employees at all levels to test programs against need and to continue to have 
rapid feedback from the environment. 

Availability Score: 402
Area of Substantial Strength

General Description: This Construct addresses the extent to which employees feel that they know 
where to get needed information, and when they get it, that they know how to use it.  
 
High scores indicate that employees view both the availability and utility of information very 
positively. They find that information resources are complete and accessible. Maintaining these high 
scores will require leadership to continuously be vigilant of information needs and to meet those 
needs. 
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Organizational Typology: Areas of Concern 
The following Constructs are relative areas of concern for the organization:

Fair Pay Score: 221
Source of Concern

General Description: This Construct addresses perceptions of the overall compensation package 
offered by the organization. It describes how well the compensation package "holds up" when 
employees compare it to similar jobs in other organizations.  
 
Low scores can come from many causes and may suggest a number of remedies. Part of the follow 
up to the Survey when data are returned is to discuss the results with employees and secure more 
elaborate explanations of important issues. Failure to successfully remedy Fair Pay problems is one 
of the more serious mistakes that leadership can make. These scores suggest that pay is a central 
concern or reason for satisfaction or discontent. Problems with pay can come from two or three 
causes and may suggest a number of remedies. In some situations pay does not meet comparables in 
similar organizations. In other cases individuals may perceive that pay levels are not appropriately 
set to work demands, experience and ability. At some times cost of living increases may cause sharp 
drops in purchasing power and employees will view pay levels as unfair. Remedying Fair Pay 
problems requires a determination of which of the above factors are serving to create the concerns. 
Triangulate low scores in Fair Pay by reviewing comparable positions in other organizations and 
cost of living information. Use the employee feedback sessions to make a more complete 
determination for the causes of low Fair Pay scores. 

Benefits Score: 356
General Description: This Construct provides a good indication of the role the benefit package plays 
in attracting and retaining employees in the organization. It reflects comparable benefits that 
employees feel exist with other organizations in the area.  
 
Average scores suggest that room for improvement exists and lack of attention can lead to dropping 
scores. Benefits are often not viewed as motivators for employees but more as hygiene factors. This 
means employees will become restless, upset and dissatisfied when benefits are perceived as less 
than needed or fair. Part of the follow up to the Survey when data are returned is to discuss the 
results with employees and secure more elaborate explanations of important issues. In general 
concerns about benefits stem from these factors: level and type of benefits available, the cost and 
employees being able to understand and use the benefits package. Remedying concerns about 
benefits requires data collection from employees and competitive organizations to determine the 
correct causative factors. Use the employee feedback sessions to make a more complete 
determination for the causes of low Benefits scores. 
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Organizational Typology: Areas of Concern 
Relative Areas of Concern Continued:

Internal Score: 370
General Description: This Construct captures the flow of communication within the organization 
from the top-down, bottom-up, and across divisions or departments. It addresses the extent to which 
communication exchanges are open and candid and move the organization toward goal 
achievement.  
 
Average scores suggest that room for improvement exists and lack of attention can lead to dropping 
scores. Employees feel that information does not arrive in a timely fashion and often it is difficult to 
find needed facts. In general Internal Information problems stem from these factors: an organization 
that has outgrown an older verbal culture based upon a few people knowing "how to work the 
system", lack of investment and training in modern communication technology and, perhaps, vested 
interests that seek to control needed information. Remedying Internal Communication requires 
careful study to determine the correct causative factors. Triangulate low scores in Internal 
Communication by reviewing existing policy and procedural manuals to determine their 
availability. Assess how well telephone systems are articulated and if e mail, faxing and Internet 
modalities are developed and in full use. Use the employee feedback sessions to make a more 
complete determination for the causes of low Internal Communication scores. 

Supervisor Effectiveness Score: 372
General Description: This Construct provides insight into the nature of supervisory relationships in 
the organization, including the quality of communication, leadership, thoroughness and fairness that 
employees perceive exists between supervisors and them. This Construct helps organizational 
leaders determine the extent to which supervisory relationships are a positive element of the 
organization.  
 
Average scores suggest that room for improvement exists and lack of attention can lead to dropping 
scores. No area in an organization is more important and often more resistant to change than the 
middle areas of the organization. Problems with supervision can come from many causes and may 
suggest a number of remedies. Part of the follow up to the Survey when data are returned is to 
discuss the results with employees and secure more elaborate explanations of important issues. In 
general supervisory effectiveness stems from these factors: the selection, support and training of 
supervisors, the maturity and experience of employees and the nature of the specific work being 
performed. A frequent problem with supervisors is that those tasks a person may be successful with 
are not the same tasks that are required when one is promoted to supervision. Remedying 
Supervisory Effectiveness requires careful study to determine the correct causative factors. 
Triangulate low scores in Supervisory Effectiveness by reviewing how supervisors are selected and 
their training. Use the employee feedback sessions to make a more complete determination for the 
causes of low Supervisory Effectiveness scores. 
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Organizational Typology: Areas of Concern 
Relative Areas of Concern Continued:

Team Effectiveness Score: 373
General Description: This Construct captures employees' perceptions of the people within the 
organization that they work with on a daily basis to accomplish their jobs (the work group or team). 
This construct gathers data about how effective employees think their work group is as well as the 
extent to which the organizational environment supports cooperation among employees.  
 
Average scores suggest that room for improvement exists and lack of attention can lead to dropping 
scores. Much and often most work in organizations require regular collaboration with others, the 
work team. Problems with Team Effectiveness can come from many causes and may suggest a 
number of remedies. In general team effectiveness stems from these factors: team membership, the 
selection, support and training of supervisors, the maturity and experience of employees and the 
nature of the specific work being performed. Remedying Team Effectiveness requires careful study 
to determine the correct causative factors. Triangulate low scores in Team Effectiveness with 
Supervisory Effectiveness by reviewing how supervisors are selected and their training. Use the 
employee feedback sessions to make a more complete determination for the causes of low Team 
Effectiveness scores. 
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Organizational Change: Performance Over Time 
One of the benefits of continuing to participate in the survey is that over time data shows how 
employees' views have changed as a result of implementing efforts suggested by previous survey 
results. Positive changes indicate that employees perceive the issue as adequately improved since the 
previous survey. Negative changes indicate that the employees perceive that the issue has worsened 
since the previous survey. Negative changes of greater than 50 points and having 10 or more negative 
construct changes should be a source of concern for the organization and should receive immediate 
attention.  

  Constructs  Points Deviated from Previous Iteration  
-25 -20 -15 -10 -5 0 5 10 15 20 25

3Supervisor Effectiveness

7Fairness

10Team Effectiveness

2Diversity

1Fair Pay

11Physical Environment

7Benefits

14Employment Development

1Change Oriented

9Goal Oriented

11Holographic

0Strategic

10Quality

13Internal

7Availability

3External

3Job Satisfaction

1Time and Stress

4Burnout

6Empowerment

Work Group
Accommodations
Organizational Features
Information
Personal
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Analyzing Over Time Data 
Over Time Data adds another dimension to an organization's scores. By viewing data from multiple 
iterations of the survey - static data suddenly is capable of tracking effectiveness of previous action 
plans and catching declining trends before they become critical. Identifying areas for future action 
plans becomes more obvious and employees can visually confirm the benefits of being proactive in 
their organization.  
 
Changes 
Organizational change occurs whether or not leadership plans for it. Planning for change puts the 
control in the hands of the organization. By using the results of the survey and employee feedback, 
organizations can encourage positive growth trends in their survey scores. A lack of planning can lead 
to haphazard fluctuations in scores over time.  
 
This organization experienced positive growth in 19 out of the 20 constructs in comparison to the last 
iteration of the survey. The constructs with the most positive growth are: Employment Development, 
Internal, Holographic, Physical Environment, and Quality. Together, these constructs were identified 
by employees as having the most significant improvement compared to the previous iteration of the 
survey. The constructs that showed the least amount of improvement or a decrease in score are: 
Strategic, Time and Stress, Fair Pay, Change Oriented, and Diversity. These constructs may or may 
not be the lowest scoring constructs, but definite attention should be given to these constructs when 
considering which areas to focus efforts upon improving. 
 
Determining Causes 
This is a turbulent time for many organizations, however this year will prove as an important 
benchmark year as the economy starts to recover. Any number of events both within and outside of 
leadership control can affect scores. While score changes cannot be attributed directly to one 
particular event, it is worthwhile to consider all possibilities and use the most likely culprits as a 
starting point for developing action plans and encouraging positive trends. Consider any recent events 
that might have affected the scores for a particular construct. Have there been changes in leadership, 
policy, or procedure? Has there been any restructuring or layoffs? Were any action plans put into 
place based on the results of the last survey?  
 
The Data Report provides detailed data on each of the survey items and constructs including 
descriptions and item-construct relationships. Examine the over time data for the individual items that 
make up a construct to try to isolate contributing factors. Once you have a list of factors, hold a focus 
group consisting of a diverse group of employees and try to get a better feel for why the employees 
responded the way they did. You may find that there are many other complex factors at work, but 
having a pre-compiled set of possible factors will provide a sound starting point. 
 
Continuing Trends 
No matter how high a score, there is always room for improvement. Get the entire organization 
involved in deciding on which constructs to concentrate efforts for improvement. Brainstorm ideas on 
how improvements can be made and how every employee can have a chance to contribute 
suggestions. A questionnaire, customized online survey, or departmental meeting may prove effective 
for collecting ideas. Each organization is unique and has a great amount of untapped resources in its 
employees. Using employees to solve problems and make organizational improvements is a natural 
solution - who else knows the organization better? 
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Participant Profile 
Demography data help one to see if the Survey response rate matches the general features of all 
employees in the organization. It is also an important factor in being able to determine the level of 
consensus and shared viewpoints across the organization. It may also help to indicate the extent to 
which the membership of the organization is representative of the local community and those persons 
that use the services and products of the organization. Charts and percentages are based on valid 
responses. Slight variations from the Data Aggregation Report are due to respondents who chose not 
to answer particular demographic items. 

Race/Ethnic Identification 
Diversity within the workplace provides 
resources for innovation. A diverse 
workforce helps insure that different ideas 
are understood, and that the community 
sees the organization as representative of 
the community. 

0% 25% 50% 75% 100%

8%African-American
18%Hispanic-American

71%Anglo-American
0%Asian-American
2%Multiracial/Other

Age 
Age Diversity contributes to having a well-
balanced workplace. Different age groups 
bring different experiences and 
perspectives to the organization. Large 
percentages of older individuals may be a 
cause of concern if a number of key 
employees are nearing retirement age. Seek 
ways to preserve the culture and 
experiences these individuals have brought 
to the organization. Be mindful that people 
have different challenges and resources at 
various age levels and should see that 
leadership incorporates these 
understandings. 

0% 25% 50% 75% 100%

11%16 to 29 years old
35%30 to 39 years old

28%40 to 49 years old
21%50 to 59 years old

4%60 years and older

Gender 
The ratio of males to females within an organization can vary 
among different organizations. However, extreme imbalances in the 
gender ratio should be a source of concern for the organization and 
may require immediate attention. Give consideration to the types of 
work being performed and be open to unintentional bias in job and 
employee selection as well as promotion consideration. 

Female  66%
Male  34%
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Participant Profile 

Employee Retention 
The percent of employees that see themselves working for this 
organization in two years is a good indicator of how well the 
organization is doing at retaining its employees. Very low retention 
should be a source of concern and may require immediate attention. 

Working in 2 yrs  91%
Not working  9%

Promotion 
The percentage of employees that receive a promotion can vary 
among organizations. While organizational growth may increase the 
likelihood of promotional opportunities, organizations should not 
simply wait for growth. Low percentages may indicate that current 
employees do not compete well for promotional opportunities. This 
would urge study of the Employee Development Construct to gauge 
the level of employee interest. Promotion  47%

No Promotion  53%

Merit Increase 
The percentage of employees that receive a merit increase can vary 
between organizations. Low percentages may indicate that 
employees need to review expectations of current employees and 
those efforts that seek to increase performance. 

Merit Increase  67%
No Merit Increase  33%
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Interpretation and Intervention 
After the survey data has been complied, the results are returned to the survey liaison, executive 
director, and board or commission chair approximately one month after data collection stops. These 
individuals are strongly encouraged to share results with all survey participants in the organization. 
Survey results are provided in several formats to provide maximum flexibility in interpreting the 
data and sharing the data with the entire organization. The quick turnaround in reporting allows for 
immediate action upon the results while they are still current. 
 
The Executive Summary provides a graphical depiction of the data. Graphical data can easily be 
reproduced in a company newsletter or website. For additional detailed data, the Data Report is 
useful for examining survey data on the individual item level. Response counts, averages, standard 
deviations, and response distributions are provided for each item. Excel files provide electronic 
access to scores. Scores can be sorted in various ways to help determine strengths and areas of 
concern. The electronic data can also be used by Excel or other software to create additional graphs 
or charts. Any of these formats can be used alone or in combination to create rich information on 
which employees can base their ideas for change. 
 
Benchmark data provide an opportunity to get a true feel of the organization's performance. 
Comparing the organization's score to scores outside of the organization can unearth unique 
strengths and areas of concern. Several groups of benchmarks are provided to allow the freedom to 
choose which comparisons are most relevant. If organizational categories were used, then internal 
comparisons can be made between different functional areas of the organization. By using these 
comparisons, functional areas can be identified for star performance in a particular construct, and a 
set of "best practices" can be created to replicate their success throughout the organization. 
 
These Survey Data provide a unique perspective of the average view of all that took the Survey. It is 
important to examine these findings and take them back to the employees for interpretation and to 
select priority areas for improvement. This also provides an opportunity for the organization to 
recognize and celebrate areas that members have judged to be areas of relative strength. By seeking 
participation and engaging people on how the organization functions, you have taken a specific step 
in increasing organizational capital. High organizational capital means high trust among employees 
and a greater likelihood of improved efforts and good working relationships with clients and 
customers. 
 
Ideas for getting employees involved in the change process: 

Hold small focus groups to find out how the employees would interpret the results  
Conduct small customized follow-up surveys to collect additional information including 
comments  
Provide employees with questionnaires/comment cards to express their ideas  

Ideas for sharing data with the organization: 

Publish results in an organizational newsletter or intranet site  
Discuss results in departmental meetings  
Create a PowerPoint presentation of the results and display them on kiosks  
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Timeline 

January and February: Interpreting the Data 

Data is returned to survey liaisons, executive directors and board members  
Review Survey data including the Executive Summary with executive staff  
Develop plans for circulating all the data sequentially and providing interpretations for all 
staff  

March: Distributing Results to the Entire Organization 

Implement the plans for circulating the data to all staff  
Create 3 to 4 weekly or monthly reports or organization newsletters  
Report a portion of the Constructs and Questions, providing the data along with illustrations 
pertinent to the organization  
Select a time to have every employee participate in a work unit group to review the reports as 
they are distributed to all staff, with one group leader assigned to every group. The size of the 
groups should be limited to about a dozen people at a time. A time limit should be set not to 
exceed two hours.  

April: Planning for Change 

Designate the Change Team composed of a diagonal slice across the organization that will 
guide the effort  
Identify Work Unit Groups around actual organizational work units and start each meeting by 
reviewing strengths as indicated in the data report. Brainstorm on how to best address 
weaknesses  
Establish Procedures for recording the deliberations of the Work Unit Group and returning 
those data to the Change Team   
Decide upon the Top Priority Change Topic and Methods necessary for making the change. 
Web-based Discussion Groups and Mini-Surveys are convenient technologies  
First change effort begins  
Repeat for the next change topic  

May and Beyond: Implementation and Interventions 

Have the Change Team compile the Priority Change Topics and Methods necessary for 
making the change and present them to the executive staff  
Discuss the administrative protocols necessary for implementing the changes  
Determine the plan of action and set up a reasonable timeline for implementation  
Keep employees informed about changes as they occur through meetings, newsletters, or 
intranet publications  
Resurvey to document the effectiveness of the change  
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APPENDIX G 
 

SUMMARY OF HOUSE BILL 7, 79TH LEGISLATURE, BY ARTICLE 
 
 
In the last days of the 79th Legislative session, a compromise was reached on the two competing 
workers’ compensation reform bills, Representative Solomons’ House Bill 7 and Senator Staples’ 
Senate Bill 5.  The compromise Bill, numbering almost 400 pages, was passed by the House and 
Senate using House Bill 7 as the vehicle, and incorporates numerous changes of interest to those 
working in the field of workers’ compensation.   
 
The following summary is a general description of the content of the legislation, and does not 
represent a comprehensive analysis of all changes or the resulting impact of the Bill. The reader is 
cautioned that this summary is not intended as a substitute for the text of the Bill and should not be 
relied upon exclusively as a complete abstract of its contents.  Many aspects of the Bill are 
dependent upon TDI promulgation of administrative rules, which may ultimately change the scope 
and character of the statutory provisions as described here, and/or expand requirements applicable to 
system participants.  Note further that this summary has been specifically untaken in the context of 
the program administered by the State Office of Risk Management and excludes analysis of 
provisions which are not applicable to that program. 
 
 
Article One: 
 
The TWCC is abolished and its administration duties are transferred to a new Division of Workers’ 
Compensation (Division) within the Texas Department of Insurance (Department).  The 
Department is the agency designated to oversee the workers’ compensation system, but the Division 
operates under separate authority and is formally administratively attached to Department. 
 
The Governor appoints a Commissioner of Workers’ Compensation for a two-year term.  The 
Commissioner of Insurance and the Commissioner of Workers’ Compensation may delegate duties 
to one another. 
 
Subsection B codifies the goals of the workers’ compensation system, including that injured 
employees shall be treated with dignity and respect, have access to fair dispute resolution and high-
quality medical care, and receive return to work services.  Legislative intent is also codified, 
including specifying the system must promote safe workplaces, encourage return to work, provide 
appropriate benefits and medical care, minimize disputes, and address compliance. 
 
Article Two: 
 
This Article relates to the general powers and duties of the Division and contains limited substantive 
change. 
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Article Three: 
 
This Article relates to the general operation of the workers’ compensation system.  The concept of 
“evidence based medicine” and reasonableness of health care are new additions to definitions 
codified in the statute.  The definition of intoxication in existing Texas Labor Code §401.013 is 
modified, creating a rebuttable presumption of intoxication on a positive blood test or urinalysis. 
 
The Office of Injured Employee Counsel (OIEC) is established in new Texas Labor Code Chapter 
404.  The OIEC takes over the Ombudsman program, and acts as an injured employee advocate in 
other matters.  The Governor appoints the Injured Employee Public Counsel for a two-year term. 
 
This article also formally creates the Workers’ Compensation Research and Evaluation Group 
(Group) under the Department.  This unit was formerly known as the separate Research and 
Oversight Council on Workers’ Compensation before its functions were absorbed by the Department 
in 2003.  The article delineates the Group’s powers and duties.  
 
The changes to Texas Labor Code Chapter 408 in Article 3 of the bill are significant.  Texas Labor 
Code §408.004 is amended to provide that Required Medical Examinations (RME) may no longer 
be utilized to determine extent of injury, nor may temporary income benefits be discontinued when 
an injured worker fails to submit to such an examination, or when the RME doctor indicates the 
injured employee may return to work immediately or has reached Maximum Medical Improvement.   
 
The bill amends Texas Labor Code §408.0041 to extend the Designated Doctor’s (DD) authority to 
resolve questions of extent of injury, whether disability is a direct result of the injury, the 
employee’s ability to return to work, and “similar” issues, in addition to the previous authority to 
opine on Maximum Medical Improvement (MMI) and Impairment Rating (IR).5  The DD’s report 
on each of these issues is accorded presumptive weight and the carrier is required by statute to pay 
benefits based on the DD’s opinion unless otherwise ordered by the Commissioner.  However, the 
standard for overcoming the presumptive weight of the DD has been changed to a “preponderance,” 
rather than great weight.6  Contrary to the RME provisions, a carrier may suspend benefits for 
failure to appear at a DD examination without good cause.  Additionally, failure to appear at a DD 
appointment is subject to a possible fine of not more than $10,000.00.  (The Article also requires the 
Division to adopt rules requiring written notice to be provided at the conclusion of an examination in 
which MMI or IR is assigned which provides information on how to dispute those findings.) 
 
A new concept introduced in Texas Labor Code §408.0042 is a medical examination to define the 

                                                 
5 With respect to SIBs entitlement after eight quarters, DD’s also retain the preexisting authority to address whether an 
employee’s condition has improved sufficiently to allow the employee to return to work.  Because the DD is given the 
broader authority to address all direct result issues, a similar limited provision dealing only with SIBs was deleted from 
existing Texas Labor Code §408.151.  The same presumptive weight and preponderance standard apply. 
 
6 See also new Texas Labor Code §408.1225, which addresses adoption of rules for DD requirements, and 
amended Texas Labor Code §413.044, allowing for a review of the quality of DD decisions and providing for 
sanctions. 
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compensable injury.  This examination, conducted by the Treating Doctor on the request of the 
carrier and order of the Division, must detail all injuries and diagnoses related to the compensable 
injury.  On receipt, a carrier must accept all or dispute specific injuries and diagnoses.  Accepted 
injuries or diagnoses may only be retrospectively reviewed for medical necessity.  Any treatment 
for injuries or diagnoses that are not accepted must be preauthorized before the treatment is 
rendered.7  If preauthorization is denied because the injury or diagnoses are unrelated to the 
compensable injury, the provider or employee may file an extent of injury dispute.   
 
The Article modifies the approved doctor concept, providing for a Division maintained list of 
approved doctors (ADL) and rules respecting registration and training until 09/01/07, although the 
Commissioner may waive the application of such requirements.  After that date, the Division is to 
promulgate rules establishing reasonable requirements regarding training, testing, and financial 
disclosure.  Failure to adhere to these requirements is subject to an administrative violation.  
Providers who were not admitted, suspended, or removed from and not restored to the ADL before 
09/01/07 are ineligible to provide health care to or receive direct or indirect payment for treatment of 
injured workers.  The Division is also required to adopt rules pertaining to peer review doctors, 
which may include standards and sanctions.  Peer review doctors must be licensed in Texas. 
 
The Division is also required to adopt rules regarding electronic billing by providers and, after 
01/01/08, electronic payment by carriers.  The Commissioner may grant exceptions to carriers and 
providers unable to submit or accept electronic billing; notably, no exception authority is provided 
respecting electronic payment requirements. 
 
Respecting the submission and payment of medical bills, the Article amends Texas Labor Code 
§408.027 to provide that providers must submit claims for payment not later than the 95th day after 
the date of service.  Currently, providers have approximately one year to submit claims for such 
payment.  Failure to timely submit is a waiver of the right to payment.  The time for a carrier to take 
action is unchanged at 45 days, although this period may be extended to 160 days in the event the 
carrier elects to audit (during which time the carrier must pay 85% of fee guideline amount for the 
services, or 85% of the contract rate if the service was provided through a network).  Payments may 
be recovered from the employee’s health insurance carrier “or other person obligated for the cost” in 
the event an injury is determined to be non-compensable.  The converse is also true should the 
injury be determined compensable – parties may recover paid expenses from the workers’ 
compensation insurance carrier.  
 
Reimbursement by health care providers for payments made for inappropriate care require 
notification of the provider in writing and a refund demand.  Providers are required to appeal this 
determination within 45 days if in disagreement, and the carrier has 45 days from filing to act on the 
appeal. 
 

                                                 
7 On the larger issue of preauthorization, note that Texas Labor Code §413.014 is amended later in the Article, 
specifically providing that when a treatment or service is preauthorized, the carrier may not retrospectively review the 
treatment or service for medical necessity. 
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The Article also mandates the Division adopt by rule a closed formulary for pharmaceuticals.  The 
Division is required to adopt rules for appeals for drugs not included in the formulary that are 
necessary to treat the compensable injury.  The Division is also required to adopt a fee schedule for 
pharmacy and pharmaceutical services.  Carriers will be required to reimburse according to this fee 
schedule, unless other rates have been negotiated by contract. 
 
With regard to indemnity benefits, the Article makes changes to length of the waiting period for 
payment of the first week of lost time, and the way Average Weekly Wage (AWW) maximum and 
minimum benefits are calculated.  First, the length of the waiting period for payment of the first 
week of TIBs is reduced by the Article from four weeks to two weeks of lost time.  Second, after 
10/01/06, maximums and minimums will be calculated using the Texas Workforce Commission’s 
State Average Weekly Wage for all employment (formerly, manufacturing production only), and 
multiplies that dollar amount by 88%.8  That figure is the new State Average Weekly Wage 
(SAWW), and establishes the cap for TIBs, DIBs and LIBs weekly payment amounts.  The cap for 
IIBs and SIBs payments remains at 70% of the SAWW.  Minimum benefit rates continue to be 
calculated by multiplying SAWW by 15%. 
 
Previously, the edition of the AMA Guides to Permanent Impairment required to be used in 
certifications of IR was mandated exclusively by the statute.  For the first time the statute provides a 
subsequent edition of those guides may now be adopted by rule alone. 
 
New Texas Labor Code §408.1415 respecting Supplemental Income Benefits and work search 
compliance standards is intended to provide standards for the development of Division rules 
respecting the concept of good faith effort.  Those rules must now incorporate provisions for active 
effort, including active participation in vocational rehabilitation program conducted by the 
Department of Assistive and Rehabilitative Services or private provider, active participation in job 
searches through the Texas Workforce Commission, or active work search efforts documented by 
job applications.  The rules must specify the level of activity, define the number of job applications 
required, and consider availability of employment. 
 
Fundamental changes to the administrative violations structure are also provided throughout this 
Article.  Classes of violations are eliminated along with the specific schedule of penalties, as is the 
requirement that a violation be “willful and intentional.”  Instead, the Division must consider the 
seriousness of the violation, the history/extent of previous violations, any demonstrated good faith in 
rectifying consequences, and the penalty necessary for deterring future violations.  The Division is 
required to consider “to the extent reasonable” the economic benefit resulting from the prohibited 
act.  Penalties may not exceed $25.000.00 per day per occurrence, and each day constitutes a 
separate violation. 
 
Dispute resolution provisions have also undergone some modification.  The statute will now 

                                                 
8 The SAWW is statutorily set at $540 until 10/01/06.  With respect to the percentage multiplier, and notwithstanding 
the 88% discussed above, Texas Labor Code §408.047(c) specifically provides that the commissioner may by rule 
increase the SAWW to an amount not to exceed 100%. 
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provide authority for conducting Benefit Review Conferences (BRCs) by telephone, on agreement 
by the injured employee.  Benefit Review Officers (BROs) will be required to complete at least 40 
hours of dispute resolution training.  In order for a BRC to be set, the party requesting the BRC must 
provide evidence of prior efforts made to resolve the dispute, and guidelines will be adopted by the 
Division in this regard.  The Article further limits the number of BRCs to two, and removes the 
BRO’s authority to make resolution and benefits recommendations.  BROs will also no longer have 
the authority to issue interlocutory orders at BRCs, although Division staff designated by the 
Commissioner may do so when determined to be appropriate.9 
 
The Contested Case Hearing (CCH) procedures are unchanged in the statute, but the Article 
changes the Appeals Panel (Panel) process substantially.  The Panel is limited to three members in 
total, and is charged with publishing a precedent manual with precedent-establishing decisions and 
‘other information’ identified by the Panel.  The Panel will now only issue written decisions when 
reversing or remanding CCH decisions.  Judicial Review procedures are largely unmodified, 
although a new provision is made that records of the CCH are now specifically admissible at trial. 
 
The statutorily mandated division of medical review is discontinued, but the functions of that 
division are continued within the Division of Workers’ Compensation, including additional 
requirements to monitor Independent Review Organizations (IROs) and to adopt rules and impose 
sanctions respecting those IROs.  New Texas Labor Code §413.032 is introduced later in Section 
3.247 of the Article, establishing minimum standards for IRO decisions, including providing in 
the report a complete list of all medical records and documents reviewed, a description and source of 
the screening criteria or clinical basis used in the decision, and an analysis and explanation for the 
decision which includes findings and conclusions, and a description of the reviewer’s qualifications. 
 The IRO must further certify there are no known conflicts of interest. 
 
The adoption of Treatment Guidelines and Return to Work Guidelines by the Division is 
mandatory.  Treatment guidelines and protocols must be evidence-based, scientifically valid, and 
outcome-focused.  Treatment may not be denied solely because the treatment is not specifically 
addressed by these adopted guidelines.  Disputes involving treatment plans will be appealed through 
the IRO process.  The adoption of rules relating to disability management to promote appropriate 
and timely care to maximize outcomes is permissive, but compliance with any such promulgated 
rules will be mandatory. 
 
A corollary concept, skilled case management, provides that carriers are required to evaluate a 
compensable injury in which an employee sustains lost time, and assign appropriately licensed case 
managers as necessary.  Claims adjusters are prohibited for serving as case managers. 
 
Respecting rules relating to pharmaceutical payments, the Division is required to authorize 
pharmacies to use agents or assignees to process claims and act on the behalf of the pharmacies 
under the terms and conditions agreed on by the pharmacies. 
 

                                                 
9 The only limitation to the designation by the Commissioner is that the staff member may not be the BRO assigned 
or to be assigned in the matter. 
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The medical dispute resolution process is substantially changed.  Previously, parties aggrieved by 
medical dispute determinations of the former Texas Workers’ Compensation Commission could 
appeal the decisions to the State Office of Administrative Hearings (SOAH), and the 
determinations were not binding during such an appeal.  The Article removes the right to appeal to 
SOAH (except for matters involving compliance violations) and specifies that the determinations of 
the Division are binding during the pendency of a dispute.  Such matters must now be taken directly 
to judicial review. 
 
The Article also mandates that carriers are required to establish a single point of contact for injured 
employees and establishes new Texas Labor Code Chapter 419 relating to the misuse of the Division 
name or logo, or the state seal.  Other provisions of this Article not directly applicable to the state 
employee workers’ compensation program administered by the State Office of Risk Management 
include an amendment to existing Texas Labor Code §406.033 respecting post-injury waivers, 
providing that injured workers may not waive their right to recover damages from an uninsured 
employer except when specific statutory provisions have been met.  Additional provisions not 
affecting employers covered by the Office’s program deal with certified self-insurer and 
maintenance tax issues, and the Return to Work Pilot Program.  
 
Article Four: 
 
Article 4 is new Texas Insurance Code Chapter 1305, dealing exclusively with the establishment of 
Workers’ Compensation Health Care Networks, cited as the Workers’ Compensation Health 
Care Network Act. 
 
In general, the stated purpose of this Act is to authorize the establishment of networks to provide 
workers’ compensation medical benefits and provide standards for certification, administration, 
evaluation and enforcement of the delivery of services by those networks. 
 
Establishment of a network is elective.  The Department is responsible for certifying entities 
wishing to operate as a network.10  Once established and all notification requirements have been met, 
an injured worker must comply with all network requirements.  Carriers will only be liable for out-
of-network health care that is due to emergency, or that is provided to an employee who does not 
live within a network service area or is the result of an approved referral from an in-network 
treating doctor. 
 
Network doctors may not serve as Designated Doctors or perform Required Medical 
Examinations for injured employees receiving care within that network.  Pharmaceutical services 
are also prohibited from being delivered through the network. 
 
A network cannot enter into a contract with another entity to manage the network unless the contract 
is filed with the Department and approved.  That contract must comply with specific requirements, 
including notification that the contract cannot be canceled without cause on less than 90 days notice, 

                                                 
10 For a detailed description of the certification process and requirements, see new Texas Insurance Code §1305.052 
- .054. 
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sent simultaneously to the Commissioner of Insurance, and that the network will continue to be 
responsible for performing in accordance with statute and rules with oversight and monitoring by the 
carrier.  The Commissioner of Insurance may disapprove a management contract is the person is not 
trustworthy, competent, experienced and free from conflict of interest, or if the management 
contractor fails to maintain in force a $250,000.00 or greater fidelity bond on its officers and 
employees.11 
 
The network is responsible for determining the specialty or specialties of doctors who may serve as 
treating doctors.  Injured employees must select a treating doctor from the network’s list in the 
service area.  Injured employees treating with a non-network provider for an injury which occurred 
prior to establishment of the network must select a network provider within 14 days after the carrier 
notifies the employee of all relevant network requirements.12  The network may assign a treating 
doctor if the injured employee fails to make a selection within 14 days after complying notice. 
 
The network must prescribe the manner of selecting an alternate treating doctor within the 
network, and may not deny the selection of an alternate treating doctor.  However, subsequent 
changes must be authorized by the network based on specific procedures and criteria, including 
considerations of whether the treatment has been medically appropriate and whether there is a 
conflict jeopardizing or impairing the doctor-patient relationship. 
 
Doctors, who are salaried by the employer, have provided emergency care, or who provided care 
before the employee enrolled in the network do not constitute an initial choice of treating doctor.  
Referrals; selections of alternate treating doctors because of death, retirement, or leaving from the 
network of the original treating doctor; or the change of address of the injured employee, will not 
constitute selection of an alternate or subsequent treating doctor.  
 
Networks are required to provide that a network nonprimary care physician specialist may be 
approved by the network’s medical director as the treating doctor for chronic, life-threatening 
injuries or chronic pain.  An injured employee’s application to the medical director must include 
certification of medical need by the specialist and be signed by both the specialist and the injured 
employee. 
 
Non-network primary care physicians who were providing care to an employee prior to an injury 
may serve as an injured worker’s treating doctor if the doctor agrees to abide by all the terms of the 
network’s contract.  Any change of doctor from such a primary care physician, however, must be to 
a network doctor. 
 
Each network must maintain a toll-free telephone service to address care and respond to requests 
for information, including adverse determinations.  The network must be able to record messages 
                                                 
11 In lieu of the fidelity bond, the Commissioner of Insurance may accept evidence of deposit of cash or liquid 
securities with the Comptroller of Public Accounts. 
 
12 The notice must contain all information required by Texas Insurance Code 1305.451, including a detailed written 
description, in English and Spanish, of the terms and conditions for obtaining health care in the network.  Please 
refer to pages 319 through 322 of the Bill text for a complete list of information required in this notice. 



83 

outside normal business hours, and must respond to those messages within two business days after 
receipt or any required additional information is received. 
 
The network contract requirements between both the network and providers (Texas Insurance 
Code §1305.152, et seq.) and the network and carriers (Texas Insurance Code §1305.154, et seq.) are 
exacting and specific.   
 
Network-Provider contracts must contain a hold-harmless clause prohibiting the direct billing of 
injured workers, acknowledge adherence to treatment guidelines, provide for continuity of 
treatment for life-threatening or acute conditions, provide for appeals process regarding 
termination of provider status, and include any other elements prescribed by the Commissioner by 
rule.   
 
Provider reimbursement is determined by the network-provider contract.  Payment may not be 
denied for services preauthorized by the carrier or the network for medical necessity.  Out-of-
network providers are to be reimbursed as provided by the general Workers’ Compensation Act and 
the rules of the Division. 
 
The carrier must notify the network in writing if it disputes the compensability of an injury.  
Payment may not be denied on the basis of compensability for services rendered before this 
notification.  If the determination of non-compensability is upheld, the carrier’s liability for payment 
is limited to a maximum of $7000.00 for those services rendered before the notice was issued. 
 
Network-Carrier contracts must contain a description of the functions delegated to the network, 
state the requirement that the network comply with relevant law, provide that the contract may not 
be terminated without cause with less than 90 days notice (but must be terminated immediately for 
cause), include a hold-harmless prohibiting any party from the direct billing of injured workers, 
state the carrier retains ultimate responsibility for ensuring performance of all functions, state the 
network’s role subject to oversight and monitoring by the carrier, require at least monthly data 
exchange appropriate for compliance with audit and reporting requirements, establish a contingency 
plan under which the carrier would reassume one or more functions of the network in the event of 
termination of the contract,13 require any delegation of the network of any function to a third party 
be in writing and subject the third party to the requirements of Texas Insurance Code Chapter 1305, 
require the network to provide the Department with the license number of any delegated third party 
that is required to have a license, acknowledge compliance requirements and carrier oversight and 
monitoring is applicable to any delegated third party and that failure to comply authorizes the carrier 
or network to cancel the delegation, require information from the delegated third party sufficient to 
provide information to employees as required by Texas Insurance Code §1305.451, and permit the 
Commissioner to examine any information relevant to third party delegation and performance.14   
                                                 
13 Functions required to be addressed in the contingency plan are payments to providers and notification to 
employees, quality of care, utilization review, retrospective review, and continuity of care (including a plan for 
identifying and transitioning employees to new providers). 
 
14 These contracts are confidential and not subject to disclosure as public information under Chapter 552, Government 
Code.  Parties to the contract may not sell, lease or transfer information regarding the payment or reimbursement terms of 
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Carriers may not reimburse providers on a discounted fee basis unless there is a direct contract with 
the provider or a network that has contracted with the provider, or the provider has agreed to the 
contract and terms.   
 
If a carrier becomes aware of information indicating any party to the contract is violating the 
contract or is operating in a condition that constitutes a hazard to employees, the carrier must notify 
the network and request a written explanation of the noncompliance or condition.  The carrier must 
also notify the Commissioner and provide the Department with all copies of correspondence for 
review.  The network must respond within 30 days after receipt of notice.  The Department will 
report to the carrier and the network the results of its review and required actions.  The Department’s 
authority is broad.  The Department may order a carrier to reassume all or some of the functions 
performed or delegated by the network, cease coverage of employees through the network, 
implement the contract contingency plan, or terminate the carrier’s contract with the network.  The 
carrier retains financial responsibility for compliance with statutory and regulatory requirements.  
Both the network and the carrier have 30 days to respond to the Department’s report. 
 
The Article specifies financial requirements for the networks (Texas Insurance Code §1305.201) 
and provides for periodic examination of the network (including its providers and contracted third 
parties) by the Department (Texas Insurance Code §1305.251-.252). 
 
Networks are also required to have a chief executive officer or operations officer to administer the 
network and ensure compliance, and develop and enforce policies and procedures.  Networks must 
also have a medical director who is an occupational medicine specialist (or who employs or 
contracts an occupational medicine specialist).  The medical director must be available to address 
complaint, clinical, and quality improvement issues; be actively involved in quality improvement; 
and comply with network credentialing requirements. 
 
Networks must define one or more service areas within the state and demonstrate to the Department 
the ability to provide continuity, accessibility, availability and quality of services for specific 
counties and zip code areas, and provide a complete provider directory to policyholders.15 
 
With respect to accessibility and availability requirements, the network must ensure that its provider 
panel includes an adequate number of treating doctors and specialists who are available and 
accessible 24 hours a day, seven days a week, within the network service area.  The network must 
also provide sufficient numbers and types of health care providers to ensure choice, access, and 
quality of care.  Further, an adequate number of providers must have admitting privileges at one or 
more network hospitals within the network service area. 
                                                                                                                                                             
the contract, except to the commissioner, without the express authority of and prior notification to the other contracting 
parties. 
 
15 The term ‘policyholder’ is not defined, nor used elsewhere in the Act.  It is unclear whether the term refers to the 
employer and/or the employee in this context.  But see below the summary of the employee information and 
responsibilities requirements which may satisfy both. 
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Services required to be provided by the network in the service area include hospital, physical and 
occupational therapy and chiropractic services, and emergency care.  Referrals to specialists 
must be provided not later than the last day of the third week after a request in non-emergencies. 
 
In terms of service area, the distance from any point in the network’s service area to the point of 
service by a treating doctor or general hospital cannot be greater than 30 miles in non-rural areas and 
60 miles in rural areas.  Specialists must be available within 75 miles.  If the network is not 
compliant with these requirements, it must file an access plan at least 30 days before 
implementation of the plan.16  However, networks may not be required to expand service to 
accommodate employees who live outside the service area. 
 
Networks are required to develop a quality improvement program, in writing, to evaluate quality 
and appropriateness of care which includes return to work and medical case management 
programs.  The program must also provide for a peer review action procedure for providers.  The 
network is also responsible for implementing a documented process for the selection and retention 
of contracted providers (subject to Department rules) and the case management program must have 
certified case managers.  The network is responsible for the program and is required to appoint a 
committee that includes network providers.  The committee approves the program and an annual 
quality improvement plan, 17 meets at least annually, and reviews the annual written report on the 
program.18 
 
Treatment guidelines, return to work guidelines, and individual treatment protocols must be 
adopted by the network, and must be evidence-based, scientifically valid, and outcome focused.  The 
guidelines and protocols must be designed to reduce inappropriate or unnecessary care, but 
safeguard necessary care.  Treatment may not be denied solely because the treatment is not 
specifically addressed by the adopted treatment guidelines.   
 
Utilization review and retrospective review must be consistent with the network’s treatment 
guidelines.  The preauthorization requirements of Texas Labor Code §413.014 do not apply to 
network health care services. Preauthorization requirements and processes may be provided as part 
of the network contracts, but must comply with the requirements of Texas Insurance Code Chapter 
1305, Subchapter H, and Commissioner rules.  Preauthorization may not be required for emergency 
services.  All retrospective review is to be based on written screening criteria and must be 

                                                 
16 An “access plan” is not specifically defined.  It appears the Department will promulgate rules respecting such 
plans. 
 
17 The work plan must reflect the type of services and populations served by the network in terms of age groups, 
disease or injury categories, and special risk status. 
 
18 Additional Department rules respecting determinations of effectiveness are implied by the provisions of Texas 
Insurance Code §1305.303(c). Texas Insurance Code §1305.303(g) requires the written report to include completed 
activities, trending of clinical and service goals, analysis of program performance, and conclusions regarding 
effectiveness. 
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performed under the direction of a physician.   
 
The employee or the employee’s representative must be notified of all utilization review and 
retrospective review determinations.  For adverse determinations, the notice must include the 
principal reasons, the clinical basis, a description of the source of the screening criteria used, the 
procedure for reconsideration, and the availability of independent review.  Preauthorization 
requests must be responded to by the third calendar day after receipt of the request, except for 
concurrent hospitalization which is due within 24 hours of receipt, and post-stabilization 
treatment or a life-threatening situation, which is due “within the time appropriate to the 
circumstance,” but not to exceed one hour from receipt. 
 
The reconsideration procedure for adverse determinations must be in reasonable and in writing, 
and include that the reconsideration must be performed by a provider other than the provider who 
made the original adverse determination, that the employee or representative of the employee has 30 
days to request reconsideration either orally or in writing, that the network will send an 
acknowledgement of the request within five calendar days and notify the requesting party of any 
required documents, that the network will issue a decision (response) that explains the resolution,19 
and that determinations will be made not later than 30 days after receipt of the request.   
 
An expedited reconsideration procedure must also be made available for post-stabilization 
treatment or a life-threatening situation, and for denials of continued hospitalization.  The 
procedure must provide for review by a provider other than the provider who made the original 
adverse determination, but who must be of the same or similar specialty as a provider who 
typically manages the condition, procedure or treatment under review.  The time allowed for 
expedited reconsiderations may not exceed one calendar day from the receipt of all necessary 
information.  Notwithstanding, employees with life-threatening conditions are entitle to immediate 
review and are not required to comply with reconsideration procedures. 
 
Requests for independent review of an adverse determination are required to be made within 45 
days after the date of denial of a reconsideration for health care requiring preauthorization or 
concurrent review, or retrospective medical necessity review.  The Department will assign the IRO 
and the carrier is responsible for the costs of independent review.  The IRO must be provided with 
any medical records of the employee relevant to the review, any documents used by the utilization 
review agent in making the determination, the determination response (see footnote 15), any 
documentation submitted in support of the request for reconsideration, and a list of the providers 
who provided care to the employee that may have records relevant to the review.  Parties aggrieved 
by the decision of the IRO may seek judicial review, but the decision of the IRO is binding during 
the pendency of any appeal. 
 
Networks are also required to provide a complaint system.  The procedures implemented by the 
network may require the filing of a complaint within 90 days after the event that is the basis for the 

                                                 
19 The decision must include a statement of the specific medical or clinical reasons for the determination, the 
medical or clinical basis for the decision, the professional specialty of any provider consulted, and notice of the 
party’s right to IRO 



87 

complaint, and must include a process for notice and appeal.  The network must acknowledge 
receipt of a complaint within seven calendar days and provide a description of complaint procedures 
and deadlines.  Complaints must be resolved within 30 days of receipt.  The network must also 
maintain for three years after the date of the complaint a complaint and appeal log, subject to 
complaint classification requirements adopted by rule of the Commissioner, a copy of which the 
complainant is entitled.  Networks are prohibited from taking retaliatory actions against employees 
or employers filing complaints.  All providers contracting with the network must be required by the 
contract to post a notice of the network’s complaint process in the provider’s office, and include “the 
department’s”20 toll-free number for filing a complaint. 
 
Texas Insurance Code Chapter 1305 also contains a subchapter on employee information and 
responsibilities.  Carriers are required to provide employers, and the employers are required to 
provide its employees, with written descriptions of the terms and conditions for obtaining health 
care in the network.  The description must be in plain language English and Spanish,21 and must 
include a statement that the entity providing health care is a workers’ compensation health care 
network, contain the network’s toll-free number and address for additional information, state that in 
the event of an injury the employee must select a treating doctor from the network’s list or select a 
pre-existing primary care physician who agrees to abide by the terms of the network, state that all 
referrals must be made through the treating doctor with the exception of emergency services, and 
explain that network providers cannot bill the employee except when the employee fails to obtain 
network approval for non-network provider services.  The description must contain information on 
how to obtain emergency care, provide the list of health care services requiring preauthorization or 
concurrent review, and explain continuity of treatment in the event of the treating doctor’s 
termination from the network.  The description must also describe the network’s complaint process, 
including the prohibition against retaliation against the employee or the provider for filing a 
complaint.  Finally, the description must explain the carrier or network procedures relating to 
adverse determinations and the IRO process, provide a quarterly-updated list of all network 
providers,22 and describe the network’s service area.  The network must provide the carrier with all 
information necessary to comply with these requirements. 
 
The Department’s Research and Oversight Group will evaluate the impact of networks and report to 
the legislature by December 1 of each even-numbered year.  The Group is required to issue 
consumer report cards comparing the quality, costs, availability and other factors of networks.23 
 
Finally, Texas Insurance Code Chapter 1305 provides the Commissioner may compel the production 

                                                 
20 In Texas Insurance Code Chapter 1305, “department” refers to the Texas Department of Insurance.  It is unclear 
whether this provision is actually intended to advise parties of the option to file a complaint directly with TDI. 
 
21 The statute also requires the description be in “any additional language common to an employer’s employees.” 
 
22 The list must include the names and addresses of the providers, limitations of accessibility and referrals to 
specialists, and a disclosure of which providers are accepting new patients. 
 
23 The report card must include evaluation of employee access to care, return to work outcomes, health-related 
outcomes, employee satisfaction with care, and costs and utilization of health care. 
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of documents or other information and may initiate proceedings against any parties operating in 
violation of Chapter 1305 or applicable provisions of the Labor Code.  The Commissioner may also 
suspend or revoke any certificates issued, impose sanctions, issue cease and desist orders, and/or 
impose administrative penalties. 
 
Article Five: 
 
This Article relates to rates and underwriting requirements, and is not applicable to the program 
administered by the State Office of Risk Management. 
 
 
Article Six: 
 
This Article contains conforming amendments to the Government Code, Insurance Code, Health and 
Safety Code, and Occupations Code necessary because of the transfer of duties from the Texas 
Workers’ Compensation Commission to the Texas Department of Insurance and the Division of 
Workers’ Compensation. 
 
Article Seven: 
 
Article 7 repeals the following provisions of existing statute: 
 
Subdivision (2), Section 1, Article 5.76-3, Insurance Code, relating to definitions pertaining to 
the Texas Mutual Insurance Company;                                    

 
§401.002, Labor Code, relating to application of the Sunset Act to TWCC;                                    
          
 
§§402.0015, 402.003, 402.004, 402.005, 402.008, Labor Code, relating to provisions applicable 
to TWCC commissioner members; 

 
§402.006, Labor Code, relating to prohibited gifts to members or employees of TWCC;               
                               
 
§§402.007, 402.009, 402.010, 402.011, 402.012, Labor Code, relating to meetings of TWCC;      
                                        
 
§402.025, Labor Code, relating to audit of TWCC financial transactions; 

 
§402.062(b), Labor Code, relating to acceptance of gifts, grants and donations by TWCC;            
                 
 
§§402.063, 407.001(2), 407.022, 407.122(c), Labor Code, relating to the Executive Director of 
TWCC;                                           
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§407.021, Labor Code, relating to the TWCC division of self-insurance regulation; 
   
§§408.0221, 408.0222, 408.0223, Labor Code, relating to the Health Care Network Advisory 
Committee and the Regional Health Care Network Pilot Program and Voluntary Networks; 
 
§§410.001, 401.004, Labor Code, relating to the TWCC division of hearings;                                
             
 
§411.001(1), Labor Code, relating to the TWCC division of workers' health and safety; 

 
Subchapters D and G, Chapter 411, Labor Code, relating to the hazardous employer program and 
policy for elimination of drugs in the workplace;  
 
§411.062, Labor Code, relating to field safety representative qualifications;                                   
          
 
§411.063(b), Labor Code, relating to accident prevention personnel qualifications;                       
      
 
§411.067(b), Labor Code, relating to safety inspector personnel qualifications;                             
 
§411.102(1), Labor Code, relating to the director of the TWCC division of health and safety;       
                     

 
§413.001, Labor Code, relating to the TWCC division of medical review;                                      
       
 
§413.005, Labor Code, relating to the medical advisory committee;  
 
§414.001, Labor Code; relating to the TWCC division of compliance and practices;                      
                   
 
§505.001(a)(1), Labor Code, defining “Commission.” 
 
Article Eight: 
 
This Article abolishes the Texas Workers’ Compensation Commission on 09/01/05, and establishes 
the Division of Workers’ Compensation on that date.  All powers, duties, obligations, rights, 
contracts, funds, unspent appropriations, records, real or personal property, and personnel are to be 
transferred to the Division not later than 02/28/06.  The Governor is required to appoint the 
Commissioner of Workers’ Compensation not later that 10/01/05. 
 
The Office of Injured Employee Counsel is established on 09/01/05, with all required rules to be 
adopted not later than 03/01/06.  The Texas Department of Insurance is required to provide the 
OIEC with office space, personnel services, computer support, and other administrative support not 
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later than 10/01/05.  All powers, duties, obligations, rights, contracts, funds, unspent appropriations, 
records, real or personal property, and personnel related to the ombudsman program are to be 
transferred to the OIEC not later than 03/01/06. 
 
The first report of the Workers’ Compensation Research and Evaluation Group is due not later than 
12/01/08. 
 
This Article continues in effect all policies, procedures and decisions of TWCC until suspended by 
the Commissioner of Insurance or the Commissioner of Workers’ Compensation.  The same is 
applicable for policies, procedures or decisions respecting the ombudsman program, until superseded 
by an act of the OIEC Public Counsel. 
 
Rules related to the transfer of workers’ compensation programs must be adopted not later than 
12/01/05.  The OIEC is required to adopt transfer rules by 03/01/06. 
 
All rules currently in effect remain in effect as the rules of Division or OIEC, as appropriate, until 
superseded by new adopted rules.  Rules may be adopted on an emergency basis pursuant to 
Government Code §2001.034 without the necessary written findings required by that section.24 
 
Medical examination rules required by Texas Labor Code §§408.004 and 408.0041 must be 
adopted on or before 02/01/06.  Those statutory provisions are not effective until the date the rules 
specifically provide. 
 
Electronic billing rules required by Texas Labor Code §408.0251 must be adopted by 01/01/06. 
 
The accrual of right to income benefits changes required by Texas Labor Code §§408.047 (AWW 
calculation) and 408.082 (reduction in waiting period) are effective only for injuries on or after 
09/01/05. 
 
The Medical Advisory Committee is abolished on 09/01/05. 
 
The State Office of Administrative Hearings may no longer accept medical dispute appeals 
beginning on 09/01/05.  All matters which are not already pending before SOAH by 08/31/05 will 
not be subject to SOAH’s jurisdiction. 
 
Workers’ Compensation Health Care Network rules must be adopted by 12/01/05.  Applications 
must be accepted beginning on 01/01/06.  Carriers may begin to offer network services only after 
certification by the Commissioner of Insurance. 
 
The network provisions and requirements of Article 4 apply to any claim, regardless of date of 
injury, if the carrier enters into an approved network contract. 
 

                                                 
24 The finding generally must be that there is imminent peril to the public health, safety, or welfare, or a 
requirement of state or federal law, that requires adoption of a rule on fewer than 30 days notice 
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Violations and sanctions provided for in the Bill are effective only for offenses and violations 
committed on or after 09/01/05.  An offense or violation occurs before 09/01/05 if any element of 
the offense or violation occurred before that date, and the former law is continued in effect 
respecting any violation or sanction. 
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APPENDIX H 
 

EXCERPT FROM THE STATE OFFICE OF RISK MANAGEMENT  
SUNSET SELF-EVALUATION REPORT 

 
IX. Policy Issues 
 
1. Statutory Clarification/Consolidation 
 

 
A. Brief Description of Issue #1 

 
Should Chapters 412 and 501, Texas Labor Code, be clarified and/or consolidated? 
 

 
B. Discussion of Issue #1 

 
Implementation of the Insurance Purchasing Program authorized by H.B. 1203, 77th Legislature, has met with 
reluctance by some client agencies to fully comply with mandates therein.   
 
Chapter 412 provides that agencies subject to Chapter 501 of the Texas Labor Code may not purchase 
property, casualty, or liability insurance coverage without the approval of the Board of the State Office of 
Risk Management.  During the 79th Legislative session, an opinion letter from the Legislative Counsel from 
2001 created some confusion about the Legislature’s intent with regard to the participation of higher 
education in the insurance purchasing program.   That opinion held that the Legislature did not intend to 
include institutions of higher education in the scope of Chapter 412 and the opinion was recently forwarded to 
the Office as justification for noncompliance when a higher education institution purchased an unauthorized 
policy after the purchase was denied by the Office.  After reviewing the Legislative record and visiting with 
the leadership, it was ultimately, if informally, confirmed that there was not specified intent to exempt all 
higher education institutions.  However, it is not the statute itself which makes this clear and the matter 
continues to present the possibility of a potential misunderstanding. 
 
Chapter 412 exempts state agencies “that had medical malpractice insurance coverage, workers' compensation 
insurance coverage, or other self-insurance coverage with associated risk management programs before 
January 1, 1989.”  Historically, this has been understood to refer to A&M, UT, and TxDOT given the specific 
Labor Code chapters (502, 503, and 505, respectively) associated with those self-insurance programs.  It is 
also understood from review of legislative history and statutory provisions that Texas Tech University is 
included in this exemption (it is noted, however, that Texas Tech is specifically made subject to Chapter 501, 
creating a circular logic problem).  The general nature of the exemption has led to some confusion regarding 
which agencies the Legislature continues to intend to exempt from the provisions of Chapter 412, and is 
further complicated by qualified exemptions from the chapter secured by agencies in other statutes (e.g., ERS 
and TRS, discussed above). 
 
Further, because the Office was created through the merger of divisions of two larger entities, the Office 
inherited provisions contained in two separate chapters of the Labor Code.  On the whole, the interaction 
between the two chapters is efficient, but some problems have been associated with operating a cohesive 
program given the retained language of the prior statutory chapters.  For example, the definition of “state 
agency” differs between Chapter 412 and Chapter 501.  Chapter 412 defines a state agency as “a board, 
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commission, department, office, or other agency in the executive, judicial, or legislative branch of state 
government that has five or more employees, was created by the constitution or a statute of this state, and has 
authority not limited to a specific geographical portion of the state.”  Chapter 501 defines a state agency as “a 
department, board, commission, or institution of this state.”  This has led to questions regarding the access 
and responsibilities of certain entities covered under Chapter 501 with respect to Chapter 412 services.  
(Courts of Appeals, for example, for which the geographic portion provision creates concern about the scope 
of SORM services available.) 
 
Because the Office’s responsibilities in administering the program and the fact that the agency’s authority 
extends only to reporting noncompliance to the Legislature, clarification of the scope of Chapters 412 and 501 
may be warranted to avoid future confusion, to specify access and responsibilities of the Office’s client 
agencies, and to clearly delineate the reporting requirements of the Office respecting non-complying agencies. 
 

 
C. Possible Solutions and Impact of Issue #1 

 
Option One:  Merge Chapters 412 and 501 into a single Labor Code chapter at Chapter 501, and clearly 
delineate entities subject to the provisions of the chapter through consistent definition of “state agency” and 
clear specific exemptions, as appropriate.   
 
Option Two:  Maintain separate chapters but clearly delineate entities subject to the provisions of the chapter 
through the same definition of “state agency” in each chapter, and provide clear specific exemptions in 
Chapters 412 and 501, as appropriate. 
 
* The Office also notes the existence of numerous duplicate section designations in Chapter 412 of the Labor 
Code.  This is the result of the simultaneous passage of House Bills 2600 and 2976, 77th Legislature, which 
contained similar, but not identical, provisions.  At a minimum, it is recommended the Legislature consider 
eliminating the duplicative provisions of Chapter 412. 
 
One potential issue with these options which must be borne in mind relates to the current expansion of 
coverage for “non-state” employees in Chapter 501 of the Labor Code.  It has been determined through 
Legislative actions that it would be the policy of the state to provide coverage for certain non-state 
individuals.  Thus, §501.001(a) expands the definition of employee to include not only a person who is in the 
service of the state pursuant to an election, appointment, or express oral or written contract of hire, but also a 
person who is: 
 

• paid from state funds but whose duties require that the person work and frequently receive 
supervision in a political subdivision of the state; 

• a peace officer employed by a political subdivision, while the peace officer is exercising authority 
granted under Article 12, or 14.03(d) or (g), Code of Criminal Procedure;  

• a member of the state military forces, as defined by Section 431.001, Government Code, who is 
engaged in authorized training or duty;  or 

• a Texas Task Force 1 member, as defined by Section 88.301, Education Code, who is activated by 
the governor's division of emergency management or is injured during any training session sponsored 
or sanctioned by Texas Task Force 1. 

 
Since these are not state agencies in which statutory risk management initiatives may be undertaken by the 
Office, with the exception of the Adjutant General’s Office, SORM has no direct impact on loss and injury 
prevention initiatives.  An effective program must seek to prevent losses (proactive), in addition to providing 
for benefits for injuries which could not be avoided (reactive).  Further, while the Adjutant General actually 
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participates in the Cost Allocation Program and the Governor’s Office is designated to reimburse (annually) 
for costs incurred through liability for Texas Task Force 1 members, the liability for the costs of other non-
state employees is borne by the risk pool, financed by agencies through assessments in the Cost Allocation 
Program. Thus, it is important to recognize these special cases as unique situations specified in statute as 
policy considerations which do not generally fit within the generally anticipated clear lines of the scope of the 
Office.  As a corollary to implementing any changes to the structure of Chapters 412 and 501, it therefore 
important to consider these unique situations and their continued necessity, and, as necessary, to clearly 
delineate responsibilities and applications of relevant provisions. 
 
2. Assessments Program 
 

 
A. Brief Description of Issue #2 

 
Should all covered agencies under Chapter 501 be treated equally with respect to assessments in the cost 
allocation program? 
 

 
B. Discussion of Issue #2 

 
Implementation of the Cost Allocation (or Risk/Reward Program) authorized by H.B. 2600 and 2976, 77th 
Legislature, has also met with reluctance by some client agencies to fully comply with mandates therein.   
 
The drastic change in funding structure has led to isolated but significant reluctance of some agencies to fully 
participate in the program.  The previous funding structure was a partial reimbursement funding method, with 
direct appropriations to the Office for claims payments and a requirement for a 25 percent reimbursement by 
client agencies.  When H.B. 2600 and 2976 were passed by the 77th Legislature, appropriations for claims was 
reallocated to client agencies as part of the agencies’ baseline budget for the payment of an “assessment” 
similar to an insurance premium to the Office, but a prior provision related to reimbursement of non-treasury 
funds in Chapter 506 was not modified (Texas Labor Code, §506.022).   As discussed above in the History 
and Major Events section, the Office requested an Attorney General opinion, which concluded that the 
retention of the reimbursement provision operated to exempt those agencies from the Cost Allocation 
Program.  In the interim, ERS was statutorily exempted from mandatory participation in Chapter 412 of the 
Labor Code pursuant to a Senate Finance Committee substitute to H.B. 2425, 78th Legislature.   This was 
followed by a similar exemption for TRS in the 79th Legislative session. 
 
The Office has attempted to fully comply with the OAG interpretation that the Legislature intended the Office 
to operate under two distinct funding structures and with recent specific legislation exempting ERS and TRS 
from mandatory participation under Chapter 412, but additional review by the Legislature of these issues may 
now be appropriate.  Both the Legislative Oversight Committee on Workers' Compensation in its Biennial 
Report to the 74th Legislature and the House Business and Industry Committee in its Interim Report to the 
74th Legislature recommended establishing an “equitable funding mechanism” for the payment of workers’ 
compensation costs in Texas, leading both to the establishment of the State Office of Risk Management and 
the realization of the statewide insurance pooling concept in the cost allocation program. 
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C. Possible Solutions and Impact of Issue #2 

 
Option One:  Delete Texas Labor Code 506.022 and remove exemptions in other law discharging agencies 
covered by Chapter 501 from compliance with the cost allocation funding mechanism and other requirements 
established by the Legislature in Chapter 412. 
 
Option Two:  Specifically exempt from Chapter 501 all agencies exempted from Chapter 412, if the chapters 
are not consolidated as discussed in Issue #1, or discharge SORM from the duty to provide services under 
Chapter 501 to agencies exempted from Chapter 412. 
 
Option Three:  Remove exemptions in other law and incorporate those exemptions in the Labor Code, along 
with specific provisions for appropriate funding methodologies to be applied by the Office, if it is determined 
certain agencies should be exempted from the risk pool. 
 
The danger associated with agencies being carved out or opting out of the program is directly linked to the 
ultimate viability and success of the state’s overall program.  The insurance concept, by its very nature, is a 
form of risk pooling; that is, a system to make large financial losses more affordable by pooling the risks of 
many entities and transferring them to another organization in return for a premium.  Agencies are protected 
from individual catastrophic losses and costs are less subject to drastic fluctuations. 
 
The viability of such a pool depends largely on the risks – i.e., the chances of loss – in the pool participants. 
Viable pools have a mixture of good (low) and bad (high) risks.  Removing good risks from a pool, 
particularly a closed pool like that established for state agencies in Texas, can ultimately have dire 
consequences, and there is a concept in insurance describing this process.  A ‘death spiral’ occurs when good 
risks leave such a program, which then causes the remaining pool to consist of disproportionately bad risks.  
That event causes the cost of participation for the remaining individuals in the pool to increase, leading to 
other good risks seeking to leave the program until the program can no longer support itself. 
 
A reimbursement scheme is a different concept from the concept of insurance.  If it is the intention of the 
Legislature to operate two separate methodologies, however, this intent should be clarified and clearly 
delineated in Chapter 412 and in Section 506.022. 
 
3. Funding Methodology 
 

 
A. Brief Description of Issue #3 

 
Should the funding methodology for the State Office of Risk Management be changed to harmonize funding 
with the cost allocation formula and interagency contract funding methodology established by the 
Legislature? 
 

 
B. Discussion of Issue #3 

 
Chapter 412 currently requires the Office be administered through money appropriated by the Legislature and 
through interagency contracts for the risk management program and the allocation program for the financing 
of state workers' compensation benefits.  See §§412.012 and 412.0122.  The financing of workers’ 
compensation benefits is a completely separate appropriation with no ability to transfer funding between the 
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appropriations.  These provisions remain from the prior funding methodology wherein the Legislature 
allocated General Revenue to the Office for administrative functions as well as 75 percent of claims costs. 
 
The main weakness of the current funding structure is the lack of flexibility in operations and in trying to 
reduce the expenditures for workers’ compensation claim costs.  This is what has been described as the “left 
pocket/right pocket” dilemma.  In the first year of its existence the Office was in a position where it could 
literally not afford any additional savings from PPO networks offered by its cost containment vendor.  While 
the cost of the savings to the claim fund was 23 percent of that savings, it was paid from the Office’s 
administrative appropriation.  Subsequently, the method of finance was changed for the costs of medical cost 
containment, but the separate and limited appropriation structure was not.  For FY 2006, for example, the 
Office does not have the ability to accept more than $2.4M in cost containment services, even if these services 
would result in claim cost savings of 150 to 500 percent of the additional cost. 
 
Another of the current funding structure’s weaknesses is its basis in undocumented history, which must be 
related each session and is not easily understood.  During the last session, the Office reported possible savings 
to the bill in General Revenue of $6.8M in the biennium through discontinuation of General Revenue 
appropriations to the Office and the provision for all funding through IAC funds collected through 
assessments to agencies for the workers’ compensation and risk management programs.  Such an arrangement 
would simplify the appropriations process even if the separate appropriation structure remained, as there 
would then be one consistent method of finance collected in an identical manner for all of the agency’s 
programs.  Notably, because of the significant reductions in claim costs due to the assessment program and 
improved adjustment practices, the additional $3.4M annual costs would have only been a partial offset to the 
$15.6M excess amount of the initial FY 2004 cumulative assessments.  Even when coupled with the $2.4M 
increase for medical cost containment, agencies would still have paid assessments less than the appropriated 
baseline at the beginning of the current biennium. 
 
A third weakness in the current structure is the limited ability to carry forward excess funding collected 
through the annual assessments, or “premiums” from the perspective of client agencies.  Unlike other state 
programs like UT or Texas A&M, the Office does not operate with a reserve, but rather on a cash basis.  As a 
result there is a significant potential for volatility in the total amount collected annually.  Under the current 
structure, even though payments for workers’ compensation have continued to decline and are expected to 
continue to do so next fiscal year, cash basis assessments for FY 2006 will increase approximately 3.25 
percent because of the fluctuations in credits applied.  For claim costs the Office does have a limited ability to 
carry forward a maximum of 10 percent of the year’s expected costs into the next fiscal year to offset that 
year’s total cash collections; however, as total claim costs have substantially decreased the dollar amount 
associated with that ability has also substantially decreased.  For example, the maximum carry-forward ability 
from FY 2004 was almost $7.9M, but has decreased for the current fiscal year to $5.8M, and will further 
decrease to $5.4M in FY 2006.  The result is that this appropriation has a smaller margin of error at the same 
time it actually needs a larger margin of error.  As flexibility decreases as a result of the decrease in total 
expected payments, the possibility increases that unexpected costs due to system changes or a catastrophic 
event will push costs above the available funding. 
 
While the Office does have unexpended balance authority for the funds collected for medical cost 
containment within the biennium, there is none between biennia and there is no UB authority for the funds 
collected for the Risk Management program.  One of the most significant, if not the most, positive incentives 
for agencies to work to control losses is the ability to retain the funding if their costs for claim coverage and 
risk management services are lowered through those efforts. 
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C. Possible Solutions and Impact of Issue #3 

 
A considered solution is a unified appropriation funded entirely by annual assessments to members of the risk 
pool to fund both the Risk Management and the Workers’ Compensation programs, including claim 
payments. The Office would have the flexibility to utilize the collected funds to maximize total savings to the 
combined appropriation through appropriate resources and programs to maximize savings. 
 
This could be further supported by the removal or increase of the percentage cap on carry forward ability in 
order to further decrease the annual fluctuations in cash basis assessments.  An alternative option is the use of 
a stated maximum amount of “excess” allowable funding, e.g. $25M, and a minimum percentage of the 
expected payments collected in cash each year, e.g. 90 or 95 percent, to smooth out the peaks and dips from 
one fiscal year to another.  When the total excess exceeds the maximum amount established, the Office would 
return the excess amount to pool members in the same proportion as their assessment for the fiscal year of the 
transaction. These returns would be one time additional appropriations, not subject to increasing the agencies’ 
appropriated baselines.  (It is anticipated this would be necessary since negative expenditures would decrease 
the baseline appropriations but would not be a sustainable decrease in expenditures.) 
 
Under such a funding structure the Office would be able to timely respond to changes in either the system or 
to additional options for further reducing claim costs.  Client agencies would experience both more stability in 
annual costs and an increased incentive for improved performance as all funding would either be used for the 
required purposes, remain in the pool as total costs for all aspects of the Office’s programs decrease, or would 
be returned.   
 
4. Administrative Fines 
 

 
A. Brief Description of Issue #4 

 
Should the State Office of Risk Management be exempt from fines for unintentional non-compliance? 
 

 
B. Discussion of Issue #4 

 
As discussed in the conclusion to Section II.G, regarding key obstacles impairing the Office’s ability to 
achieve its objectives, the Texas Workers’ Compensation Commission has only recently issued considerable 
monetary fines against the Office for certain errors.  Errors made by the Office’s cost containment vendors are 
specifically subject to contractual indemnification by those vendors, but the Office is not appropriated funds 
for payment of fines levied for unintentional mistakes made by Office staff in performance of their duties.  
The Office agrees that monetary fines are often an appropriate mechanism for ensuring that insurance carriers 
comply with the mandates of law, particularly when the refusal to comply with such mandates may be 
motivated by the potential for profit and the likelihood of significant harm to injured workers, providers or 
other system participants. 
 
Importantly, House Bill 7, 79th Legislature, will now make compliance issues strict liability offenses, and 
unintentional errors can result in fines of up to $25,000 per day.  Imposition of such fines may serve to reduce 
the agency’s scarce resources currently dedicated to prevent compliance errors from occurring, creating a 
cycle of diminishing effectiveness. 
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C. Possible Solutions and Impact of Issue #4 

 
Option One:  Amend §501.002(a)(9) to exempt the Office from application of monetary administrative 
penalties, to include Chapters 412-417, “other than Section 415.021.”  The Office remains subject to all other 
administrative sanctions. 
 
Option Two:  Provide a specific appropriation for the payment of monetary administrative penalties assessed 
by other state agencies. 
 
5. Confidentiality of Claim File Information 
 

 
A. Brief Description of Issue #5 

 
Should the workers’ compensation records of the State Office of Risk Management be made specifically 
confidential in the Texas Labor Code? 
 

 
B. Discussion of Issue #5 

 
As a state agency, the State Office of Risk Management is subject to the Public Information Act.  It is the 
position of the Office that the disclosure of claim file information to parties who are not entitled to the private 
data and medical information contained in those files is a violation of confidentiality.  Texas Labor Code 
§402.091 relates to the failure to maintain confidentiality, and provides that a person commits an offense if 
the person knowingly, intentionally, or recklessly publishes, discloses, or distributes information that is 
confidential under this subchapter to a person not authorized to receive the information directly from the 
Commission (soon to be the Division of Workers’ Compensation).  However, the potential for confusion 
exists in that the Workers’ Compensation Act makes no specific provision that as a state agency the Office is 
prohibited from disclosing such information, as it does with the existing Commission in Texas Labor Code, 
§402.083.   
 
Thus, the absence of a specific prohibition presents the possibility that such information could be disclosed.  
During the 79th regular Legislative session, Representative Solomons’ House Bill 7 added the State Office of 
Risk Management to the existing Labor Code provision specifically identifying information in or derived 
from a claim file as confidential and specifying that such information could not be disclosed except as 
provided by the Act.  In the merging of the provisions of the proposed House Bill 7 and Senator Staples’ 
proposed Senate Bill 5 to create the compromise bill, however, this provision was not included. 
 

 
C. Possible Solutions and Impact of Issue #5 

 
Amend Texas Labor Code §404.083 to specifically include the State Office of Risk Management.  This 
amendment will not impact the provision of information which may be otherwise disclosed pursuant to the 
provisions of the Workers’ Compensation Act. 
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6. Indemnification Provisions 
 

 
A. Brief Description of Issue #6 

 
Should the indemnification provisions of Chapter 104, Civil Practices and Remedies Code, be modified? 
 

 
B. Discussion of Issue #6 

 
As part of the Office’s Insurance Purchasing Program, a number of client agencies have expressed ongoing 
concern regarding the current level of indemnification provided to public servants under the provisions of 
Chapter 104, Civil Practices and Remedies Code.  That chapter currently limits indemnification of such 
individuals to $100,000. 
 
This issue has been raised due to the interplay of deductibles/retentions in commercial insurance purchases.  
Premium savings from increased deductibles vary depending on the risk of the entity and the type of 
insurance policy, but can be substantial.  It has been proposed that significant premium savings may be 
obtained through the use of higher deductibles in certain policies, but that putting public servants at personal 
financial risk would have a chilling affect on the willingness of citizens to provide public services.   
 
For example, in a situation in which a $500,000 judgment is rendered against a public servant under an 
employment practices claim with a $250,000 retention, the carrier would pay the first $250,000 of the 
judgment, and the individual would be responsible for the remainder.  The State will indemnify the individual 
on $100,000 under the CPRC, leaving that individual with liability and responsibility for paying $150,000 
from his or her own pocket.  Thus, many state agencies and institutions maintain very low deductibles, at a 
higher premium cost, out of fear for the personal liability of its board members for performing their duties to 
the entity. 
 

 
C. Possible Solutions and Impact of Issue #6 

 
Option One:  Link indemnification to deductible/retention amounts specified in certain public servant 
insurance policies to create a flexible indemnification scale respecting certain contracts of insurance.  Amend 
Chapter 104.003(c) to read: 
 
§ 104.003.  LIMITS ON AMOUNT OF RECOVERABLE DAMAGES.   
 
 (a)   Except as provided by Subsection (c) or (d) or a specific appropriation, state liability 
for indemnification under this chapter may not exceed: 
  (1)   $100,000 to a single person indemnified and, if more than one person is 
indemnified, $300,000 for a single occurrence in the case of personal injury, death, or deprivation of a right, 
privilege, or immunity;  and 
  (2)   $10,000 for each single occurrence of damage to property.               
 (b)   Except as provided in Subsection (d), the state is not liable under this chapter to the 
extent that damages are recoverable under and are in excess of the deductible limits of: 
  (1)   a contract of insurance;  or                                              
  (2)   a plan of self-insurance authorized by statute.                           
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 (c)   The limits on state liability provided by Subsection (a) do not apply if the state 
liability is based on Section 104.002(b). 
 (d)   Subject to Subsection (b), if a claim for which a public servant is personally liable is 
covered under a contract of insurance approved by the State Office of Risk Management under Chapter 412, 
Texas Labor Code, the limit on state liability for a single person indemnified under this Chapter may exceed 
the amount specified in Subsection (a)(1) up to the deductible or retention limit of the contract of insurance.  
This subsection does not apply to a plan of self-insurance authorized by statute. 
 (d) (e)   For the purposes of this section, a claim arises out of a single occurrence, if the claim 
arises from a common nucleus of operative facts, regardless of the number of claimants or the number of 
separate acts or omissions. 
 
Option Two:   Increase the individual indemnification caps in §104.001 to $250,000 individual, and 
$500,000 per occurrence. 
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APPENDIX I 
 

CUSTOMER SATISFACTION REPORT 
 

The State Office of Risk Management (the Office) is dedicated to customer service.  The report is 
presented by the following topics as prescribed in the strategic planning instructions: 
 
 Inventory of External Customers 
  

The Office has two strategies for providing services as mandated by enabling legislation.  
These strategies and the customers they serve are:  

 
• Risk Management Strategy - The external customers served by the risk management 

strategy are all state agencies except the University of Texas and Texas A & M 
University Systems, Texas Tech University, Texas Tech University Health Science 
Center, and the Texas Department of Transportation.  

 
• Workers’ Compensation Strategy - The external customers served by the workers’ 

compensation program include the injured state workers and medical providers for all 
state agencies excluding the University of Texas and Texas A & M University Systems 
and the Texas Department of Transportation. 

  
  
 Information Gathering Method 
 

Written surveys were used to assess customer satisfaction for both strategies.  They are 
utilized in a systematic ongoing manner.  Survey results will provide a basis for 
improvement in agency operations and recognition to staff for positive performance when 
indicated. 

 
These surveys provide a means for gathering ongoing feedback from the Office’s customers 
to improve services.  Detailed questionnaires provide for customer assessment of the quality 
of the Office’s services as well as provision for any comments customers may wish to add.  
Questionnaires are sent out monthly for agencies covered under the risk management 
program.  Surveys utilizing written questionnaires for the workers’ compensation program 
are performed no less frequently than annually for recipients of benefits.  As well, the 
Office’s toll-free telephone line and website provides additional channels for customer 
feedback at all times.     

 
The following tables chart year-to-date survey results of customer-determined service quality 
provided by the Office during fiscal years 2000 – 2001 by strategy.  These charts were based 
upon the results of surveys conducted and present percentages reflecting the level of 
customer satisfaction with services provided. 
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Risk Management Strategy    
 

FY 04 - 05 Survey Results for On-Site Consultation Services 

 
Quality Service Assessed: 

Percentage of 
Surveys 

Responding:  
Yes 

Percentage of  
Surveys 

Responding:  No 

 FY04 FY05 FY04 FY05 

Were the observations and recommendations 
practical and helpful to your agency’s/facility’s 
risk management program? 

100% 100% % 0% 

Do you consider the recommendations to be 
helpful to your agency/facility for minimizing risk 
exposures and controlling losses? 

100% 100% 0% 0% 

Quality Service Assessed: Percentage of  
Surveys 

Responding:  
 

Not Constructive 

Percentage of 
Surveys 

Responding:   
 

Constructive 

Percentage of  
Surveys 

Responding:  
Very Constructive  
and Informative 

 FY04 FY05 FY04 FY05 FY04 FY05 

The risk management on-
site consultation was: 

0% 0% 28% 21% 72% 79% 
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Workers Compensation Strategy 
 

FY 04 - 05 Survey Results for Claimant Services 

 
Quality Service Assessed: 

Percentage of  
Surveys 

Responding: 
Poor 

Percentage of 
Surveys 

Responding: 
Satisfactory 

Percentage of  
Surveys 

Responding: 
Excellent  

 FY04 FY05 FY04 FY05 FY04 FY05 

Helpfulness of your adjuster  25% 15% 26% 24% 41% 56% 

Courteousness of your 
adjuster 

18% 12% 24% 21% 46% 61% 

Timeliness of telephone  
responses by your adjuster  

26% 18% 29% 27% 37% 50% 

Helpfulness of 
letters/forms/notices 

18% 6% 28% 30% 44% 60% 

Promptness of call answered 
by receptionists. 

15% 9% 44% 34% 34% 51% 

Overall customer service 23% 10% 28% 29% 38% 56% 
  
 Analysis of Customer Satisfaction Assessment 
  

Focusing on the results of surveys conducted identified several issues for study to improve 
the process of gathering information from customers.  These issues include: 

  
• Improving the response rate from claimants surveyed.  Surveys returned as a percentage 

of surveys mailed to recipients of workers’ compensation benefits totaled only 11% in 
FY04 and 16% in FY05.  Management will be implementing improved surveying 
methods to increase the number of claimants providing their comments.  The Office’s 
new On-line Training Registration System, available in January 2007, will include an 
electronic course evaluation.  Attendees will be provided a certification of course 
completion after a brief survey is completed on-line.  Comments about course 
availability, usefulness of the class to the client, and effectiveness of the instructor, along 
with requests for additional training, will be tracked and classes will be developed and 
offered in response to these requests.  

 
• Increasing the utilization of customer initiated feedback as provided by the Office’s toll-

free number and website.  The Office wants to ensure its customers take full advantage 
of our toll-free telephone line and website to make comments and suggestions when they 
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desire.  Current use of these real-time avenues has been low, but this may be more 
indicative of their relative newness.  The Office will study means to increase the 
utilization of these resources by its customers. 

 
• The Office is investigating the use of real-time call monitoring and real-time point-of-

service customer satisfaction surveying.  This alternative will require increased staffing 
but can be may be integrated into the Office’s effort to improve the customer experience. 

 
Customer comments and survey responses related to improving operations are presented by 
strategy and summarized as follows: 

 
 Risk Management Strategy: 
 

• Improving the coordination and dissemination of risk management topics and issues that 
are germane to agency risk managers. 

 
• Continue to hold periodic focus meetings as a means to facilitate information exchange 

on risk management issues. 
 
 Workers’ Compensation Strategy: 
 

• Survey results indicate that adjuster timeliness in responding to telephone inquires from 
claimants can improve.   

 
• The survey indicates that the general perception of “adjuster helpfulness” to claimants 

needs improvement.  The Office hopes to improve claimant’s perception of adjuster 
helpfulness by providing further training, increasing experience levels of adjusters, 
reducing adjuster turnover, and continuing to emphasize the agency’s commitment to 
customer service. 

 
The feedback provided by the Office’s customers is valued as a means to provide a basis for 
seeking ways to improve the delivery of service.   The feedback received seems to indicate 
an improvement in the timeliness of telephone responses from adjusters.  Internal records 
indicate that customers who get a prompt response from Office staff may still be dissatisfied 
unless the response comes from a specific adjuster.  These issues will be reviewed and 
strategies will be formulated to address the Office’s customers’ suggestions for 
improvements. 
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Customer Relations Representative 
 

Name: Gail McAtee, PHR 
Title:    Manager of Agency Administration 
Contact Information: 
Address:   State Office of Risk Management 
    300 W. 15th St., 6th Floor 
    Austin, Texas     78711 
 
Mail Correspondence To: P.O. Box 13777, Austin, Texas  78711 
 
E-mail Address:  gail.mcatee@sorm.state.tx.us 
 
Fax Number:   (512) 472-0228 
 
Telephone:   Main Number  (512) 475-1440 
    Toll-Free Number 1-877-445-0006 
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