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September 27, 2006

Members of the North Dakota Interim Industry, Business, and Labor Committee
Members of Workforce Safety and Insurance Board of Directors

Mr. Sandy Blunt, Executive Directbr and CEQ, Workforce Safety & Insurance

Transmitted herewith is the performance audit of the modified workers’ compensation coverage
program and safety inspection of the Roughrider Industries work programs. This report contains
the results of our review for the fiscal years 2005 and 2006. The audit contains a review of
Roughrider Industries’ participation in the risk management program, evidence of excess or
reinsurance coverage, any claims for benefits, and minimum premium and allocated loss
adjustment expenses.

This audit was conducted as mandated in North Dakota Century Code Chapter 65-06.2. Included
in the report are the audit objectives, findings, and conclusions.

Sincerely,

Sue Howard

Internal Audit

Workforce Safety & Insurance
1600 East Century Avenue, Suite 1
Bismarck, ND 58508

Telephone: 701-328-5911




INTRODUCTION

Purpose of the Audit

North Dakota Century Code (NDCC) section 65-06.2-09, requires Workforce Safety & insurance
(WSI) to submit a report with recommendations based on the performance and safety audits to an
interim committee designated by the Legislative Council no later than thirty days before the
commencement of each regular session of the Legislative Assembly. The performance audit of the
program for modified workers' compensation coverage was conducted by WSI's Intemal Audit

department while the safety inspection of Roughrider Industries’ Prison Industry Enhancement
(PIE) Certification work program was conducted by WSI's Loss Prevention Specialists.

Bacl | Informatio

To allow Roughrider Industries to continue receiving federal funding through the PIE Certification
Program, the modified workers' compensation coverage program was established to provide
coverage for inmates incarcerated at the State Penitentiary who are working in a prison industry
program. :

In accordance with NDCC section 65-08.2, WS, in cooperation with the Department of Corrections
and Rehabilitation (DOCR), adopted administrative rules and fee schedules for the modified
workers' compensation coverage program effective May 1, 1998. In March 1999, the DOCR, on
behalf of Roughrider Industries, applied for participation in the modified workers' compensation
coverage program. ' ‘

Objecti £ the Audit

Our overall objective was to evaluate the performance of the modified workers’ compensation
coverage program as mandated in NDCC section 65-06.2. Specifically,

Objective 1. ls the participant meeting WSI's Risk Management Program requirements?
Objective 2. Verify excess coverage or reinsurance has been obtained.

Objective 3. Identify any claims filed for workers compensation benefits.

Objective 4. Are premium and other costs being collected?

Scope and Methodology

Audit fieldwork was conducted in July and August 2006. The audit period for which information was
collected and reviewed was from July 1, 2004, through June 30, 2006. We performed this audit
using criteria contained in North Dakota Century Code (NDCC); North Dakota Administrative Code
(NDAC); and employer accourt files maintained within WSI's Policyholder Services and
Safety/Loss Prevention departments. To achieve our audit objective, paper and electronic
documents from the employer account files were obtained from Policyholder Services and
Safety/Loss Prevention departments. This documentation was evaluated and compared with

requirements established by NDCC and NDAC. Specific methodologies are identified in the
respective sections of this report.




AUDIT RESULTS

No significant deficiencies were identified regarding the intent, effectiveness and legal
requirements applicable to this program. We conclude the desired results and effectiveness of the
program are being achieved.




_RISK MANAGEMENT PROGRAM ANNUAL REVIEW {con’t) PAGE2 OF 4
Employer ] Asepunt Number
Roughrider Industries Pl 7 1254164

_-SUGGESTED IMPROVEMENTS

is report addresses elements of the Risk Management Program where Improvements are suggested and also
as a reminder of the minimum requirements of the program. The pufpose of these suggestions Is to anhance
the quality and safety effort of your program. This worksheet will indicate aveas for considered
improvement. An X" Indicates an area that needs 1o be Improved. .
| ACCIDENT INVESTIGATION AND NEAR MISS PROGRAN i =S M
B3 Importance of Near Mise Program should be:stressed through awareness training,
] Method({s} of reporting near miss inclifents ls made clear to'all employges. o
[] Initiat Incident Reports sre completed with adequate information about:the. incldant.
O initial Incldent Reports aré completed;and sighed by the injured employee.
{7 Initial Incident Raports are being completed for every incident.
[7] Investifations aré conducted in & imely manner..
l':] Investigation reports are completed for every incldent.
[T \nvestigation reports inciude Identification of tha-cause(s).

[1 Investigation reports include documenteion of corrective action taken to prevent recurrance of the incident. (Elimination
or cantrel of the hazard, remove, repair, repface, refraln, (1)

[T Investigation reports include management review and signatura, .
[0 Employees have been informed of the Norih Dakota seven-day reporting requirement.
Recommendations for upcoming pramium perlod:

+ Contihue to stress the Importance of Near Miss reporting to all employees. Include explanations of what constitutes a
Near Miss/Safely Concem — fet them-know an injury does not have to beinvolved for the hazard to be considered a
<= safety concem,

GENERAL SAFEF{-RUL—ES—-—--H---H—-—-_...—..

| (7] Generat safety rules are posted, regularly reviewed and updatad,
Recommendations for upcorming pramium period:

SAFE GPERATING PROCEDURES

[] AN chief hazards dre addressed with written procedures.
[T Wiitten prosedures sre In need of improvernentiupdatinig.
Recommendations fbtf upcoming premium period:
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. R!SK MANAGEMENT PROGRAM ANNUAL REVIEW (con't) PAGE40F 4

Avgount Number
4

Rm._tg_rider Industries Pie
DESIGNATED MEDICAL PROVIDERIEARLY. REFORTING PROGRAM [uptmm!]
L__I Employer has selacted a DMP(%) to freat work-related tnjuriesfi,linesses
T written documentation that gl employses have been notifisd of DMP arid option to-add to list.
{1 Whilten documentation that employer has notiflad the. DMP of their selection.-
3 Al claims reperted to WS within 7 days of injury absenl gogd cause,
“Recommendatlons for upcoming premium perfod:

Roughrider Industries<PIE.Is under the State System, which contracts with a medical provider n the area (MedCenter
One), Inmates first go to the Infirmary and then are referred to the metical provider,

SUBSTANCE ABUSE PROGRANM (optional)

[ wiltten Substaice Abuss Policy In place

[TJ Documentation Is complate for supervisory training:

] bacumentation is complete-for smployes sducationat training.
] Employae Asslstance Program or refercal plan In place.

Recommendations for uptoming premium period:

Roughrider Industries-PIE has a Subsiance'Abuse Program under the State Penitentiary's Substance Abuse Policy.

OTHER RECOMMENDATIONS AND/OR COMMENTS:

ivase contact me should you have any questions regarding this review.

Cralg Hanson

Loss Prevention Specialist
Workforee Safely & Insurance
(701)-328-3765
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