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Overview 

This report summarizes the BWC special 
investigations department’s (SID’s) achievements 
since its inception in 1993 and reviews its 
performance results during the most recent fiscal 
year (FY) 2011 that concluded June 30, 2011. 

The department’s FY 2011 results are presented 
according to the goals specified in the SID five-year 
Strategic Plan: FY 2009 – FY 2013. The results are 
measured by means of SID’s established key 
performance indicators. 

The report identifies fraud trends and highlights 
strategies for fiscal year 2012 and beyond. The 
trends and strategies are presented by fraud subject 
type or initiative in the following order: employer 
fraud; provider fraud; claimant fraud; prescription 
fraud; sources of allegations; and other strategies. 

This report concludes with a summary of the 
condition of workers’ compensation fraud in Ohio. 

 

Strategic Planning Goals 

During FY 2011, BWC SID staff members completed dozens of 
action steps formulated to accomplish the following strategic 
planning goals: 

(1) Enhance the effectiveness and efficiency of case investigations; 

(2) Increase employer investigations and criminal referrals for 
prosecution; 

(3) Increase health care investigations and criminal referrals for 
prosecution; 

(4) Ensure SID is adequately equipped to respond to the increase in 
cases involving electronic evidence, to perform forensic 
examination, and to respond to Internet fraud, including identity 
theft; and 

(5) Effectively collaborate with other business units in regards to 
loss prevention to ensure compliance with BWC rules and laws.  

Departmental mission 

To effectively and proactively prevent losses to 
the workers’ compensation system; and to 
deter, detect, investigate, and prosecute 
workers’ compensation fraud. 

SID Strategic Plan: 
FY 2009 – FY 2013 

In 2008, SID formed its third 
strategic planning committee to 
identify, research, discuss, and 
propose operational strategies to 
improve overall departmental 
performance. 

After benchmarking to collect 
feedback and expectations from key 
stakeholders, the SID strategic 
planning committee created goals 
and identified 105 action steps for FY 
2009 – FY 2013. 

SID Performance results to date 

Since its inception, the special investigations 
department has achieved the following: 

• Completed 54,828 investigations; 

• Closed 22,092 founded cases; 

• Identified more than $1.4 billion in savings; 

• Identified $25,880 per closed case; 

• Referred 3,727 subjects for prosecution; and 

• Secured 1,877 criminal convictions. 



 

BWC special investigations department:  Summary of fiscal year 2011, trends and strategies Page 3 

SID reduced its average lag 
days from date allegation 
received to date case closed 
by 10 percent. 

BWC recovered a record $8.5 million 
during FY 2011 – or 209 percent more 
than $2.8 million recovered in FY 2008. 

FY 2011 Performance 

SID accomplished its FY 2011 strategic planning goals. 

Goal (1) – Enhance the effectiveness and efficiency of case investigations. During FY 2011, SID 
identified more than $58 million in savings to the Ohio workers’ compensation system. Figure 1 
compares SID’s results pertaining to several key performance indicators (KPIs) between FY 2010 and FY 
2011. SID improved results during FY 2011 in regards to each of these four KPIs. FY 2011 results also 
achieved or surpassed departmental target levels. 

Figure 1 

 

In January 2011, SID converted from a tabular reserve system to identify savings of future benefits and 
compensation which would have been awarded if not for the intervention of SID, to a claims reserving 
system known as MIRA II (Micro Insurance Reserving Analysis). A reserve is a value that represents an 
insurer’s future financial liability on a claim at a specific point in time. It is based upon start and stop 
activity in the claim. A reserve ensures there is enough money set aside for future payments on current 
claims. With the implementation of MIRA II, SID aligned with the agency’s accounting standard. SID FY 
2011 savings identified were negatively impacted by the successful implementation of MIRA II. BWC 
estimates MIRA II will reduce savings identified by $1.8 million annually. This also reduced SID’s return 
on expenditures. 

SID improved performance in regards to its most important efficiency measure by reducing investigative 
lag days from date allegation received to date case closed. SID reduced average lag days by fully 27 days 
or 10 percent during FY 2011 – from 285 days in FY 2010 to 258 days in FY 2011. 

SID improved the effectiveness of its work performance from FY 2010 to FY 2011. SID increased its 
number of prosecution referrals while also increasing the percentage of founded, closed cases referred 
for criminal prosecution. SID prosecution referrals generated 276 convictions during FY 2010 and FY 
2011 – the highest level of performance on this measure during any two-year period. 

SID generated a $5.41 return on expenditures during FY 2011. BWC recovered from fraud subjects more 
than $8.5 million in savings associated with founded cases. Figure 2 compares BWC fraud-related 
recovered amounts for FY 2008 through FY 2011. From FY 2008 to FY 2011, BWC increased its fraud 
recovered amount by $5.7 million. 

Figure 2 

SID KPIs FY 2010 FY 2011 
% 

Change  

Lag days: Received to closed 285 258 - 10% 

Open cases 1,223 1,096 - 10% 

Prosecution referrals 240 245 2% 

Referral percentage of founded, closed cases 17.1 20.8 21% 

Recovered Amount 
FY 

2008 
FY 

2009 
FY 

2010 
FY 

2011 

% 
Change 
2008 to 

2011 

Recovered ($ M) 2.8 6.0 4.3 8.5 209% 
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The SID health care provider 
team increased prosecution 
referrals and prosecution 
referrals per special agent by 
77 percent. 

The SID employer team generated 
36 percent of the department’s 140 
indictments during FY 2011. 

Goal (2) – Increase employer investigations and criminal referrals for prosecution. Figure 3 compares 
SID’s employer fraud results pertaining to several KPIs between FY 2010 and FY 2011. During FY 2011, 
the SID employer team increased its percentage of cases closed founded and number of indictments and 
convictions. 

Figure 3 

Employer fraud KPIs FY 2010 FY 2011 
% 

Change 

Founded percentage 51 58 14% 

Prosecution indictments 29 50 72% 

Prosecution convictions 25 35 40% 

 

Goal (3) – Increase health care investigations and criminal prosecutions. Figure 4 compares SID’s 
provider fraud results pertaining to several KPIs between FY 2010 and FY 2011. The SID health care 
provider team (HCPT) staff completed investigations in 23 percent fewer days and yet increased savings 
identified by 467 percent. HCPT was significantly more effective and efficient in conducting 
investigations. 

Figure 4 

 

Goal (4) – Ensure SID is adequately equipped to respond to the increase in cases involving electronic 
evidence, to perform forensic examination, and to respond to Internet fraud, including identify theft. 
During FY 2011, SID secured $125,000 in essential equipment. The equipment enhances the 
effectiveness and efficiency of case investigations and contributes to the increases in employer and 
provider criminal prosecutions. 

Goal (5) – Effectively collaborate with other business units in regards to loss prevention to ensure 
compliance with BWC rules and laws. 

 During FY 2011, SID supported the agency’s priority workgroups to improve operations and provide 
better service and care for BWC customers. For example: 

 Support BWC’s managing of health care delivery by participating on the agency’s committee to 
evaluate interactions among BWC, managed care organizations (MCOs), and providers to 
determine how to effectively deliver unified services to BWC’s customers. For example, SID 
maintains an MCO Fraud Management Program, orienting and training MCOs to execute fraud 
detection and correction programs; 

 Support the agency’s standardizing drug-utilization reviews as BWC departments devise a 
process that allows for a timely, objective evaluation of prescriptions an injured worker receives 
to ensure they are appropriate. For example, SID is represented on the agency’s group 
dedicated to this priority; and 

Provider fraud KPIs FY 2010 FY 2011 
% 

Change 

Lag days: Received to closed 573 441 23% 

Savings identified ($ M) 1.47 8.29 467% 

Savings identified per special agent ($ K) 122 691 467% 

Prosecution referrals 13 23 77% 

Prosecution referrals per special agent 1.08 1.92 77% 
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 Support the agency’s appropriate settling of claims as BWC departments establish protocols that 
allow for more timely closure of claims. For example, SID is represented on the agency’s group 
dedicated to this priority. 

 During the course of investigations and case 
analysis, SID staff members constantly look for 
needed changes to policies and rules that fail 
to support the Ohio workers’ compensation 
system. SID refers these matters to the 
appropriate BWC department. For examples, 
see the Prescription Fraud section of this 
report. 

 The SID automated detection & intelligence 
team (AD&I) collaborated with BWC field 
operations on a drug utilization review (DUR) 
initiative. 

Employer Fraud 

Overview: The employer team 

has dedicated staff state-wide, 
exclusively investigating alleged 
fraud committed by employers. 
When employers fail to pay full 
premiums, law-abiding 
employers must pay increased 

premiums to cover the claims costs not properly covered by 
the fraudulent employers. 

An employer’s use of the common employer fraud schemes 
may vary over time. For example, an employer could be non-
compliant by delaying coverage, by failing to secure coverage 
on or from the date BWC required the employer to have 
coverage, and then reporting a falsified, later date as the first 
required coverage date. Also, an employer could be non-
compliant by underreporting payroll for intermittent payroll 
periods or by lapsing coverage for a time period, then securing 
reinstatement of coverage. 

Trends: SID recognizes the following operational trends in 

employer fraud: 

 Businesses continue to operate without coverage despite intervention by the BWC employer 
compliance unit (ECU). 

SID drug utilization review initiative 
This important initiative increases the quality of 
care furnished to BWC claimants by ensuring 
prescribed narcotics are medically necessary and 
appropriate. 

Referring administrative matters 
SID continued implementing strategies to refer 
administrative matters to the appropriate BWC 
department in order to ensure compliance with 
BWC rules and laws. 

Common employer fraud 
schemes 
• Operating without workers’ 
compensation coverage; 

• Ceasing to pay for workers’ 
compensation coverage (lapsing 
coverage);  

• Falsifying a BWC workers’ 
compensation certificate of premium 
coverage to appear to be compliant; 

• Underreporting payroll by 
misclassifying employees; e.g., using 
inaccurate manual codes; and 

• Underreporting payroll by 
misrepresenting type of employees; 
e.g., treating employees as 
independent contractors. 
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 Employers knowingly submit “bad” checks or credit card payments to BWC in an attempt to secure 
coverage. Their compliance is false until the non-sufficient fund (NSF) account status is corrected 
by a valid payment to BWC. 

 Contractors fail to maintain workers’ compensation coverage despite being paid to do so by the 
United States Postal Service. 

 Employer non-compliance continues be the most common complaint type. SID either brings the 
employer back into compliance through a voluntary payment plan or through an involuntary 
criminal proceeding. During FY 2011, SID referred 73 non-compliant employer subjects for criminal 
prosecution. 

Strategies: Based upon its strategic planning goals, performance, and the above trends, SID continues 

to implement strategies to combat employer fraud, including: 

 Seek injunctive relief from civil courts to require non-compliant businesses to discontinue 
operations until they become fully compliant with workers’ compensation law and take action to 
pay unpaid premiums, penalties and/or court-ordered restitution owed BWC. The necessity of 
injunctive relief is demonstrated by a case prosecuted during FY 2011 (see A Case in Point below); 

BWC’s ECU files 
injunction against non-
compliant employer 

“This is one of the most 
egregious cases of an employer 
simply ignoring laws meant to 
protect workers.” 

“His indifference to the law and 
the well-being of his workers 
has compelled us to seek an 
injunction to ensure the 
company meets its obligations.” 

Source: BWC Administrator/ 
CEO Stephen Buehrer. 

A Case in Point 

The BWC ECU referred a fraud allegation to SID in 2009, alleging 
Anthony Gray knowingly operated Gray Container LLC in Cleveland, 
Ohio, with lapsed BWC coverage. Gray ignored ECU’s non-compliance 
notices. 

The SID employer team’s investigation revealed the non-compliant 
employer had operated without coverage since 2006. Further, Gray 
Container LLC employees filed 25 workers’ compensation claims and 
received more than $600,000 in benefits from BWC. 

In May 2011, Gray was convicted on two counts of failure to comply 
with workers’ compensation law. 

The BWC ECU requested an injunction to require Anthony Gray, 
owner of Gray Container, to discontinue operations "until he 
becomes fully compliant with workers’ compensation law" and takes 
action to repay more than $600,000 he owes BWC. 

At a June 21, 2011 injunction hearing, Gray Container stipulated to 
the entire complaint, admitting that it is not in compliance. During the 
hearing the parties, with the AG's approval, reached the following 
agreement: Gray Container will pay BWC $36,500 by August 22, 2011, 
towards the uncertified portion of the debt owed. Gray Container will 
pay the premium due August 31, 2011, for the first half of 2011 
payroll (in other words, become compliant for current coverage). 
Beginning October 3, 2011, Gray Container will make 60 monthly 
payments of $2,700 towards the balance of the debt. If, by the first 
date, August 22, 2011, Gray Container has failed to comply with this 
agreement, the court should issue the injunction. 
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 Continue to identify and address employers with NSF accounts. The employer team implemented a 
strategic initiative to combat such employers by working with the BWC fiscal operation division to 
identify NSF accounts. The employer team has been successful in getting many employers to make 
good on their payments. The employer team refers for criminal prosecution employers who fail to 
pay BWC for coverage; 

 Continue to increase employer fraud investigations and criminal referrals for prosecution by 
implementing multiple new strategies, including action steps in the SID Strategic Plan FY 2009 – FY 
2013; 

 Continue to use data warehouse to detect employers with a greater likelihood of committing fraud. 
For example: 

 Employers with canceled coverage and employees filing new claims; and 

 Employers reporting payroll to the Ohio Department of Job and Family Services that they failed 
to report to BWC. 

 Continue to create working agreements with other federal and state agencies. For example, the 
employer team continues to collaborate with the Ohio Department of Taxation, FBI, IRS, U.S. 
Department of Labor, and the U.S. Department of Agriculture, Office of Inspector General. 

During FY 2011, SID collaborated with the U.S. Postal Service, Office of Inspector General (USPS OIG) 
Task Force to investigate workers’ compensation fraud at businesses that contract with the Postal 
Service. As part of the contract with companies that move mail between post offices, the Postal 
Service makes payments directly to these vendors to cover workers’ compensation premium costs. 

Some contractors receive payment for BWC coverage but fail to maintain an active policy. The task 
force has successfully closed investigations. Several additional cases are pending investigation. The 
task force also continues its review of contracts. 

The effectiveness of the SID and USPS OIG Task Force is demonstrated by investigations closed 
during FY 2011 (see Cases in Point below). 

  

SID and USPS OIG Task 
Force 
“Because [some] contractors were 
unable to resist the temptation of 
a fast buck, they’ve failed to 
provide their employees with the 
protection they deserve … I 
appreciate the Postal Service’s 
partnership in helping to identify 
and weed out fraud, an essential 
part of effectively and efficiently 
managing workers’ comp 
premiums.” 

Source: BWC Administrator/CEO 
Stephen Buehrer. 

Cases in Point 

USPS OIG special agents contacted BWC after a review of contracts 
found inconsistencies indicative of fraudulent activity. The task 
force uncovered several contractors that had received payment for 
BWC coverage but failed to maintain an active policy. The task 
force’s investigation found six businesses that contracted with the 
Postal Service had committed $166,140 in workers’ compensation 
fraud. 

USPS OIG Eastern Area special agent in charge Elizabeth A. Farcht 
stated: “These investigations are part of the OIG’s mission of 
preventing and detecting fraud, waste, and abuse in the Postal 
Service, and promoting the integrity and efficiency of postal 
programs. The Ohio BWC SID’s efforts have been instrumental in 
these investigations.” The owners of the six companies have been 
convicted and sentenced. 
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Provider Fraud 

Overview: HCPT has 

dedicated staff state-
wide, exclusively 
investigating alleged 
fraud committed by 
pill mill operators, 
health care providers, 

durable medical equipment companies, third-party 
administrators, and MCOs. Since the expansion of 
the BWC’s health care provider fraud program in 
2005, detection, investigation, and policy 
recommendations have been at the forefront of the 
agenda for HCPT. 

Trends: SID recognizes the following operational 

trends in provider fraud: 

 In a February 2011 press release the FBI 
affirmed it “… remains committed to working 
additional health care fraud investigations … 
to address drug diversion, Internet 
pharmacies, prescription drug abuse, and 
other health care fraud threats.” The FBI 
reported: “We’re currently working more 
than 2,600 pending health care fraud 
investigations. During fiscal year 2010, 
cooperative efforts with our law 
enforcement partners led to charges against 
approximately 930 individuals and 
convictions of almost 750 subjects. But 
perhaps even more satisfying—we 
dismantled dozens of criminal enterprises 
engaged in widespread health care fraud.” 

 Provider fraud trends in Ohio mirror the 
national trends. Providers are increasingly 
over-prescribing harmful narcotics from pill 
mills in patterns that are best described as 
drug trafficking. They provide no treatment, 
but dispense drugs. Rather than delivering 
the highest quality of care workers’ 
compensation claimants deserve and are 
expected to receive, these providers pose 
significant immediate and chronic threats to 
patient health. 

FBI analysis of health care fraud: 
“Rooting out health care fraud is central to the well-
being of both our citizens and the overall economy. 
Health care fraud costs the country an estimated $60 
billion a year. And it’s a rising threat, with national 
health care spending topping $2 trillion and 
expenses continuing to outpace inflation. Recent 
cases also show that medical professionals are more 
willing to risk patient harm in their schemes.” 

Source: FBI White-Collar Crime Health Care Fraud 
Web page. 

Common provider fraud schemes 
• Billing for services not rendered; 

• Performing medically unnecessary treatments 
and diagnostics tests; 

• Pill Mills – Providing limited or no medical 
treatment while heavily furnishing prescriptions 
for narcotics; 

• Unbundling – Billing BWC separately for services 
that must be billed together as a single service; 
and 

• Upcoding – Billing for a more expensive 
procedure than was actually provided. 

SID Identified pill mills as Ohio’s Public 
Enemy Number 1: 

Last year’s report documented SID’s strategies to 
counter the pill mill scourge, including the immediate 
deployment of resources “to address major cases 
that arise throughout the state” and the ongoing 
“formulation of rules and regulations to combat pill 
mills”. 

Source: BWC SID FY 2010 Annual Report. 
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 During FY 2011, as a result of SID HCPT 
investigations, 10 provider subjects were 
convicted, including six on drug-related 
charges. 

 BWC recovered an annual record of more 
than $8.5 million from fraud subjects in 
savings associated with founded cases. 
Most of the recovered amount was 
associated with provider fraud cases. 

Strategies: Based upon its strategic planning 

goals, performance and the above trends, SID 
continues to implement strategies to effectively 
combat all provider fraud, including (as 
illustrated by A Case in Point): 

 Continue to deploy resources to address 
major cases that arise throughout the state, 
including executing search warrants 
pertaining to pill mills and other providers 
over-prescribing narcotics; 

 Continue to increase programs that address 
safety of claimants; e.g., reducing excessive 
treatment via referrals for review and 
sanctions by the State Medical Board of 
Ohio; 

 Continue to support the formulation of 
workers’ compensation rules and 
regulations that combat injury mills and pill 
mills; e.g. prohibit chiropractors from 
acting as claimants’ primary physicians, 
limit the number of chiropractic 
treatments, incent more effective 
management of claims by MCOs, and 
secure de-certification of providers as 
needed; 

 Continue to conduct joint investigations 
with other agencies, such as the FBI, IRS – 
Criminal Investigations, U.S. Department of 
Justice – Drug Enforcement Administration 
(DEA), and local law enforcement narcotics 
units, vice units and drug task forces; 

 Continue to increase provider fraud 
investigations and criminal referrals for 
prosecution by implementing multiple new 

A Case in Point 

During 2007 and 2008, multiple sources alleged to SID 
that a provider subject in Northwest Ohio was 
recklessly over-prescribing narcotics to several 
claimants. HCPT’s preliminary research revealed the 
provider subject had been previously sanctioned by 
the State Medical Board of Ohio (here after “Medical 
Board”) for his own chemical dependency to alcohol, 
Phenergan and Oxycontin. In 2001, the provider 
subject had admitted that he obtained controlled 
substances for his own use from friends who were 
neither physicians, nor employed in health care 
professions. His license had been suspended in April 
2001 and reinstated in August 2002. 

HCPT conducted an investigation in conjunction with 
the DEA and local law enforcement vice unit. The 
multi-agency investigation included an undercover 
operation, a May 2009 search warrant, and interviews 
with patients, employees and former employees. The 
investigation found the subject billed for services not 
rendered, upcoded bills, tampered with records, and 
engaged in drug trafficking. In June 2009, the subject 
voluntarily surrendered his DEA certificate while under 
investigation. 

Following an appeal hearing requested by the subject, 
the BWC Chief of Medical Services and Compliance, in 
June 2010, formally notified the subject BWC had 
revoked his certification. 

In November 2010, after a Medical Board hearing 
examiner found the provider to operate a “pill mill”, 
the Medical Board permanently revoked the subject’s 
license to practice medicine in the State of Ohio. In 
support of its permanent revocation order, members 
of the Medical Board concluded the subject over-
prescribed “tens of thousands of pills of controlled 
substances” and “there is no doubt … that any 
practicing physician would realize that many of the 
medications prescribed by [the subject] were being 
diverted, given the volume of controlled substances in 
question.” 

A Medical Board member advised the subject that at 
the point the Medical Board had earlier restored the 
subject’s privilege to practice medicine in the State of 
Ohio: “… some Board members were very concerned 
about whether [the subject] was appropriately 
handling the advanced practice nurses in his practice 
because they were prescribing narcotics.” 

The Office of the United States Attorneys for Ohio’s 
Northern District is currently reviewing the case for 
prosecutorial merit. 
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MCO Fraud Management Program 

During FY 2011, SID conducted 28 fraud detection 
and correction presentations to MCOs statewide. 

The SID regional claimant 
fraud teams reduced their 
average lag days from date 
allegation received to date 
case closed by 10 percent. 

 

strategies, including action steps specified in the SID Strategic Plan FY 2009 – FY 2013; and 

 Maintain an MCO Fraud Management Program, 
orienting and training MCOs to execute fraud 
detection and correction programs. SID created 
an MCO shared-documents site for fraud 
information. This site will host SID alerts to the 
MCOs and additional information. 

 Claimant Fraud 

Overview: SID regional 

claimant fraud investigations 
teams have dedicated staff 
located in most customer service 
offices throughout the state, 
primarily investigating alleged 
fraud committed by claimants. 

These regional claimant fraud teams are assigned to one of 
three regions: Region 1 (Northeast); Region 2 (Southeast); and 
Region 3 (West). 

Figure 5 compares the regional claimant fraud teams’ 
performance pertaining to several key measures between FY 
2010 and FY 2011. The regional claimant fraud teams 
completed investigations in less time and yet increased the 
percentage of cases closed founded and the number of 
prosecution referrals. 

Figure 5 

Trends: SID experienced the following claimant fraud trends 

during FY 2011: 

• Each month AD&I reviews data pertaining to all claimants 
receiving BWC-paid prescriptions and refers claims to field 
operations for review and determination, including 
scheduling physician DURs. These reviews either confirm 
the need for ongoing prescriptions or determine the 
prescriptions were not medically necessary. During FY 

Claimant fraud KPIs FY 2010 FY 2011 
% 

Change 

Founded percentage 41 42 2% 

Lag days: Received to closed 264 238 -10% 

Open cases 809 722 -11% 

Prosecution referrals 140 149 6% 

Common claimant 
fraud schemes 
• Work comp or working while 
receiving lost time benefits; 

• Physical activity or malingering: 
engaging in physical activities that 
are inconsistent with the allowed 
conditions in the claim; 

• Drug complaints: abusing BWC 
prescribed drugs, doctor shopping 
and/or altering prescriptions; 

• Filing a false claim; and  

• Altering claim documents. 

SID DUR results 
Since March 2008, SID DURs have 
resulted in the termination of drugs 
in 1,597 – or 58.2 percent – of 2,744 
closed cases. These founded cases 
have generated $37,939,273 in 
savings. 
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2011, SID DURs resulted in the termination of drugs in 504 – or 58.7 percent – of 859 closed cases, 
generating $9,787,944 in savings. 

 Increases in the number claimants alleged to have committed deception to obtain narcotics. 

 Work comp – working while receiving compensation – continues to be one of the two most common 
complaint types investigated by SID. 

• BWC is experiencing the following claim trends: 

 The average cost per claim has increased despite the filing of fewer claims; and 

 Claimants are receiving compensation for longer periods. 

Strategies: Based upon its strategic planning goals, performance and the above trends, SID continues 

to implement strategies to combat claimant fraud, including: 

 Increase proactive detection of malingering claimants receiving compensation; 

 Increase proactive detection of claimants with high medical costs; 

 Increase proactive detection of false claims, including claimants filing new claims proximate to a 
drug denial notification and/or a claim settlement; 

 Support the agency’s appropriate settling of claims, as BWC departments establish protocols that 
allow for more timely closure of claims. For example, SID is represented on the agency’s group 
dedicated to this priority; 

 Request changes in legislation: 

 To indicate whenever a claimant is found to have committed fraud in a workers’ compensation 
claim, the claimant is no longer eligible to receive workers’ compensation benefits; and 

 To allow SIU access to review Ohio Department of Taxation records. 

 Successfully implement all strategies listed in the next section of this report, Prescription Fraud. 

 

  Prescription Fraud 

Overview: Prescription drug 

abuse is increasing in Ohio. The 
Ohio Department of Health, in its 
study “Alarming Rise in 
Unintentional Drug Overdose 
Deaths in Ohio,” concluded that 
in 2009 “prescription drug abuse 
has become an epidemic in Ohio” 

citing, in part, the following: 

 For the first time, in 2007 unintentional drug poisoning exceeded motor vehicle traffic and suicide as 
the overall leading cause of injury death in Ohio. 

 In 2008, 47 percent of unintentional drug poisoning deaths in Ohio involved selected opioids 
[narcotics]. 

Taking decisive action 
During FY 2010, BWC SID identified 
and reported pill mills to be a fraud 
trend of epidemic magnitude. 

During FY 2011, BWC SID and other 
state agencies took clear and decisive 
action. 
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Within the past year, Ohio law enforcement 
agencies have increased efforts, executing more 
arrests and confiscating tens of thousands of pills. 
However, millions of pills are annually prescribed – 
in just one Ohio county (Scioto). 

BWC SID is increasingly deploying significant 
resources to conduct joint investigations with 
federal, state and local law enforcement agencies 
to combat prescription fraud. SID is a member of 
the Ohio Governor’s Opiate Drug Task Force. 

Ohio Governor John Kasich has concluded: "We 
have to really engage even more in the war on 
drugs in this state." Governor Kasich stated: "We 
really are a main artery for the transport of drugs, 
not just in Ohio, but through Ohio to other places.” 
Source – Columbus Dispatch article, May 21, 2011, 
entitled “Kasich signs 'pill mill' bill”. 

Since pain management clinics have been 
unregulated, legislation was essential to address 
the pill mill operators who are trafficking drugs. In 
May 2011, House Bill 93 granted the State Medical 
Board of Ohio oversight of the operation of pain-
management clinics, physicians who work there 
and the owners and supervisors of clinics. HB 93 
requires the Medical Board to regulate pain-
management clinics by rule. In June 2011, 
Governor Kasich signed an executive order to grant 
the Medical Board immediate authority to act even 
while rules are prepared for presentation to Ohio’s 
Joint Committee on Agency Rule Review (JCARR). 

BWC SID recognizes the contribution and cost of workers’ compensation prescriptions to this epidemic. 
BWC spends approximately $130 million annually on prescriptions for claimants. Therefore, BWC SID has 
taken decisive action in the war to protect Ohioans from pill mill operators. 

Trends: SID has experienced the following recent trends pertaining to the investigation and 

prosecution of drug-related fraud: 

 Figure 6 (next page) shows that since FY 2008 drug complaints increased as a percentage of all SID 
investigations to become SID’s most commonly investigated complaint type annually since FY 2009. 

  

Drug-related arrests up 6 percent 
The Ohio State Patrol “says it confiscated 20,219 
pills from Jan. 1 through May 10 [2011]. The agency 
also made 1,979 drug-related arrests through April, 
a 6 percent increase from the first four months in 
2010.” 

Source – Columbus Dispatch article, May 21, 2011, 
entitled “Kasich signs 'pill mill' bill”. 

122 pills per man, woman and child 
“The handful of doctors in tiny Scioto County in 
Southern Ohio last year prescribed more than 9.7 
million pills for a population of just 79,000 people. 
That's about 122 pills per man, woman and child 
…” 

Source – Cleveland Plain Dealer article, May 20, 
2011, entitled “Ohio Gov. John Kasich signs bill 
cracking down on dangerous pill mills”. 

House Bill 93 
‘The legislation enhances the ability of the Medical 
and Pharmacy Boards to take administrative action 
against “rogue” pain clinics …’ 

Source – State Medical Board of Ohio “Grand 
Rounds” special issue, May 2011. 
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As a result 
of a SID DUR 
initiative, 
during FY 
2011 drug 
complaints 
were 34.7 
percent of 
all 
complaints. 

10 percent of SID 
subjects convicted 
during FY 2011 
were claimants 
investigated and/or 
prosecuted on 
drug-related 
charges. 

 Figure 6 

 

 SID’s investigations have found claimants selling the narcotics that are paid by BWC and claimants 
filing claims at an emergency room to obtain narcotics. 

 SID’s prosecution results also reflect a significant amount of drug deception by claimants. Figure 7 
shows that during FY 2011 drug complaints were the third most common complaint type pertaining 
to SID’s convicted subjects. 

Figure 7 

 

 SID has detected that the claimants of recently convicted and unlicensed providers will commence 
securing their prescriptions for narcotics from de-certified or non-enrolled providers. Sometimes, 
these de-certified or non-enrolled providers have been the subjects of founded fraud investigations 
conducted by BWC SID. Current rules do not permit BWC to deny payments for prescriptions 
exclusively because they have been written by de-certified or non-enrolled providers. 
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Strategies: Based upon its strategic planning goals, performance and the above trends, SID continues 

to implement strategies to combat prescription fraud, including: 

 SID has worked with the BWC pharmacy 
department to address a multitude of issues 
related to the BWC drug program. During FY 
2011, the pharmacy department enacted several 
changes. The following are some of the projects 
with which SID staff members assisted the 
pharmacy department to ensure a balance of 
good patient care with fiscal responsibility, and 
to respond to the dramatic increase in accidental 
deaths associated with the use of prescription 
opioids: 

 Implement a rule change that no longer requires BWC to pay for prescriptions written by 
decertified or non-enrolled providers. This critical strategy would close the “loophole” cited in 
the last trend (above). If approved by JCARR, the rule change is scheduled to be effective on 
September 1, 2011. 

 Drug Formulary – To improve treatment, limit the 
inappropriate use of medications and reduce 
prescription costs, the BWC Board of Directors 
approved BWC's first ever formulary of medications for 
the outpatient treatment of claimants. If a prescriber 
provides medication not on the formulary list, then 
BWC will not reimburse him or her for treatment of any 
conditions in a claim. However, BWC will reimburse the 
provider in clinically documented cases of medical 
necessity and evidence of need, and for new indications 
approved by the U.S. Food and Drug Administration 
(FDA) on or after the effective date of the formulary. 
The period for such reimbursement will not to exceed 
180 days. Formularies are an industry standard that 
improve quality of care by enhancing the effectiveness 
and safety of the medications prescribed to Ohio's 
claimants while saving BWC an estimated $15 million. 

If approved by JCARR, the Drug Formulary is scheduled 
to be effective on September 1, 2011. 

 Lock-In Program: Implement a rule change that will allow BWC to designate a single pharmacy 
and/or a single prescribing physician to a given claimant. The BWC pharmacy department will 
likely present the proposed rule to the BWC Board of Directors in August 2011. 

 Drug Therapeutic Coding: AD&I identifies denied drugs continued to be paid as a result of an 
issue with the Physician Drug Report sent to providers to perform a DUR. The report was 
omitting “billed” drug classes that should have been included in the report and subsequently 
denied upon the recommendation of the DUR review. At the request of AD&I, BWC Data 
Warehouse staff updated the Standard Drug Review Report to show the “PBM Billed Class 
Code” and the “FDB Drug Class” (industry code). In drug denial situations, the process was 
changed to include updating the drug denial screen with both of these codes as a range. 

Combating drug abuse for a decade 
A decade ago, SID recognized the trend in drug 
trafficking and over-prescribing by providers and 
drug deception by claimants. In 2001, SID AD&I 
commenced pro-active detection of drug-related 
fraud allegations. In 2011, BWC SID is a member 
of the Governor’s Opiate Drug Task Force. 

BWC’s Drug Formulary 
A Drug Formulary is a list of 
medications approved for use in the 
treatment of conditions related to a 
claim and any restrictions or 
limitations associated with the 
medications. 

“The formulary allows for a thorough 
clinical review of each medication, 
better monitoring and control of 
inappropriate use, and assures access 
to medications that aid in the recovery 
of claimants and support their return 
to work.” 

Source -- BWC Administrator/CEO 
Stephen Buehrer. 
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Fraud Finders Program 
Fraud Finders is a recognition program to 
acknowledge other BWC employees who 
report workers’ compensation fraud. 

BWC employees 
furnished 58 percent of 
SID’s new allegations -- 
AD&I furnished 37 
percent and other BWC 
employees furnished 
21 percent. 

 AD&I provides data support for the pharmacy department’s proposal to require justification to 
extend prescription drug authorization after 60 days for auto-adjudicating claims. 

 SID continues to be proactive on monitoring and detecting drug-related prescription drug crimes 
committed by both claimants and providers; and 

 SID continues to develop a protocol to request Ohio 
Automated Rx Reporting System (OARRS) reports 
from the Pharmacy Board. HB 93 grants BWC access 
to OARRS reports – something SID has pursued for 
years. Just as OARRS is an essential resource for 
providers, access to the system will assist SID in its 
detection and subsequent prosecution of providers 
and claimants selling or deceptively obtaining our 
paid narcotics. 

Sources of Allegations 

Overview: BWC employees are the agency’s first and most 

effective line of defense in combating workers’ 
compensation fraud. Their knowledge, data access, 
dedication and vigilance prepare them to be proactive. SID 
investigative staff train them in the use of fraud red flags to 
detect suspected fraud. They report their fraud allegations to 
the respective SIU via any of several alternative means. 

Trend: Other BWC employees, including field operations staff members, are a primary source of new 

allegations. During FY 2011, BWC employees in other departments referred 923 allegations to SID. 
Figure 8 shows that other BWC employees were SID’s third most common source of new allegations. 

Figure 8 
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Legend: "Other" source types include, but are not limited to, claimants, 
employers, MCOs, other governmental agencies, and providers. 

HB 93 – Mandates use of OARRS 
“House Bill 93 requires the Medical Board to 
adopt rules establishing standards to be 
followed by a physician regarding the review 
of patient information available through 
OARRS.” 

Source – State Medical Board of Ohio “Grand 
Rounds” special issue, May 2011. 
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For example, a BWC nurse, a BWC claims services specialist, and an MCO employee each furnished an 
allegation to the HCPT pertaining to the Northwest Ohio provider subject profiled in the A Case in Point 
section of this report (page 9). The sources independently suspected and reported the subject’s over-
prescribing in separate claims. Their effective action resulted in the identification of savings to the Ohio 
workers’ compensation system of more than $685,000. 

Strategies: Based upon its strategic planning goals, performance and the above trends, SID continues 

to implement the following strategies to support sources of allegations: 

 Continue SID’s Fraud Finders Program, formally recognizing BWC employees in other departments 
for their exceptional efforts in detecting and referring fraud allegations. Present a 2011 Fraud Finder 
of the Year award; and 

 Continue to increase fraud referrals by educating MCOs on fraud and loss detection methods and by 
increasing communication between SID and MCOs. SID maintains a MCO Fraud Management 
Program, orienting and training MCOs to execute fraud detection and correction programs. SID 
created an MCO shared-documents site for fraud information. This site will host SID alerts to the 
MCOs and additional information. 

Other Strategies 

Strategies: Based upon its strategic planning goals, performance and trends, SID continues to 

implement strategies to increase the investigation and prosecution of all subject types, including: 

 Create a SID Facebook page designed to notify the public of prosecutions, including video footage, 
to promote fraud awareness and deterrence. The page describes common fraud schemes to trigger 
the public to recognize suspected fraud and includes a link for sources to report fraud via an online 
referral form. SID implemented its Facebook page in early July of FY 2012; 

 Increase the identification and prosecution of fraud, referring more than 20 percent of the subjects 
of founded, closed cases during FY 2012; and 

 Hire additional BWC special agents. In its Strategic Plan for FY 2009 – FY 2013 SID has emphasized 
the need to fund critical vacancies to meet its core mission and the increasing future demand for 
fraud prevention services: 

 In June 2011, BWC Administrator/CEO Stephen Buehrer approved SID to post and fill critical 
vacancies. The selected professionals will generate significant increases in SID performance 
results. 

Conclusion 

The above strategies, and others specified among the action steps that comprise the SID Strategic Plan 
FY 2009 – FY 2013, will ensure that the BWC special investigations department continues to accomplish 
its mission. While demand for fraud investigative services may well increase in FY 2012, SID’s 
commitment to protecting the Ohio State Insurance Fund will increase all the more. 


