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FROM: David J. Armijo, General Manager 

SUBJECT: Staff Report for SB863- Workers' Compensation Reform 

BRIEFING ITEM 

RECOMMENDED ACTION!Sl: 

Consider receiving this report on SB863- Workers' Compensation Reform 

EXECUTIVE SUMMARY: 

12-265 

December 12, 2012 

On September 18, 2012, California Governor Edmund Brown signed into law SB863, a 
comprehensive workers' compensation reform package designed to bring balance to the 
workers' compensation system. The Governor challenged the legislature to pass a reform bill 
that would decrease costs and eliminate areas of abuse while increasing benefits to injured 
employees. 

BUDGETARY/FISCAL IMPACT: 

Savings will be determined based upon how the regulations are implemented over the next 
several years. 

BACKGROUND/RATIONALE: 

Governor Brown in his September 18, 2012 press release cites the following potential benefits 
of SB863: 

For Workers: 

a. Increases permanent disability benefits by 30 percent, with faster payments of awards 

b. Provides faster higher-quality medical treatment 

c. Improves retraining and increases awards for those with career ending injuries 

For Businesses: 

a. Reduces the cost of workers' compensation by close to $1 billion 

b. Reduces litigation, claims adjustment costs, and other frictional costs 

c. Provides a more predictable and more objective benefit delivery system 
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Although the regulations for 58863 will not be ovailoble until Jonuory 2013, listed below are the 
advantages ond disadvantages of the proposed changes thot will potentially impact the 
District's Workers' Compensation Program. It is anticipated thot opponents to 58863 will bring 
/ego/ challenges to numerous aspects of the bill before it is fully implemented. 

There are numerous changes to 58863 thot will be implemented over the next several years. 
Listed below ore the amendments thot ore predicted to hove the most impact on the cost or 
administration of the District's Workers' Compensation Program. 

ADVANTAGES/DISADVANTAGES: 

1. Changes in Permanent Disability (PD): 

a. limits to psychological injury, sleep and sexual dysfunction ad d-ons (effective 1/1/13) 

b. Elimination of 15% Permanent Disability bumps (effective 1/1/13) 

c. Increase of the maximum average weekly wage considered when calculating benefits 
(effective 1/1/13) 

d. Weekly PD payments will increase to $290 regardless of the percentage of permanent 
disability (effective 1/1/14). 

Impact on the District's Workers' Compensation Program: 

It is anticipated that limits to psychological injury, sleep and sexual dysfunction ad d-ons will 
have a significant cost impact by reducing PD ratings. 

When employees are unable to return back to their usual and customary duties, under the 
existing Labor Code, they receive 15% bump-ups (increases) to their permanent disability 
ratings. Conversely, if employees are able to return back to their usual and customary 
duties and receive permanent disability ratings they receive 15% bump-downs (decreases) 
to their permanent disability ratings. Under SB863, the 15% bump-up/down will be 
eliminated. There will be reduced administrative activities resulting from this change. The 
effect on cost should be minimal; the bump-up/down does not apply to all claims and both 
cost increases and decreases are being eliminated. 

The increase of the maximum average weekly wage considered when calculating benefits 
should have a minimal effect because District employee wages typically exceed the new 
increased average weekly wage. 

The increase in weekly PD payments will likely have a modest negative cost impact. The 
total PD award has not been increased so the main effect will be that the award will be paid 
out faster. 
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2. Medical Care Issues: Revised Medical Provider Network (MPN) rules. 

a. The changes limit the conditions under which an employee may pre-designate a 
personal physician outside the MPN although an employee still may treat outside of an 
employer's MPN if he or she properly pre-designates a personal physician in writing 
before the date of injury. 

b. The changes strengthen an employer's ability to enforce treatment within an MPN, and 
place significant barriers to treatment outside the network. SB863 explicitly provides 
that employers are not liable for payment of treatment impermissibly obtained outside 
of an MPN, and that employers are not liable for any consequences of treatment 
impermissibly obtained. 

c. MPN issues may be heard at expedited hearings. 

d. The employee's attorney no longer has the ability to object to treatment by a physician 
within the MPN. 

e. Judges at the Workers' Compensation Appeals Board (WCAB) can no longer dispute 
and/or make recommendations on medical treatment. Medical treatment decisions will 
rest solely with the primary treating physician. 

These changes will apply to Dates of Injuries as of January 1, 2013, unless amended. 

Impact on the District's Workers' Compensation Program: 

The changes should hasten the resolution of claims and reduce litigation and medical 
costs. 

Currently 90% of the District's employees with claims are treated by physicians within 
our MPN and 10% are treated by pre-designated physicians. 

3. New Systems for Handling Billing and Treatment Disputes: New Independent Bill Review 

(IBR) and Independent Medical Review {IMR) systems are scheduled to take effect in 2013. 

a. Allows the employee to appeal a Utilization Review decision or MPN dispute by 
requesting an I MR. 

b. Eliminates the Workers' Compensation Appeals Board's authority to adjudicate medical 
treatment disputes that are directed to the IMR process. 

c. Establishes a hierarchy of standards that are to be applied by the IMR, with the Medical 
Treatment Utilization Schedule as the highest source for evaluating the appropriateness 
of medical treatment. 
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d. Makes the results of the IMR process binding on all parties, absent clear and convincing 
evidence of fraud or conflict of interest. 

Impact on the District's Workers' Compensation Program: 

Assuming the above changes are not successfully challenged and altered, they will help 
expedite claims closure and potentially reduce litigation costs. 

4. Changes in the Lien Process: Prohibits the filing of a lien by healthcare providers for 

matters that are subject to the IMR and IBR dispute resolution processes. 

a. Establishes a $150 filing fee in order to file a lien and a $100 activation fee for legacy 
liens, recoverable if the lien claimant prevails. 

b. Adopts statutes of limitation within which liens must be filed for dates of service prior to 
and after January 1, 2013. 

Impact on the District's Workers' Compensation Program: 

Because 90% of the District's employees with claims are treating within the MPN, these 
changes will not have a large impact on the District's Workers' Compensation Program. 
However, if there is a dispute on claims for employees with pre-designated physicians, 
time limits and fees will apply to healthcare providers. 

ALTERNATIVE ACTIONS: 

No alternative actions are proposed. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

None 

ATTACHMENTS: 

None 

Department Head Approval: Kurt De Stigter, Chief Human Resources Officer 

Reviewed by: Ken Scheidig, Interim General Counsel 
Lewis Clinton, Chief Financial Officer 

Prepared by: Janet Jackson, Human Resources Manager 

243




