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2005 2006 2007 2008 2009 2010 2011 2012 2013

ML $568 $748 $837 $894 $1,037 $1,011 $960 $984 $1,093

MCC $1,002 $1,333 $1,583 $1,881 $2,151 $2,228 $2,217 $2,300 $2,526

Rx $593 $731 $832 $939 $1,156 $1,414 $1,749 $2,165 $2,048

Med Tx $6,759 $7,869 $8,353 $9,167 $10,208 $10,549 $10,603 $10,514 $10,357
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Medical Benefits Components
Indemnity Claims at 24 Months Post Injury
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Average Medical Treatment Cost
Indemnity Claims @24 Months
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2002 to 13:
+269%
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Last Year:
+10%
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Reengineering Medical Dispute Resolution:
Media Perception and Reality
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How much medical care is delivered to injured workers?

2014 Services 
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Physician Decisions
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How much medical care is delivered to injured workers?
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Source: CWCI 2016

IMR Letters & Decisions

2013 - 2015

2015:
+19%

2015:
+13%

Independent Medical Review
Volume of Letters & Decisions
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UR Denials/Modifications Upheld vs Overturned
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IMR Decision Results
Volume & Timing

Result Services % 

Upheld 271,456 88.8%

Overturned 34,168 11.2%

Total 305,624 100%

Result Services % 

Upheld UR 260,834 88.6%

Overturned UR 33,624 11.4%

Total 294,458 100%

2016 – Annualized from First Quarter

2015
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IMR Decision Results
By Service

2016 IMR Distribution & Uphold Rates by Medical Service Category

Type of Service Requested
% of Service Requests % Upheld

2014 2015 2016-Q1 2014 2015 2016-Q1

Pharmaceuticals 45.2% 49.6% 49.0% 91.9% 89.7% 89.7%

Physical Therapy 9.2% 8.7% 8.8% 94.0% 92.5% 92.6%

DME, Prosthetics, Orthotics & Supplies 9.5% 7.8% 7.3% 93.8% 90.2% 90.6%

Injections 6.1% 5.9% 6.0% 92.1% 87.1% 88.7%

Surgery 4.7% 4.2% 4.7% 88.3% 86.9% 86.4%

MRI/CT/PET 3.8% 4.2% 4.3% 89.1% 86.5% 85.2%

Laboratory Services 2.9% 3.3% 4.3% 87.3% 85.3% 88.2%

Diagnostic Tests/Measurements 4.9% 3.9% 3.8% 88.0% 85.6% 86.6%

Acupuncture 2.1% 2.2% 2.1% 94.1% 91.6% 92.0%

Chiropractic Manipulation 1.8% 1.7% 1.6% 95.5% 90.8% 87.4%

Psych Services 2.1% 1.7% 1.5% 85.0% 79.5% 79.8%

Evaluation and Management 1.6% 1.5% 1.5% 79.1% 68.2% 71.6%

Other 6.0% 5.3% 5.0% 90.1% 85.9% 86.7%

Grand Total 100.0
0%

100.00% 100.00% 91.3% 88.6% 88.8%
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IMR Decision Results By Top Providers
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% of Decisions for Top Volume Providers

2015 Results

2016 Results

• 1Q 2016 identified 5,525 unique provider names. 

• Top 10 individual physicians associated with 11% of disputes.

• Top 1% of providers (N=53) linked to 31% of disputes

• Top 10% (N=553) linked to76% of disputes. 
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The High Cost of Benefit Delivery
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Loss Adjustment Expense / Loss

By State
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Breakdown of California 

“Benefit Delivery Expense”

MCC
41%

Defense 
Attorney

31%

Medical-
Legal
11%

Other
17%

WCRI  CompScope for CA Edition 15 (2015)

Slide 17

Other = App attorney, ancillary legal costs, 
admin assessments, etc.
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Claims with Attorney Involvement
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California is #2
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Claims with Medical Cost Containment

70%

80%

90%

100%

CA TX PA IN VA IA MA AR WI LA NC IL GA MN FL NJ MI

Claims with Med Cost Containment

California is #1

Source: WCRI CompScope 2015
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Comparison of Administrative Costs
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The L.A. Effect
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Days From Date of Injury to Employer Notification

LA is more than twice 

as long as rest of CA

Slide 23

Days from Injury to 
Employer Notification

� LA Basin: 21 days

� Rest of CA: 9 days

CWCI 2016.  All Rights reserved.CWCI 2016.  All Rights reserved.CWCI 2016.  All Rights reserved.

Days From Employer Notification to 1st Med Treatment

LA is 30% higher 

than the rest of the State  

Slide 24

Days from Employer Notification to 1st

Medical Treatment

LA Basin: 27 days

Rest of CA: 21 days
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Claim Status - Indemnity Claims

Closure Percent 

LA Basin – 77%

Rest of CA – 82%

LA claims remain 

open longer.

Slide 25
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Source: CWCI 2015

Regional Variation on Attorney Involvement Rates 
Indemnity Claims AY 2006 - 2015

Attorney Involvement

LA Basin - 58%

Rest of CA - 41%

LA has 40% 

more attorney 
involvement.
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PD Claims – Indemnity Claims

� PD Claims as a % of 
Indemnity Claims

LA Basin - 56%

Rest of CA - 43%

LA has a higher 

proportion with 
Permanent Disability.

AY 2006-2015 - Valued as of June 2015

Slide 27
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Total Medical Indemnity Expense

LA $52,543 $27,069 $20,280 $5,194

Rest of CA $39,282 $19,463 $17,169 $2,650
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Average Paid Per Indemnity Claim
By Cost Component

LA Basin and Rest of State
AY 2006-2015

34%

39%

18%

96%

Valued as of June 2015
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Average Paid Per Claim: Indemnity Claims 
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L.A. Medical Cost Drivers Responsible for Higher Costs 

Slide 29

Attorney Involvement
31.2%

Permanent Disability 
22.3%

Treatment
5.8%

Comorbidity: Mental 
Health
25.6%

Primary Diagnosis
16.0%

Employee - Job
12.7%

Cost Drivers 
Percent Contribution to Higher Costs in LA Basin

• Opioid use is less than the rest of the State

• Inpatient service use is lower in LA but not Orange/Inland 
Empire Counties

AY 2009-2011 medical costs at 36 months - valued thru June 2015
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Pharmaceuticals & the Opioid Epidemic

Slide 30
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Life of Claim:  15 – 19% of total medical benefits

(CWCI/NCCI 2016)
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• Brand /Generic Substitutions

• Price Variations for Same Drug

Developing the State Formulary

Key Considerations in the debate

Slide 32

CWCI 2016.  All Rights reserved.CWCI 2016.  All Rights reserved.CWCI 2016.  All Rights reserved.CWCI 2016.  All Rights reserved.

• Brand/Generic Substitutions

• Price Variations for Same Drug

Developing the State Formulary

Key Considerations in the debate

Slide 33

More than 90% of available Brand to 

Generic substitutions are already realized
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• Brand /Generic Substitutions

• Price Variations for Same Drug

Developing the State Formulary

Key Considerations in the debate
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Current RX Fee Schedule allows for 

significant price variation
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Source: CWCI 2016

Formulary Considerations: 
Unit Pricing Variation

Hydrocodone-Acetaminophen Tab 10-325 MG
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2014 Distribution of Drug by Therapeutic Group -
Prescriptions

Opioids topped the list of 
therapeutic groups in 
2014 (and every other 

year studied)

Other groups 
(antidepressants, 

anticonvulsants, and ulcer) 
include drugs that treat side-

effects

Other top groups include 
pain medications: anti-

inflammatory and 
dermatological drugs

Opioids
27%

Anti-Inflam
matory
19%Musculo 

skeletal
9%

Ulcer
7%

Anti 
convulsant

7%

Anti 
depressant

6%

Derma 
tological

5%

All Other
20%
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Analgesic Opioid Prescriptions and Payments:  2005 – 2014

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Scripts 27.0% 28.2% 29.8% 31.5% 31.8% 31.5% 31.2% 30.0% 28.8% 27.2%

Payments 19.3% 20.1% 26.3% 30.3% 31.9% 31.8% 31.5% 28.5% 25.1% 24.4%

0.0%
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20.0%

30.0%

40.0%

CWCI 2016

Opioid Scripts and 
payments

peaked between 
2009-2011

Noted declines 
between 2012 -

2014
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Analgesic Opioid:  2005 - 2015
Average Cost per Brand and Generic Prescription

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Brand $149 $170 $290 $383 $416 $433 $456 $482 $478 $486

Generic $55 $60 $52 $56 $56 $57 $61 $64 $69 $74
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CWCI 2016

Average cost of brand 
prescriptions increased 

by 226%

Average cost of generic 
prescriptions increased 

by 35% 
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Claim Based Measures at 24-Months of Development

Pcnt of injured 
workers

w/ opioids

24% 
increase

2005         2006        2007        2008         2009        2010        2011         2012
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Pcnt of injured 
workers

w/ opioids

Avg opioid 
scripts/claim

Avg MME
per script

Avg cumulative 
MME

per injured worker

Overall increase of 23%;
Peaked in 2009, falling 

7% through 2012 

2005         2006        2007        2008         2009        2010        2011         2012
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Claim Based Measures at 24-Months of Development
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Pcnt of injured 
workers

w/ opioids

Avg opioid 
scripts/claim

Avg MME
per script

Avg cumulative 
MME

per injured worker

Decreased 22% from 
peak in 2008

2005         2006        2007        2008         2009        2010        2011         2012
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Claim Based Measures at 24-Months of Development
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Pcnt of injured 
workers

w/ opioids

Avg opioid 
scripts/claim

Avg MME
per script

Avg total MME
per injured worker

Decreased 26% from 
peak in 2008
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Claim Based Measures at 24-Months of Development
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What’s Next in the California Workers’ Compensation

System in 2016 & Beyond

Questions?

Alex Swedlow, President, CWCI

aswedlow@cwci.org

510-251-9470
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