
 
 
 
 
 
 

 
 
   

 

Client Bulletin – California Legislative Bill Analysis and Update 

For the past 25 years, MEDEX has committed to keeping its finger on the pulse of Workers’ Compensation 

developments that may impact our clients’ Workers’ Compensation programs, including monitoring upcoming 

legislation, regulatory changes, industry trends, and identifying the strategic opportunities they present for optimal 

risk management and cost efficiency.  

We’re getting in touch today to share information about two counterproductive California bills, analyze 

what we know about the potential impacts, and update you on what MEDEX is doing to quash these 

regressive legislative efforts.   

As you may know, the California legislature could be considering two new bills, which, if passed, will have 

substantial and detrimental consequences for the Workers’ Compensation programs of employers and payers in 

the state. These bills would essentially undo the stabilizing Workers’ Compensation reforms of the past 

several decades, including the HCO and MPN programs and managed care strategies (such as medical bill 

review and utilization review) essential to controlling claims.  

AB 1465  

Assembly Bill 1465 (AB 1465), authored by Assemblymembers Eloise Reyes and Lorena Gonzalez, ostensibly 

exists to improve injured worker access to medical treatment. The bill would require the DWC to establish a 

statewide medical provider network called the California MPN (CAMPN), which would allow any physician who 

meets the law’s minimum criteria to join the network. All injured workers would be given the choice to treat within 

their employer’s network or the CAMPN.  

MEDEX stands in strong opposition to AB 1465 because it would severely undermine the quality of Workers’ 

Compensation treatment by sidelining the experienced provider quality control of employer MPNs. The state’s 

CAMPN would allow nearly any provider, except those who have been suspended by the Administrative Director 

or who are not in good standing with the Medical Board, to treat injured workers. This includes providers who are 

known across the system for providing poor quality care, writing reports that create friction in legal proceedings, 

engaging in questionable billing practices, and other habits that have resulted in their exclusion from effective 

MPNs. AB 1465 would undo the sustained pressure on providers to successfully and efficiently meet the needs of 

the complex Workers’ Compensation system, exposing injured workers to inappropriate and substandard 

treatment, administrative friction, delay, and other chaos that the carefully cultivated employer MPNs have rooted 

out over time by excluding unsuitable providers.  

In addition, the California Workers’ Compensation Institute (CWCI) has just completed an Impact Analysis on AB 

1465 demonstrating that the bill’s provisions “would have both known and unintended consequences that limit its 

ability to achieve [greater access to treatment].” The study shows that an arbitrary increase in the sheer number 

of physicians is unlikely to increase quality of care or MPN utilization and access beyond that achieved with the 

approximately 90 percent of Workers’ Compensation provider services currently delivered by employer MPNs.  

It also shows that the costs of new DWC infrastructure to build and maintain the CAMPN would amount to $15-65 

million per year and will increase the cost of treatment by $286 million per year by negating existing contractual 

pricing models. The CWCI’s analysis concludes that the combined initial cost estimate of $314+ million per year is 

unlikely to improve access to Workers’ Compensation care and will likely lead to increases in other known cost 

drivers in the system.  



 

 

AB 399 – “Medical Provider Network Transparency Act of 2021” 

Assembly Bill 399 (AB 399), authored by Assemblymember Rudy Salas, at length alleges that MPNs limit access 

to care by denying providers the ability to update their locations and denying all stakeholders the ability to 

determine the MPN covering an injured worker, that contracted discounts to OMFS have driven down the quality 

of care, and that IBR should be expanded to avoid liens. The bill would expand the entitlements of Workers’ 

Compensation providers by imposing additional restrictions, penalties, and fees on employers, carriers, insurers, 

claims administrators, MPNs, utilization review organizations, and other stakeholders who violate its provisions.  

MEDEX opposes AB 399 because it seeks to address issues in the system created by uncooperative providers by 

allowing those providers to weaken the checks and balances of the Workers’ Compensation reforms. AB 399 

wrests fine-tuned control over medical treatment away from employers, MPNs, UROs, and claims administrators 

and places it with providers in ways that damage the efficacy of exclusive networks, utilization review, preferred 

non-physician services vendors, and imposes penalties, fees, reimbursements, and other clear costs on 

employers, carriers, and administrators. AB 399 would incentivize and reward provider behavior that tends toward 

fraud, inefficiency, overtreatment, improper billing, and other costly tactics while imposing additional costs, 

administrative burdens, legal risks, inefficiencies, unnecessary adversarial interactions, and other severe 

detriments on both the DWC and on employers, claims administrators, payers, MPNs, and other stakeholders.  

MEDEX Joins Forces with Other Industry Leaders to Oppose Regressive Workers’ Compensation Bills 

MEDEX Chief Legal Counsel, Don Balzano, who has testified before the Senate Industrial Relations Committee 

and the Assembly Insurance Committee on numerous occasions, and our well-regarded lobbyist, Lori Kammerer, 

have been active in leading the charge against AB 1465 and AB 399. We have held meetings with the offices of 

Assemblymembers Salas and Reyes, authors of the two problematic bills. In addition, we have met with the office 

of the Chair of the Assembly Insurance Committee, Tom Daly, and with Clair Wendt, Principal Consultant of that 

Committee, which has oversight of Workers’ Compensation bills.  

MEDEX was also a participant and signatory to CWCI’s Letter of Opposition to AB 1465 (attached).  

Bill Status 

AB 399 was introduced on February 3, 2021 and referred to the Assembly Committee on Insurance. Because of 

vocal opposition by MEDEX and other stakeholders, AB 399’s author has agreed to make it a two-year bill. It will 

not have a hearing this year.  

AB 1465 was introduced in late February 2021 and has been referred to the Assembly Committee on Insurance. 

The bill was amended on April 15, 2021 to require that MPNs provide their provider listings retroactive back to 

January 1, 2021.  The Chair of the Committee has not decided whether he will add this bill to his hearing 

scheduled on April 29, 2021.  If the bill is not heard on the 29th, the author may decide to make AB 1465 a two-

year bill.   

Additional Resources  

We will continue to deploy our decades of experience in Workers’ Compensation and influential expertise in the 

legislative process to defend our hard-fought Workers’ Compensation reforms from the threat of these and similar 

bills in the coming legislative sessions.  

We have included the following resources for your reference. Click the paperclip icon to open each attachment: 

- Bill text of AB 399 

- Bill text of AB 1465 

- CWCI Letter of Opposition to AB 1465, to which MEDEX was a signatory 

- CWCI Impact Analysis of AB 1465 (released April 13, 2021) 

- Letter of Opposition from the American Property Casualty Insurance Association, California Chamber of 

Commerce, California Coalition on Workers’ Compensation, et al.  




As Amends the Law Today


AB-399 Workers’ compensation. (2021-2022)


SECTION 1. (a) It is the intent of the Legislature to enact legislation known as the Medical Provider Network


Transparency Act of 2021.


(b) The Legislature finds and declares the following:


(1)  Responses to  authorization  requests  for  treatment  of  injured workers  are  delayed beyond  the timelines


outlined in the Labor Code, which lacks a firm deadline.


(2) Injured workers, providers, insurance carriers, and other parties are unable to determine the named medical


provider network covering an injured worker and, without this information, injured workers cannot find necessary


providers. Similarly, providers also cannot determine if they are authorized to treat an injured worker.


(3) Medical provider networks do not allow providers to update their business address to reflect a move or new


location,  which has diminished the number of  providers  available  to treat  patients,  and forces medical  care


outside the medical provider network.


(4) Medical  provider networks list  third-party pricing and contracting entities,  rather than providers,  in their


provider rosters, which can create a mechanism for some carriers to preferentially direct care to these entities


rather than local providers that are also in the medical provider network. This practice requires patients to travel


by plane for medical care with a favored vendor when that medical care could be provided by their doctor next


door.


(5) Steep contractual discounts to the official medical fee schedule have created a race to the bottom in the


worker’s compensation system with quality providers leaving the system. Injured workers are left with only low-


quality, volume-based medical practices that are willing to accept the lowest rates.


(6) The lack of a genuine independent bill review process causes an increase in the frictional costs of the system


through liens and petitions as a result of independent bill review for payment dispute adjudication.


SEC. 2. Section 139.5 of the Labor Code is amended to read:


139.5. (a)  (1)  The  administrative  director  shall  contract  with  one  or  more  independent  medical  review


organizations and one or more independent bill review organizations to conduct reviews pursuant to Article 2


(commencing with Section 4600) of Chapter 2 of Part 2 of Division 4. The independent review organizations shall


be  independent  of  any  workers’  compensation  insurer  or  workers’  compensation  claims  administrator  doing


business in this state. The administrative director may establish additional requirements, including conflict-of-


interest standards, consistent with the purposes of Article 2 (commencing with Section 4600) of Chapter 2 of Part


2 of Division 4, that an organization shall be required to meet in order to qualify as an independent review


organization and to assist the division in carrying out its responsibilities.


(2) To enable the independent review program to go into effect for injuries occurring on or after January 1, 2013,


and until  the administrative director establishes contracts as otherwise specified by this section, independent


review organizations under contract with the Department of Managed Health Care pursuant to Section 1374.32 of


the Health and Safety Code may be designated by the administrative director to conduct reviews pursuant to


Article 2 (commencing with Section 4600) of Chapter 2 of Part 2 of Division 4. The administrative director may


use an interagency agreement to implement the independent review process beginning January 1, 2013. The


administrative director may initially contract directly with the same organizations that are under contract with the


Department of Managed Health Care on substantially the same terms without competitive bidding until January 1,


2015.
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(3)  (A)  If  a  provider  is  found  to  be  owed  additional  reimbursement  by  an  independent  medical  review


organization, all fees associated with the filing of that review shall be reimbursed to the provider, via the initial


payment method, within five business days.


(B) If the reimbursement is not made pursuant to paragraph (A), a penalty of one thousand dollars ($1,000) shall


accrue per month until the refund is made.


(b) (1) The independent medical review organizations and the medical professionals retained to conduct reviews


shall be deemed to be consultants for purposes of this section.


(2) There shall be no monetary liability on the part of, and no cause of action shall arise against, any consultant


on account of any communication by that consultant to the administrative director or any other officer, employee,


agent, contractor, or consultant of the Division of Workers’ Compensation, or on account of any communication by


that  consultant  to  any  person  when  that  communication  is  required  by  the  terms  of  a  contract  with  the


administrative director pursuant to this section and the consultant does all of the following:


(A) Acts without malice.


(B) Makes a reasonable effort to determine the facts of the matter communicated.


(C)  Acts  with  a  reasonable  belief  that  the  communication  is  warranted by  the  facts  actually  known  to  the


consultant after a reasonable effort to determine the facts.


(3) The immunities afforded by this section shall not affect the availability of any other privilege or immunity


which may be afforded by law. This section shall not be construed to alter the laws regarding the confidentiality of


medical records.


(c) (1) An organization contracted to perform independent medical review or independent bill  review shall be


required to employ a medical director who shall be responsible for advising the contractor on clinical issues. The


medical director shall be a physician and surgeon licensed by the Medical Board of California or the Osteopathic


Medical Board of California.


(2) The independent review organization, any experts it designates to conduct a review, or any officer, director, or


employee of the independent review organization shall not have any material professional, familial, or financial


affiliation, as determined by the administrative director, with any of the following:


(A) The employer, insurer or claims administrator, or utilization review organization.


(B) Any officer, director, employee of the employer, or insurer or claims administrator.


(C) A physician, the physician’s medical group, the physician’s independent practice association, or other provider


involved in the medical treatment in dispute.


(D) The facility or institution at which either the proposed health care service, or the alternative service, if any,


recommended by the employer, would be provided.


(E) The development or manufacture of the principal drug, device, procedure, or other therapy proposed by the


employee whose treatment is under review, or the alternative therapy, if any, recommended by the employer.


(F) The employee or the employee’s immediate family, or the employee’s attorney.


(d) The independent review organizations shall meet all of the following requirements:


(1) The organization shall not be an affiliate or a subsidiary of, nor in any way be owned or controlled by, a


workers’ compensation insurer, claims administrator, or a trade association of workers’ compensation insurers or


claims administrators. A board member, director, officer, or employee of the independent review organization shall


not serve as a board member, director, or employee of a workers’ compensation insurer or claims administrator. A


board  member,  director,  or  officer  of  a  workers’  compensation  insurer  or  claims  administrator  or  a  trade


association  of  workers’  compensation  insurers  or  claims  administrators  shall  not  serve  as  a  board  member,


director, officer, or employee of an independent review organization.


(2) The organization shall submit to the division the following information upon initial application to contract


under this section and, except as otherwise provided, annually thereafter upon any change to any of the following


information:


(A) The names of all stockholders and owners of more than 5 percent of any stock or options, if a publicly held
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organization.


(B) The names of all holders of bonds or notes in excess of one hundred thousand dollars ($100,000), if any.


(C) The names of all  corporations and organizations that the independent review organization controls or  is


affiliated with, and the nature and extent of any ownership or control, including the affiliated organization’s type


of business.


(D) The names and biographical  sketches of all  directors, officers, and executives of the independent review


organization,  as  well  as  a statement  regarding any past or present  relationships the directors,  officers,  and


executives may have with any employer, workers’ compensation insurer, claims administrator, medical provider


network,  managed  care  organization,  provider  group,  or  board  or  committee  of  an  employer,  workers’


compensation insurer, claims administrator, medical provider network, managed care organization, or provider


group.


(E) (i) The percentage of revenue the independent review organization receives from expert reviews, including,


but not limited to, external medical reviews, quality assurance reviews, utilization reviews, and bill reviews.


(ii)  The  names of  any workers’  compensation  insurer,  claims  administrator,  or  provider  group for  which  the


independent review organization provides review services, including, but not limited to, utilization review, bill


review, quality assurance review, and external medical review. Any change in this information shall be reported to


the department within five business days of the change.


(F) A description of the review process, including, but not limited to, the method of selecting expert reviewers and


matching the expert reviewers to specific cases.


(G) A description of the system the independent medical review organization uses to identify and recruit medical


professionals to review treatment and treatment recommendation decisions, the number of medical professionals


credentialed, and the types of cases and areas of expertise that the medical professionals are credentialed to


review.


(H) A description of how the independent review organization ensures compliance with the conflict-of-interest


requirements of this section.


(3) The organization shall demonstrate that it has a quality assurance mechanism in place that does all of the


following:


(A) Ensures that any medical professionals retained are appropriately credentialed and privileged.


(B) Ensures that the reviews provided by the medical professionals or bill reviewers are timely, clear, and credible,


and that reviews are monitored for quality on an ongoing basis.


(C) Ensures that the method of selecting medical professionals for individual cases achieves a fair and impartial


panel of medical professionals who are qualified to render recommendations regarding the clinical conditions and


the medical necessity of treatments or therapies in question.


(D) Ensures the confidentiality of medical records and the review materials, consistent with the requirements of


this section and applicable state and federal law.


(E) Ensures the independence of the medical  professionals  or bill  reviewers retained to perform the reviews


through conflict-of-interest policies and prohibitions, and ensures adequate screening for conflicts of interest,


pursuant to paragraph (5).


(4) Medical  professionals  selected by independent  medical  review organizations to review medical  treatment


decisions shall be licensed physicians, as defined by Section 3209.3, in good standing, who meet the following


minimum requirements:


(A)  The  physician  shall  be  a  clinician  knowledgeable  in  the  treatment  of  the  employee’s  medical  condition,


knowledgeable about the proposed treatment, and familiar with guidelines and protocols in the area of treatment


under review.


(B) Notwithstanding any other law, the physician shall hold a nonrestricted license in any state of the United


States, and for physicians and surgeons holding an M.D. or D.O. degree, a current certification by a recognized


American medical specialty board in the area or areas appropriate to the condition or treatment under review. The


independent medical review organization shall give preference to the use of a physician licensed in California as


the reviewer.
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(C) The physician shall have no history of disciplinary action or sanctions, including, but not limited to, loss of


staff privileges or participation restrictions, taken or pending by any hospital, government, or regulatory body.


(D) Commencing January 1, 2014, the physician shall not hold an appointment as a qualified medical evaluator


pursuant to Section 139.2.


(5) Neither the expert reviewer, nor the independent review organization, shall have any material professional,


material familial, or material financial affiliation with any of the following:


(A) The employer, workers’ compensation insurer or claims administrator, or a medical provider network of the


insurer or claims administrator, except that an academic medical center under contract to the insurer or claims


administrator  to  provide  services  to  employees  may  qualify  as  an  independent  medical  review organization


provided it will  not provide the service and provided the center is not the developer or manufacturer of  the


proposed treatment.


(B) Any officer, director, or management employee of the employer or workers’ compensation insurer or claims


administrator.


(C)  The  physician,  the  physician’s  medical  group,  or  the  independent  practice  association  proposing  the


treatment.


(D) The institution at which the treatment would be provided.


(E) The development or manufacture of the treatment proposed for the employee whose condition is  under


review.


(F) The employee or the employee’s immediate family.


(6) For purposes of this subdivision, the following terms shall have the following meanings:


(A) “Material familial affiliation” means any relationship as a spouse, child, parent, sibling, spouse’s parent, or


child’s spouse.


(B) “Material financial affiliation” means any financial interest of more than 5 percent of total annual revenue or


total  annual  income  of  an  independent  review  organization  or  individual  to  which  this  subdivision  applies.


“Material financial affiliation” does not include payment by the employer to the independent review organization


for the services required by the administrative director’s contract with the independent review organization, nor


does “material financial affiliation” include an expert’s participation as a contracting medical provider where the


expert is affiliated with an academic medical  center or a National Cancer Institute-designated clinical  cancer


research center.


(C) “Material professional affiliation” means any physician-patient relationship, any partnership or employment


relationship,  a  shareholder  or  similar  ownership  interest  in  a  professional  corporation,  or  any  independent


contractor arrangement that constitutes a material financial affiliation with any expert or any officer or director of


the independent review organization. “Material professional affiliation” does not include affiliations that are limited


to staff privileges at a health facility.


(e) The division shall provide, upon the request of any interested person, a copy of all nonproprietary information,


as determined by the administrative director, filed with it by an independent review organization under contract


pursuant to  this section.  The division  may charge a fee to the interested person for  copying the requested


information.


(f) The Legislature finds and declares that the services described in this section are of such a special and unique


nature that they must be contracted out pursuant to paragraph (3) of subdivision (b) of Section 19130 of the


Government Code. The Legislature further finds and declares that the services described in this section are a new


state function pursuant to paragraph (2) of subdivision (b) of Section 19130 of the Government Code.


SEC. 3. Section 4603.2 of the Labor Code is amended to read:


4603.2. (a) (1) Upon selecting a physician pursuant to Section 4600, the employee or physician shall notify the


employer of the name and address, including the name of the medical group, if applicable, of the physician. The


physician shall submit a report to the employer within five working days from the date of the initial examination,


as required by Section 6409, and shall submit periodic reports at intervals that may be prescribed by rules and


regulations adopted by the administrative director.
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(2) If the employer objects to the employee’s selection of the physician on the grounds that the physician is not


within the medical provider network used by the employer, and there is a final determination that the employee


was  entitled  to  select  the  physician  pursuant  to  Section  4600,  the  employee  shall  be  entitled  to  continue


treatment with that physician at the employer’s expense in accordance with this division, notwithstanding Section


4616.2. The employer shall be required to pay from the date of the initial examination if the physician’s report


was submitted within five working days of the initial examination. If the physician’s report was submitted more


than five working days after the initial examination, the employer and the employee shall not be required to pay


for any services prior to the date the physician’s report was submitted.


(3) If the employer objects to the employee’s selection of the physician on the grounds that the physician is not


within the medical provider network used by the employer, and there is a final determination that the employee


was not entitled to select a physician outside of the medical provider network, the employer is not liable for


treatment provided by or at the direction of that physician or for any consequences of the treatment obtained


outside the network.


(b) (1) (A) A provider of services provided pursuant to Section 4600, including, but not limited to, physicians,


hospitals, pharmacies, interpreters, copy services, transportation services, and home health care services, shall


submit its request for payment with an itemization of services provided and the charge for each service, a copy of


all reports showing the services performed, the prescription or referral from the primary treating physician if the


services were performed by a person other than the primary treating physician, and any evidence of authorization


for the services that may have been received. This section does not prohibit an employer, insurer, or third-party


claims administrator from establishing, through written agreement, an alternative manual or electronic request


for payment with providers for services provided pursuant to Section 4600.


(B) Effective for services provided on or after January 1, 2017, the request for payment with an itemization of


services provided and the charge for each service shall be submitted to the employer within 12 months of the


date of service or within 12 months of the date of discharge for inpatient facility services. The administrative


director shall adopt rules to implement the 12-month limitation period. The rules shall define circumstances that


constitute good cause for an exception to the 12-month period, including provisions to address the circumstances


of a nonoccupational injury or illness later found to be a compensable injury or illness. The request for payment is


barred unless timely submitted.


(C) The request for payment with an itemization of services provided and the charge for each service shall be


submitted to the employer with the national provider identifier (NPI) number for the physician or provider who


provided the service for which payment is sought in accordance with rules adopted by the administrative director


pursuant to Section 4603.4. Failure to include the physician’s or provider’s NPI shall result in the request for


payment being barred until  the physician’s or provider’s NPI is submitted with the request for payment. This


subparagraph  does  not  preclude  an  employer,  insurer,  pharmacy  benefit  manager,  or  third-party  claims


administrator from requiring the physician’s or provider’s NPI at an earlier date. This subparagraph is declaratory


of existing law.


(D) Notwithstanding the requirements of this paragraph, a copy of the prescription shall not be required with a


request for payment for pharmacy services, unless the provider of services has entered into a written agreement,


as provided in this paragraph, that requires a copy of a prescription for a pharmacy service.


(E)  This  section  does  not  preclude  an  employer,  insurer,  pharmacy  benefits  manager,  or  third-party  claims


administrator from requesting a copy of the prescription during a review of any records of prescription drugs that


were dispensed by a pharmacy.


(2) Except as provided in subdivision (d) of Section 4603.4, or under contracts authorized under Section 5307.11,


payment for medical treatment provided or prescribed by the treating physician selected by the employee or


designated by the employer shall be made at reasonable maximum amounts in the official medical fee schedule,


pursuant to Section 5307.1, in effect on the date of service. Payments shall be made by the employer with an


explanation of review pursuant to Section 4603.3 within 45 days after receipt of each separate itemization of


medical services provided, together with any required reports and any written authorization for services that may


have been received by the physician. If the itemization or a portion thereof is contested, denied, or considered


incomplete, the physician shall be notified, in the explanation of review, that the itemization is contested, denied,


or considered incomplete, within 30 days after receipt of the itemization by the employer. An explanation of


review that states an itemization is incomplete incomplete, or that documentation is missing,  shall also state all


additional information required to make a decision. A claim shall not be denied as a duplicate claim without


providing proof of payment of the original claim. A  properly documented list of services provided and not paid at


the rates then in effect under Section 5307.1 within the 45-day period shall be paid at the rates then in effect and
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increased by 15 percent, together with interest at the same rate as judgments in civil actions retroactive to the


date of receipt of the itemization, unless the employer does both of the following:


(A) Pays the provider at the rates in effect within the 45-day period.


(B) Advises, in an explanation of review pursuant to Section 4603.3, the physician, or another provider of the


items being contested, the reasons for contesting these items, and the remedies available to the physician or the


other provider if the physician or provider disagrees. In the case of an itemization that includes services provided


by a hospital, outpatient surgery center, or independent diagnostic facility, advice that a request has been made


for an audit of the itemization shall satisfy the requirements of this paragraph.


An employer’s liability to a physician or another provider under this section for delayed payments shall not affect


its liability to an employee under Section 5814 or any other provision of this division.


(3) Notwithstanding paragraph (1), if the employer is a governmental entity, payment for medical treatment


provided or prescribed by the treating physician selected by the employee or designated by the employer shall be


made within 60 days after receipt of  each separate itemization, together with any required reports and any


written authorization for services that may have been received by the physician.


(4) Duplicate submissions of medical services itemizations, for which an explanation of review was previously


provided, shall require no further or additional notification or objection by the employer to the medical provider


and shall not subject the employer to any additional penalties or interest pursuant to this section for failing to


respond to the duplicate submission. This paragraph applies only to duplicate submissions and does not apply to


any other penalties or interest that may be applicable to the original submission.


(5) (A) An employer may defer objecting to or paying any bill submitted by, or on behalf of, a provider whose


liens are stayed pursuant to Section 4615, and the time limits for taking any action prescribed by paragraphs (2)


and (3) shall not commence until the stay is lifted pursuant to Section 4615.


(B) An employer may object to any bill  submitted by, or on behalf  of,  a provider who has been suspended


pursuant to Section 139.21.


(c) Interest or an increase in compensation paid by an insurer pursuant to this section shall be treated in the


same manner as an increase in compensation under subdivision (d) of Section 4650 for the purposes of any


classification of risks and premium rates, and any system of merit rating approved or issued pursuant to Article 2


(commencing with Section 11730) of Chapter 3 of Part 3 of Division 2 of the Insurance Code.


(d) (1) Whenever an employer or insurer employs an individual or contracts with an entity to conduct a review of


an itemization submitted by a physician or medical provider, the employer or insurer shall make available to that


individual  or  entity  all  documentation  submitted  together  with  that  itemization  by the  physician  or  medical


provider. When an individual or entity conducting an itemization review determines that additional information or


documentation  is  necessary  to  review  the  itemization,  the  individual  or  entity  shall  contact  the  claims


administrator  or  insurer  to  obtain  the  necessary  information  or  documentation  that  was  submitted  by  the


physician or medical provider pursuant to subdivision (b).


(2) (A) An individual or entity reviewing an itemization of service submitted by a physician or medical provider,


including a medical provider network, an entity that provides ancillary services, as defined in Section 4616.5, or


an entity providing services for or on behalf of the medical provider network or its providers, shall not alter the


procedure  codes  listed  or  recommend  reduction  of  the  amount  of  the  payment  unless  the  documentation


submitted  by  the  physician  or  medical  provider  with  the  itemization  of  service  has  been  reviewed  by  that


individual or entity. If the reviewer does not recommend payment for services as itemized by the physician or


medical  provider,  the  explanation  of  review shall  provide  the  physician  or  medical  provider  with  a  specific


explanation as to why the reviewer altered the procedure code or changed other parts of the itemization and the


specific deficiency in the itemization or documentation that caused the reviewer to conclude that the altered


procedure code or amount recommended for payment more accurately represents the service performed.


(B) The amendments to subparagraph (A) made by the act adding this subparagraph are declaratory of existing


law.


(e) (1) If the provider disputes the amount paid, the provider may request a second review within 90 days of


service of the explanation of review or an order of the appeals board resolving the threshold issue as stated in the


explanation of review pursuant to paragraph (5) of subdivision (a) of Section 4603.3. The request for a second


review shall be submitted to the employer on a form prescribed by the administrative director and shall include all


of the following:
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(A) The date of the explanation of review and the claim number or other unique identifying number provided on


the explanation of review.


(B) The item and amount in dispute.


(C) The additional payment requested and the reason therefor.


(D) The additional information provided in response to a request in the first explanation of review or any other


additional information provided in support of the additional payment requested.


(2) If the only dispute is the amount of payment and the provider does not request a second review within 90


days, the bill shall be deemed satisfied and neither the employer nor the employee shall be liable for any further


payment.


(3) Within 14 days of a request for second review, the employer shall respond with a final written determination


on each of the items or amounts in dispute. Payment of any balance not in dispute shall be made within 21 days


of receipt of the request for second review. This time limit may be extended by mutual written agreement.


(4) If the provider contests the amount paid, after receipt of the second review, the provider shall request an


independent bill review as provided for in Section 4603.6.


(f) Except as provided in paragraph (4) of subdivision (e), the appeals board shall have jurisdiction over disputes


arising out of this section pursuant to Section 5304.


(g) For matters not eligible for independent bill review as defined in Section 4603.6, the provider shall have the


right to file a petition for determination of nonindependent bill review dispute.


(1) When applicable, independent bill review applies solely to disputes directly related to the amount payable to a


provider under an official fee schedule in effect on the date the medical-legal goods or services were provided.


Other  expense disputes between a defendant and a  provider  are nonindependent bill  review disputes.  Such


nonindependent bill review disputes shall include, but are not limited to, all of the following:


(A) A threshold issue that would entirely defeat an expense claim, including, but not limited to, employment,


statute of limitations, insurance coverage, or personal or subject matter jurisdiction, however, for purposes of this


section, a threshold issue shall not include a dispute over whether the employee sustained industrial injury or


injury to a particular body part.


(B) Whether the claimed expense was incurred for the purpose of proving or disproving a contested claim.


(C) Whether the claimed expense was authorized, reasonably, actually, and necessarily incurred


(D) Whether the denial reason contained in the defense issued explanation of review was accurate, legitimate. or


valid.


(E) An assertion by the provider that the defendant has waived any objection to the amount of the bill because


the defendant allegedly failed to comply with the relevant requirements, timelines, and procedures set forth in


Sections 4622, 4603.3, and 4603.6 and the related Rules of the Administrative Director.


(F)  An assertion by the defendant  that  the provider has waived any claim to  further  payment  because the


provider allegedly failed to comply with the relevant requirements, timelines, and procedures set forth in Sections


4622 and 4603.6 and the related Rules of the Administrative Director.


(G) An assertion by the defendant that an interpreter who rendered services at an examination did not meet the


criteria established by subdivision (d) of Section 4620, paragraph (2) of subdivision (b) of Section 5811, and the


Rules of the Administrative Director, as applicable.


(H) An assertion by the defendant that an interpreter was not reasonably required at a medical-legal examination


because the employee proficiently speaks and understands the English language.


(2) A defendant shall not, nor have an obligation to, file a petition for determination of nonindependent bill review


dispute when payment is denied.


(3) A provider may file a petition for determination of nonindependent bill review dispute with respect to any


expense dispute not subject to independent bill review.


(A) A declaration of readiness may, but is not required to, accompany the petition.
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(B) A copy of the petition and any declaration of readiness shall be concurrently served on the following:


(i) A defendant or defendants.


(ii) The employee or dependent.


(iii) If any of these persons or entities in clause (i) or (ii) is represented, service shall also be made on the


attorney or hearing representative.


(C) A provider is not required to file a claim of costs in the form of a lien in conjunction with the petition or


declaration  of  readiness.  However,  if  the provider  elects  to  file  such a lien,  it  shall  pay a lien  filing  fee,  if


applicable.


(4) (A) Notwithstanding the filing of a declaration of readiness in accordance with the provisions of paragraph (2)


or  (3),  if  there  is  a  threshold  issue  concerning  the  underlying  authorization  of  the  claim,  the  Workers’


Compensation Appeals Board may defer hearing and determining this issue until either of the following conditions


occurs:


(i) The issue is presented for determination in the underlying claim of the employee or dependent.


(ii)  The  underlying  claim  of  the  employee  or  dependent  has  been  resolved  by  a  compromise  and  release


agreement or has been abandoned.


(B) The declaration of readiness shall not be deferred for any other reason.


(h) (1) If a defendant has contested liability for any reason other than the amount payable under an official


medical fee schedule, that issue shall be resolved prior to independent bill review.


(2) If a nonindependent bill review expense dispute is resolved in the provider’s favor, then any outstanding issue


over the amount payable under an official  fee schedule shall be resolved through independent bill  review, if


applicable.


(3) Any appeal of an independent bill review determination of the administrative director shall comply with the


procedures of Section 10567 of Title 8 of the California Code of Regulations. A claim of costs in the form of a lien


need not be filed, and a lien filing fee need not be paid, when a petition appealing an independent bill review


determination is filed.


(i) Lien claims filed prior to January 1, 2013, under former subdivision (b) of former Section 4903 shall be subject


to the lien conference and lien trial procedures established by regulations, subject to the timely payment of a lien


activation fee, if applicable.


(j)  (1) A defendant shall  be deemed to have finally waived all  objections to a provider’s  billing,  other than


compliance with Sections 4620 and 4621, if either of the following occurs:


(A) The provider submitted a properly documented billing to the defendant and, within 30 days, either or both of


the following occurred:


(i) The defendant failed to serve an explanation of review that complies with Section 4603.3 and any applicable


regulations adopted by the administrative director.


(ii) The defendant failed to make payment consistent with that explanation of review within 45 days.


(B) The provider submitted a timely and proper request for a second review to the defendant in accordance with


paragraph (1) of subdivision (b) of Section 4622 and, within 14 days, either or both of the following occurred:


(i)  The defendant failed to serve a final  written determination that complies  with any applicable  regulations


adopted by the administrative director.


(ii) The defendant failed to make payment consistent with that final written determination.


(2) (A) A provider’s bill shall be deemed satisfied, and neither the employee nor the employer shall be liable for


any further payment, if all of the following occurs:


(i)  The defendant issued a timely and proper explanation of review consistent with Section 4603.3 and any


applicable regulations adopted by the administrative director.


(ii) The defendant made payment consistent with that explanation of review within 45 days after receipt of the
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provider’s written billing and report.


(iii) The provider failed to make a timely and proper request for second review in the form prescribed by Rules of


the Administrative Director within 90 days after service of the explanation of review.


(B) A provider shall  be deemed to have waived any objection based on the amount payable  under the fee


schedule in effect on the date the services were rendered if, within 14 days after receipt of the provider’s request


for second review, the defendant issued a timely and proper final  written determination and made payment


consistent with that determination and the provider failed to request independent bill review with 30 days, or file


a petition for determination of nonindependent bill  review within 60 days after service of this second review


determination.


(k) If the Workers’ Compensation Appeals Board determines that, as a result of bad faith actions or tactics, a


defendant failed to comply with the requirements, timelines, or procedures set forth in Section 4622, 4603.3, or


4603.6 and the related Rules of the Administrative Director,  the defendant shall  be liable for the provider’s


reasonable fees and costs, if any, and for sanctions under Section 5813 of this code and Section 10421 of Title 8


of the California Code of Regulations. The amount of the fees, costs, and sanctions payable shall be determined


by the appeals board in an amount not less than five hundred dollars ($500).


(1) For purposes of this subdivision, bad faith actions or tactics by a defendant may include, but are not limited


to:


(A) Failing to timely pay any uncontested portion of a provider’s billing.


(B) Failing to make a good faith effort to timely comply with applicable statutory or regulatory medical-legal


timelines or procedures.


(C) Contesting liability for the provider’s billing based on a dispute over injury, or injury to a particular body part.


(2) These fees, costs, and monetary sanctions shall be in addition to any penalties and interest that shall be


payable under Section 4622 or other applicable provisions of law, and in addition to any lien filing fee, lien


activation fee, or independent bill review fee that, by statute, the defendant might be obligated to reimburse to


the medical-legal provider.


(3) If the appeals board determines that, as a result of bad faith actions or tactics, a provider has improperly


asserted that a defendant failed to comply with the requirements, timelines, and procedures set forth in Sections


4622 and 4603.6  and  the  related  Rules  of  the  Administrative  Director,  the  provider  shall  be  liable  for  the


defendant’s reasonable attorney’s fees and costs, if any, and for sanctions under Section 5813 of this code and


Section 10421 of Title 8 of the California Code of Regulations. The amount of the attorney’s fees, costs, and


sanctions payable shall be determined by the appeals board and for bad faith actions or tactics occurring on or


after the effective date of this section, the monetary sanctions shall not be less than five hundred dollars ($500).


SEC. 4. Section 4603.6 of the Labor Code is amended to read:


4603.6. (a) If the only dispute is the amount of payment and the provider has received a second review that did


not resolve the dispute, the provider may request an independent bill review within 30 calendar days of service of


the second review pursuant to Section 4603.2 or 4622. If the provider fails to request an independent bill review


within 30 days, the bill shall be deemed satisfied, and neither the employer nor the employee shall be liable for


any further payment. If the employer has contested liability for any issue other than the reasonable amount


payable for services, that issue shall be resolved prior to filing a request for independent bill review, and the time


limit for requesting independent bill review shall not begin to run until the resolution of that issue becomes final,


except as provided for in Section 4622.


(b) A request for independent review shall be made on a form prescribed by the administrative director, and shall


include copies of the original billing itemization, any supporting documents that were furnished with the original


billing, the explanation of review, the request for second review together with any supporting documentation


submitted with that request, and the final explanation of the second review. The administrative director may


require that requests for independent bill review be submitted electronically. A copy of the request, together with


all required documents, shall be served on the employer. Only the request form and the proof of payment of the


fee required by subdivision (c) shall be filed with the administrative director. Upon notice of assignment of the


independent  bill  reviewer,  the  requesting party  shall  submit  the  documents  listed in  this  subdivision  to  the


independent bill reviewer within 10 days.


(c) The provider shall pay to the administrative director a fee determined by the administrative director to cover
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no more than the reasonable estimated cost of independent bill review and administration of the independent bill


review program. The administrative director may prescribe different fees depending on the number of items in the


bill or other criteria determined by regulation adopted by the administrative director. If any additional payment is


found owing from the employer to the medical provider, the employer shall reimburse the provider for the fee in


addition to the amount found owing.


(d) Upon receipt of a request for independent bill review and the required fee, the administrative director or the


administrative director’s designee shall assign the request to an independent bill reviewer within 30 days and


notify the medical provider and employer of the independent reviewer assigned.


(e)  The  independent  bill  reviewer  shall  review  the  materials  submitted  by  the  parties  and  make  a  written


determination  of  any  additional  amounts  to  be paid  to  the  medical  provider  and  state  the  reasons  for  the


determination. If  the independent  bill  reviewer  deems necessary, the independent  bill  reviewer  may request


additional documents from the medical provider or employer. The employer shall have no obligation to serve


medical reports on the provider unless the reports are requested by the independent bill reviewer. If additional


documents are requested, the parties  shall  respond with the documents requested within 30 days and shall


provide  the  other  party  with  copies  of  any  documents  submitted  to  the  independent  reviewer,  and  the


independent reviewer shall make a written determination of any additional amounts to be paid to the medical


provider and state the reasons for the determination within 60 days of the receipt of the administrative director’s


assignment. The written determination of the independent bill reviewer shall be sent to the administrative director


and provided to both the medical provider and the employer.


(f)  The  determination  of  the  independent  bill  reviewer  shall  be  deemed  a  determination  and  order  of  the


administrative director. The determination is final and binding on all parties unless an aggrieved party files with


the appeals board a verified appeal from the medical bill  review determination of the administrative director


within 20 days of the service of the determination. The medical bill review determination of the administrative


director shall be presumed to be correct and shall be set aside only upon clear and convincing evidence of one or


more of the following grounds for appeal:


(1) The administrative director acted without or in excess of his or her the administrative director’s  powers.


(2) The determination of the administrative director was procured by fraud.


(3) The independent bill reviewer was subject to a material conflict of interest that is in violation of Section 139.5.


(4) The determination was the result of bias on the basis of race, national origin, ethnic group identification,


religion, age, sex, sexual orientation, color, or disability.


(5) The determination was the result of a plainly erroneous express or implied finding of fact, provided that the


mistake of fact is a matter of ordinary knowledge based on the information submitted for review and not a matter


that is subject to expert opinion.


(g)  If  the  determination  of  the  administrative  director  is  reversed,  the  dispute  shall  be  remanded  to  the


administrative  director  to  submit  the  dispute  to  independent  bill  review  by  a  different  independent  review


organization. In the event that a different independent bill review organization is not available after remand, the


administrative director shall submit the dispute to the original bill review organization for review by a different


reviewer within the organization. In no event shall the appeals board or any higher court make a determination of


ultimate fact contrary to the determination of the bill review organization.


(h) Once the independent bill reviewer has made a determination regarding additional amounts to be paid to the


medical provider, the independent bill reviewer shall refund all fees associated with the filing of that review to the


provider, via the initial payment method, within five business days, and the  employer shall pay the additional


amounts per the timely payment requirements set forth in Sections 4603.2 and 4603.4. found to be owed within


30 days of the date of the final finding. If  payment is not issued within 30 days of that determination, the


employer shall pay a five-hundred-dollar ($500) fine for each delinquent payment to the provider.


SEC. 5. Section 4610 of the Labor Code is amended to read:


4610. (a) For purposes of this section, “utilization review” means utilization review or utilization management


functions that prospectively, retrospectively, or concurrently review and approve, modify, or deny, based in whole


or in part on medical necessity to cure and relieve, treatment recommendations by physicians, as defined in


Section 3209.3, prior to, retrospectively, or concurrent with the provision of medical treatment services pursuant


to Section 4600.
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(b) For all  dates of injury occurring on or after January 1, 2018, emergency treatment services and medical


treatment  rendered  for  a  body part  or  condition  that  is  accepted  as  compensable  by  the  employer  and  is


addressed by the medical treatment utilization schedule adopted pursuant to Section 5307.7, by a member of the


medical provider network or health care organization, or by a physician predesignated pursuant to subdivision (d)


of Section 4600, within the 30 days following the initial date of injury, shall be authorized without prospective


utilization review, except as provided in subdivision (c). The services rendered under this subdivision shall be


consistent with the medical  treatment utilization schedule.  In the event that the employee is  not subject to


treatment with a medical  provider network, health care organization, or predesignated physician pursuant to


subdivision (d) of Section 4600, the employee shall be eligible for treatment under this section within 30 days


following the initial date of injury if the treatment is rendered by a physician or facility selected by the employer.


For treatment rendered by a medical provider network physician, health care organization physician, a physician


predesignated pursuant to subdivision (d) of Section 4600, or an employer-selected physician, the report required


under Section 6409 and a complete request for authorization shall be submitted by the physician within five days


following the employee’s initial visit and evaluation.


(c)  Unless  authorized by the  employer  or  rendered as  emergency medical  treatment,  the  following  medical


treatment  services,  as  defined  in  rules  adopted by the administrative director,  that  are rendered through a


member of the medical provider network or health care organization, a predesignated physician, an employer-


selected physician, or an employer-selected facility, within the 30 days following the initial date of injury, shall be


subject to prospective utilization review under this section:


(1) Pharmaceuticals, to the extent they are neither expressly exempted from prospective review nor authorized


by the drug formulary adopted pursuant to Section 5307.27.


(2) Nonemergency inpatient and outpatient surgery, including all presurgical and postsurgical services.


(3) Psychological treatment services.


(4) Home health care services.


(5) Imaging and radiology services, excluding X-rays.


(6) All  durable medical equipment, whose combined total value exceeds two hundred fifty dollars ($250), as


determined by the official medical fee schedule.


(7) Electrodiagnostic medicine, including, but not limited to, electromyography and nerve conduction studies.


(8) Any other service designated and defined through rules adopted by the administrative director.


(d)  (1)  Except  for  emergency  treatment  services,  any  request  for  payment  for  treatment  provided  under


subdivision (b) shall  comply with Section 4603.2 and be submitted to the employer,  or its insurer or claims


administrator, within 30 days of the date the service was provided.


(2) (A) In the case of emergency treatment services, any request for payment for treatment provided under


subdivision (b) shall  comply with Section 4603.2 and be submitted to the employer,  or its insurer or claims


administrator, within 180 days of the date the service was provided.


(B) For the purposes of this subdivision, “emergency treatment services” means treatment for an emergency


medical condition defined in subdivision (b) of Section 1317.1 of the Health and Safety Code and provided in a


licensed general acute care hospital, as defined in Section 1250 of the Health and Safety Code.


(e) If a physician fails to submit the report required under Section 6409 and a complete request for authorization,


as described in subdivision (b), an employer may remove the physician’s ability under this subdivision to provide


further medical treatment to the employee that is exempt from prospective utilization review.


(f) An employer may perform retrospective utilization review for any treatment provided pursuant to subdivision


(b) solely for the purpose of determining if the physician is prescribing treatment consistent with the schedule for


medical  treatment  utilization,  including,  but  not  limited to,  the drug formulary  adopted  pursuant  to  Section


5307.27.


(1) If it is found after retrospective utilization reviews that there is a pattern and practice of the physician or


provider failing to render treatment consistent with the schedule for medical treatment utilization, including the


drug  formulary,  the  employer  may  remove  the  ability  of  the  predesignated  physician,  employer-selected


physician, or the member of the medical provider network or health care organization under this subdivision to


provide  further  medical  treatment  to  any employee  that  is  exempt  from prospective  utilization  review.  The
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employer  shall  notify the physician or  provider  of the results of  the retrospective utilization review and the


requirement for prospective utilization review for all subsequent medical treatment.


(2) The results of  retrospective utilization review may constitute a showing of good cause for an employer’s


petition requesting a change of physician or provider pursuant to Section 4603 and may serve as grounds for


termination of the physician or provider from the medical provider network or health care organization.


(g) Each employer shall establish a utilization review process in compliance with this section, either directly or


through its insurer or an entity with which an employer or insurer contracts for these services.


(1) Each utilization review process that modifies or denies requests for authorization of medical treatment shall be


governed by written policies and procedures. These policies and procedures shall ensure that decisions based on


the medical necessity to cure and relieve of proposed medical treatment services are consistent with the schedule


for medical treatment utilization, including the drug formulary, adopted pursuant to Section 5307.27.


(2) (A) Unless otherwise indicated in this section, a physician providing treatment under Section 4600 shall send


any request for authorization for medical treatment, with supporting documentation, to the claims administrator


for the employer, insurer, or other entity according to rules adopted by the administrative director. The employer,


insurer, or other entity shall employ or designate a medical director who holds an unrestricted license to practice


medicine in this state issued pursuant to Section 2050 or 2450 of the Business and Professions Code. The medical


director shall ensure that the process by which the employer or other entity reviews and approves, modifies, or


denies requests by physicians prior to, retrospectively, or concurrent with the provision of medical treatment


services complies with the requirements of this section. This section does not limit the existing authority of the


Medical Board of California.


(B) A request for authorization, including its supporting documentation, shall not be altered or amended by any


entity other  than the requesting physician  or  provider prior  to  the submission of  the request  to the claims


administrator in accordance with subparagraph (A). This subparagraph is declaratory of existing law.


(3) (A) A person other than a licensed physician who is competent to evaluate the specific clinical issues involved


in the medical treatment services, if these services are within the scope of the physician’s practice, requested by


the physician, shall not modify or deny requests for authorization of medical treatment for reasons of medical


necessity to cure and relieve or due to incomplete or insufficient information under subdivisions (i) and (j).


(B) (i) The employer, or any entity conducting utilization review on behalf of the employer, shall neither offer nor


provide any financial incentive or consideration to a physician based on the number of modifications or denials


made by the physician under this section.


(ii) An insurer or third-party administrator shall not refer utilization review services conducted on behalf of an


employer under this section to an entity in which the insurer or third-party administrator has a financial interest


as  defined under  Section  139.32.  This  prohibition does  not  apply  if  the insurer  or  third-party  administrator


provides the employer and the administrative director with prior written disclosure of both of the following:


(I) The entity conducting the utilization review services.


(II) The insurer or third-party administrator’s financial interest in the entity.


(C) The administrative director has authority pursuant to this section to review any compensation agreement,


payment schedule, or contract between the employer, or any entity conducting utilization review on behalf of the


employer, and the utilization review physician. Any information disclosed to the administrative director pursuant


to this  paragraph shall  be considered confidential  information  and not  subject  to disclosure pursuant to the


California  Public  Records  Act  (Chapter  3.5  (commencing with  Section  6250)  of  Division  7  of  Title  1  of  the


Government Code). Disclosure of the information to the administrative director pursuant to this subdivision shall


not waive the provisions of the Evidence Code relating to privilege.


(4) A utilization review process that modifies or denies requests for authorization of medical treatment shall be


accredited on or  before July  1,  2018,  and shall  retain active accreditation  while  providing utilization  review


services, by an independent, nonprofit organization to certify that the utilization review process meets specified


criteria, including, but not limited to, timeliness in issuing a utilization review decision, the scope of medical


material used in issuing a utilization review decision, peer-to-peer consultation, internal appeal procedure, and


requiring a policy preventing financial incentives to doctors and other providers based on the utilization review


decision. The administrative director shall adopt rules to implement the selection of an independent, nonprofit


organization for those accreditation purposes. Until  those rules are adopted, the administrative director shall


designate URAC as the accrediting organization. The administrative director may adopt rules to do any of the
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following:


(A) Require additional specific criteria for measuring the quality of a utilization review process for purposes of


accreditation.


(B)  Exempt  nonprofit,  public  sector  internal  utilization  review programs  from the  accreditation  requirement


pursuant to this section, if the administrative director has adopted minimum standards applicable to nonprofit,


public sector internal  utilization review programs that meet or exceed the accreditation standards developed


pursuant to this section.


(5) On or before July 1, 2018, each employer, either directly or through its insurer or an entity with which an


employer or insurer contracts for utilization review services, shall submit a description of the utilization review


process that modifies or denies requests for authorization of medical treatment and the written policies and


procedures to the administrative director for approval. Approved utilization review process descriptions and the


accompanying written policies and procedures shall be disclosed by the employer to employees and physicians


and made available  to  the public  by posting on the employer’s,  claims  administrator’s,  or  utilization  review


organization’s internet website.


(h) The criteria or guidelines used in the utilization review process to determine whether to approve, modify, or


deny medical treatment services shall be all of the following:


(1) Developed with involvement from actively practicing physicians.


(2) Consistent with the schedule for medical treatment utilization, including the drug formulary, adopted pursuant


to Section 5307.27.


(3) Evaluated at least annually, and updated if necessary.


(4) Disclosed to the physician and the employee, if used as the basis of a decision to modify or deny services in a


specified case under review.


(5) Available to the public upon request. An employer shall only be required to disclose the criteria or guidelines


for the specific procedures or conditions requested. An employer may charge members of the public reasonable


copying and postage expenses related to disclosing criteria or guidelines pursuant to this paragraph. Criteria or


guidelines may also be made available through electronic means. A charge shall not be required for an employee


whose physician’s request for medical treatment services is under review.


(i)  In  determining  whether  to  approve,  modify,  or  deny  requests  by  physicians  prior  to,  retrospectively,  or


concurrent with the provisions of medical treatment services to employees, all of the following requirements shall


be met:


(1)  (A)  Except for treatment requests made pursuant to the formulary, prospective or concurrent decisions


shall be made in a timely fashion that is appropriate for the nature of the employee’s condition, not to exceed five


normal  business  days from the receipt  of  a  request  for  authorization  for  medical  treatment  and supporting


information reasonably necessary to make the determination, but in no event more than 14 days from the date of


the medical treatment recommendation by the physician. Prospective decisions regarding requests for treatment


covered by the formulary shall be made no more than five normal business days from the date of receipt of the


medical  treatment  request.  The  request  for  authorization  and  supporting  documentation  may  be  submitted


electronically under rules adopted by the administrative director.


(B) If a prospective or concurrent decision of a request for authorization pursuant to this section is not made and


communicated to the requesting provider within five days from transmission of the request for authorization, or a


final  decision is  not properly communicated pursuant to subparagraph (A) of paragraph (4),  the request for


authorization is presumed authorized.


(2) In cases where the review is retrospective, a decision resulting in denial of all or part of the medical treatment


service shall be communicated to the individual who received services, or to the individual’s designee, within 30


days of the receipt of the information that is reasonably necessary to make this determination. If payment for a


medical treatment service is made within the time prescribed by Section 4603.2, a retrospective decision to


approve the service need not otherwise be communicated.


(3) If  the employee’s  condition  is  one in  which the employee faces an imminent  and serious threat  to  the


employee’s health, including, but not limited to, the potential loss of life, limb, or other major bodily function, or


the normal timeframe for the decisionmaking process, as described in paragraph (1), would be detrimental to the


employee’s life or health or could jeopardize the employee’s ability to regain maximum function, decisions to
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approve, modify, or deny requests by physicians prior to, or concurrent with, the provision of medical treatment


services to employees shall be made in a timely fashion that is appropriate for the nature of the employee’s


condition, but not to exceed 72 hours after the receipt of the information reasonably necessary to make the


determination.


(4) (A) Final decisions to approve, modify, or deny requests by physicians for authorization prior to, or concurrent


with, the provision of medical treatment services to employees shall be communicated to the requesting physician


within 24 hours of the decision by telephone, facsimile, or, if agreed to by the parties, secure email.


(B) Decisions resulting in  modification or denial  of  all  or  part  of  the requested health care service shall  be


communicated in writing to the employee, and to the physician if the initial communication under subparagraph


(A) was by telephone, within 24 hours for concurrent review, or within two normal business days of the decision


for prospective review, as prescribed by the administrative director. If the request is modified or denied, disputes


shall be resolved in accordance with Section 4610.5, if applicable, or otherwise in accordance with Section 4062.


(C) In the case of concurrent review, medical care shall not be discontinued until the employee’s physician has


been notified of the decision and a care plan has been agreed upon by the physician that is appropriate for the


medical needs of the employee. Medical care provided during a concurrent review shall be care that is medically


necessary to cure and relieve, and an insurer or self-insured employer shall only be liable for those services


determined medically necessary to cure and relieve. If the insurer or self-insured employer disputes whether or


not one or more services offered concurrently with a utilization review were medically necessary to cure and


relieve, the dispute shall be resolved pursuant to Section 4610.5, if applicable, or otherwise pursuant to Section


4062. A compromise between the parties that an insurer or self-insured employer believes may result in payment


for services that were not medically necessary to cure and relieve shall be reported by the insurer or the self-


insured employer to the licensing board of the provider or providers who received the payments, in a manner set


forth by the respective board and in a way that minimizes reporting costs both to the board and to the insurer or


self-insured employer, for evaluation as to possible violations of the statutes governing appropriate professional


practices.  Fees shall  not  be  levied  upon insurers  or  self-insured employers  making  reports  required by  this


section.


(5) Communications regarding decisions to approve requests  by physicians shall  specify the specific  medical


treatment  service  approved.  Responses  regarding  decisions  to  modify  or  deny  medical  treatment  services


requested by physicians shall include a clear and concise explanation of the reasons for the employer’s decision, a


description  of  the  criteria  or  guidelines  used,  and  the  clinical  reasons  for  the  decisions  regarding  medical


necessity. If a utilization review decision to deny a medical service is due to incomplete or insufficient information,


the decision shall specify all of the following:


(A) The reason for the decision.


(B) A specific description of the information that is needed.


(C) The date and time of attempts made to contact the physician to obtain the necessary information.


(D) A description of the manner in which the request was communicated.


(j) (1) Unless otherwise indicated in this section, a physician providing treatment under Section 4600 shall send


any request for authorization for medical treatment, with supporting documentation, to the claims administrator


for the employer, insurer, or other entity according to rules adopted by the administrative director. If an employer,


insurer, or other entity subject to this section requests medical information from a physician in order to determine


whether to approve, modify,  or  deny requests for authorization, that employer,  insurer,  or other entity shall


request only the information reasonably necessary to make the determination.


(2) If the employer, insurer, or other entity cannot make a decision within the timeframes specified in paragraph


(1), (2), or (3) of subdivision (i) because the employer or other entity is not in receipt of, or in possession of, all


of the information reasonably necessary to make a determination, the employer shall  immediately notify the


physician and the employee, in writing, that the employer cannot make a decision within the required timeframe,


and specify the information that must be provided by the physician for a determination to be made. Upon receipt


of all information reasonably necessary and requested by the employer, the employer shall approve, modify, or


deny the request for authorization within the timeframes specified in paragraph (1), (2), or (3) of subdivision (i).


(k) A utilization review decision to modify or deny a treatment recommendation shall remain effective for 12


months  from  the  date  of  the  decision  without  further  action  by  the  employer  with  regard  to  a  further


recommendation by the same physician, or another physician within the requesting physician’s practice group, for


the  same treatment  unless the  further  recommendation  is  supported by a  documented change  in  the facts
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material to the basis of the utilization review decision.


(l) Utilization review of a treatment recommendation shall not be required while the employer is disputing liability


for injury or treatment of the condition for which treatment is recommended pursuant to Section 4062.


(m) If utilization review is deferred pursuant to subdivision (l), and it is finally determined that the employer is


liable for treatment of the condition for which treatment is recommended, the time for the employer to conduct


retrospective utilization review in accordance with paragraph (2) of subdivision (i) shall begin on the date the


determination of the employer’s liability becomes final, and the time for the employer to conduct prospective


utilization review shall commence from the date of the employer’s receipt of a treatment recommendation after


the determination of the employer’s liability.


(n) Each employer, insurer, or other entity subject to this section shall maintain telephone access during California


business hours  for  physicians to  request  authorization  for  health  care  services  and to  conduct  peer-to-peer


discussions regarding issues, including the appropriateness of a requested treatment, modification of a treatment


request, or obtaining additional information needed to make a medical necessity decision.


(o) The administrative director  shall  develop a system for  the mandatory  electronic  reporting of  documents


related to every utilization review performed by each employer, which shall be administered by the Division of


Workers’  Compensation.  The  administrative  director  shall  adopt  regulations  specifying  the  documents  to  be


submitted by the employer  and the authorized transmission format  and timeframe for  their  submission. For


purposes of  this  subdivision,  “employer”  means the  employer,  the insurer  of  an  insured employer,  a  claims


administrator, or a utilization review organization, or other entity acting on behalf of any of them.


(p) If the administrative director determines that the employer, insurer, or other entity subject to this section has


failed to meet any of the timeframes in this section, or has failed to meet any other requirement of this section,


the administrative director may assess, by order, administrative penalties for each failure. A proceeding for the


issuance  of  an  order  assessing  administrative  penalties  shall  be  subject  to  appropriate  notice  to,  and  an


opportunity for a hearing with regard to, the person affected. The administrative penalties shall not be deemed to


be  an  exclusive  remedy  for  the  administrative  director.  These  penalties  shall  be  deposited  in  the  Workers’


Compensation Administration Revolving Fund.


(q) The administrative director  shall  contract with an outside, independent research organization on or after


March 1, 2019, to evaluate the impact of the provision of medical treatment within the first 30 days after a claim


is filed, for a claim filed on or after January 1, 2017, and before January 1, 2019. The report shall be provided to


the  administrative  director,  the  Senate  Committee  on  Labor  and  Industrial  Relations,  and  the  Assembly


Committee on Insurance before January 1, 2020.


SEC. 6. Section 4616 of the Labor Code is amended to read:


4616. (a) (1) An insurer, employer, or entity that provides physician network services may establish or modify a


medical provider network for the provision of medical treatment to injured employees. The network shall include


physicians primarily engaged in the treatment of occupational injuries. The administrative director shall encourage


the integration of occupational and nonoccupational providers. The number of physicians in the medical provider


network shall be sufficient to enable treatment for injuries or conditions to be provided in a timely manner. The


provider network shall include an adequate number and type of physicians, as described in Section 3209.3, or


other providers,  as described in Section 3209.5, to treat common injuries experienced by injured employees


based on the type of occupation or industry in which the employee is engaged, and the geographic area where


the employees are employed.


(2) Medical treatment for injuries shall be readily available at reasonable times to all employees. To the extent


feasible, all medical treatment for injuries shall be readily accessible to all employees. With respect to availability


and accessibility of treatment, the administrative director shall consider the needs of rural areas, specifically those


in which health facilities are located at least 30 miles apart and areas in which there is a health care shortage.


(3)  (A)  A treating physician shall be included in the network only if, at the time of entering into or renewing an


agreement by which the physician would be in the network, the physician, or an authorized employee of the


physician  or  the  physician’s  office,  provides  a  separate  written  acknowledgment  in  which  the  physician


affirmatively elects to be a member of the network. Copies of the written acknowledgment shall be provided to


the  administrative  director  upon  the  administrative  director’s  request.  This  paragraph  shall  not  apply  to  a


physician who is a shareholder, partner, or employee of a medical group that elects to be part of the network.


(B) (i) Any provider participating in a medical provider network shall be participating at each location at which
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they treat patients eight or more hours per week, on a monthly average. Medical provider networks shall not


restrict address updates and address additions for a provider who works at a location eight or more hours per


week.


(ii) Providers may be participating at locations that do not meet the eight-hour requirement of clause (i), but


those locations shall not count towards the medical provider network’s access standard.


(4) (A) (i) Commencing July 1, 2021, every medical provider network shall post on its internet website a roster of


all participating providers, which includes all physicians and ancillary service providers in the medical provider


network, and shall update the roster at least quarterly. Every network shall provide to the administrative director


the internet website address of the network and of its roster of participating providers. The roster of participating


providers shall include, at a minimum, the name of each individual provider and their office address and office


telephone number. If the ancillary service is provided by an entity rather than an individual, then that entity’s


name, address, and telephone number shall be listed.


(ii) The medical provider network internet website shall also publish a prominent list of those treating physician


specialties and medical services that on the date and at the time of posting do not meet the required access


standards. The medical provider network shall update the internet website whenever there is a change to the


availability of these providers under the access standards, or every quarter, whichever is sooner.


(iii) The medical provider network shall list only individual provider names. The medical provider network shall not


list entities, third-party administrators, subnetworks, or groups of any kind.


(iv) (I) Authorizations or certifications issued by a carrier, claims administrator, medical provider network, or


utilization review entity shall not provide any instruction or requirement as to the location where treatment is to


take place, or the provider whom is to perform the treatment.  An authorization or certification may provide


instruction or  require  that the treatment be performed by a provider,  and at a location, within the medical


provider network if the medical provider network meets access standards.


(II) A vendor, provider, or group within the medical provider network shall not be preferentially cited on an


authorization or certification. The administrative director shall fine any authorizing entity ten thousand dollars


($10,000)  per  authorization  or  certification  issued  that  preferentially  directs  care  within  a  medical  provider


network.


(ii) (v)  The administrative director shall post, on the division’s internet website, the internet website address of


every approved medical provider network.


(B) Every medical provider network shall post on its internet website and distribute in writing to each employee


covered by the medical provider network, and provider participating within the network,  information about how


to contact the medical provider network contact and medical access assistants, and information about how to


obtain a copy of any notification regarding the medical  provider network that is  required to be given to an


employee by regulations adopted by the administrative director.


(C) (i) Any treatment authorization or certification, adjuster correspondence, or billing explanation of review or


explanation of benefits shall include the medical provider network identification number, medical provider network


name, and the name of the network covering the claimant provided in that correspondence.


(ii)  The  administrative  director  shall  fine  any  medical  provider  network  five  thousand  dollars  ($5,000)  per


document described in clause (i) that fails to list this medical provider network information.


(D) (i) On or before January 1, 2023, the administrative director shall ensure that the Electronic Adjudication


Management System (EAMS) contains the medical provider network identification number for each injured worker


contained in the Electronic Adjudication Management System.


(ii) On or before July 1, 2023, the administrative director shall report to the Legislature on the status of the


requirement of clause (i). The report shall be submitted in compliance with Section 9795 of the Government


Code.


(5) Every medical  provider network shall  provide one or more persons within the United States to serve as


medical access assistants to help an injured employee find an available physician of the employee’s choice, and


subsequent  physicians  if  necessary,  under  Section  4616.3.  Medical  access  assistants  shall  have  a  toll-free


telephone number that injured employees may use and shall be available at least from 7 a.m. to 8 p.m. Pacific


standard time, Monday through Saturday, to respond to injured employees, contact physicians’ offices during


regular  business hours,  and schedule  appointments.  The administrative director  shall  promulgate regulations
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governing the provision of medical access assistants.


(b) (1) An insurer, employer, or entity that provides physician network services shall submit a plan for the medical


provider network to the administrative director for approval. The administrative director shall approve the plan for


a period of four years if the administrative director determines that the plan meets the requirements of this


section. If the administrative director does not act on the plan within 60 days of submitting the plan, it shall be


deemed approved. Commencing January 1, 2014, existing approved plans shall be deemed approved for a period


of four years from the approval date of the most recent application or modification submitted prior to 2014. Plans


for reapproval for medical provider networks shall be submitted at least six months before The administrative


director shall review all plans and all modifications of any existing and approved plan and shall maintain a written


record of compliance and approval with all  applicable statutes and regulations. Plans shall be resubmitted for


reapproval  no later than nine months prior to  the expiration of the four-year  approval  period. Commencing


January 1, 2016, a modification that updates an entire medical provider network plan to bring the plan into full


compliance with all current statutes and regulations shall be deemed approved for a period of four years from the


modification approval date. An approved modification that does not update an entire medical provider network


plan to bring the plan into full compliance with all current statutes and regulations shall not alter the expiration of


the medical provider network’s four-year approval period. Upon a showing that the medical provider network was


approved or deemed approved its most recent four-year approval pursuant to a procedure established  by the


administrative director, there shall be a conclusive presumption on the part of the appeals board that the medical


provider network was validly formed. director. A plan or modification of an existing approved plan shall not be


deemed approved without the administrative director’s written approval and attestation of compliance with all


applicable statutes and regulations.


(A) All plans shall submit a plan modification in compliance with paragraph (4) of subdivision (a). After review and


approval of each such plan modification, the administrative director shall maintain a consumer-friendly written


record of compliance and shall post that consumer-friendly written record of compliance on its internet website


that is accessible to the public.


(B) The administrative director shall fine a medical provider network found to have simultaneously failed to meet


the access standard for a given specialty and to have denied an injured worker the right to seek care outside of


the medical provider network for that specialty, fifty thousand dollars ($50,000) per occurrence.


(C) Upon a showing that the medical provider network was approved by the administrative director, there shall be


a conclusive presumption on the part of the appeals board that the medical provider network was validly formed.


(2) Every medical provider network shall establish and follow procedures to continuously review the quality of


care, performance of medical personnel, utilization of services and facilities, and costs.


(3) Every medical provider network shall submit geocoding of its network network, including each provider as


described in clause (i) of subparagraph (A) of paragraph (4) of subdivision (a),  for reapproval to establish that


the number and geographic location of physicians in the network meets the required access standards.


(4) Approval of a plan may be denied, revoked, or suspended if the medical provider network fails to meet the


requirements of this article. Any person contending that a medical provider network is not validly constituted may


petition the administrative director to suspend or revoke the approval  of  the medical  provider network. The


administrative director may adopt regulations establishing a schedule of administrative penalties not to exceed


five thousand dollars ($5,000) per violation, or probation, or both, in lieu of revocation or suspension for less


severe violations of the requirements of this  article.  Penalties,  probation,  suspension, or  revocation shall  be


ordered by the administrative director only after notice and opportunity to be heard. Unless suspended or revoked


by the  administrative  director,  the administrative  director’s  approval  of  a  medical  provider  network  shall  be


binding on all persons and all courts. A determination of the administrative director may be reviewed only by an


appeal  of  the  determination  of  the  administrative  director  filed  as  an  original  proceeding  before  the


reconsideration unit of the workers’ compensation appeals board on the same grounds and within the same time


limits after issuance of the determination as would be applicable to a petition for reconsideration of a decision of a


workers’ compensation administrative law judge.


(c) Physician compensation may not be structured in order to achieve the goal of reducing, delaying, or denying


medical treatment or restricting access to medical treatment.


(d)  If  the  employer  or  insurer  meets  the  requirements  of  this  section,  the  administrative  director  may not


withhold approval or disapprove an employer’s or insurer’s medical provider network based solely on the selection


of providers. In developing a medical provider network, an employer or insurer shall have the exclusive right to


determine the members of their network.
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(e)  All  treatment  provided  shall  be  provided  in  accordance  with  the  medical  treatment  utilization  schedule


established pursuant to Section 5307.27.


(f) Only a licensed physician who is competent to evaluate the specific clinical issues involved in the medical


treatment services, when these services are within the scope of the physician’s practice, may modify, delay, or


deny requests for authorization of medical treatment.


(g) Every contracting agent that sells, leases, assigns, transfers, or conveys its medical provider networks and


their contracted reimbursement rates to an insurer, employer, entity that provides physician network services, or


another contracting agent shall, upon entering or renewing a provider contract, disclose to the provider whether


the medical provider network may be sold, leased, transferred, or conveyed to other insurers, employers, entities


that  provide  physician  network  services,  or  another  contracting  agent,  and  specify  whether  those  insurers,


employers, entities that provide physician network services, or contracting agents include workers’ compensation


insurers.


(h) On or before November 1, 2004, the administrative director, in consultation with the Department of Managed


Health  Care,  shall  adopt  regulations  implementing  this  article.  The  administrative  director  shall  develop


regulations that establish procedures for purposes of making medical provider network modifications.


(i) The administrative director has the authority and discretion to shall  investigate complaints, conduct random


reviews,  and  take  enforcement  action  against  medical  provider  networks,  an  entity  that  provides  ancillary


services, or an entity providing services for or on behalf of the medical provider network or its providers regarding


noncompliance with the requirements of this section or Section 4603.2 or 4610. If the administrative director


determines  that  a  medical  provider  network  simultaneously  failed  to  meet  the  access  standard  for  a  given


specialty and also denied an injured worker the right to seek care outside of the medical provider network for that


specialty, the administrative director shall impose a fine of fifty thousand dollars ($50,000) against the carrier


utilizing that medical provider network.


SEC. 7. Section 4616.2 of the Labor Code is amended to read:


4616.2. (a) A medical provider network shall file a written continuity of care policy with the administrative director.


(b) If approved by the administrative director, the provisions of the written continuity of care policy shall replace


all prior continuity of care policies. A medical provider network shall file a revision of the continuity of care policy


with the administrative director if it makes a material change to the policy.


(c) The medical provider network shall provide all employees entering the workers’ compensation system notice


of the medical provider network’s written continuity of care policy and information regarding the process for an


employee to request a review under the policy and, upon request, a copy of the medical provider network’s


written continuity of care policy.


(d) (1) At the request of an injured employee, completion of treatment shall be provided by a terminated provider


as set forth in this section.


(2) The completion of treatment shall be provided by a terminated provider to an injured employee who, at the


time of the contract’s termination, was receiving services from that provider for one of the conditions described in


paragraph (3).


(3) The employer  or  its claims administrator  shall  provide for the completion of treatment  for  the following


conditions subject to coverage through the workers’ compensation system:


(A) An acute condition. An acute condition is a medical condition that involves a sudden onset of symptoms due


to an illness, injury, or other medical problem that requires prompt medical attention and that has a limited


duration. Completion of treatment shall be provided for the duration of the acute condition.


(B) A serious chronic condition. A serious chronic condition is a medical condition due to a disease, illness, or


other medical problem or medical disorder that is serious in nature and that persists without full cure or worsens


over an extended period of time or requires ongoing treatment to maintain remission or prevent deterioration.


Completion of treatment shall be provided for a period of time necessary to complete a course of treatment and


to arrange for a safe transfer to another provider, as determined by the employer or its claims administrator in


consultation  with  the  injured  employee  and  the  terminated  provider  and  consistent  with  good  professional


practice. Completion of treatment under this paragraph shall not exceed 12 months from the contract termination


date.
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(C) A terminal illness. A terminal illness is an incurable or irreversible condition that has a high probability of


causing death within one year or less. Completion of treatment shall be provided for the duration of a terminal


illness.


(D) Performance of a surgery or other procedure that is authorized by the employer or its claims administrator as


part of a documented course of treatment and has been recommended and documented by the provider to occur


within 180 days of the contract’s termination date.


(4)  (A)  The  employer  or  its  claims  administrator  may  require  the  terminated  provider  whose  services  are


continued beyond the contract termination date pursuant to this section to agree in writing to be subject to the


same  contractual  terms  and  conditions  that  were  imposed  upon  the  provider  prior  to  termination.  If  the


terminated provider does not agree to comply or does not comply with these contractual terms and conditions,


the employer or its claims administrator is not required to continue the provider’s services beyond the contract


termination date.


(B) Unless otherwise agreed by the terminated provider and the employer or its claims administrator, the services


rendered pursuant to this section shall be compensated at rates and methods of payment similar to those used by


the medical provider network for currently contracting providers providing similar services who are practicing in


the same or a similar geographic area as the terminated provider. The employer or its claims administrator is not


required to continue the services of a terminated provider if the provider does not accept the payment rates


provided for in this paragraph.


(C) Subsequent treatment requests by the provider that are to be performed by, or incident to, the provider shall


not be directed to any other provider or group by the medical provider network, claims administrator, carrier, or


any third party.


(5) An employer or its claims administrator shall ensure that the requirements of this section are met.


(6) This section shall not require an employer or its claims administrator to provide for completion of treatment


by a provider whose contract with the medical provider network has been terminated or not renewed for reasons


relating to a medical disciplinary cause or reason, as defined in paragraph (6) of subdivision (a) of Section 805 of


the Business and Professions Code, or fraud or other criminal activity.


(7) Nothing in this section shall preclude an employer or its claims administrator from providing continuity of care


beyond the requirements of this section.


SEC. 8. Section 5307.1 of the Labor Code is amended to read:


5307.1. (a) (1) The administrative director, after public hearings, shall adopt and revise periodically an official


medical fee schedule that shall establish reasonable maximum minimum  fees paid for medical services other


than physician services, drugs and pharmacy services, health care facility fees, home health care, and all other


treatment, care, services, and goods described in Section 4600 and provided pursuant to this section. Except for


physician services, all fees shall be in accordance with the fee-related structure and rules of the relevant Medicare


and  Medi-Cal  payment  systems,  provided  that  employer  liability  for  medical  treatment,  including  issues  of


reasonableness,  necessity,  frequency,  and  duration,  shall  be  determined  in  accordance  with  Section  4600.


Commencing January 1, 2004, and continuing until the time the administrative director has adopted an official


medical fee schedule in accordance with the fee-related structure and rules of the relevant Medicare payment


systems, except for the components listed in subdivision (j), maximum minimum  reasonable fees shall be 120


percent of the estimated aggregate fees prescribed in the relevant Medicare payment system for the same class


of services before application of the inflation factors provided in subdivision (g), except that for pharmacy services


and  drugs  that  are  not  otherwise  covered  by  a  Medicare  fee  schedule  payment  for  facility  services,  the


maximum minimum  reasonable fees shall be 100 percent of fees prescribed in the relevant Medi-Cal payment


system. Upon adoption by the administrative director of an official medical fee schedule pursuant to this section,


the maximum minimum  reasonable fees paid shall not exceed be less than  120 percent of estimated aggregate


fees prescribed in the Medicare payment system for the same class of services before application of the inflation


factors provided in subdivision (g). Pharmacy services and drugs shall be subject to the requirements of this


section, whether furnished through a pharmacy or dispensed directly by the practitioner pursuant to subdivision


(b) of Section 4024 of the Business and Professions Code.


(2) An insurance carrier, agent, or third-party contracting entity shall not contract with providers of medical


services for rates less than the official medical fee schedule adopted pursuant to this section. Contractual day,


service, or current procedural coding ceilings shall not result in payment less than otherwise would be accurately


calculated at the rates outlined in the official medical fee schedule.
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(2) (3)   (A) The administrative director,  after public  hearings, shall  adopt and review periodically an  official


medical fee schedule based on the resource-based relative value scale for physician services and nonphysician


practitioner services, as defined by the administrative director, provided that all of the following apply:


(i)  Employer  liability  for  medical  treatment,  including  issues  of  reasonableness,  necessity,  frequency,  and


duration, shall be determined in accordance with Section 4600.


(ii)  The  fee  schedule  is  updated  annually  to  reflect  changes  in  procedure  codes,  relative  weights,  and  the


adjustment factor provided in subdivision (g).


(iii) The maximum reasonable fees paid shall not exceed 120 percent of estimated annualized aggregate fees


prescribed  in  the  Medicare  payment  system for  physician  services  as  it  appeared  on  July  1,  2012,  before


application of the adjustment factor provided in subdivision (g). For purposes of calculating maximum reasonable


fees, any service provided to injured workers that is not covered under the federal Medicare program shall be


included at its rate of payment established by the administrative director pursuant to subdivision (d).


(iv) There shall be a four-year transition between the estimated aggregate maximum allowable amount under the


official medical fee schedule for physician services prior to January 1, 2014, and the maximum allowable amount


based on the resource-based relative value scale at 120 percent of the Medicare conversion factors as adjusted


pursuant to this section.


(B) The official  medical  fee schedule  shall  include payment  ground rules  that  differ from Medicare payment


ground rules, including, as appropriate, payment of consultation codes and payment evaluation and management


services provided during a global period of surgery.


(C) Commencing January 1, 2014, and continuing until the time the administrative director has adopted an official


medical fee schedule in accordance with the resource-based relative value scale, the maximum reasonable fees


for physician services and nonphysician practitioner services, including, but not limited to, physician assistant,


nurse practitioner, and physical therapist services, shall be in accordance with the fee-related structure and rules


of the Medicare payment system for physician services and nonphysician practitioner services, except that an


average  statewide  geographic  adjustment  factor  of  1.078  shall  apply  in  lieu  of  Medicare’s  locality-specific


geographic adjustment factors, and shall incorporate the following conversion factors:


(i) For dates of service in 2014, forty-nine dollars and five thousand three hundred thirteen ten thousandths cents


($49.5313) for surgery,  fifty-six  dollars  and two thousand three hundred twenty-nine ten thousandths cents


($56.2329)  for  radiology,  thirty  dollars  and  six  hundred  forty-seven  ten  thousandths  cents  ($30.0647)  for


anesthesia, and thirty-seven dollars and one thousand seven hundred twelve ten thousandths cents ($37.1712)


for all other before application of the adjustment factor provided in subdivision (g).


(ii) For dates of service in 2015, forty-six dollars and six thousand three hundred fifty-nine ten thousandths cents


($46.6359)  for  surgery,  fifty-one  dollars  and  one  thousand  thirty-six  ten  thousandths  cents  ($51.1036)  for


radiology, twenty-eight dollars and six thousand sixty-seven ten thousandths cents ($28.6067) for anesthesia,


and thirty-eight dollars and three thousand nine hundred fifty-eight ten thousandths cents ($38.3958) for all


other before application of the adjustment factor provided in subdivision (g).


(iii) For dates of service in 2016, forty-three dollars and seven thousand four hundred five ten thousandths cents


($43.7405) for surgery, forty-five dollars and nine thousand seven hundred forty-four ten thousandths cents


($45.9744) for radiology, twenty-seven dollars and one thousand four hundred eighty-seven thousandths cents


($27.1487) for anesthesia,  and thirty-nine dollars  and six thousand two hundred five ten thousandths cents


($39.6205) for all other before application of the adjustment factor provided in subdivision (g).


(iv) For dates of service on or after January 1, 2017, 120 percent of the 2012 Medicare conversion factor as


updated pursuant to subdivision (g).


(b) In order to comply with the standards specified in subdivision (f), the administrative director may adopt


different conversion factors, diagnostic-related group weights, and other factors affecting payment amounts from


those used in the Medicare payment system, provided estimated aggregate fees do not exceed 120 percent of the


estimated aggregate fees paid for the same class of services in the relevant Medicare payment system.


(c) (1) Notwithstanding subdivisions (a) and (d), the maximum facility fee for services performed in a hospital


outpatient department, shall not exceed 120 percent of the fee paid by Medicare for the same services performed


in a hospital  outpatient department,  and the maximum facility  fee for  services performed in  an ambulatory


surgical center shall not exceed 80 percent of the fee paid by Medicare for the same services performed in a


hospital outpatient department.
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(2) The department shall study the feasibility of establishing a facility fee for services that are performed in an


ambulatory surgical center and are not subject to a fee paid by Medicare for services performed in an outpatient


department, set at 85 percent of the diagnostic-related group (DRG) fee paid by Medicare for the same services


performed  in  a  hospital  inpatient  department.  The  department  shall  report  the  finding  to  the Senate Labor


Committee and Assembly Insurance Committee no later than July 1, 2013.


(d) If the administrative director determines that a medical treatment, facility use, product, or service is not


covered by a Medicare payment system, the administrative director shall establish maximum fees for that item,


provided that the maximum fee paid shall not exceed 120 percent of the fees paid by Medicare for services that


require comparable resources. If the administrative director determines that a pharmacy service or drug is not


covered by a Medi-Cal payment system, the administrative director shall establish maximum fees for that item.


However, the maximum fee paid shall not exceed 100 percent of the fees paid by Medi-Cal for pharmacy services


or drugs that require comparable resources.


(e) (1) Prior to the adoption by the administrative director of a medical fee schedule pursuant to this section, for


any treatment, facility use, product, or service not covered by a Medicare payment system, including acupuncture


services, the maximum reasonable fee paid shall not exceed the fee specified in the official medical fee schedule


in effect on December 31, 2003, except as otherwise provided in this subdivision.


(2) Any compounded drug product shall be billed by the compounding pharmacy or dispensing physician at the


ingredient level, with each ingredient identified using the applicable National Drug Code (NDC) of the ingredient


and the corresponding quantity, and in accordance with regulations adopted by the California State Board of


Pharmacy. Ingredients with no NDC shall not be separately reimbursable. The ingredient-level reimbursement


shall be equal to 100 percent of the reimbursement allowed by the Medi-Cal payment system and payment shall


be based on the sum of the allowable fee for each ingredient plus a dispensing fee equal to the dispensing fee


allowed by the Medi-Cal payment systems. If the compounded drug product is dispensed by a physician, the


maximum reimbursement shall not exceed 300 percent of documented paid costs, but in no case more than


twenty dollars ($20) above documented paid costs.


(3) For a dangerous drug dispensed by a physician that is a finished drug product approved by the federal Food


and Drug Administration, the maximum reimbursement shall be according to the official medical fee schedule


adopted by the administrative director.


(4) For a dangerous device dispensed by a physician, the reimbursement to the physician shall not exceed either


of the following:


(A) The amount allowed for the device pursuant to the official medical fee schedule adopted by the administrative


director.


(B) One hundred twenty percent of the documented paid cost, but not less than 100 percent of the documented


paid cost plus the minimum dispensing fee allowed for dispensing prescription drugs pursuant to the official


medical fee schedule adopted by the administrative director, and not more than 100 percent of the documented


paid cost plus two hundred fifty dollars ($250).


(5) For any pharmacy goods dispensed by a physician not subject to paragraph (2), (3), or (4), the maximum


reimbursement  to  a  physician  for  pharmacy goods  dispensed by  the  physician  shall  not  exceed any of  the


following:


(A) The amount allowed for the pharmacy goods pursuant to the official medical fee schedule adopted by the


administrative director or pursuant to paragraph (2), as applicable.


(B) One hundred twenty percent of the documented paid cost to the physician.


(C) One hundred percent of the documented paid cost to the physician plus two hundred fifty dollars ($250).


(6) For the purposes of this subdivision, the following definitions apply:


(A) “Administer” or “administered” has the meaning defined by Section 4016 of the Business and Professions


Code.


(B) “Compounded drug product” means any drug product subject to Article 4.5 (commencing with Section 1735)


of Division 17 of Title 16 of the California Code of Regulations or other regulation adopted by the State Board of


Pharmacy to govern the practice of compounding.


(C) “Dispensed” means furnished to  or for  a  patient as  contemplated by Section 4024 of  the Business and
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Professions Code and does not include “administered.”


(D) “Dangerous drug” and “dangerous device” have the meanings defined by Section 4022 of the Business and


Professions Code.


(E) “Documented paid cost” means the unit price paid for the specific product or for each component used in the


product as documented by invoices, proof of payment, and inventory records as applicable, or as documented in


accordance with regulations that may be adopted by the administrative director, net of rebates, discounts, and


any other immediate or anticipated cost adjustments.


(F) “Pharmacy goods” has the same meaning as set forth in Section 139.3.


(7) To the extent that any provision of paragraphs (2) to (6), inclusive, is inconsistent with any provision of the


official medical fee schedule adopted by the administrative director on or after January 1, 2012, the provision


adopted by the administrative director shall govern.


(8) Notwithstanding paragraph (7), the provisions of this subdivision concerning physician-dispensed pharmacy


goods shall not be superseded by any provision of the official medical fee schedule adopted by the administrative


director unless the relevant official medical fee schedule provision is expressly applicable to physician-dispensed


pharmacy goods.


(f)  Within  the  limits  provided  by this  section,  the  rates  or  fees  established  shall  be  adequate  to  ensure  a


reasonable standard of services and care for injured employees.


(g) (1) (A) Notwithstanding any other law, the official medical fee schedule shall be adjusted to conform to any


relevant changes in the Medicare and Medi-Cal payment systems no later than 60 days after the effective date of


those changes, subject to the following provisions:


(i) The annual inflation adjustment for facility fees for inpatient hospital services provided by acute care hospitals


and for hospital outpatient services shall be determined solely by the estimated increase in the hospital market


basket for the 12 months beginning October 1 of the preceding calendar year.


(ii) The annual  update in the operating standardized amount and capital  standard rate for inpatient hospital


services provided by hospitals excluded from the Medicare prospective payment system for acute care hospitals


and the conversion factor for hospital outpatient services shall be determined solely by the estimated increase in


the  hospital  market  basket  for  excluded hospitals  for  the 12 months  beginning  October  1  of  the preceding


calendar year.


(iii) The annual adjustment factor for physician services shall be based on the product of one plus the percentage


change in the Medicare Economic Index and any relative value scale adjustment factor.


(B) The update factors contained in clauses (i) and (ii) of subparagraph (A) shall be applied beginning with the


first update in the Medicare fee schedule payment amounts after December 31, 2003, and the adjustment factor


in clause (iii) of subparagraph (A) shall be applied beginning with the first update in the Medicare fee schedule


payment amounts after December 31, 2012.


(C) The maximum reasonable fees paid for pharmacy services and drugs shall not include any reductions in the


relevant Medi-Cal payment system implemented pursuant to Section 14105.192 of the Welfare and Institutions


Code.


(2) The administrative director shall determine the effective date of the changes, and shall issue an order, exempt


from Sections 5307.3 and 5307.4 and the rulemaking provisions of the Administrative Procedure Act (Chapter 3.5


(commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code), informing the public


of the changes and their effective date. All orders issued pursuant to this paragraph shall be published on the


Internet Web site internet website  of the Division of Workers’ Compensation.


(3) For the purposes of this subdivision, the following definitions apply:


(A)  “Medicare  Economic  Index”  means  the  input  price  index used by  the federal  Centers  for  Medicare  and


Medicaid Services to measure changes in the costs of a providing physician and other services paid under the


resource-based relative value scale.


(B) “Hospital market basket” means the input price index used by the federal Centers for Medicare and Medicaid


Services to measure changes in the costs of providing inpatient hospital services provided by acute care hospitals


that are included in the Medicare prospective payment system.
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(C) “Hospital market basket for excluded hospitals” means the input price index used by the federal Centers for


Medicare and Medicaid Services to measure changes in the costs of providing inpatient services by hospitals that


are excluded from the Medicare prospective payment system.


(D) “Relative value scale adjustment factor” means the annual factor applied by the federal Centers for Medicare


and Medicaid Services to the Medicare conversion factor to make changes in relative value units for the physician


fee schedule budget neutral.


(h)  This  section  does  not  prohibit  an  employer  or  insurer  from  contracting  with  a  medical  provider  for


reimbursement rates different from those prescribed in the official medical fee schedule.


(i) Except as provided in Section 4626, the official medical fee schedule shall not apply to medical-legal expenses,


as that term is defined by Section 4620.


(j) The following Medicare payment system components shall not become part of the official medical fee schedule


until January 1, 2005:


(1) Inpatient skilled nursing facility care.


(2) Home health agency services.


(3) Inpatient services furnished by hospitals that are exempt from the prospective payment system for general


acute care hospitals.


(4) Outpatient renal dialysis services.


(k) Except as revised by the administrative director, the official medical fee schedule rates for physician services


in effect on December 31, 2012, shall remain in effect until January 1, 2014.


(l) ( l)   Notwithstanding  subdivision  (a),  any explicit  reductions  in  the  Medi-Cal  fee  schedule  for  pharmacy


services and drugs to meet the budgetary targets provided in Section 14105.192 of the Welfare and Institutions


Code shall not be reflected in the official medical fee schedule.


(m) On or before July  1,  2013,  the administrative director  shall  adopt a regulation specifying an additional


reimbursement for MS-DRGs Medicare Severity Diagnostic Related Groups (MS-DRGs) 028, 029, 030, 453, 454,


455, and 456 to ensure that the aggregate reimbursement is sufficient to cover costs, including the implantable


medical device, hardware, and instrumentation. This regulation shall be repealed as of January 1, 2014, unless


extended by the administrative director.
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As Amends the Law Today


AB-1465 Workers’ compensation: medical treatment. (2021-2022)


SECTION 1. Section 4617 is added to the Labor Code, to read:


4617. (a)  The  administrative  director  shall  establish  a  statewide  medical  provider  network  to  be  called  the


California Medical Provider Network (CAMPN). The CAMPN shall consist of physicians, as described in Section


3209.3, throughout the state who are willing and able to provide medical treatment to injured employees.


(b) Notwithstanding any other provision of law, if the employer or insurer has established a medical provider


network (MPN) pursuant to Section 4616, or a health care organization (HCO) pursuant to Section 4600.3, the


injured employee may choose to treat with a physician in that MPN or HCO, or may choose to transfer treatment


to a physician in the CAMPN. If the employer or insurer has not established an MPN, the employee may choose to


treat with a physician of the employee’s choice, as provided in subdivision (c) of Section 4600, or to treat with a


physician in the CAMPN. An employee who is treating with a physician in the CAMPN may, at any time, change to


a different treating physician within the CAMPN. Nothing in this section shall be construed to limit the right of an


employee to treat with their personal physician as described in subdivision (d) of Section 4600.


(c)  The number of physicians in the CAMPN shall be sufficient to enable treatment for injuries or conditions to be


provided in a timely manner and shall, to the extent feasible, include within the CAMPN physicians in all medical


specialties. The CAMPN shall include an adequate number and type of physicians, as described in Section 3209.3,


to treat common injuries experienced by injured employees based on the type of occupation or industry in which


the  employee  is  engaged,  and  the  geographic  area  where  the  employees  are  employed.  With  respect  to


availability and accessibility of  treatment, the administrative director shall  consider the needs of rural areas,


specifically those in which health facilities are located at least 30 miles apart and areas in which there is a health


care shortage.


(d)  A physician who possesses the requisite license for practice of their medical specialty is eligible for inclusion


in the CAMPN, if all of the following apply:


(1) The physician is in good standing with the Medical Board of California.


(2) The physician has not been suspended pursuant to Section 139.21.


(3) The physician does not meet any of the criteria  specified in paragraph (1) of subdivision (a) of Section


139.21.


(4) The physician agrees to treat injured workers within the scope of their medical practice.


(5) The physician agrees to bill in accord with the official medical fee schedule established pursuant to Section


5307.1.


(6) The physician agrees to practice in accord with rules and regulations applicable to the workers’ compensation


system, including preparation of required reports.


(e) A physician who meets the criteria in subdivision (d) shall  be included in the CAMPN. In no event shall


economic profiling, as defined in subdivision (c) of Section 4616.1, be a factor to be considered for inclusion in or


expulsion from the CAMPN.


(f) All treatment within the CAMPN shall be provided in accordance with the medical treatment utilization schedule


established pursuant to Section 5307.27, which remains presumptively correct.


(g)  Treatment  within  the  CAMPN  shall  be  subject  to  utilization  review,  as  described  in  Section  4610,  and
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independent medical review, as described in Section 4610.5.


(h) Nothing contained herein shall be construed to limit or eliminate utilization review as described in Section


4610, independent medical review as described in Section 4610.5 or 4610.6, or the antifraud provisions contained


in Sections 139.21 and 4906 of this code, and Section 14123 of the Welfare and Institutions Code.


(i) The initial  list of CAMPN physicians shall be created by including any physician who meets the criteria in


subdivision (d) and was listed as of January 1, 2021, on any MPN created pursuant to Section 4616. Within 60


days of the effective date of this section, each employer, insurer, or private entity, that has established an MPN


pursuant to Section 4616, shall file with the administrative director a list of those physicians in the MPN as of


January 1, 2021.


(j) The administrative director shall, on or before April 30, 2022, and after public hearings, establish rules and


procedures governing the CAMPN. The administrative director shall include a continuity of care policy meeting the


requirements of Section 4616.2. The CAMPN shall be implemented no later than June 30, 2022.


(k) A physician in the CAMPN may, at any time, leave the CAMPN pursuant to the rules and procedures created by


the administrative director.
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The Honorable Eloise Reyes      The Honorable Lorena Gonzalez 


California State Assembly     California State Assembly 


State Capitol, Room 319      State Capitol, Room 2114 


Sacramento, CA 95814      Sacramento, CA 95814 


 


Subject: AB 1465 (Reyes & Gonzalez) – Workers’ Compensation: Medical Provider Networks - OPPOSE  


 


Dear Assemblymembers Reyes and Gonzalez,  


 


The undersigned organizations are all OPPOSED to your AB 1465, which would reduce the quality of medical care in 


California’s workers’ compensation system, increase costs on employers as they struggle to expand California’s 


economy as we come out of the COVID-19 pandemic, and wipe away important prior reforms that were the subject 


of negotiations between labor and management.  


 


MEDICAL PROVIDER NETWORKS  


A Medical Provider Network (MPN) is a network of medical service providers, the creation and maintenance of which 


is thoroughly regulated by the State of California, that is created to provide medical treatment to workers injured on 


the job in California. Every single MPN is individually evaluated for compliance with a litany of statutory and regulatory 


requirements before it can be implemented and is regularly reviewed once established. When a work-related injury or 


illness occurs treatment for the worker is provided by the doctors within the MPN. If there is a dispute about a 


physician’s medical opinion, the injured worker can obtain a second and even third opinion.  


 


Employers in California establish and maintain MPNs for several reasons, but the most important is quality. Because 


the California’s workers’ compensation system is especially prone to friction and litigation, employers establish 


networks of providers that will provide timely and effective medical treatment, help return employees to gainful 


employment, and prepare the types of reports that are necessary to resolve all aspects of a workers’ compensation 


claim without delay.  


 


While we can’t say enough about the great work being done by the majority of doctors serving workers in our system, 


there is and always has been a small population of doctors who seek to defraud or otherwise provide poor quality 


medical treatment to injured workers. If you question this assertion, we invite you to review the Division of Workers’ 


Compensation’s (DWC) list of suspended providers to get an understanding of our concerns about quality. .  Based 


on the criteria in the bill CAMPN would be required to include providers that are the targets of 207 investigations into 


abuse and fraud, related to $1.45 billion of chargeable fraud, which is the tip of the iceberg when it comes to workers’ 


compensation abuse, according to data reported to the California Department of Insurance by local District Attorneys.  


 


There are a host of other elements of the current MPN system that underpin the effective and efficient handling of 


workers’ compensation claims.  For example, customized MPNs are designed to retain quality treating physicians to 


provide high quality care to injured workers so they can return to function as soon as possible and, are free to select 


physicians within the networks and can change providers if they choose.  


 


Also, MPNs are tailored to the needs of WC patients, with the state imposing strict rules about the number and types 


of providers available to injured workers, the geographic area to be serviced by a network, and even ensuring that 


networks have enough of each type of provider to accommodate requests to change physicians and provide second 


and third opinions. And there are fail safes.  Indeed, the current MPN system allows a worker to choose their own 


physician through predesignation – regardless of specialty - if they would feel more comfortable working with a provider 


they already see.  


 



https://www.dir.ca.gov/t8/ch4_5sb1a3_5.html

https://www.dir.ca.gov/Fraud_Prevention/Suspension-List.htm





 


MPNS DELIVER BETTER QUALITY CARE AND OUTCOMES 


Available data and studies show that the current MPN system is working. There are no widespread access issues nor 


required travel to access care as the proponents of AB 1465 assert. The state has developed a system of checks and 


balances to enforce appropriate quality standards – including access standards – and has the tools to address outliers 


or abuse by payers. This has led to better quality care and outcomes for patients in tailored MPNs compared to open 


networks, such as faster recovery and sustained return to work, increased patient satisfaction, expedited care, and 


fewer problems accessing care and choosing doctors. 


 


AB 1465 UNDERMINES PROVIDER QUALITY  


AB 1465 would establish the state-run California Medical Provider Network (CAMPN). The problem is that the network 


created under AB 1465 would essentially allow all but the absolute worst doctors into the network, and also allow any 


injured worker in the state to access care through that network. The key objection to AB 1465 isn’t that the state is 


establishing its own network for its own use, it is that AB 1465 eliminates the exclusivity of the networks already 


established by California employers and exposes them to substandard treatment from substandard providers. 


 


 Few Controls on Provider Inclusion 


AB 1465 contains only the most basic controls for which physicians will be allowed into the CAMPN. 


Subsection (d) contains six very basic requirements that must be met for a physician to be allowed into the 


network. Nowhere does this legislation anticipate the sort of qualifications that most employers apply to their 


networks. There is no focus on system familiarity, quality of medical reports, accountability for poor past 


performance, or any other type of consideration that would help to more quickly and effectively deliver quality 


treatment to workers hurt while working.  


 


The result is that every physician known across the system for providing poor quality care, writing reports that 


create friction in legal proceedings, engaging in fraudulent billing practices, and other such behaviors will be 


allowed into this CAMPN. The CAMPN will be a low-quality network that is expensive to establish and 


maintain.  


 


Overrides Existing Employer MPNs 


AB 1465 eliminates the exclusivity of existing employer MPNs that have been carefully crafted over 15 years. 


Subsection (b) clearly allows any injured workers to circumvent the MPN already carefully established by their 


employer and instead select a physician in the lower-quality CAMPN. The impact of this change in policy is to 


completely undermine the work done by employers to establish and maintain networks of quality physicians 


capable of navigating California’s complex workers’ compensation system. Injured workers’ will be exposed 


to physicians who would have been intentionally excluded from employer networks because of fraudulent 


practices, poor medical outcomes, or both. 


 


AB 1465 will provide new tools to the small percentage of doctors, attorneys, and injured workers intent on 


defrauding the workers’ compensation system for their own benefit. It will allow those injured workers who are 


so inclined to doctor shop for treatment, drugs, and disability status. And it will allow physicians with 


substandard practices a foothold in the system and make it impossible to get them out. 


 


AB 1465 TAKES THE WRONG APPROACH TO WORKERS’ COMPENSATION  


Over the past 15 years California has largely avoided drastic swings in our workers’ compensation system by 


functionally leaving it alone and letting it operate. When changes have been needed, labor and management have 


come together to negotiate reasonable changes and ensure systemic balance. AB 1465 departs significantly from 


that pattern and proposes to upend previously negotiated systems and processes with no input from management or 


basis in data showing a needed change. It is the type of legislation, respectfully, that has in past years helped 


destabilize the workers’ compensation system and costs for employers to a crises level.  


 


We would respectfully assert that any change as substantial as this should have buy-in from stakeholders across the 


system and should be based in data showing outcome impacts. There may be ways that employers and workers can 


agree to improve Medical Provider Networks for everyone, and we would not object to having that type of conversation. 


But the bottom line is that AB 1465 currently achieves only one thing – the effective destruction of employer-


established MPNs, without improvement to quality of care and outcomes for the injured worker. 


 







For the reasons outlined above, and more, we are respectfully OPPOSED to your AB 1465 and would urge you to 


reconsider this policy proposal. 


 


Sincerely,  


 


Acclamation Insurance Management Services  


Allied Managed Care  


American Property Casualty Insurance Association  


Association of California Egg Farmers 


Association of California Healthcare Districts 


Association of Claims Professionals  


Auto Care Association 


Brea Chamber 


California Agricultural Irrigation Association 


California Alfalfa & Forage Association 


California Association of Health Facilities  


California Association of Joint Power Authorities  


California Association of Wheat Growers 


California Bean Shippers Association 


California Chamber of Commerce 


California Coalition on Workers’ Compensation  


California Farm Bureau 


California Farm Labor Contractor Association 


California Food Producers 


California Fresh Fruit Association  


California Grain & Feed Association 


California Grocers Association  


California Hospital Association  


California Joint Powers Insurance Authority  


California Pool & Spa Association  


California Pork Producers Association 


California Rice Commission 


California Seed Association 


California Self Storage Association  


California Self-Insurers Association  


California Special Districts Association 


California State Association of Counties  


California State Beekeepers Association 


California State Floral Association 


California Trucking Association 


California Warehouse Association 


California Women for Agriculture 


Carlsbad Chamber of Commerce 


CAWA – Representing the Automotive Parts Industry  


Concentra 


County of Monterey  


Downey Unified School District 


EK Health Services, Inc.  


Family Business Association of California  


Garden Grove Chamber of Commerce  


Greater High Desert Chamber of Commerce 


Growing Coachella Valley 


Housing Contractors of California  


Huntington Beach Union High School District  


Independent Insurance Agents & Brokers of California  


Landscape Contractors Insurance Services, Inc. 


League of California Cities 







Liberty Mutual  


MEDEX Healthcare 


National Federation of Independent Businesses  


North Bay Schools Insurance Authority 


North Orange County Chamber 


Pacific Egg & Poultry Association 


Pesticide Applicators Professional Association 


Plant California Alliance 


Pleasanton Chamber of Commerce 


Public Risk Innovation, Solutions, and Management  


Rancho Cordova Chamber of Commerce 


Redondo Beach Chamber of Commerce 


Rural County Representatives of California 


Santa Barbara South Coast Chamber of Commerce  


Schools Insurance Authority 


Signature Network PLUS, Inc.  


South Bay Association of Chambers of Commerce 


Southwest California Legislative Council  


Special District Risk Management Authority 


Sweetpotato Council of California 


The Protected Insurance Program for Schools &  


  Community Colleges Joint Powers Authority  


Tulare Chamber of Commerce 


Ventura County Agricultural Association 


Western Growers Association 


  


cc.  Members, Assembly Insurance Committee  


 Office of Governor Gavin Newsom, Legislative Unit 


 Department of Industrial Relations  


 Division of Workers’ Compensation  
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I M P A C T  A N A L Y S I S  R E P O R T  


 
 
 


 I M P A C T  A N A L Y S I S  R E P O R T  
 


 


INTRODUCTION  
 


Assembly Bill 1465 proposes that the California Division of Workers’ Compensation (DWC) 
create an alternative medical provider network for injured workers, the California Medical 
Provider Network (CAMPN), with the stated intent of improving access to care.  To analyze the 
likelihood that the proposed legislation could meet that goal, as well as the potential cost impact 
to the workers’ compensation system, the authors reviewed a large sample of 2019 and 2020 
work injury claims in which the injured workers were treated by medical provider network 
(MPN) and non-network providers and found little evidence of poor access to care in either 
group.  In addition, the proposed statutes effectively neutralize contractual discounts, which 
could add $286 million to the cost of medical care in the California workers’ compensation 
system without improving access to care.  The DWC’s infrastructure costs to build and 
administer the CAMPN would likely add an additional $13 million to $65 million in expenses.  
System integration costs between payers and managed care companies and the DWC would 
result in significant additional expense, as would potential increases in medical utilization, 
attorney involvement, and medical dispute resolution.   
 
The following report takes an in-depth look at the proposed legislation, the major impetus 
behind the proposal – injured worker access to care – and the cost of building and maintaining 
the California Medical Provider Network.    
 
      California Workers’ Compensation Institute 
      April 2021 
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I M P A C T  A N A L Y S I S  R E P O R T  


 
BACKGROUND  
Assembly Bill 1465, sponsored by Assemblymembers Eloise Gómez Reyes and Lorena Gonzalez, asks 
the California Division of Workers’ Compensation (DWC) to create an alternative medical provider 
network for the California workers’ compensation system, called the California Medical Provider 
Network (CAMPN).  The CAMPN will act as a wrap-around network giving injured workers the ability 
to use either: (1) their employer’s MPN; or (2) the CAMPN.  The stated legislative intent of the 
CAMPN is to improve access to care for injured workers.  To evaluate the ability of the CAMPN to 
accomplish its legislative intent, it is helpful to review the role of physician networks in the California 
workers’ compensation system and prior research on their effectiveness.  
 
Physician networks have played an essential role in the California workers’ compensation system for 
more than 35 years, beginning in the late 1980s when Preferred Provider Organizations were introduced 
into the system.  Subsequent legislation and regulations created additional forms of physician networks, 
including Health Care Organizations (HCOs),1 and in 2004, Medical Provider Networks (MPNs).2  
Legislators and regulators encouraged the proliferation and use of physician networks based on a body 
of research that showed an association between physician networks and better outcomes.3,4,5,6  For 
injured workers, better outcomes meant higher quality of care through the use of scientifically proven, 
appropriate treatment and faster return to work.  For payers, networks were associated with more 
consistent care, less litigation, lower costs, and fewer medical disputes.  With these successes, the 
decades-long legislative intent to expand the use of networks was realized:  in calendar year 1995, 
networks delivered approximately 35 percent of all workers’ compensation medical treatment; by 2002, 
network penetration had grown to 44 percent; by 2011 it was 72 percent; and by 2020, approximately 90 
percent of injured worker medical care was delivered through networks.7  Since the DWC last adopted 
major changes to the regulations governing MPNs in August 2014,8 medical costs have been relatively 
stable.9   
 
Provider networks are designed and administered by managed care organizations or workers’ 
compensation payers.  Workers’ compensation physician networks are comprised of providers who have 
significant experience treating injured workers as well as providers with expertise in generalized areas of 
medicine.  MPNs must meet access to care standards for common occupational injuries and work-related 
illnesses set forth by the DWC.10  Currently, there are approximately 114,000 licensed physicians in 
California, and approximately 51,000 (45 percent) treat workers’ compensation patients.11   
 


 
1  Originally introduced in 1993, HCO use was also addressed in 2004’s AB 749. 
2  SB 899, introduced in 2003-2004 legislative session, took effect 01/01/2005. 
3  Johnson, W. G., Baldwin, M. I. and Marcus, S. C.  The Impact of Workers’ Compensation Networks on Medical Costs and Disability 


Payments.  Workers Compensation Research Institute (WCRI).  November 1999.   
4  Swedlow, A. and Gardner, L. B.  Provider Experience and Volume-Based Outcomes in California Workers’ Compensation – Does 


“Practice Make Perfect?”  CWCI Report to the Industry.  February 2003. 
5  Victor, R.A.  The Impact of Initial Treatment by Network Providers on Workers’ Compensation Medical Costs and Disability Payments.  


WCRI.  August 2001. 
6  Victor, R. A., Borba, P. S. and Want, D.  Provider Choice Laws, Network Involvement, and Medical Costs.  WCRI.  December 2002. 
7   Ireland, J. Hayes, S. Swedlow, A.  PPO to MPN: Impact of Physician Networks in California Workers’ Compensation.  CWCI Research 


Note, June 2015; CWCI 2021 (unpublished). 
8   Mandated by the 2012 reform bill (SB 863), the revisions to the MPN regulations adopted in August 2014 changed the requirements for 


developing, maintaining, and operating MPNs; revised notice requirements; added new penalty provisions; updated MPN access 
standards; and required MPNs to provide a medical access assistant to help injured workers access care.  


9   CWCI Claims Monitoring Application, Industry Claims Information System, Medical Payment Data Valued as of June 2020. WCIRB 
2020 State of the System, Chart 29, Average Medical Cost Per Indemnity Claim, AY 1990-2019, July 2020.   


10  Lab. C. §4616(a)(1); 8 Cal. Code. Regs. §9767.5. 
11  Source: CWCI’s IRIS database for medical services delivered between January 2019 and June 2020.  



https://www.cwci.org/document.php?file=2701.pdf
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A substantial body of evidence from the group health sector has indicated a robust association between 
physician experience, measured by the volume of care provided, and the outcome of that care.12,13  This 
concept of “volume-based outcomes” was the subject of a 2003 CWCI study, which showed that 89.8 
percent of primary treating providers in the California workers’ compensation system 1 to 4 injured 
workers per year (or 14.4 percent of a study sample of more than 1 million claims).  The balance of 
more experienced providers treated between 5 to 331 or more injured workers per year.  After case-mix 
adjustment, outcomes for the claims involving the more experienced providers showed significantly less 
litigation, faster return to work, and lower average cost.14  These studies illustrate the benefit in terms of 
quality outcomes for an injured worker to be seen by a provider that specializes in treating industrial 
injuries. 
 
An important component of physician networks is the contractual relationship between the provider and 
the payer.  In return for inclusion in a centralized network and for patient referrals, these physicians 
often agree to discounts from the Official Medical Fee Schedule (OMFS) rates for their services.  Most 
providers belong to multiple networks with different contractual rates that vary by physician specialty, 
location, and other factors.  When discounts are offered, they typically range from 10 percent to 17.5 
percent below the OMFS rates.  In return for price considerations, payers assist injured workers by 
matching their clinical needs to an appropriate network provider within an access-to-care standard 
established by the DWC.  Networks must have sufficient providers to meet the California workers’ 
compensation system’s access standards, which require a choice of three general practitioners located 
within a 15-mile radius of an injured worker and three specialists located within a 30-mile radius.  If the 
access standards cannot be met, injured workers may utilize non-network providers.  In 2013, legislators 
and regulators further improved this system by requiring providers of MPNs to have Medical Access 
Assistants available to workers who might need assistance in finding the proper doctor for the right 
care.15 
 
To safeguard the quality of care, network administrators also monitor physician utilization patterns 
against an evidence-based standard of care, California’s Medical Treatment Utilization Schedule 
(MTUS).16  Referred to in statute as “economic profiling,” networks expend considerable effort and 
expense analyzing physician practice patterns against the MTUS to adjust their network composition.  
This is a common practice for almost all networks, not only in workers’ compensation, but also in group 
health and federal healthcare programs.  This form of analysis is used to ensure that patients receive 
consistent, high quality, scientifically proven medical treatment at the agreed-upon pricing.  In 
California workers’ compensation, variations in contractual pricing, the different locations of employers 
and employees, and the unique mix of injuries specific to individual industries led to the creation of 
individualized network solutions.  Since the advent of MPNs in 2004, there have been 2,457 active 
medical provider networks.17   
 


 
12 (Hughes, Hunt and Luft, 1987). (Showstack et al., 1987). Luft, Bunker and Enthoven (1979) Hughes R. G., Hunt S. S. & Luft, H. S. 


Effects of Surgeon Volume and Hospital Volume on Quality of Care in Hospitals. Medical Care, 25:6:489-503, 1987. 
13 Showstack J.A., Rosenfeld, K. E., Garnick, D. W., Luft, H. S., Schaffarzick, R. W., & Fowles, J. Association of Volume with Outcome of 


Coronary Artery Bypass Graft Surgery. Scheduled vs Nonscheduled Operations. [erratum appears in JAMA 1987 May8;257(18):2438.]. 
JAMA, 257: 6: 785-9, 1987. 


14 Swedlow, A. and Gardner, L. B.  Provider Experience and Volume-Based Outcomes in California Workers’ Compensation – Does 
“Practice Make Perfect?”  CWCI Report to the Industry.  February 2003. 


15 The Medical Access Assistant provisions of SB 863 were codified as Lab. C. §4616(a)(5), and 8 Cal. Code Regs. §9767.5(g) & (h). 
16 The Division of Workers’ Compensation established and updates the Medical Treatment Utilization Schedule, found at 


https://www.dir.ca.gov/dwc/mtus/mtus.html.  
17 The DWC’s list of MPNs is available here: https://www.dir.ca.gov/dwc/mpn/dwc_mpn_main.html.  



https://www.dir.ca.gov/dwc/mtus/mtus.html

https://www.dir.ca.gov/dwc/mpn/dwc_mpn_main.html
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Preliminary Evaluation of the Impact of AB 1465   


Assembly Bill 1465 seeks to create the California Medical Provider Network (CAMPN) for the workers’ 
compensation system.  The CAMPN will differ from the active California workers’ compensation 
networks18 in several ways: 
 


• To start, the CAMPN will be comprised of licensed physicians in good standing with the 
California Medical Board (CMB) who are currently in any California workers’ compensation 
network.  Within 60 days of AB 1465’s effective date, each employer, insurer, or private entity 
with an established MPN must turn over to the DWC Administrative Director a complete list of 
those physicians as of January 1, 2022.  Eventually, the CAMPN seeks to include any licensed 
physician in good standing with the CMB.  In its current form, AB 1465 does not address other 
physicians such as osteopaths, psychologists, chiropractic practitioners, and other ancillary 
service providers, as they are not licensed by the CMB.   


• Payments for providers in the CAMPN will adhere to the maximum allowed amounts for 
services covered in the OMFS.  This provision effectively negates long-standing network 
contractual agreements for price considerations below the OMFS. 


• While all treatment delivered by the CAMPN will be subject to medical dispute resolution 
(Utilization Review & Independent Medical Review), evaluating provider performance to ensure 
that they are generally following treatment guidelines (“economic profiling”) will not be 
permitted. 


To better consider the purported improvements that the CAMPN will provide the California workers’ 
compensation system against the effort and expense of building the CAMPN, the authors analyzed two 
areas:  


A. access to care; and  
B. the related cost and expenses of building and maintaining an alternative network free of agreed 


upon contractual discounts.  
 


  


 
18 Source: DWC as of January 2021 (https://data.ca.gov/dataset/d607b6e5-3792-4403-8d0d-b16090d84ac0/ resource/7a4fe0c3-68d4-4a18-


bb3c-81fb7b2c1e32/download/mpnapprovedbydate.xlsx). 



https://data.ca.gov/dataset/d607b6e5-3792-4403-8d0d-b16090d84ac0/%20resource/7a4fe0c3-68d4-4a18-bb3c-81fb7b2c1e32/download/mpnapprovedbydate.xlsx

https://data.ca.gov/dataset/d607b6e5-3792-4403-8d0d-b16090d84ac0/%20resource/7a4fe0c3-68d4-4a18-bb3c-81fb7b2c1e32/download/mpnapprovedbydate.xlsx
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Access to Care  


Improving access to medical treatment is the central justification for AB 1465.  To examine this issue, 
the authors measured current state access across two dimensions: (1) time to initiation of treatment; and 
(2) geographic proximity between the injured worker and the treating provider.19 
 


1. Time to Initial Treatment 
The authors used a database of 181,309 California workers’ compensation claims with dates of 
injury between January 2019 and June 2020 to determine the number of days between the date of 
employer notification of injury and the first date of medical treatment for claims managed by a 
network (MPN) physician versus those managed by a non-network (Non-MPN) physician.20   
 


  Exhibit 1:  Average Days to Initial Treatment:  MPN vs. Non-MPN Managed Claims 


 
Exhibit 1 shows small differences in access as measured by the number of days from employer 
notice of injury to initial treatment.  Within the first seven days, MPN claims had fewer claims 
receiving initial treatment than Non-MPN claims.  That difference was largely resolved at two 
weeks following employer notification when more than 90 percent of all claims had received 
initial treatment.  These findings suggest it is unlikely that the CAMPN would have a material 
impact on this access outcome. 
 


2. Proximity Between Injured Worker and Treating Provider 
Access to treatment is measured by the distance (mileage) for an injured worker to reach a given 
provider (i.e., the distance from the injured worker’s home address ZIP code to the provider’s 
office).  As in the time to treatment analysis, the authors used the sample of 181,309 claims with 
January 2019 through June 2020 injury dates to determine the injured workers’ proximity to 
three primary care physicians and three specialty physicians who treat injured workers.  The 
primary care category focused on evaluation and management office visits from physicians in 
general practice, family medicine and occupational medicine, and specialist category focused on 
physicians performing surgical procedures.  To allow for comparisons between those who were 


 
19 The authors used the Quest Analytics Suite (formally known as GeoAccess) to measure access to care.   
20 The authors employed an algorithm to measure the contribution of each provider on a claim to isolate that provider with the greatest 


degree of treatment control over the course of the claim along with their network affiliation (MPN or Non-MPN).   


0-7 Days 0-14 Days 0-21 Days 0-30 Days
MPN 85.9% 90.6% 93.1% 94.9%
Non-MPN 90.0% 92.9% 94.2% 95.4%
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treated within a network and those who were not, the results were broken out separately for 
injured workers treated within an MPN and those who were treated outside an MPN.   
 
Exhibits 2A and 2B show the injured workers’ access (in miles) to a choice of three workers’ 
compensation primary care physicians.  In both the MPN and the non-MPN claim samples, 
nearly all of the injured workers had a choice of three workers’ compensation primary care 
physicians within 15 miles of their home, with 99 percent of the MPN patients and 98 percent of 
the non-MPN patients meeting the state’s access standard.  
  


Exhibits 2A & 2B:  Percent of Employees Meeting Access Standard & Average Distance to Initial 
Evaluation & Management Visit 
Exhibit 2A: MPN Access    Exhibit 2B: Non-MPN Access 


   
Percent of Claims Meeting Access Standard:  99% Percent of Claims Meeting Access Standard:  98% 
 


Exhibits 3A and 3B show injured workers’ access to a choice of three workers’ compensation 
surgery specialists.  Once again, for both MPN and non-MPN managed claims, most injured 
workers (96 percent of those treated in MPNs, 95 percent of those treated outside an MPN) had a 
choice of three workers’ compensation surgeons within 30 miles of their homes.   


 
Exhibits 3A & 3B:  Percent of Employees Meeting Access Standard and Average Distance to Initial 
Surgery 
Exhibit 3A: MPN Access    Exhibit 3B: Non- MPN Access 


   
Percent of Claims Meeting Access Standard:  96% Percent of Claims Meeting Access Standard:  95% 
 
The combined results show that at least 95 percent of all injured workers in the accident year 2019-2020 
study sample met the access standard for all combinations of MPN, Non-MPN, primary care, and 
surgery physicians.  
 
While most Californians and most injured workers in the state are concentrated in and around major 
metropolitan regions, access to medical care in workers’ compensation, group health, or government 
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medical programs is heavily influenced by whether the patient lives in an urban, suburban, or rural 
area.21  Exhibit 4 shows the average distance that injured workers living in urban, suburban, and rural 
areas of California needed to travel to see their workers’ compensation primary care or surgery provider, 
and once again for comparative purposes, the results are broken out for MPN and non-MPN patients.   
 
Exhibit 4:  Average Mileage between Injured Worker and Initial Treating Provider:  Primary Care 
(Evaluation and Management Visit) and Surgery, MPN vs. Non-MPN Managed Claims 


 Miles from Injured Worker to Treating Provider 
  (Eval & Management)22 Surgery 
 MPN Non-MPN MPN Non-MPN 


Urban 6.2 6.3 10.6 11.3 
Suburban 8.2 7.6 11.7 12.7 
Rural 12.1 12.3 13.0 13.1 
Grand Total 8.0 8.8 11.3 12.2 


 
Exhibit 4 notes differences in mileage between workers in urban, suburban, and rural regions, but shows 
only minor variations in access to primary care (E&M) services or specialty (surgical) services between 
MPN and Non-MPN patients within each regional category.  Given the lack of significant difference in 
access, it is unlikely that an all-encompassing CAMPN will reduce proximity to care. 
 
The Cost of Building and Maintaining the CAMPN 


AB 1465 requires the DWC to construct the CAMPN.  If enacted, regulatory details of managing the 
network will need to be codified.  Under AB 1465, the CAMPN will include every licensed physician 
associated with any existing network in California serving workers’ compensation patients.  Assuming 
that the CAMPN will resemble public and private sector networks, DWC will acquire responsibility for 
building and maintaining the inventory of providers.  Among other administrative infrastructure and 
associated expenses, creating the network will require investigation, credentialing, and contracting of 
every provider.  The DWC, for the first time ever, will have to create a significant infrastructure to build, 
analyze, and maintain such a network.  To that end, the following cost estimate contemplates the two 
central areas of CAMPN management: contracting and credentialing; and infrastructure. 
 
A. Contracting and Credentialing:  


• Investigation & Application Processes  
• Contracting 
• Credentialing 


 
Based on an estimated 51,000 providers who have treated one or more California workers’ 
compensation patients, and assuming that DWC staff will act as primary CAMPN administrators, a 
survey of managed care organizations and claims experts confirm an estimated cost of $250 per 
contract.23  This estimate includes staff time and other technical resources to gather and process personal 
and professional information on each physician candidate for the network.  CAMPN estimates for 
contracting and credentialing are as follows:  51,000 providers x $250/provider = $12.8 million. 


 
21 Using U.S. Census data, the authors assigned each ZIP code as either urban, suburban, or rural based on their population statistics.  An 


urban area is defined by a ZIP code population greater than 3,000 persons/square mile; suburban between 1,000 – 3,000 persons/sq mile; 
rural less than 1,000 persons/square mile.  


22 The claim sample for Evaluation and Management access used a database of 174,224 injured workers with an E&M initial visit and 
31,919 claims with surgery.  All claims had dates of injury between January 2019 and June of 2020. 


23 Average estimated cost from managed care organizations with broad-based MPNs. 







 


 9 


I M P A C T  A N A L Y S I S  R E P O R T  


B. Infrastructure 
The DWC will require a significant investment in experienced staff and other resources to build and 
maintain the CAMPN.  Without more regulatory details on the CAMPN’s architecture and 
resources, it is difficult to estimate infrastructure costs with any precision on the following 
requirements: 
 
• Increased staffing (e.g., MPN contract managers and database programmers) 
• Data processing systems and associated analytics 
• Systems integration with Workers’ Compensation Information System medical bill review data 
• Medical Access Assistant / Call Center services 


 
Building and maintaining an infrastructure for ongoing management of a network is difficult to 
estimate given the unknown status of available staff (as well as their expertise in MPN contracting 
and management) and available and or scalable information systems technology.  The authors 
surveyed large managed care organizations and estimated that administrative and technology 
expenses related to the CAMPN infrastructure would range from $15 million to $65 million per year. 


 
Additional Annual Costs from a Non-Discount Network 
Using WCIRB’s 2019 pre-pandemic insurer medical loss data, the authors identified eight medical loss 
categories that would incur additional costs from CAMPN’s elimination of contractual discount pricing: 
 
Exhibit 5:  Estimated Additional Medical Treatment Costs 


 
2019 Paid  


($ Millions)24 
Costs Potentially Impacted 
by AB 1465 ($ Millions) 


1. Evaluation & Management $455.2 $455.2 
2. Surgery $155.6 $155.6 
3. Radiology $92.2 $92.2 
4. Medicine $62.0 $62.0 
5. Anesthesia $16.4 $16.4 
6. Other $1.8 $1.8 
7. Hospital – Outpatient $304.3 $304.3 
8. Medical Payments Direct to Injured Workers $1,469.8 $734.925 


              Total Provider Payments (Insurers) $2,557.3 $1,822.3 
  


Self-Insured Provider Payments26 $911.2 
Total Insured and Self-Insured Provider Payments $2,733.5 


Payments to MPN Providers (factor of 91%27) $2,487.5 
Payments to MPN Providers subject to OMFS (factor of 92%28) $2,288.5 


MPN Discount Rate29 12.5% 
Additional Annual Cost (based on 2019 expenses) $286.1 Million 


 
24 Source: WCIRB 2019 California Workers’ Compensation Losses and Expenses.  June 2020.  Estimated costs are for the insurer market 


only. https://www.wcirb.com/sites/default/files/documents/2019_ca_wc_losses_and_expenses_report-complete.pdf. 
25 Assumes conservative estimate that 50 percent of future medical settlements would be subject to OMFS. 
26 Public and Private Self-insured employers comprise approximately one-third of the California workers’ compensation system.  To 


estimate self-insured payments, a factor of .5 was used against the insurer subtotal. 
27 CWCI IRIS data on 181k claims and associated medical bills found 91% of treatment costs were delivered by MPN providers. 
28 CWCI IRIS data on 181k claims and associated MPN medical bills found 92% of treatment costs were delivered by a MPN provider that 


offered a discount from the OMFS.  This compares with similar analysis from three large MPN managed care administrators. 
29 Source: CWCI IRIS database and survey information from MPN providers.  



https://www.wcirb.com/sites/default/files/documents/2019_ca_wc_losses_and_expenses_report-complete.pdf
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The elimination of agreed-upon contractual discount considerations would have added approximately 
$286 million or an additional 11.2 percent for the same treatment delivered in 2019.  The CAMPN’s 
additional fees for such treatment would repeat each accident year.   Note: these estimates do not include 
additional systems costs borne by insured and self-insured payers needed to create information 
technology integration platforms to access and share data with the CAMPN administrators.     
 
Estimated Cost of the CAMPN ($ Millions) 


A. DWC 
Contracting and Credentialing:                   $12.8 
Infrastructure:         $15.0 – $65.0 


B. Insurers & Self-Insurers 
Additional Treatment Costs:                  $286.1 
Systems Integration with CAMPN:  To Be Determined 


       ============== 
           $314M - $364M 
 
DISCUSSION 
The legislative intent of creating the CAMPN is based upon the principled assertion that California’s 
injured workforce would benefit from greater access to treatment.  The analysis presented above shows 
that the creation of the CAMPN would have both known and unintended consequences that limit its 
ability to achieve this goal. 
 
Known Consequences: 
 


• Little Likelihood of Improved Access to Care:  Approximately 90 percent of workers’ 
compensation physician services are currently managed or delivered by MPNs.  Prior legislation 
and regulations encouraged and achieved a broad proliferation of networks with various 
inventories of providers.  As most networks are conceived and managed against specific 
California locations, industries, policyholder characteristics, and their associated employees and 
injuries, it is unlikely that an arbitrary increase in the sheer number of physicians will increase 
quality of care or MPN utilization and access beyond current levels. 


• New DWC Infrastructure Costs:  The DWC has never been compelled to create a statewide 
network.  Starting from scratch would require wholesale investments in experienced staff, 
establishment of elaborate contracting and credentialing processes, creation of information 
systems and analytics, and interfacing with all payers and employers.  A contracted and 
credentialed CAMPN with 51,000 providers will take years to assemble and cost the state an 
estimated $15 million - $65 million per year. 


• Additional Cost of Care:  By negating existing contractual agreements on price considerations, 
the California workers’ compensation system will incur an additional $286 million per year 
(based on 2019 medical losses) in medical provider treatment costs.   


• A combined initial cost estimate of $314+ million per year is unlikely to improve access to care. 
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Unintended Consequences: 
 
Beyond the additional cost of care and administration expenses outlined above, there will be other costs.  
Expanding networks without the benefit of contractual prices or the ability to analyze practice patterns 
will likely lead to increases in known cost drivers, the degree to which is beyond the bounds of this 
preliminary analysis.   
 
Since the 2003-2004 reforms, legislative and regulatory reforms have increased access to care through 
the use of medical provider networks as a medical delivery component that could consolidate treatment 
and increase quality of care with experienced providers well versed in the rules and regulations that not 
only guide medical decision making but also facilitate return to full function.  Since 2004, 2,457 MPNs 
have been serving injured workers and have increased their utilization to 90 percent of key outpatient 
services.    
 
 
Future CWCI research will examine MPN managed claims in the following areas:  


• Changes in medical utilization  
• Attorney involvement & medical-legal evaluation  
• Medical dispute resolution (utilization review, independent medical review, independent bill 


review)  
• Return-to-work 
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March 14, 2021 
 
The Honorable Eloise Reyes  
California State Assembly 
State Capitol, Room 319 
Sacramento, CA 95814 
 
The Honorable Lorena Gonzalez  
California State Assembly 
State Capitol, Room 2114 
Sacramento, CA 95814 
 
Subject: AB 1465 (Reyes & Gonzalez) – Workers’ Compensation: Medical Provider Networks 
    OPPOSE  
 
Dear Assemblymembers Reyes and Gonzalez,  
 
The undersigned organizations are all OPPOSED to your AB 1465, which would reduce the quality 
of medical care in California’s workers’ compensation system, increase costs on employers as they 
struggle to expand California’s economy as we come out of the COVID-19 pandemic, and wipe 
away important prior reforms that were the subject of negotiations between labor and 
management.  
 
MEDICAL PROVIDER NETWORKS  
A Medical Provider Network (MPN) is a network of medical service providers, the creation and 
maintenance of which is thoroughly regulated by the State of California, that is created to provide 
medical treatment to workers injured on the job in California. Every single MPN is individually 
evaluated for compliance with a litany of statutory and regulatory requirements before it can be 
implemented and is regularly reviewed once established. When a work-related injury or illness 
occurs treatment for the worker is provided by the doctors within the MPN. If there is a dispute 
about a physician’s medical opinion, the injured worker can obtain a second and even third opinion.  
 
Employers in California establish and maintain MPNs for several reasons, but the most important 
is quality. Because the California’s workers’ compensation system is especially prone to friction 
and litigation, employers establish networks of providers that will provide timely and effective 
medical treatment, help return employees to gainful employment, and prepare the types of reports 
that are necessary to resolve all aspects of a workers’ compensation claim without delay.  
 
While we can’t say enough about the great work being done by the majority of doctors serving 
workers in our system, there is and always has been a small population of doctors who seek to 







defraud or otherwise provide poor quality medical treatment to injured workers. If you question this 
assertion, we invite you to review the Division of Workers’ Compensation’s (DWC) list of suspended 
providers to get an understanding of our concerns about quality. .  Based on the criteria in the bill 
CAMPN would be required to included providers that are the targets of 207 investigations into 
abuse and fraud, related to $1.45 billion of chargeable fraud, which is the tip of the iceberg when 
it comes to workers’ compensation abuse, according to data reported to the California Department 
of Insurance by local District Attorneys.  
 
There are a host of other elements of the current MPN system that underpin the effective and 
efficient handling of workers’ compensation claims.  For example, customized MPNS are designed 
to retain quality treating physicians to provide high quality care to injured workers so they can 
return to function as soon as possible and, are free to select physicians within the networks and 
can change providers if they choose.  
 
Also, MPNs are tailored to the needs of WC patients, with the state imposing strict rules about the 
number and types of providers available to injured workers, the geographic area to be serviced by 
a network, and even ensuring that networks have enough of each type of provider to 
accommodate requests to change physicians and provide second and third opinions. And there 
are fail safes.  Indeed, the current MPN system allows a worker to choose their own physician 
through predesignation – regardless of specialty - if they would feel more comfortable working with 
a provider they already see.  
 
MPNS DELIVER BETTER QUALITY CARE AND OUTCOMES 
Available data and studies show that the current MPN system is working. There are no widespread 
access issues nor required travel to access care as the proponents of AB 1465 assert. The state 
has developed a system of checks and balances to enforce appropriate quality standards – 
including access standards – and has the tools to address outliers or abuse by payers. This has 
led to better quality care and outcomes for patients in tailored MPNs compared to open networks, 
such as faster recovery and sustained return to work, increased patient satisfaction, expedited 
care, and fewer problems accessing care and choosing doctors. 
 
AB 1465 UNDERMINES PROVIDER QUALITY  
AB 1465 would establish the state-run California Medical Provider Network (CAMPN). The 
problem is that the network created under AB 1465 would essentially allow all but the absolute 
worst doctors into the network, and also allow any injured worker in the state to access care 
through that network. The key objection to AB 1465 isn’t that the state is establishing its own 


network for its own use, it is that AB 1465 eliminates the exclusivity of the networks already 


established by California employers and exposes them to substandard treatment from 


substandard providers. 


 
 Few Controls on Provider Inclusion 


AB 1465 contains only the most basic controls for which physicians will be allowed into the 
CAMPN. Subsection (d) contains six very basic requirements that must be met for a 
physician to be allowed into the network. Nowhere does this legislation anticipate the sort 
of qualifications that most employers apply to their networks. There is no focus on system 
familiarity, quality of medical reports, accountability for poor past performance, or any other 







type of consideration that would help to more quickly and effectively deliver quality 
treatment to workers hurt while working.  
 
The result is that every physician known across the system for providing poor quality care, 
writing reports that create friction in legal proceedings, engaging in fraudulent billing 
practices, and other such behaviors will be allowed into this CAMPN. The CAMPN will be a 
low-quality network that is expensive to establish and maintain.  
 
Overrides Existing Employer MPNs 
AB 1465 eliminates the exclusivity of existing employer MPNs that have been carefully 
crafted over 15 years. Subsection (b) clearly allows any injured workers to circumvent the 
MPN already carefully established by their employer and instead select a physician in the 
lower-quality CAMPN. The impact of this change in policy is to completely undermine the 
work done by employers to establish and maintain networks of quality physicians capable 
of navigating California’s complex workers’ compensation system. Injured workers’ will be 
exposed to physicians who would have been intentionally excluded from employer networks 
because of fraudulent practices, poor medical outcomes, or both. 
 
AB 1465 will provide new tools to the small percentage of doctors, attorneys, and injured 
workers intent on defrauding the workers’ compensation system for their own benefit. It will 
allow those injured workers who are so inclined to doctor shop for treatment, drugs, and 
disability status. And it will allow physicians with substandard practices a foothold in the 
system and make it impossible to get them out. 


 
AB 1465 TAKES THE WRONG APPROACH TO WORKERS’ COMPENSATION  
Over the past 15 years California has largely avoided drastic swings in our workers’ compensation 
system by functionally leaving it alone and letting it operate. When changes have been needed, 
labor and management have come together to negotiate reasonable changes and ensure systemic 
balance. AB 1465 departs significantly from that pattern and proposes to upend previously 
negotiated systems and processes with no input from management or basis in data showing a 
needed change. It is the type of legislation, respectfully, that has in past years helped destabilize 
the workers’ compensation system and costs for employers to a crises level.  
 
We would respectfully assert that any change as substantial as this should have buy-in from 
stakeholders across the system and should be based in data showing outcome impacts. There 
may be ways that employers and workers can agree to improve Medical Provider Networks for 
everyone, and we would not object to having that type of conversation. But the bottom line is that 
AB 1465 currently achieves only one thing – the effective destruction of employer-established 
MPNs, without improvement to quality of care and outcomes for the injured worker. 
 
For the reasons outlined above, and more, we are respectfully OPPOSED to your AB 1465 and 
would urge you to reconsider this policy proposal. 
 
Sincerely,  
 
American Property Casualty Insurance Association  
California Chamber of Commerce 







California Coalition on Workers’ Compensation  
California Association of Joint Power Authorities  
Public Risk Innovation, Solutions, and Management  
 
 
cc.  Members, Assembly Insurance Committee  
 Office of Governor Gavin Newsom, Legislative Unit 
 Department of Industrial Relations  
 Division of Workers’ Compensation  
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We encourage you to reach out to us if you have any questions, comments, or suggestions that we might 

incorporate into our efforts to fight AB 399, AB 1465, and other similarly regressive bills that endanger the 

progress we stakeholders have made to stabilize the Workers’ Compensation system in California.  

You can reach Don Balzano, MEDEX Chief Legal Counsel, at dbalzano@medexhco.com and at (949) 221-1700 

x212. You can learn more about MEDEX’s offerings, expertise, and risk reduction philosophy at our website: 

www.medexhco.com or by contacting any of our team members serving your program.  

We appreciate your continued partnership and look forward to updating you on successfully defeating these bills.  
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