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Antitrust Notice 

As members of the Workers’ Compensation Insurance Rating Bureau of California, you are bound, when involved in meetings or 

other activities of the WCIRB California, to limit your actions (and discussions other than social ones) to matters relating to the 

business of the WCIRB California. Matters that do not relate directly to WCIRB California business should be avoided. Members 

should particularly avoid discussions or conduct that could be construed as intended to affect competition (or access to markets). 

Thus, as members, you should not discuss or pursue the business interests of individual insurers or others, including, in particular, 

the plans of individual members involving, or the possibility or desirability of (a) raising, lowering, or stabilizing prices (premiums or 

commissions); (b) doing business or refusing to do business with particular, or classes of, insurers, reinsurers, agents, brokers, or 

insureds, or in particular locales; or (c) potential actions that would affect the availability of products or service either generally or in 

specific markets or locales. 
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To Members of the Actuarial Committee, WCIRB Members and All Interested Parties: 
 
 
I. Approval of Minutes 

Meeting held on August 1, 2019 

II. Working Group Meeting Summaries 

Claims Working Group Meeting held July 25, 2019 

III. New Business 

A. AC19-09-01: 6/30/2019 Experience – Review of Methodologies 

B. AC19-09-02: New Medical Benchmarking Reports 

IV. Matters Arising at Time of Meeting 

V. Next Meeting Date: December 5, 2019 

VI. Adjournment 
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No part of this work may be reproduced or transmitted in any form or by any means, electronic or mechanical, including, without 
limitation, photocopying and recording, or by any information storage or retrieval system without the prior written permission of the 
Workers’ Compensation Insurance Rating Bureau of California (WCIRB), unless such copying is expressly permitted in this 
copyright notice or by federal copyright law. No copyright is claimed in the text of statutes and regulations quoted within this work. 

Each WCIRB member company, including any registered third party entities, (Company) is authorized to reproduce any part of this 
work solely for the following purposes in connection with the transaction of workers’ compensation insurance: (1) as necessary in 
connection with Company’s required filings with the California Department of Insurance; (2) to incorporate portions of this work, as 
necessary, into Company manuals distributed at no charge only to Company employees; and (3) to the extent reasonably necessary 
for the training of Company personnel. Each Company and all agents and brokers licensed to transact workers’ compensation 
insurance in the state of California are authorized to physically reproduce any part of this work for issuance to a prospective or 
current policyholder upon request at no charge solely for the purpose of transacting workers’ compensation insurance and for no 
other purpose. This reproduction right does not include the right to make any part of this work available on any website or any form 
of social media. 

Workers’ Compensation Insurance Rating Bureau of California, WCIRB, WCIRB California, WCIRB Connect, WCIRB Inquiry, 
WCIRB CompEssentials, X-Mod Direct, eSCAD, Comprehensive Risk Summary, X-Mods and More and the WCIRB California logo 
(WCIRB Marks) are registered trademarks or service marks of the WCIRB. WCIRB Marks may not be displayed or used in any 
manner without the WCIRB’s prior written permission. Any permitted copying of this work must maintain any and all trademarks 
and/or service marks on all copies. 

To seek permission to use any of the WCIRB Marks or any copyrighted material, please contact the WCIRB at 
customerservice@wcirb.com.  
 

Notice 

The information in this Agenda was developed by the Workers’ Compensation Insurance Rating Bureau of California (WCIRB) 
for the purpose of assisting the WCIRB Actuarial Committee. The WCIRB cannot make any guarantees if this information is 
used for any other purpose and the WCIRB shall not be liable for any damages, of any kind, whether direct, indirect, incidental, 
punitive or consequential, arising from the use of or reliance upon this information for any other purpose. 
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To:  Participants of the Claims Working Group 

Date: August 23, 2019 

 

 

RE: Summary of July 25, 2019 Meeting  

 

 

Discussion Topics 

At the meeting, the following topics were discussed.  

 

1. Third Quarter 2019 Review of Diagnostics 

The meeting materials included the WCIRB’s regular set of diagnostic exhibits that are reviewed 

by the Actuarial Committee and Claims Working Group on a semi-annual basis. Among the 

diagnostics discussed by the Working Group were the following:  

 

a. Claim settlement rates continue to accelerate. The Working Group discussed several key 

factors which are likely driving the acceleration. These factors include (1) a reduction in the 

number of liens filed as outstanding liens often result in claims remaining open; (2) a shift in 

claims handling by both insurers and applicant attorneys with an increased focus on settling 

claims; (3) continued reductions in opioid use; and (4) a general speed-up at WCAB offices 

with emphasis on moving claims more quickly through the process and fewer hearings needed 

for liens. The Working Group noted that these trends are impacting both cumulative trauma 

(CT) claims and non-CT claims. 

 

b. Despite indicated increases in cumulative injury claim filings, statewide indemnity claim 

frequency has been relatively flat to declining. A member suggested that this trend may in part 

be related to injured workers being somewhat less likely to file an indemnity claim and collect 

relatively lower indemnity benefits rather than earning their normal wages with opportunities 

for overtime wage in this high employment economy. Another member suggested that shifts in 

immigration enforcement efforts may also be having an impact on claim frequency. 

 

c. Lien filings continue to decrease since the enactment of Senate Bill No. 1160 (SB 1160) and 

Assembly Bill No. 1244 (AB 1244) in 2017. A member noted that that the number of lien filings 

may continue to decrease as fewer physicians appear to be willing to provide out-of-network 

treatment on a lien basis, particularly with respect to surgeries. 

 

d. WCIRB survey data shows that the rate of claims involving Medicare-set-asides (MSAs) may 

be decreasing. Several Members noted that there appears to be a growing trend by which 

insurers are establishing MSA’s but not submitting them to Medicare for approval. Staff agreed 

to review its survey question related to MSA’s to be sure that information is being reported 

both on claims involving MSA’s being submitted to Medicare and those that are not. A Member 

also mentioned that there does not seem to be a significant number of conditional liens being 

filed by Medicare for medical benefit reimbursements against California workers’ 

compensation insurers at this time.   
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e. On a preliminary basis, the number of CT claims filed for accident year 2017 indicates a sharp 

increase throughout the State. The Group did not identify any specific factor driving this 

increase, although, as in past discussions, they noted that practices related to CT claims 

common in the Los Angeles Basin show signs of spreading to San Diego and the Central 

Valley. Staff noted that the CT frequency information for 2017 was very preliminary and 

agreed to further review the data for potential anomalies. 

 

f. Average temporary disability duration continues to decline. The Group noted that in addition to 

the general acceleration of the claims process, with a very tight labor market many employers 

have an increased emphasis on getting injured workers returned to work quickly. 

 

g. Indicators of the accident year 2018 average claim severity change are above that of recent 

prior years. The Group noted that the impact of some of the drivers of recent modest 

inflationary trends such as the dramatic decline in pharmaceutical cost levels may be 

diminishing. A Member also suggested that there may be an increase in larger claims with 

significant upward medical development. 

 

2. Update on Medical Severity Trends by Component 

The Working Group reviewed the updated medical severity trends by medical component using 
medical transaction information through December 31, 2018 (service year (SY) 2018) as provided 
in the meeting materials. The Working Group noted the following: 

 

• Physical therapy, the leading category of physician services, experienced an increase in paid 
per transaction in 2018. However, staff observed no change in its utilization per claim (as 
measured by transactions per claim), which contrasts with the 9% increase shown using only 
first half of SY2018 data. A Working Group member suggested that billing practices, 
specifically the Multiple Procedure Payment Reduction (MPPR) that cascades the payments 
for multiple physical therapy procedures provided on the same visit, may have contributed to 
the different utilization pattern. Staff agreed to further explore the impact of the MPPR on the 
utilization and costs of physical therapy services. 
 

• Staff presented additional breakdowns for pharmaceuticals showing information on both 
opioids and non-opioids. The Working Group was advised that the pharmaceutical paid per 
claim decreased by 80% from 2012 to 2018, and the decline in opioid costs paid per claim was 
even more pronounced (89%).  

 

• For inpatient costs based on episodes, staff noted that for the first time the paid per episode 
decreased by 17% while the number of episodes per claim increased in SY2018. Per a 
suggestion from the Actuarial Committee, staff sought input from the Claims Working Group 
on the potential reasons for the unexpected pattern. Working Group members were not aware 
of any factors driving this change but suggested continuing to monitor inpatient cost trends.   

 

3. Legislative Cost Monitoring Update 

Staff presented an update on the impact of the provisions of Senate Bill No. 1160 (SB 1160) 
related to utilization review (UR) based on medical transaction information through December 31, 
2018. The Working Group was reminded that it had reviewed staff’s six-month preliminary 
evaluation of the impact of the SB 1160 provisions related to UR on medical service utilization and 
costs at the March 28, 2019 meeting, and recommended also examining the cost level and service 
utilization after the first 30 days of the date of injury. The Working Group noted the following: 
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• Similar to the six-month review, the updated review shows indications of increased utilization 
of physical therapy (12%) in the first 30 days of the injury date in 2018, suggesting there could 
be an impact of the SB 1160 provisions related to UR. It was also noted that physical therapy 
services were also provided earlier; the median time to the first physical therapy decreased by 
17% (or 2 days) in 2018 as compared to 2017. The Working Group suggest exploring the 
extent to which chiropractic services are being billed using physical therapy codes and how 
the utilization pattern of physical therapy services differs between in-network vs. out-of-
network services. 

 

• After the first 30 days, there was no indication of an increased number of transactions for 
physical therapy in 2018 compared to prior (pre-SB 1160) years. On the contrary, physical 
therapy was used less after the first 30 days in 2018. Similar patterns were observed during 1 
month, 3 months and 6 months after the first 30 days of treatment. However, despite fewer 
transactions, the cost of physical therapy per claim was up significantly in 2018 compared to 
2017. 

 

• The average medical cost containment program (MCCP) cost per claim (used as a proxy for 
UR costs) at 15 months increased significantly (8%) in 2018 compared to 2017 instead of 
decreasing as projected. Given that UR costs are only part of the total MCCP cost, it is not 
immediately clear if UR costs also increased in 2018 or if other components of MCCP costs 
contributed to the increase. The Working Group suggested the use of UR may differ by 
geographic region. 

 

Staff then presented an update on the impact of the drug formulary based on the pharmaceutical 
transactions in the first year of implementation of the formulary (2018). The Working Group noted 
the following: 

 

• The prescriptions of drugs not subject to prospective UR in accordance with the formulary 
increased by 43% compared to the pre-2018 level, while the prescriptions of drugs subject to 
prospective UR declined by 18%. The changing mix of the prescription drugs indicates a shift 
toward prescribing drugs not subject to prospective UR, potentially reducing UR requests and 
resulting in lower drug costs. 

 

• The use of opioids, compounds, physician-dispensed drugs and brand name drugs with 
generic alternatives dropped sharply in 2018. While a number of these pharmaceutical 
components had been declining prior to the implementation of the formulary, the decline 
accelerated during 2018, suggestive of the effect of the drug formulary.  

 

4. Legislative, Regulatory and Judicial Update 
The Working Group reviewed recently amended legislation as provided in the meeting materials. 

One Member identified Assembly Bill No. 5 and developments related to the California Consumer 

Protection Act (CCPA) as being particularly significant to track with regard to employment status 

determination in workers’ compensation and insurer privacy obligations, respectively.  

Working Group members also discussed the recently introduced urgency statute, Assembly Bill 

No.1832, which raises the medical-legal expenses fee schedule conversion factor from $12.50 to 

“at least” $18.75 and requires the DWC to increase the conversion factor quarterly, as necessary 

to reflect changes in Medicare. The Group also discussed Assembly Bill No. 1107, with one 

Working Group member noting that it will likely be a two-year bill which will focus on eliminating 

complexity factors and implementing a flat-fee structure with respect to the QME process.  
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Finally, the Working Group discussed the WCAB decision in Kris Wilson v. Cal Fire & State Fund. 

It was noted that the issue in Kris Wilson concerned whether an injury may be determined as 

“catastrophic” supporting an increased impairment rating under the Labor Code (LC) in which the 

analysis focuses on the nature and specific facts related to the injury. The binding en banc opinion 

distinguishes a “catastrophic injury” from a “violent act” in LC §4660.1(c)(2) by noting that “violent 

act” focuses on the mechanism of the injury, while “catastrophic injury” focuses on the nature of the 

injury.  

 

In the ruling, the WCAB held that the exception for catastrophic injuries in LC §4660.1(c)(2)(B) does 

not permit consideration of the economic impact of the injury, but rather requires a fact-specific 

inquiry into the nature of the underlying physical injury. The following factors for consideration 

include but are not limited to:  

 

a) The intensity and seriousness of treatment received by the employee that was 
reasonably required to cure or relieve from the effects of the injury;  

b) The ultimate outcome when the employee’s physical injury is permanent and stationary;  
c) The severity of the physical injury and its impact on the employee’s ability to perform 

activities of daily living;  
d) Whether the physical injury is closely analogous to one of the injuries specified in the 

statute: loss of a limb, paralysis, severe burn or severe head injury; and  
e) Whether the physical injury is an incurable and progressive disease 

 

In the discussion, the Group was reminded that in evaluating the impact of the Senate Bill No. 863 

(SB 863) restrictions of on the add-ons to permanent disability for psychiatric injuries, the WCIRB 

estimated overall cost savings of about 0.5%. Staff suggested that this could be an upper limit 

estimate of the potential impact of Wilson assuming that permanent disability add-ons for 

psychiatric injuries were to return to the pre-SB 863 level. The Group suggested that this approach 

could provide a reasonable upper limit estimate, although at least for an interim period, there could 

also be a resultant increase in allocated loss adjustment expenses. 
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Item AC19-09-01 

6/30/2019 Experience – Review of Methodologies 
 

 

At the August 1, 2019 meeting, the Committee reviewed statewide experience through March 31, 2019 

and recommended a series of loss development and trending methodologies for the purposes of the 

WCIRB’s January 1, 2020 Pure Premium Rate Filing. At the August 7, 2017 meeting, the Governing 

Committee authorized the WCIRB to submit the filing using a loss projection based on the methodologies 

recommended by the Actuarial Committee. On August 20, 2019, the WCIRB submitted its filing to the 

California Department of Insurance proposing January 1, 2020 advisory pure premium rates that were on 

average 5.4% below the average of the approved January 1, 2019 advisory pure premium rates. In the 

filing, the WCIRB advised that it “will be reviewing accident year experience valued as of June 30, 2019 

once it is received and, if authorized by the WCIRB Governing Committee, will amend the pure premium 

rates proposed in this filing.” 

 

Staff has prepared a preliminary analysis of statewide experience through June 30, 2019, which is 

included in Exhibits 1 through 8. This information reflects insurers writing approximately 100% of the 

market based on 2018 premium levels. The methodologies used are consistent with those reflected in the 

January 1, 2020 Pure Premium Rate Filing. Wage and loss levels were projected to January 1, 2021—the 

approximate midpoint of experience on policies incepting in 2020, and premiums were adjusted to the 

industry average filed pure premium rate level as of July 1, 2019. 

 

As shown on Exhibit 8, the projected policy year 2020 loss to the industry average filed pure premium 

ratio based on June 30, 2019 experience and the January 1, 2020 Pure Premium Rate Filing loss 

projection methodologies is 0.574. The comparable ratio projected based on March 31, 2019 experience 

as reflected in the January 1, 2020 Pure Premium Rate Filing is 0.583. 

 

Additional supplemental information is included in Exhibits 9 through 12. 
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Item AC19-09-02 

New Medical Benchmarking Reports 
 

 

The WCIRB has developed an enhanced set of quarterly medical benchmarking reports that are provided 

to insurer members submitting medical transaction data. A brief demo of the new reports will be provided 

at the meeting.   

 




