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California Workers’ Compensation:

Regional Differences

Key Metrics

+ Loss Rates (Loss per $100 of payroll)

« Claim Frequency
» Average Claim Size

» Claims Administration Environment

‘_____‘

California Regional Differences

Frequency Effect

Conflict “Resolution”

&

The L.A. Effect:

Claim Outcomes and Cost Drivers

DWC Annual Educational Conference

Alex Swedlow

California Workers’ Compensation Institute
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Exhibit 7

Discussion Items —

|
m Cost Drivers

= Days to Employer Notification and 1st Medical Visit
= Case Closure Rates
= Attorney Involvement

= PD Claim Mix
= Industry Mix

m Average Cost Per Claim
= Medical, Indemnity and Allocated Expense

= Medical Expense Cost Drivers and Regional Differences
m Medical Dispute Resolution

Exhibit §

Cost Drivers:

Notification Cycle

Timeliness of claim reporting &referral impacts injured
worker outcomes:

« Days From Date of Injury to Employer Notification

« Days From Employer Notification to Payor Notification

« Days From Employer Notification to 1st Medical Treatment

Exhibit 9

Days From Date of Injury to Employer Notification
E—

Days from Injury to
Employer Notification
= LA Basin

= Average — 21
= Median - 1
= Rest of CA

= Average -9
= Median - 1

Avg. Days DOI to ER Notice

« LA’s average days is more than twice as long as rest of CA

« The median (50%) is the same: outliers drive the difference

AY 2006-2015- Valued as of June 2015
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Exhibit 10

Days From Employer Notification to Payor Notification
—

Days from Employer Notification to
Payor Notification
= LA Basin
= Average - 13

= Median - Same Day
= Restof CA
= Average - 11

= Median - Same Day

- For the vast majority of claims, notification to the Payor

happens on the same day the employer is notified for both
LA and the rest of the state

AY 2006-2015- Valued as of June 2015

Exhibit 11

Days From Employer Notification to 15t Med Treatment

I
Days from Employer Notification to 1st

Medical Treatment
= LA Basin
= Average - 27

= Median - Same Day or Prior
= Rest of CA
= Average - 21

= Median - Same Day or Prior

« LA’s Average Days is 30% higher than the rest of the State

+ The median (50") is the same: outliers drive the difference

AY 2006-2015- Valued as of June 2015

Exhibit 12

Claim Status - Indemnity Claims

I
Closure Percent

m LA Basin—77%
= Rest of CA - 82%

LA claims remain
open longer.

AY 2006-2015- Valued as of June 2015
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Exhibit 13

Other Cost Drivers

Specific claim characteristics impact injured
worker outcomes and claim development

« Attorney Involvement

- Comorbidities (obesity, substance abuse, etc.)
* Industry Mix

« Proportion of PD claims

Exhibit 14

Attorney Involvement - Indemnity Claims

—
m Attorney Involvement

= LA Basin - 58%
m Rest of CA - 41%

LA indemnity claims
have more attorney
involvement.

AY 20062015 Valued as of June 2015

Exhibit 15

Comorbidities — Indemnity Claims

Comorbidities — by Region

= o W
0%

sLA. minid Emp/Orang = Bay Area ® Central Coast & North Counties =SD = Sierras = Valleys

Mental Health

=LA mInid Emp/Orang =Bay Area = Central Coast = North Counties =SD = Sierras = Valleys

AY 2006-2015- Valued as of June 2015
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Exhibit 16
Industry Mix:
All Claims
|
Industry LA Basin | Other
Manufacturing 14.1%) 9.3%
Clerical Workers 12.6% 9.9%|
Health Care 11.5%) 12.0%|
Hotel and Food Services 11.4%) 9.9%)
Retail Trade 10.8%) 11.0%
(Construction 7.2%) 9.5%)|
[Transportation & Warehousing 5.9% 4.2%,
Wholesale Trade 4.9%) 3.2%
IAdmin & Support, Waste & Remed 3.9%] 3.7%]
Other Services 3.5%) 3.0%)|
Information 2.4%) 0.7%
Pro, Science and Tech Services 2.3%) 3.1%)
Real Estate Rental & Lease 2.2% 2.4%
Educational Services 2.0%) 3.9%|
Arts & Entertainment 1.8% 1.9%
Exhibit 17
Industry Mix:
All Claims
|
Industry LA Basin | Other Diff
Manufacturing $18,323 | $11,388 60.9%)
IClerical Workers $19,814 | $14,330 38.3%)
Health Care $13,276 $9,816 35.3%)
Hotel and Food Services $14,134 $9,109 55.2%)|
Retail Trade $15,657 | $11,303 38.5%)
IConstruction $32,116 | $21,723 47.8%)
[Transportation & Warehousing $19,048 | $17,718 7.5%,
Wholesale Trade $17,060 | $13,676 24.7%)|
IAdmin & Support, Waste & Remed $23,025 | $15,464 48.9%)
IOther Services $20,189 | $13,962 44.6%)|
Information $14,506 $11,436 26.8%)|
Pro, Science and Tech Services $14,011 $8,650 62.0%]
Real Estate Rental & Lease $22,777 $14,872 53.2%|
Educational Services $13,825 | $7,980 73.2%|
Arts & Entertainment $15,416 | $11,419 35.0%)
Exhibit 18
Industry Mix — All Claims
|
10%
§ g, | Higher Volume - Low Cost Higher Volume - High Cost
g
2 o
& i
£ . Manufacturing ¢ . LA Industry
R " "
g 2% Hotel and Food ¢ * \d * M.Ix has I““e
< o Heallhcareq ~— & ¢9° 2 impact on
i * "Rt Trade overall costs
g 2% Education ¢ Construction
£
o 4%
s
g 6%
g
g Aggricuure &
a 109 | Lower Volume - Low Cost Lower Volume - High Cost
80% -60% -40% -20% 0% 20% 40% 60% 80%
Relative Cost — Statewide Average
AY 2006-2015. Valued as of June 2015
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Exhibit 19

PD Claims — Indemnity Claims

I
m PD Claims as a % of

v

Indemnity Claims
= LA Basin - 56%

m Rest of CA - 43%
3

.
¢

LA indemnity claims
have a higher
proportion with

Permanent Disability.

AY 2006-2015.- Valued as of June 2015

Exhibit 20

Discussion Items —

m Average Cost Per Claim
= Medical, Indemnity and Allocated Expense

= Medical Expense Cost Drivers and Regional Differences

Exhibit 21
Average Paid Per Claim
All Claims: AY 2006-2015
|
Average Cost Per Claim
All Claims
LA Basin vs Rest of State

$20000 40%

$18,000

$16,000

$14,000

$12,000

44%

$10,000

000 25%

$6,000

e -

2,000 106%

© | .
Total Medical Indemnity Expense

=LA $18,113 $9,657 $6,628 $1,828
= Rest of CA $12,908 $6,722 $5,299 $886
Valued as of June 2015
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Exhibit 22
Average Cost Per Indemnity Claim
AY 2006-2015
|
Average Paid Per Indemnity Claim
Indemnity Claims
LA Basin and Rest of State
$60,000
34%
$50,000
$40,000
$30,000 39%
$10,000 96%
$0 Total Medical Indemnity Expense
ulA $52,543 $27,069 $20,280 $5,194
®Rest of CA. $39,282 $19,463 $17,169 $2,650
Valued as of June 2015
Exhibit 23
Average Cost Per Claim
Permanent Disability Claims
I
Average Cost Per Claim
PD Claims
LA Basin vs Rest of State
$100,000
590000 12%
$80,000
$70,000
$60,000
$50,000 17%
$40,000 o
$30,000
$20,000
$10000 57%
® Total Medical Indemnity Expense
=LA $87,579 $44,723 $34,511 $8,345
= Rest of CA $77,950 $38,115 $34,520 $5,315
Valued as of June 2015
Exhibit 24
Average Cost Per Indemnity Claim
with Attorney Involvement
|
Average Paid Per Indemnity Claim
with Attorney Involvement
LA Basin vs Rest of State
AY 2006-2015
$90,000 5%
$80,000
$70,000
$60,000
$50000 10%
$40,000 7%
$30,000
$20000 44%
$10,000
$0 Total Medical Indemnity Expense
=LA Basin $81,057 $41,575 $30,837 $8,645
®Rest of CA. $77,023 $37,923 $33,097 $6,003
Valued as of June 2015
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Exhibit 25
Average Paid Per Indemnity Claim
without Attorney Involvement
|
Average Paid Per Indemnity Claim
without Attorney Involvement
LA Basin vs Rest of State
AY 2006-2015

$14.000 0%

$12,000

$10,000

$8,000 -

$6,000 7%

$4,000

$2,000 30%

0 Total Medical Indemnity Expense
= LA Basin $13,112 $7,008 $5,680 $423
® Rest of CA. $13,101 $6.,657 $6.119 $325
Valued as of June 2015
Exhibit 26
Case-mix Adjustment Analysis:
I

Underlying Reasons behind the LA effect

Exhibit 27

Medical Cost Drivers for Indemnity Claims

I
m Employee / Job 1 m Medical Diagnosis 1
Characteristics = Mental Health Diagnosis
= Industry, Age, Gender, = Other Diagnoses and Other
Job Tenure Comorbidities
m Claim Status and Type §  ® Treatment Differences
= Attorney Involvement = Opioid Use |
= Permanent Disability = Psychotropic Drug Use
® Injury Characteristics = Inpatient Stays ==

= Nature of Injury

= Cause of Injury
= Body Part
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Exhibit 28

LA Medical Cost Drivers Responsible for

Higher Costs

Cost Drivers
Percent Contribution to Higher Costs in LA Basin

Employee - Job Atomey
127% Involvement
Primary Diagnosis 31.2%
16.0%
Comorbidity: Mental Permanent
Health Disabilty
25.6% 22.3%

Treatment
5.8%

» Opioid use is less than the rest of the State

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

AY 20092011 1 36 months - valued thru J 15

Exhibit 29
Cost Drivers Responsible for Higher Costs
LA County Comparisons: San Diego and Bay Area
I
LA vs San Diego LA vs SF Bay Area
Em‘mee' E"“:‘:gee' Opioid Use
Diagnosis % Attorney Diagnosis  2%____~'" Attorney
18% \‘ Involvement 16% Involve
30% 30%

Comorbidity
Mental
Health ermanent Comorbid: Permanent
Disability Mental Disability
Treatment Health Treatment 21%
0% 20% 10%
The results are similar when cost drivers
are compared to SD and Bay Area
AY 2009-2011 t 36 months - valued thru Ji 15

Exhibit 30

Discussion Items —

m Medical Dispute Resolution
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Exhibit 31
Medical Dispute Resolution
Estimate of Total Care Modified or Denied
|
Non-RFA
Approvals
84.7%
RFA
Approvals
11.0%
A CWCl study of 2014 UR Mods
medical services estimate: or Denials
that 95.7% of care is 4.3%
approved prior to IMR

Exhibit 32
Medical Dispute Resolution
CY 2015 IMR Decision Results
By County and Region
|
Decisions by County Exnibi 5 Distrbution R Decisions and Uphold Rates by Region

- Region % of Decisions % of Claims % Upheld

1 Los Angeles. % 2% 50.8%

. Bay Area 20% 17% 86.9%

Valleys 15% 19% 87.6%

Inland Empire‘Orange 15% 17% 28.6%

‘Central Coast &% &% 87.8%

San Diege 5% 7% 85.9%

Northem Counties. 1% 4% 886%

Sierras. 1% 2% 86.0%

ammacso B Other/Unknown 4% &% 88.4%

Grand Total 100% 100% [T

Percent of Expected

Medical Dispute Resolution e
Jan — June 2015 IMR Decision Results
Top Volume Providers
I

% of IMR Decisions for Top Volume Providers

January — June 2015
100%

81%
75%

40%

50%

25%

Top97 Top193 Top289 Top385 Top 481 Top577 Top 673 Top769 Top865 Top 961
(%) @%)  @%)  (@% (5% (6% (%) 8% (9%  (10%)

Overall in California, The top 1% of providers named on IMR determinations
drive 40% of the IMR decisions and the top 10% drive 81%.

The LA Basin follows the State-wide pattern

The top 10 LA Basin individual physicians drive 18% of the decisions in LA

CWCI & Bickmore 2016. All Rights Reserved
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Exhibit 34
Medical Dispute Resolution

Jan-June 2015 IMR Decision Results

By Service

RX
DMEPOS
PHYSICAL THERAPY

DIAG TEST & MEAS
INJECTION
SURGERY
MRI/CT/PET

LAB
ACCUPUNCTURE
CHIRO

EVALUATION &...
PSYCH
Other

o

0% 10.00% 20.00% 30.00% 40.00% 50.00% 60.00%

m LA ®Inld Emp/Orang Other

Exhibit 35

Summary

The Los Angeles Basin effect:

= Higher claim costs
= Higher proportion of claims with Permanent Disability

= Higher attorney involvement rate

= Higher diagnoses of mental health disorders

= Delayed claim notification
= Higher expense and IMR costs

Insurance Company Rates:

% Los Angeles above Rest of State

35% 32%

31%

30%

25% 21%
20% 16%

15% 11% 13%

10%

11l

0%

Insurer 1 Insurer 2 Insurer 3 Insurer4 Insurer5 Insurer 6

Based on Sample of Insurance Company rate filings 2015

e
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Insurance Company Rates:

% Los Angeles above Rest of State

(]

20% 16% 2%
11% 13%

10%

0% l-
-10% Insurer 1 Insurer 2 Insuféf3 Insu Insuf@fl5> Insurér6
-20%
-30%

M Los Angeles M San Diego

Based on Sample of Insurance Company rate filings 2015

W Bickmore|

Self-Insured Public Entities

Loss Rates by Region

30%

»
3
R

14%

=
3
®

N
3
®

% Above/(Below)
Statewide Average
g 2

-22%

&
8
R

m North m Central m South

Bickmore: “Examination of the Public Sector Self-Insured Workers’ Compensation Program”

(prepared for CHSWC, 10/22/14)

California Regional Differences
A
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California Regional Differences

Frequency Effect

e Bickmore|

Indemnity Claim Frequency

by Region (Insured)

More than 15%
lower than
average

More than 30%
higher than
average

Indemnity Claim Frequency Index

CA vs. Nationwide

1.10
1.05
1.00 .
095 | M=se..-

reem ==
e ——

0.90
0.85
0.80

2007 2008 2009 2010 2011 2012 2013 2014
Accident Year

= = California NCCI

CA: WCIRB “Analysis of Changes in Indemnity Claim Frequency” (January 2016), Chart 1

e Bickmore|
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Indemnity Claim Frequency Index

by Region (Insured)

1.00
AN

0.90 S

oty
0.80 o

B veeena,
0.70 SSlrite s e n e
eTme
0.60
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Accident Year
==CAexLA. Los Angeles <+« NCCI

CA: WCIRB “Analysis of Changes in Indemnity Claim Frequency” (January 2016), Charts 1 & 7

‘_____‘

Self-Insured Public Entities

Claim Frequency by Region

40%

29%

w
8
R

»
3
R

Q
=

% Above/(Below)
Statewide Average
8
w
X

N
3
®

-10%

~
3
R

m North mCentral m South

Bickmore: “Examination of the Public Sector Self-Insured Workers’ Compensation Program”

wﬁz/w

California Regional Differences

Frequency Effect

e Bickmore|
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California Regional Differences

Self-Insured Public Entities

Average Claim Size by Region

20%

9%

H
3
X

2
=

N
3
®

-13%

% Above/(Below)
Statewide Average

o
5
B3

-23%

b
=3
B3

m North m Central m South

Bickmore: “Examination of the Public Sector Self-Insured Workers’ Compensation Program”

(prepared for CHSWC, 10/22/14)

- Bickmore|

Average Claim Size by Region
$60,000
34%

$50,000
$40,000
$30,000
$20,000
$10,000
$0

Total Medical Indemnity Expense

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

m Rest of CA $39,282 $19,463 $17,169 $2,650

AY 2006 - 2015 Valued 6/30/15
wo‘ ,enate Committee Labor and Industrial Relations, 12/2/15
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Conflict “Resolution”

Nationwide
“Location Quotient”: Lawyers /Employee

Location quotient of lawyers, by state, May 2014

10.43

1.81
1.27
1.05

0.80

California
“Location Quotient”: Lawyers /Employee

San Francisco 2.12
Los Angeles 1.35

Location quotient
.14 - 0.40 00.40 - 0.80

1
80-125 M1.25-250
S0 - 3.90
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Claim Status- Indemnity Claims

Attorney Involvement
LA Basin - 58%

Rest of CA - 41%

LA indemnity

claims have

40%

more attorney
involvement.

Average Cost of Indemnity Claim:

Impact of Attorney Representation

0
100,000
34% 81,05777 623
75,000
52,543
50,000 39 282
25,000 13 11213 101
Total With Attorney Without Attorney
m LA mRestof CA

i:nm ion to ii ienate iomm ittee iior ani niustr al ie at] iiiﬁ

Insurance
Distribution by Claim Type
g7 BT o 66% Over 85% of costs
= 60%
2 come from these
o 50% .
3 claims
; 40%
§ 3% 23% 24% 229
3 16%
é 20% 11% 11%
D 10%
3
3 0% —
g % Medical Only % Temporary % Permanent
Disability Disability
W Bay Area M Los Angeles/LA Basin 1 All Other
wchanges in Indemnity Claim Frequency” (January 2016), Exhibit 18
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Insurance
% of PD Claims

that are Represented

90.0%

79.1% 79.4% 79.4% 78.7%
80.0%
70.0% 61.6%. 65.6% 64.1%) 65.6%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%
2008 2009 2010 2011
® Northern CA M Southern CA

ensCiES Actuarial Committes Meeting 8/6/15, page 215, @27S

California Regional Differences

Conflict “Resolution”

California Regional Differences

CWCI & Bickmore 2016. All Rights Reserved
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Benefits Expenditures: Claimant Age
Average Incurred Loss & ALAE
25,000
22,451
20,000 19,111 19,727
15,000 13,759
10,000
5,896
5,000 .
’ 20-30 30-40 40-50 50-60 60-80
Claimant Age

e Bickmore]

Claim Type: Claimant Age

100%
6% Perm Disak
80%
70% Temp Disah
60%
50%
A0% Med-Only
30%
20%
10%
0%

20-30 30-40 40-50 50-60 60-80
Claimant Age

e Bickmore]

Ratio PD / TD Claims by

Claimant Age

» 3.00
% 250 South
[
g 200
~ 1.50 PR TT TR -
= T e
€100 . et North
-s oeeerttt
9 050
=
© -
-4

30-40 40-50 50-60 60+

Claimant Age

W Bickmore|
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Ratio PD / TD Claims by Tenure

Claimant Age 30-40

w 3.00
£

‘m 2.50

=} 500 South

e B

= 1.50

2 North
gloo T -
:g 0.50 AARAALITT YT PP PR

P

0-5 5-10 10+
Tenure (Years)

e Bickmore|

Ratio PD / TD Claims by Tenure

Claimant Age 40-50

7.00
(%]

£ 6.00
®
S 500
o

¥ 400
2 3.00

S 2.00
o
£ 1.00
-4

0-5 5-10 10-20 20+
Tenure (Years)

e Bickmore|

Ratio PD / TD Claims by Tenure

Claimant Age 50-60

S
Pl
o o
S o

Ratio of PD / TD Claim:
N
o
o

0-5 5-10 10-20 20-30 30+
Tenure (Years)

e Bickmore|
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California Regional Differences

California Regional Differences

Claims Administration

Regional Differences

CWCI & Bickmore 2016. All Rights Reserved
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Claims Administration

DWC Performance Audit Review

Reviewed Results 2010 — 2012
176 Entities, 9,995 Files Audited

Performance Rating & Penalties by Category

By Location, Type of Adjuster, JPA vs. Individual

\____‘

Claims Administration

Performance Rating by Region

159 164 161
160
£ 140 1.4
E i 1.09 o
g 1.00
E 0.80
5 0.60
2
5 040 |
020 |

Average Median

m California ex LA. ™ LA. Region  m Outside California

Bickmore: “Examination of the Public Sector Self-Insured Workers’ Compensation Program”
PAR 2010-2012

(prepared for CHSWC, 10/22/14)

‘.____ﬁ

California Workers’ Compensation:

Regional Differences

Summary of Key Metrics: L.A. vs. Statewide

KeyMetric _________[Resut |

Loss Rate L.A. Higher
Claim Frequency L.A. Higher
Claim Size L.A. Higher

Claims Admin. Environment L.A. More Difficult

mmm Bickmore|
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California Regional Differences

Klutz Effect

Conflict “Resolution”

Math Problems?
Call 1-800-[[14x][12i]2]-[sin(xy)/3.14x]

“-___ﬁ_ _
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