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o

The following slides highlight revisions to existing
Audit Unit regulations. This is not a comprehensive
outline of all requirements for these regulations.

The regulations can be found on the DWC Web site at
http:/[www.dir.ca.gov/dwc/DWCPropRegs/.hitm.
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Labor Code §129: Audits
.

To assure prompt and accurate provision of
benefits

Audit insurers, self-insured employers, and third-
party administrators ... at least once every five
years

Routine and / or target audit to annual
performance standard
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Labor Code §129.5: Administrative &
Civil Penalties, Schedule of Violations

Administrative penalties cited for:

® Undisputed indemnity, due and unpaid
® Violations of 8CCR §§10100 -10115.2

Civil penalty may be assessed for action
e Knowingly committed
® A general business practice
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Audit Unit Regulations
8CCR§10100.2. Definitions.

Revised (a) Adjusting Location — The office where claims
are administered ...any separate office or location
whose staff includes local management

New (b) Additional claim file — A claim selected for audit
in addition to the random sample of claims selected.
(...companion file, claim log error, meets target
audit criteria)

New (g) Carve-Out Program — Alternative dispute
resolution system pursuant to LC 3201.5 or 3201.7
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Audit Unit Regulations
8CCR§10100.2. Definitions.

New (S) First Payment of Permanent Disability Indemnity
— First payment , resumed payment

New (y) Indemnity Payment. Compensation for TD,
TPD, SC, PD, Death Benefits, VRMA, including any
LC 4650(d) increase & LC 5800 interest

Revised (cC) Knowingly committed.

New (ee) Local Management.
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Audit Unit Regulations
8CCR§10101.1. Claim File--Contents.

Revised Every claims administrator shall maintain a
complete and current claim file of each work-injury,
including denied claims. For injuries on/after
January 1, 2009

® Contents of file may be in hard copy, electronic form, or
some combination

® Hard copy files - chronological order, or subdivided into
sections

® Electronic — easily retrievable

® Open files shall be maintained at the adjusting location
responsible for administering the claim
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Audit Unit Regulations
8CCR§10103.2. Claim Log--Contents and Maintenance.

Revised (b)(4) An indication whether the claim is an
indemnity or medical-only claim.
® Indemnity: indemnity payments have been made
® Medical-only: no indemnity has been paid

® First-aid claims as defined by section 9790(d)
should not be included in the claim log

old (b)(5) An entry if all liability for a claim has been
denied at any time
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Audit Unit Regulations
8CCR§10103.2. Claim Log--Contents and Maintenance.

Revised (b)(7) Transter of claim between adjusting locations

® (A) Log for initial adjusting = record new location and
date of transfer

® (B) Log for new adjusting location = enter claim on log
for the year in which the claim was initially reported,
not year of transfer; record the address of old
adjusting location and date of transfer
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Audit Unit Regulations
8CCR§10104. Annual Report of Inventory.

Revised (a) Indemnity claims differentiated on ARI from
medical-only claims and other claims where no
indemnity has been paid

New (b) Claims administrator shall submit a written report of
claims administrator changes within 45 calendar days of
the event

® Relocation

® Open / close location

® Change in contact information

¢ Change in type of administration
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Audit Unit Regulations
8CCR§10104. Annual Report of Inventory.

New (c) Adjusting locations that have no indemnity,
denied or medical only claims reported during the
preceding calendar year must file with the
Administrative Director a statement whether the
location is actively adjusting workers” compensation

claims.
® Annually by April 1
® Include required contact information
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Audit Unit Regulations
8CCR§10104. Annual Report of Inventory.

New (d)(1) A claims administrator’s obligation to submit an ARI is
waived upon determination of compliance with the

electronic data reporting requirements of the WCIS
(8CCR§9702)

New (d)(2) Each claims administrator whose obligation is satisfied
under (d)(1) shall file an Annual Report of Adjusting
Locations by April 1, for each adjusting location as of the
preceding December 31. Include all required contact
information for each adjusting location and person
responsible for audit coordination.
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Audit Unit Regulations
8CCR§10104. Annual Report of Inventory.

New (d)(3) Claims administrator shall submit a written report of
any change for the information provided in the Annual
Report of Adjusting Locations within 45 calendar days of

the event
® Relocation
® Open / close location

New (d)(4) The waiver granted to a claims administrator under
subdivision (d)(1) s%all be rescinded if the total number of
claims reported by the claims administrator to the Audit
Unit in a claim log is not within one percent of the total
number of claims electronically reported to WCIS for the
same period of time covered in the claim log.
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Audit Unit Regulations

8CCR§10107.1. Notice of Audit; Claim File Selection;
Production of Claim Files; Auditing Procedure.

Revised (c) For PAR audits conducted pursuant to Labor Code
129(b)(1)...claim samples ... shall not include claims with a
single indemnity payment that cannot be classified under the
PAR performance standards

Revised (c)(2) In addition to the randomly selected indemnity claims,
the Audit Unit may audit any claim for which a complaint or
information received over the past 3 years indicates a failure to
pay indemnity

Claims with complaints that are randomly selected will be audited as a
part of the random sample and included in the performance rating.

All other complaints, not confidentially submitted, will be provided to the
audit subject for a report of any findings and corrective action
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Audit Unit Regulations

8CCR§10107.1. Notice of Audit; Claim File Selection;
Production of Claim Files; Auditing Procedure.

Revised (€)(3)(B) The factor for the late first payment of temporary disability
indemnity shall be determined by dividing the number of randoml
selected claims with violations involving the late first payment of
by the number of randomly selected claims in which TD payments
were issued
or
in claims that involve salary continuation, by dividing the number of
randomly selected claims involving a failure to comply with the
requirements for first notices of salary continuation
by
the number of randomly selected claims in which TD payments or first
notices of SC were required.

In any claim with TD and SC, each benefit type will be considered
separately
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Audit Unit Regulations

8CCR§10107.1. Notice of Audit; Claim File Selection;
Production of Claim Files; Auditing Procedure.

Revised (C)(3)(E) The factor for failing to comply with
requirements for notices advising employees of the
process for selecting Agreed Medical Examiners
and/or Qualified Medical Examiners, for injured
workers with injuries on or after January 1, 2004,
failure to comply with the requirements for notices
advising injured workers of the right to
supplemental job displacement benefit...
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Audit Unit Regulations

8CCR§10107.1. Notice of Audit; Claim File Selection;
Production of Claim Files; Auditing Procedure.

Revised (€)(5) When a PAR rating fails to meet or exceed
the PAR performance standard, the AU will provide
written notification of intention to proceed to a FCA
of indemnity files. The audit subject must provide
factual basis for dispute of the rating within 2
working days of receipt of rating or during the post-

PAR conference.

2009



Audit Unit Regulations

8CCR§10107.1. Notice of Audit; Claim File Selection;
Production of Claim Files; Auditing Procedure.

Revised (€) When a FCA rating for indemnity files fails to
meet or exceed the FCA performance standard, the
AU will provide written notification of intention to
proceed to a FCA of indemnity and denied files. The
audit subject must provide factual basis for dispute

of the rating within 2 working days of receipt of

rating or during the post-FCA conference.
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Audit Unit Regulations

8CCR§10107.1. Notice of Audit; Claim File Selection;
Production of Claim Files; Auditing Procedure.

Revised (h) All files selected for audit shall be available at
the audit site at the time of audit commencement...
...If, after the issuance of the Notice of Audit
Commencement, a file is transferred to a different
adjusting location for the company being audited,
the file will be provided at the audit site within 5

working days of request.
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Audit Unit Regulations
8CCRS§10108. Audit Violations — General Rules.

Revised (C) to clarify that when a claims administrator
fails to perform an act
e New (c)(1) If the failure is remedied prior to receipt of Notice

of Audit Commencement, the violation will be cited and
any penalty will be mitigated for good faith

e New (c)(1) If the failure is remedied after receipt of Notice of
Audit Commencement, the violation will be cited and any
penalty will be mitigated for good faith

® Old The penalty for an unlawful delay of more than 30 days
will be the same as the penalty for not performing the act
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Audit Unit Regulations
8CCRS§10108. Audit Violations — General Rules.

Revised (h) The AU will not assess penalties for violations
of failure to make payment of indemnity due if the
total indemnity is less than twenty-five dollars
($25.00) aggregate per claim. Although penalties
may not be assessed, the audit subject shall pay all

indemnity due.
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Audit Unit Regulations

8CCR§10111.2. Full Compliance Audit Penalty
Schedules; Target Penalty Schedule

Revised (a)(10) When failing to comply with an award or
order of the WCAB, RU or AD

* New Penalty amounts will be increased by 100% but
will not exceed $5000 except as provided by LC
§129.5(c)(3)

e New When the award is stated as a lump sum, penalty
amount shall be determined based on equivalent
amount of indemnity as assessed under 8CCR§(a)(2),
(a)(3), or (a)(4)

e New Penalties assessed separately for late compliance
and/or failure to pay
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Audit Unit Regulations

8CCR§10111.2. Full Compliance Audit Penalty
Schedules; Target Penalty Schedule

Revised (D)(10) The penalty for failure to pay or object, as
required by law or regulation, to a bill for medical
treatment provided or authorized by TP

e Penalty amounts from $100 to $500 based on amount
of each bill

® New Includes treatment provided in pursuant to
LC§5402(c)
* New Any penalty assessed for a bill for treatment that

has been authorized through a utilization review
process shall be doubled

2009



Audit Unit Regulations

8CCR§10111.2. Full Compliance Audit Penalty
Schedules; Target Penalty Schedule

Revised (D)(24) The penalty for failure fully and/or timely
comply with any final award or order of the WCAB, the
RU or the AD not assessed under 8CCR§10111.2(a)(10)

® New $100 for each late payment of interest required
pursuant to LC §5800

® New $250 for each failure to pay interest required
pursuant to LC §5800

® New Payment of an award within 20 days of issuance,
unless award expressly allows more time, plus 5 days
for service by mail
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Audit Unit Regulations

8CCR§10111.2. Full Compliance Audit Penalty
Schedules; Target Penalty Schedule

New (b)(27) The penalty for failure to comply with the SJDB
notice requirements of SCCR§10133.51

® New $100 for each materially incomplete or inaccurate
notice relating to the SJDB

® New $100 for each failure to send the SJDB notice by
certified mail

e New $100 to $500 for each failure to send the SJDB
notice; penalty amount based on period late or failure
to issue
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Audit Unit Regulations

8CCR§10111.2. Full Compliance Audit Penalty
Schedules; Target Penalty Schedule

New (b)(28) The penalty for failure to issue the voucher for
education-related training/skill enhancement in
accordance with 8CCR§13133.56(c) unless employer
complies with LC §4658.6

e New $100 to $500 for each failure to issue the voucher;
penalty amount based on period late

® New $1000 for each failure to issue the voucher within
51 days
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Audit Unit Regulations

8CCR§10111.2. Full Compliance Audit Penalty
Schedules; Target Penalty Schedule

New (b)(29) The penalty for failure to issue any properly

documented SJDB voucher billing within the time frames
required by 8CCR§10133.56(h)

® New $100 to $500 for each failure pay any bill of $5000,

or less; penalty amount based on amount of bill

® New $1000 for each bill of more than $5000
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Audit Unit Regulations

8CCR§10111.2. Full Compliance Audit Penalty
Schedules; Target Penalty Schedule

- 0]

New (b)(30) For claims reported on or after April 19,
2004, regardless of the date of injury, the penalty for
each failure to authorize medical treatment for
which the employer is responsible under LC §5402(c)
is $2,500
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Audit Unit Regulations

8CCR§10111.2. Full Compliance Audit Penalty
Schedules; Target Penalty Schedule

Revised (c)(2) Mitigation for good faith of a claims
administrator

® Determined based on documentation of attempts to
comply with the law and regulations will result in a
reduction of 20% for each applicable violation

® In extraordinary circumstances, penalties may be
mitigated for good faith by greater than 20% when
strict application of the mitigation guideline is clearly
inequitable
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