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INTRODUCTION

The Legislature enacted Senate Bill 108 in 2002 and included a charge to the Three-Member
Panel, section 440.13(12)(e), F.S., to assess the adequacy of medical reimbursement, access to
care, and other aspects of health care delivery in Florida's workers’ compensation system.
Beginning in 2003 and biennially thereafter, the Three-Member Panel has presented, to the
Speaker of the House of Representatives and to the President of the Senate, a report on ways
to improve the Florida workers’ compensation health care delivery system. Over the years, the
reports have offered recommendations in a number of areas where regulatory efficiencies
might be realized and where impediments to cost containment and access to care could be
abated or eliminated.

The 2017 Three-Member Panel Biennial Report provides a status on the recommendations
contained in previous reports. Each of those reports can be accessed via the Division of
Workers' Compensation website at www.myfloridacfo.com/Division/wc. The 2011, 2013, and
2015 reports address a variety of public policy issues, from changing the reimbursement
methodology for hospital services and repackaged drugs to electronic medical billing,
eliminating certification requirements for health care providers to treat workers’ compensation
patients, and exempting the reimbursement manuals from legislative rule ratification. Several
legislative and regulatory solutions have been implemented that have taken into account the
Panel’'s recommendations and position statements.

The 2017 Biennial Report also contains sections on emerging issues identified by the Division
of Workers' Compensation or by the stakeholders themselves. Subject areas in this section
include:

e Drug Formulary in Workers' Compensation;
e Facility (Hospital and Ambulatory Surgical Center) Reimbursement; and
e Medical Authorization

Exhibit 1 provides a list of survey questions and initial responses, which fulfills the requirements
in section 440.13(12)(e), F.S. whereby the Three-Member Panel is to collect data and survey
stakeholders to determine the state of the workers' compensation benefit delivery system.
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STATUS ON PREVIOUS
RECOMMENDATIONS

1. Section 440.13(12)(a), F.S., states that the Three-Member Panel shall annually adopt
schedules of maximum reimbursement allowances for physicians, hospital inpatient care,
hospital outpatient care, ambulatory surgical centers, work-hardening programs, and
pain programs. Section 440.13(12), F.S., also contains explicit provisions that dictate the
amount of reimbursement payable to various health care providers.

The Division of Workers’ Compensation (Division) presents recommendations to the
Three-Member Panel on reimbursement and policy changes to the Health Care Provider
Reimbursement Manual, Hospital Reimbursement Manual, and the Ambulatory Surgical
Center Reimbursement Manual. The Three-Member Panel receives public comment on
the proposed changes and either adopts the recommendations, amends the
recommendations, or does not accept them. The Three-Member Panel’s
recommendations are implemented within each respective reimbursement manual. The
Division undertakes administrative rulemaking in order to formally adopt each manual.
The opportunity for public comment is extensive beginning with Three-Member Panel
meetings and continues through the Division's rulemaking process.

In 2010, the Legislature enacted changes to Chapter 120, the Administrative Procedure
Act. These changes require each state agency to submit for legislative ratification any
rule that meets one or more of the following criteria:

1. The rule is likely to have an adverse impact on economic growth, private sector job
creation or employment, or private sector investment in excess of $1 million in the
aggregate within 5 years after the implementation of the rule;

2. The rule is likely to have an adverse impact on business competitiveness, including the
ability of persons doing business in the state to compete with persons doing business in
other states or domestic markets, productivity, or innovation in excess of $1 million in the
aggregate within 5 years after the implementation of the rule; or

3. The rule is likely to increase requlatory costs, including any transactional costs, in
excess of $1 million in the aggregate within 5 years after the implementation of the rule.
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Florida has a $3.64 billion workers’ compensation marketplace, impacting hundreds of
thousands of employers, thousands of health care providers, and hundreds of insurance
companies licensed to write workers' compensation insurance. Consequently, annually
updating the reimbursement amounts to be consistent with the law is likely to meet the
third criteria because of the scope and reach the reimbursement manuals have on the
parties within the system.

In an effort to balance the competing aspects of the Administrative Procedure Act and s.
440.13(12), F.S., the Division of Workers’ Compensation has taken the position that the
rules incorporating the reimbursement manuals are subject to legislative ratification
despite the statutory authority given to the Three-Member Panel to determine
maximum reimbursement allowances and despite the explicit provisions that dictate the
amount of reimbursement payable to various health care providers contained in s.
440.13(12), F.S. The 2016 Editions of the Hospital Reimbursement Manual and the
Ambulatory Surgical Center Reimbursement Manual have been adopted, but are not yet
in effect as they are subject to ratification during the 2017 Legislative Session.

The Three-Member Panel recommended that the reimbursement manuals become
exempt from the legislative ratification requirements of Chapter 120, F.S. Statutory
authority is provided to the Three-Member Panel in section 440.13(12), F.S., to establish
maximum reimbursement allowances and contains specific provisions on
reimbursement amounts that are payable to health care providers.

Status: HB 1013 and SB 1060 were introduced during the 2015 Legislative Session
to exempt maximum reimbursement allowances and manuals approved by the
Three-Member Panel from legislative ratification. Neither bill passed their
respective chambers.

2. The Panel recommended that the Legislature consider amending section 440.13(12)(c),
F.S., to create a new reimbursement benchmark that reduces the financial disparity
between repackaged and non-repackaged drugs; provides a reasonable and
standardized level of reimbursement to those parties that dispense prescription drugs;
and minimizes future reimbursement disputes related to prescription drugs. Absent a
legislative solution, the Panel recommended that the Division of Workers’ Compensation
explore regulatory options to achieve these goals.

5 of 50



2017 Edition

Status: Senate Bill 662 became law on July 1, 2013. The bill was a compromise
between employer/insurer interests and the advocates of physician dispensing of
prescription drugs. The law provides that reimbursement for relabeled or
repackaged drugs is 112.5% of the average wholesale price set by the original
manufacturer of the underlying drug dispensed by the practitioner, based upon
the manufacturer’s average wholesale price published in the Medi-Span Master
Drug Database as of the date of dispensing.

e Maedical data reported to the Division of Workers’ Compensation reflect the
following payment changes from 2011-2015.

e The total payments for physician-dispensed repackaged drugs decreased
73% from $52,591,981 in 2011 to $14,375,182 in 2015. The total
payments for pharmacy-dispensed repackaged drugs decreased 65%
from $1,071,147 to $370,523. The total payments for all repackaged
drugs decreased 73% or $38,917,423 from $53,663,128 to $14,745,705.
(Exhibit 2)

e The total for physician-dispensed non-repackaged drugs increased 626%
from $6,197,831 to $44,999,772 while pharmacy-dispensed non-
repackaged drugs total payments increased from $123,845,908 to
$128,134,730. The total payments for all non-repackaged drugs
increased 33% or $43,090,764 from $130,043,739 to $173,134,502.
(Exhibit 3)

e The total payments for all drugs dispensed by physicians and pharmacies
increased 2% or $4,173,341 from $183,706,866 to $187,880,207.

e The total number of repackaged drug prescriptions dispensed by
pharmacies decreased 28% from 8,976 to 6,471 and from 357,573 to
78,910 for physicians, representing a 78% decrease. (Exhibit 4)

Another positive result of the law change is the effect it has had on the number of
petitions for reimbursement disputes submitted by physicians. The Division of
Workers’ Compensation is responsible for resolving reimbursement disputes
between health care providers and insurers. In FY 11-12, physicians submitted
12,460 reimbursement disputes, mostly related to repackaged drugs. In FY 15-16,
the number of petitions dropped to 3,601, which represents a 71% decrease.

3. Remove the statutory mandate in s. 440.13(12)(a), F.S., that requires reimbursement for
outpatient hospital services to be based on a percent of “usual and customary charges”
and fix the reimbursement amounts to 120% or 140% of Medicare's payments under its
Outpatient Prospective Payment System; or, in the alternative;

4. Define the term "usual and customary charge” — so that all stakeholders are aware of its
intended meaning and when it is to be used in determining reimbursement for
medically necessary treatment, care and attendance provided in an outpatient hospital
setting.
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5. Remove the statutory mandate in s. 440.13(12)(a), F.S. that requires reimbursement for
inpatient hospital services to be based on per diem rates and fix the reimbursement
amounts to 120% or 140% of Medicare's payments under its Inpatient Prospective
Payment System.

Status for Recommendations 3, 4, and 5: The Legislature has taken no action on
these recommendations. However, the Three-Member Panel in conjunction with
the Division of Workers’ Compensation have engaged in regulatory activities
involving the Hospital Reimbursement Manual and changes to the reimbursement
amounts for inpatient and outpatient services.

The 2014 Edition of the Florida Hospital Reimbursement Manual became effective
on January 1, 2015 and replaced the 2006 edition. NCCI estimated that the
cumulative effect of the changes to the inpatient and outpatient reimbursement
amounts resulted in an overall cost savings of -0.8% or $26 million. The 2016
edition has been adopted, but is not effective, since it is subject to legislative
ratification. NCCI estimates that the new reimbursement amounts for inpatient
and outpatient services will increase costs 2.2% or $80 million.

A summary of the most significant changes in the 2016 Edition of the Hospital
Reimbursement Manual are listed below.

Inpatient services are reimbursed based on per-diem rates, which includes a Stop-
Loss Reimbursement threshold.

e The $3,850.33 per-diem rate for a surgical stay in a trauma center increases
to $4,216.00.

e The $2,313.69 per-diem rate for a non-surgical stay in a trauma center
increases to $2,534.00.

e The $3,849.16 per-diem rate for a surgical stay in an acute care hospital
increases to $4,215.00.

e The $2,283.40 per-diem rate for a non-surgical stay in an acute care hospital
increases to $2,501.00.

e The stop-loss threshold amount increases from $59,891.34 to $65,587.00.

The methodology for calculating a “usual and customary charge” for reimbursing
hospital outpatient services is consistent with 2014 edition. This “usual and
customary charge” methodology is summarized below.

e 18 months of hospital outpatient charge data is used.
e A minimum of 40 bills per procedure are used to calculate a statewide
average charge per qualifying procedure.
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o The statewide average charge per qualifying procedure is then discounted
by 25% or 40% depending on whether the procedure was associated with a
scheduled surgery. By law, hospital outpatient surgical procedures are
reimbursed at 60% of charges, while all other hospital outpatient
procedures are reimbursed 75% of charges.

e The discounted statewide average charge per qualifying procedure is then
modified by a Medicare geographic wage adjustment factor based upon the
location of the service to attain the Maximum Reimbursement Allowance
(MRA) per qualifying procedure.

e Procedures not subject to an MRA are reimbursed 60% or 75% of the
hospital’s charges.

e The number of procedures subject to an MRA at 60% of usual and
customary charges is 132.

e The number of procedures subject to an MRA at 75% of usual and
customary charges is 344.

6. Eliminate the health care provider certification process performed by the Division. The
criterion for certification would then become the standards used by Florida’s
Department of Health declaring all practitioners who are currently in good standing
regarding their licensure to practice in their respective discipline and specialty as eligible
to be authorized by carriers and to receive reimbursement for services rendered.

Status: House Bill 553 became law on July 1, 2013. One of the provisions in the
bill eliminated the health care provider certification process performed by the
Division of Workers’ Compensation.

7. Amend section 440.13(7), F.S., to allow providers 45 days from receipt of a notice of
disallowance or adjustment of payment to file a petition; allow carriers 30 days from
receipt of a provider’s petition to respond to the petition; and allow the Department 120
days from receipt of all documentation to issue a determination.

Status: House Bill 553 increased the reimbursement dispute process timelines for
health care providers, carriers, and the Division of Workers’ Compensation, which
reflected the Three-Member Panel’s recommendation.

8. Electronic Medical Billing (E-billing)
It is the Panel’'s recommendation that the Division continue its current practice of
permitting health care providers to electronically submit medical bills to insurers,
provided the insurer agrees to accept the submission of electronic medical bills. In
addition, the Panel recommended that the Division develop an action plan with the goal
of determining whether to mandate electronic billing no later than 2015.
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Status: The Division of Workers’ Compensation held a public meeting on April 1,
2014 to solicit input from stakeholders about the advantages and disadvantages
of mandating electronic medical billing between the health care provider and the
insurer. Comments from the meeting suggest that E-billing continues to grow in
Florida. Although there was general agreement that E-billing may lead to quicker
payments to providers and reduce administrative costs compared to issuing and
processing paper bills, pursuing a mandate and implementing a “one-size fits all”
approach may prove to be the least effective method to expand the use of E-
billing. Unless providers and insurers specifically request the Division to mandate
a standardized E-billing requirement, the Division of Workers’ Compensation
should continue to promote mutually-agreeable E-billing practices between the
provider and the insurer.

9. Practice Parameters and Protocols of Treatment
The Panel recommends that the Legislature give serious consideration to repealing
section 440.13(15), Florida Statutes, and replacing it with an alternative that effectively
translates the mandates of section 440.13(16), Florida Statutes, (Standards of Care) into
meaningful treatment guidelines.

As a foundation for the above recommendation, the Panel recommends that the
Legislature conduct or commission an analysis of the various types and sources of
available practice guidelines to determine which is most appropriate for Florida and
determine how it should be developed and implemented.

Status: The Legislature has taken no action on this recommendation.

10. The Florida Uniform Permanent Impairment Rating Schedule
It is the Panel’'s recommendation that the Legislature consider authorizing an interim
study to determine whether to retain, update, amend, or replace the Florida Uniform
Impairment Rating Schedule.

Status: The Legislature has taken no action on this recommendation.

Note: For items 9 and 10, the Division held a public meeting August 26, 2015, to
solicit feedback from stakeholders about establishing one specific set of practice
guidelines for treating workers’ compensation patients. The attendees generally
agreed on the benefits of using practice guidelines. However, there was less
consensus for mandating only using one set of guidelines. In addition, the
Division received comments about the need to update the Florida Uniform
Permanent Impairment Rating Schedule to better align the assignment of
impairment ratings with the advances in medical treatment.
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DRUG FORMULARY IN WORKERS’
COMPENSATION

A drug formulary, or preferred drug list, is a continually updated list of medications and related
products supported by current evidence-based medicine, judgment of physicians, pharmacists
and other experts in the diagnosis and treatment of disease and preservation of health. The
primary purpose of the formulary is to encourage the use of safe, effective and most affordable
medications.

Utilization and the cost of prescription drugs in states’ workers’ compensation systems
continues to be a hotly debated topic. The National Council on Compensation Insurance
(NCCI) and the Workers’ Compensation Research Institute (WCRI) have published over 30 state
and national research reports on this subject during the last five years.

In addition, the Division of Workers’ Compensation has detected a rise in the use and cost of
compound drugs, as reflected in Exhibit 5. The Federal Drug Administration (FDA) defines
compounding as “a practice in which a licensed pharmacist, a licensed physician, or, in the case
of an outsourcing facility, a person under the supervision of a licensed pharmacist, combines,
mixes, or alters ingredients of a drug to create a medication tailored to the needs of an
individual patient.” Compound drugs are not FDA-approved, meaning that FDA does not verify
the safety, or effectiveness of compounded drugs.

Workers' compensation stakeholders understand the importance of striking the right balance
between reducing prescription drug costs and providing a drug regiment appropriate for the
injured worker's condition(s). These goals should not be mutually exclusive of one another.

Policymakers have established drug formularies in several states to help achieve these goals.

The Florida Division of Workers’ Compensation is a member of the International Association of
Industrial Boards and Commissions (IAIABC). The IAIABC is a not-for-profit association
representing most of the government agencies charged with the administration of workers'’
compensation systems throughout the United States, Canada, and other nations and territories,
as well as other workers’ compensation professionals in the private sector. Its mission is to
advance the efficiency and effectiveness of workers’ compensation systems throughout the
world.
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In April, 2016, the IAIABC published “A Discussion on the Use of a Formulary in Workers’
Compensation.” This report provides Florida’s stakeholders and policymakers with a framework
of how a formulary works, and developing and implementing a formula. It also contains
insights from states that have established drug formularies within their respective jurisdictions.
The full report can be found in Exhibit 6.

Recommendation: The Panel recommends the Legislature grant the Division of Workers’
Compensation specific rule authority to establish a drug formulary, as long as such
formulary is generally accepted by Florida’s employers, insurers, health care providers,
and injured worker advocates; provides reasonable assurance in reducing or mitigating
prescription drug costs; and ensures appropriate and effective treatment is provided to
injured workers.
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FACILITY REIMBURSEMENT

At its April 20, 2016 meeting, the Three-Member Panel requested the Division of Workers'
Compensation to conduct a review of other states’ methods for reimbursing outpatient
services. The methods fall into four general categories:

e Fixed fee amount per service

e Percentage of the facility’s billed charges

e Percentage of a usual and customary charge or prevailing rate

e Outpatient Prospective Payment System (% of Medicare or state-specific)

An inventory of hospital outpatient fees is contained in WCRI's publication, “Workers'
Compensation Medical Cost Containment: A National Inventory, 2015". A section of that
report detailing each state’s reimbursement method is listed in Exhibit 7. No method is
predominant, and states with the same method apply different adjustment factors to
determine the final payment amount.

Florida law requires charges for hospital outpatient care be reimbursed at 75% of usual and
customary charges and at 60% of charges for scheduled surgeries, or an agreed-upon contract
price. As described earlier in this report and in the 2013 Biennial Report, the 2014 Edition of
the Hospital Reimbursement Manual, which became effective on January 1, 2015, incorporated
a methodology for calculating usual and customary charges that established maximum
reimbursement allowances (MRAs) for eligible procedures. The Three-Member Panel adopted
the same methodology for the 2016 Edition of the Hospital Reimbursement Manual.

Preliminary data from the Division and WCRI show a slowdown in the growth of outpatient
payments since the adoption of Florida’s MRAs for usual and customary charges. According to
Division data, the average hospital outpatient bill payment increased 23% from 2012-2014. In
2015, the average payment declined 3% (Exhibit 8). For a common knee surgery, WCRI
estimates a 39% lower payment, and for a shoulder surgery; the average payment may
decrease 22% (Exhibit 9). The downward results are likely to be a one-time occurrence and
reflect a new baseline for hospital outpatient payments. Future payments will most likely
increase since hospital charges tend to increase from year-to-year. This predicted outcome is
reflected in the 2016 Edition of the Hospital Reimbursement Manual. According to NC(],
overall hospital outpatient payments are expected to increase 17.5%, which equates to an
increase of 2.2% in overall system costs (Exhibit 10).
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Outpatient procedures performed in Ambulatory Surgical Centers (ASC) are reimbursed similar
to payments for hospital outpatient services. Prior to January 1, 2016, ASC payments were
calculated using 70% of the median state-wide charge to establish MRAs for certain eligible
procedures. An ASC was reimbursed 70% of its billed charges for those procedures that did
not have a corresponding MRA. For the ASC Reimbursement Manual that became effective on
January 1, 2016, the Three-Member Panel modified the MRA calculation by reducing the
payment adjustment factor from 70% to 60%. Procedures with no corresponding MRA are
now reimbursed 60% of the ASC's billed charges, instead of 70%. The number of procedures
subject to an MRA also significantly increased from 29 to 90. These changes resulted in an
estimated 2.8% reduction in payments to ASCs.

Since ASC reimbursements are also based upon charges, ASC payment amounts are expected
to increase. In fact, the 2016 Edition of the ASC Reimbursement Manual is estimated to
increase ASC payments by 10.1%, which equates to an increase of 0.6% in overall system costs
(Appendix 11); and, consequently is also subject to legislative ratification.

Approximately two-thirds of charges are covered under maximum reimbursement allowances.
Thus, the establishment of maximum reimbursement allowances for certain hospital outpatient
and ASC procedures helps reduce the growth of payments. However, a mechanism or process
does not currently exist for a carrier to ensure the reasonableness of a hospital’s or an ASC's
charge for a procedure that does not have a corresponding maximum reimbursement
allowance.

Recommendation: Absent the Legislature repealing the current charge-based
reimbursement statute and replacing it with one based upon Medicare’s Outpatient
Prospective Payment System, as recommended by the Three-Member Panel, the
Legislature should consider the following amendments to s. 440.13(7), F.S.:

e For reimbursement disputes for procedures that do not have an MRA, allow the
hospital or ASC to provide evidence substantiating its charge is reasonable and
meets the criteria in s. 440.13(12)(d)1-4; allow the carrier to provide evidence
substantiating its reimbursement is reasonable and meets the criteria in s.
440.13(12)(d)1-4; and require the department to issue a determination reflecting a
range of reimbursement amounts for the disputed procedure that the parties can
use to resolve the dispute.
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Regulatory Recommendation: If the Legislature does not address the charge-based
reimbursement methodology, the Division of Workers’ Compensation should develop a
process for evaluating and determining whether the charge for a procedure that does
not have an MRA is reasonable; and whether such process could be enacted through the
administrative rule process for the 2017 Editions of the Hospital Reimbursement Manual

and Ambulatory Surgical Center Reimbursement Manual.
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MEDICAL AUTHORIZATION

Medical authorization continues to be an integral component of an efficient and self-executing
workers’ compensation system. The request for authorization and the timely decision to
authorize or not to authorize, have a direct impact on the injured worker’s medical care and
treatment, the length of time the injured worker is out of work, whether the injured worker
hires an attorney, health care provider participation in the workers’ compensation system, and
the cost of the claim. Streamlining the medical authorization process may lead to better
patient outcomes, less litigation, increased health care provider participation, and less
administrative costs for the health care provider and carrier.

S.440.13(3), F.S., describes the current authorization procedures under Florida’s workers'’
compensation system. Highlights include:

e A health care provider must receive authorization from a carrier before providing
treatment.

e For emergency care, a health care provider must notify the carrier by the close of the
third business day after care has been provided. If the injured worker is admitted to a
medical facility, the provider must notify the carrier within 24 hours of initial treatment.

e When an authorized health care provider requests a referral, the carrier must respond,
by telephone or in writing, to the referral request by the close of the third business day
after receipt of the request. Failure to respond within this timeframe results in the
carrier consenting to the medical necessity of the treatment.

e Prior authorization is required for specialist consultations, surgical operations,
physiotherapeutic or occupational therapy procedures, X-ray examinations, or special
diagnostic laboratory tests that cost more than $1,000 and other specialty services
identified by department rule. For these services, carriers must respond within 10 days
to a written request for authorization.

e Carriers are required to adopt procedures for receiving, reviewing, documenting, and
responding to requests for authorization.

The authorization statutes do not provide a definitive answer as to whether the service will be
authorized and when. The statutes consistently require the carrier to "respond” to a request for
authorization. The term “respond” is not defined in statute, and thus is subject to various
degrees of interpretation, which can lead to confusion and inconsistency.
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Exhibits 12 and 13 contain injured worker contact data from the Division of Workers'
Compensation. The data reveal that medical authorization is one of the most frequent issues
and disputes raised by injured workers. The Division provides on-going education and
assistance to injured workers so they better understand the authorization process. The Division
successfully resolved 95% of medical authorization disputes during the informal resolution
dispute process for FY 2015-2016, which is consistent with previous years. This high resolution
rate is primarily attributed to the Division creating an unbiased and open dialogue between the
injured worker and the carrier, and the willingness of both parties to cooperate to resolve the
issue.

The Division evaluated Petition for Benefits (PFB) data from the Office of the Judges of
Compensation Claims. Exhibit 14 details the five most frequent issues listed on a Petition for
Benefits between May 2015 and November 2016. Requests for attorney fees and medical
authorization exchange the top spot and far outpace the remaining three most frequent issues.
The Division further analyzed the data by examining Petition for Benefits filed in 2015, where
medical authorization was at issue. Exhibit 15 shows the number of medical authorization
issues filed on PFBs within 28 weeks of the date of accident. The Division excluded any PFB for
medical authorization if compensability was also listed as an issue on the same petition. The
data show a substantial number of petitions are filed within four weeks of the date of accident
and then gradually decline over time.

The Three-Member Panel supports a medical authorization structure, which ensures workers’
compensation patients are appropriately treated in a timely manner. Despite having an entire
section of the workers' compensation law devoted to medical authorization, the data seem to
reflect yet unidentified and unresolved behavioral, educational, communication, and statutory
and regulatory hurdles working against a more streamlined, patient-centered, and less litigious
medical authorization process.

Recommendation: The Three-Member Panel recommends the Legislature amend section
440.13(3)(d), F.S., to clarify the term “respond” as that term does not definitively
obligate carriers to render a decision on a request for authorization in a consistent
manner.

Recommendation: The Three-Member Panel recommends the Legislature consider
modifying a carrier’s 3-day and 10-day “response” deadline, to more specifically align
with requested medical treatment and a physician’s use of treatment guidelines.
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Recommendation: The Three-Member Panel recommends the Legislature require any
Petition For Benefits, listing medical authorization as an issue, to be filed no sooner than
30 days after the date of accident; unless, the carrier has denied the compensability of

the claim or has denied the request for medical authorization.

Regulatory Recommendation: The Three-Member Panel recommends the Division of
Workers' Compensation hold a public meeting(s) to solicit input from stakeholders to
determine if the DWC-25 - Florida Workers’ Compensation Uniform Medical
Treatment/Status Reporting Form is still meeting the treatment and authorization goals

for health care providers and carriers.
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EXHIBIT 1 - SURVEY

The Division sent a survey to a portion its stakeholders on November 18, 2016. The survey was
available for 12 business days for those stakeholders who had signed up to receive E-Mail
notifications from the Division.

The Division sent the survey to 4,468 potential respondents, and received 447 responses.

The percentage of the respondents who answered a question is based upon the total
responses for the survey.

Each question’s percentage of selected choices represents a percentage of the total responses
for that question and not a percentage of total responses for the survey.

Survey Questions with Results

1. What industry group do you represent?
99.78% of the respondents answered this question.

Health Care Provider was the answer that the most respondents chose for this question.

Employer Carrier/TPA Attorney - Attorney - Health Care  Health
Injured Employer/Carrier Provider Care
Employee Facility
117 51 33 5 189 10 41
26.2% 11.4% 7.4% 1.1% 42.4% 2.2% 9.2%

2. How many years of experience do you have in workers' compensation?
99.33% of the respondents answered this question.

>15 was the answer that the most respondents chose for this question.

<3 3-5 6-10 11-15 >15
28 18 35 41 322
6.31% | 4.05% | 7.88% | 9.23% | 72.52%
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3. Florida's workers' compensation system is striking the right balance between providing benefits to
the injured worker, while keeping costs under control.

99.11% of the respondents answered this question.

Strongly Disagree was the answer that the most respondents chose for this question.

Strongly Agree No Disagree Strongly

Agree Opinion Disagree
27 79 45 115 177

6.09% 17.83% 10.16% 25.96% 39.95%

4. Florida's workers' compensation system is: (check all that apply)
97.32% of the respondents answered this question.

Complex was the answer that the most respondents chose for this question.

Fairto Outdated Litigious Self- Complex Over- Dynamic Other
all executing regulated
parties
45 162 171 57 177 152 11 76
5.29% 19.04% | 20.09% 6.70% 20.80% 17.86% 1.29% | 8.93%

5. The system for the adjudication of workers' compensation claim disputes in Florida is:
97.09% of the respondents answered this question.

Pro Employer was the answer that the most respondents chose for this question.

Pro Neutral Pro
Employer Employee
189 126 119
43.55% | 29.03% | 27.42%

Are Florida's indemnity benefits too high, too low or about right?

88.14% of the respondents answered this question.

Just Right was the answer that the most respondents chose for this question.

Too Just Too

High Right Low

65 187 142
16.50% | 47.46% | 36.04%
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7. Florida's workers' compensation medical benefit system is striking the right balance between
providing access to quality medical care and medical cost containment.

98.21% of the respondents answered this question.

Strongly Disagree was the answer that the most respondents chose for this question.

Strongly Agree No Disagree Strongly

Agree Opinion Disagree
12 97 55 112 163
2.73% | 22.10% | 12.53% | 25.51% | 37.13%

8. Are Florida's medical reimbursement amounts too high, too low or about right?

8a. For physicians
92.39% of the respondents answered this question.
Too Low was the answer that the most respondents chose for this question.

Too Just Too

High Right Low
47 148 218

11.38% | 35.84% | 52.78%

8b. For hospitals

78.97% of the respondents answered this question.

Just Right was the answer that the most respondents chose for this question.

Too Just Too
High Right Low
139 161 53

39.38% | 45.61% | 15.01%

8c. For ambulatory surgical centers
76.73% of the respondents answered this question.

Just Right was the answer that the most respondents chose for this question.

Too Just Too
High Right Low
102 177 64

29.74% | 51.60% | 18.66%

8d. For prescription drugs
78.52% of the respondents answered this question.

Just Right was the answer that the most respondents chose for this question.
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Too Just Too
High Right Low
119 178 119
33.90% | 50.71% | 33.90%

8e. For attendant care
77.85% of the respondents answered this question.

Just Right was the answer that the most respondents chose for this question.

Too Just Too
High Right Low
64 192 92
18.39% | 55.17% | 26.44%

Is overutilization a major medical cost driver in Florida's workers' compensation system?

95.08% of the respondents answered this question.

Agree was the answer that the most respondents chose for this question.

Strongly Agree

No Disagree Strongly

Agree Opinion Disagree
57 115 94 102 57
13.41% | 27.06% | 22.12% 24.00% 13.41%

10. In Florida, carriers/TPAs timely authorize medical treatment.

95.75% of the respondents answered this question.

Agree was the answer that the most respondents chose for this question.

Strongly Agree No Disagree Strongly
Agree Opinion Disagree
25 124 62 102 115
5.84% | 28.97% | 14.49% 23.83% 26.87%

11. Is access to Specialty Care limited in Florida?
11a. For Neurology

94.18% of the respondents answered this question.

No Opinion was the answer that the most respondents chose for this question.

Strongly Agree No

Disagree Strongly

Agree Opinion Disagree
69 121 146 73 12
16.39% | 28.74% | 34.68% 17.34% 2.85%
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11b. For Neurosurgery
92.62% of the respondents answered this question.

No Opinion was the answer that the most respondents chose for this question.

Strongly Agree No Disagree | Strongly
Agree Opinion Disagree
55 95 185 67 12
13.29% | 22.95% | 44.69% 16.18% 2.90%

11c. For Orthopedic
90.60% of the respondents answered this question.

No Opinion was the answer that the most respondents chose for this question.

Disagree | Strongly

Strongly Agree No

Agree Opinion Disagree
41 85 134 114 31
10.12% | 20.99% | 33.09% | 28.15% 7.65%

11d. For Orthopedic Surgery
92.84% of the respondents answered this question.

No Opinion was the answer that the most respondents chose for this question.

Disagree | Strongly

Strongly Agree No

Agree Opinion Disagree
51 88 138 109 29
12.29% | 21.20% | 33.25% 26.27% 6.99%

11e. For General Surgery
91.50% of the respondents answered this question.

No Opinion was the answer that the most respondents chose for this question.

Disagree | Strongly

Strongly Agree No

Agree Opinion Disagree
36 80 192 85 16
8.80% 19.56% | 46.94% 20.78% 3.91%
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11f. For Pain Management
90.83% of the respondents answered this question.

No Opinion was the answer that the most respondents chose for this question.

Strongly Agree No Disagree | Strongly
Agree Opinion Disagree
55 73 134 100 44
13.55% | 17.98% | 33.00% 24.63% 10.84%

12. In Florida, carriers and health care providers collaborate to provide the best medical care for
injured workers.
96.64% of the respondents answered this question.

Strongly Disagree was the answer that the most respondents chose for this question.

Strongly Agree No Disagree Strongly
Agree Opinion Disagree
19 103 64 119 127
4.40% 23.84% | 14.81% 27.55% 29.40%
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EXHIBIT 2 - PHARMACY VS. PHYSICIAN REPACKAGED
DRUG PAYMENTS

DWC Annual Accomplishments Report 2016 Ed.
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EXHIBIT 3 - PHARMALCY VS. PHYSICIAN NONREPACKAGED

DRUG PAYMENTS

DWC Annual Accomplishments Report 2016 Ed.
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EXHIBIT 4 - PHARMACY VS. PHYSICIAN REPACKAGED

DRUGS

DWC Annual Accomplishments Report 2016 Ed.
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EXHIBIT 5 - PHARMALCY VS. PHYSICIAN COMPOUND DRUG
PAYMENTS

DWC Annual Accomplishments Report 2016 Ed.
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EXHIBIT 6 - "A DISCUSSION ON THE USE
OF A FORUMLARY IN WORKERS'
COMPENSATION”

m?:_

“lainbt

IAIABC
Formulary_04-27-16

A DISCUSSION ON THE USE OF A FORMULARY IN
WORKERS" COMPENSATION

IAIABC Medical Issues Committee Approved by the IAIABC Board of Directors

April 18, 2016 International Association of Industrial Accident Boards and Commissions Copyright © IAIABC
2016A DISCUSSION ON THE USE OF A FORMULARY IN WORKERS’ COMPENSATION
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EXHIBIT 7 - HOSPITAL OUTPATIENT FEE REGULATIONS AS
OF JANUARY 1, 2015

WCRI Workers’ Compensation Medical Cost Containment: A National Inventory, 2015

Tahle 6 Hospital Outpatient Fee Regulations as of January 1. 2015

Jurizdictions often al fees for to imjurad L] cutpstient satiing. Ths table indicates which jurisdictions have such fes the s fees, ared wihether
the applies to &l It the ¥ or rule e if the neader wants additional information abowt any particular jurisdiction regulations.
Miethod Used For Hospital Fee
iumeu as ::rue:l Same as Non- ee n Variea AllD tient
. ool | il — it == 8 Var Services Are | Title and Rule Reference Mumber for Hospital Cutpatient
Jurisdiction Impati=nt Inpatient | Proweder Fees Method -
E Inpatisnt Other Cowvered by the Fee Regulation
ees [Fez by| P Fees |Fae by [Explanation Regulati
Service [ } [Dhsoownted Procedure i Mobes)
Civghe] Charges) Code|
i Utilization Management ard Sl Scresning Code-
Alaba Fes
abama 111 (=3 P
@ x Yes s fior Medica| Treatment & Sensces - A5 2330057 8 AAC
43.082
Arizona Mo hogpital outpatient fee regulstions
= Medical Fes Sohesdule -
* o= Ftpofwerar_awecc stabe sr usSmedfestoc himil - Aule 30
The fise schedule is based primarily on the Title & Califormia Code of Regulations Aficle 3.3 - Offical
Cafifornia Medicare Hosprtal Outpatient Prospective No Medical Fes Schedule-Hospital Outpatient Depariments and
Peryrnient Syshem Ambulatory Sungical Cerders - sections $TER30-97ES3S [3)
Ceviziom of Wiarkers Compensaticn Rule 18 Mexdical Fee
Colorada Pl iz Zchedule. Dutpatient Surgery-18-3 (I} and Chagnostic Testing
B Clamic- 18- [
Connactiort Z210% of Medscans Yes IT-T3d(d)
Effective, 013 1/301 5, Hospital affiEated
Apnbulstory Surgery Cembers will heee s 15 D=dC 523228 [statube] and 19 DE Admin Code 1341 fee
Delarare 3] scheduls of fises incorporsted info the nor- schedule guidslines)
hospital affifated ASC fee schedule
District of Colurn bia Mo hospital outpatient fee regulstions
The Florida Workers” Compensation feimburzament Manual
- 5 fior Hospitals Rule, 851-7.501, F.AC, ard the Flomds Workers®
i x e & Compenzation Medical Serices Bling, Firg and Reporting
Fule, 35L-7.710. F.AC
(et =10 =) s, OUCAA, 34-5-700 and Muls 203
Hawaii X ‘Wiarkers Compensation Medical Fes Sohedule
Critical Access
Ficpitals [CAH) ared
I el X Re=habdlitation ID&FA 17 02.09.032
Hozpitals allowed
disoounted chenges
s = L= 'E:: =i s 30 L Adm Code 71 10.90R7T
In-disna X [32-] W 22-3-3-3.2, 22-3-8-1
s S0 hospital outpatient fee reguiations
- Yes FLS.A.A8-5110i i) or Hospita ' Ambiulatory Surgical Center
neas = = Qround Males ard Fees
Hentudky Caost-to-change ratio
Lowisiana MeEmbursement i 30% of billed changes Yes Haspital Reimbursement Schedule - Title 40, Chapter I3
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Table 6 Hospital Cutpatient Fee Regulations as of Januwary 1, 2015
Jurizdictions oftan also regulate feas for services provided to injured workars in & hospital outpatient satting. This table indicatas which jurizdictions have such fea schedulas, the method used to determing sllowabla faes, and whisther
the schedule appliss to all cutpatient services. It alzo provides the appropriate stabutony of rule referenca if the reader wants additional information about any particular jurisdiction regulations.
Method Used For Hospital Qutpatient Fee Regulations
Same as Same as Same as Non- .
E Same as _ - . Al Qutpatiznt
Hospital . Hospital Faility Uze & Varied B = =
Jurisdiction ient |-|.n¢;.|-_u_rtd Inpati Prowi Fees Services Are Tithe and Ruleﬂel':rmﬂumbﬂ'_l’url‘lu:pdnlﬂulnnbﬂﬂ:
. Inpatient - Other Covered by the Fee Regulation
Fees [Fee by E I Fees (Fee by ({Explanation Regulations
Service [ o 'c’“l t (Discounted | Procedure | inMotes)
Code) Charges) Code)
Maine K X 90 M.AR. 351 Ch. 5 Medical Feas
The Maryviand Health Services Cost Rewigw
Maryland S Commizzion has had authority to set hospital K
ratas since 1971
Emangancy services
and major sugerias | Moresmengent services and minor surgerie: are covared by
= * are coversd by 114.1 1142 CMR 40.00
CIME 41.00
— R R 412.10101§ Reimbursament; payment mtio methodology
Michigan * Ve R 41610922 Hozpital Billing for Practiticner Services
Except that thiz doez not apply to sarvices st a
i " hosipital with 100 or fewer licansed bads, which @ Minn. Stat. 176,134, subd. 12 and 1 b; Minn. Rulas, Part
* * are paid at 100% of the hospital’s usual and = 5221.4005 to 4070; 5221.0500
customary charga
e - . Mizsizzippi Workers' Compenzation Commission Fes
Missiszippi = {10 Li-H Schedule
Missouri Mo specific hospital outpatient fee regulstions (111
Payrmants for outpatient sarvices in a hospital or e —_— o RERA A G 1431
Montana ASC are based on the Montana APC systemn faz 38-71-704, MCA; ARM 24.19.1433
Mebrask " Professional fees are paid at nonfacility provider Yes fule 26 of the court's Rules of Procedune adopts the scheduls
e schedula rate by referance
Fadlitias 5ame &z Ambulstory Sungical Cenferz . } . - .
Nevada b {Fea by 2007 Medicars Groups) (121 Tes Az part of fee scheduls, MRS 6160260
Mew Hampshire Mo hozpital outpatient fee regulstion:
|h|gwj.=r5.=5|- Ho hospital outpatient fee regulstions
New Mexico x Wz Title 11, chapter 4, part 7. psragraph @
Hew York x Ve 12 NYCRR 329 - 12[a]WiCL
We uze a differant method from our hospital or Mo (podisttics and
Mo rth Carclina an provider fae schadule rates. Reimbursed at 79% . KOOGS 97-26 Fess Allowed for Medical Treatrmant
matsrniky)
of chargez. Pleaze see note balow
Since the paym n the Workforce Safety
and Inzuranca (W3l) Outpatiant Hospital Fea
Scheduls sre based largely on Medicara’s
outpatiant departmant prospective payment
Morth Dakota = system mathodology, Wl has adopted many of j(-H 92-01-02-27; 92-01-02-29.2; 92-01-02-33; 92-01-02-3+
tha OFPS payment parameters. Howaver, some
diffarences bebwasn the Madicars OPPS and tha
Wil Outpatient Hospital Fee Scheduls
paramatsrs axist
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Table 6 Hospital Outpatient Fee Regulations as of January 1, 2015

Jurizdictionz oftsn alzo regulats fesz for sanvices provided to injured warkars in a hospital outpatisnt zatting. This tabls indicabaz which jurizdictions have such fes schedules, the mathad uzsd to detarming allowabils fasz, and whathar
the scheduls sppliss to ol cutpationt services. |£ alzo provides the spproprists statutory or ruls referenca if the reader wants additionsl information sbout any particulsr jurizdiction regulations.

Method Used For Hospital Outpatisnt Fes Regulations

e | smese | e T s v MOt
o izt Hospital = eecility FEOEE ServicesAre | Tithe and Rule Reference Mumber for Hospital Dutpatient
tion Inpatient - Inpatient |Provider Fees Method =
Inipati=mt - Orther Covered by the Fee Regulation
Fees [Fee by E f Fams (Fee by (Explanation Regulstions
Service | - c""t | Discounted | Procedure | inNotes)
Code] Charges) Code)
Ohio iE] ACH Ohic Administrative Code rules 41223-6-37 and 41223-5-37 2
Allowance is lesser of usual and customary
Oklahoma chargs, dizcount of chargss, or inpatient R 2012 Schedule of Medical and Hospital Fees
raimbursameint calculation
. Oregon Administrative Rulas Chapber 434, Section 006: 0020,
I — Ve 0040, 0050, D06, DITY, D080, D030
. Uze zarvice _ o
Pennsylvania b code and cost Charge mastar Ve 34 PA Coda, Chapter 127
Rhode Island X e AlGL 28-23-8
Paid spacific predetsmined paymant rates for
services that are calculsted based on grouping . 3 - R -
South Carolina outpatisnt services into ambulatony paymant A Regulation 67 Iglc}::;?::c_ﬁ::l_l?i::r bulatory Surgary
dassifications {APCs). Sea CMS website for mors Y )
detailz
Facility charges are subject to discount, provider| - 5 .
South Dakota x e nim s-fauchiluel bnp pirocacsiva Fck ACH ARSD 47:03:05:05; 470305:12
1509 of Madicars's naticnal SPPS; unlisted
Tennesses procedures are at 80% of tha billed amount; Tes QB00-02-18-07, The Medical Fes Scheduls
mukltiple procedure rules apply
T 18 Yes Huozpital Facility Fes Guidaling - Outpatient, Divizion Rule
124403
Soma sarvices are cross-walked to specific
Curraint Procadura Terminology sndior HCPCs
{Healthcars Common Procedure Coding
U5 Federal Programs - R System| and paid at fee schedule maximum Yas Claims for Compenzation Under the Federal Employess
FECA armount allowable bazed on tha gaographic : Compenzation Act; 20 CFR Subpart |
araa of billing provider, and other sarvices are
paid at tha billed amount fior that particular
Ravenwa Cost Cendsr (ROC)
IS Federal Programs - . - .
Ho ho | outpaticnt fec regulations
' tpital outpa reg
UHtah Mo hospital outpatient fee regulstions
Wermont Sa?'_:;lshd ez ‘Waorkars' Compensation Medical Fes Schaduls - Ruls 40
VA Code Sactions. 65.2-801.1, 603, 605 Commission Rules 5
Wirginia and 14; Pear review = Chapier 13 of Title 65.2 and 16 VAC 20-

&60-10 and VAC 30-70-10 ot zeqg.
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Table 6 Hospital Outpatient Fee Regulations as of January 1, 2015

Jurizdictionz oftsn alzo regulats fesz for sanvices provided to injured warksrs in a hospital outpatisnt satting. This table indicabaz which jurisdictions have such fes schedulss, the mathod uzed to dat llowabls fass, snd whathar
the scheduls sppliss to ol cutpationt services. |£ alzo provides the spproprists statutory or ruls referenca if the reader wants additionsl information sbout any particulsr jurizdiction regulations.

Method Used For Hospital Outpatient Fes Regulations
sml;:l Same as :':“iu SHTI:E..IS."DH- u Vatied All Gutpatient
o izt Hospital = eecility FEOEE ServicesAre | Tithe and Rule Reference Mumber for Hospital Dutpatient
tion Inpatient - Inpatient |Provider Fees Method =
Inipati=mt - Orther Covered by the Fee Regulation
Fees [Fee by E f Fams (Fee by (Explanation Regulstions
Service | - CHI: | (Discounted | Procedure | inMotes)
Codel Charges) Code)
Uze Madicare's Outpatiant Prozpactive Payment|
Washington Systam pricing methodology with a hospital- A Medical Aid Rules and Fea Schedule
specific blended APC rate
West Virgini Maxirmum fea squals Medicars rsimbursament Statute 23.4.2 snd Lagislative Rule Trtda B C5R, Series 20;
sk i +35% Statute 102.15 and Admin. Rules 30.72 snd 80.74
Wizconsin Mo hospital outpatient fee regulstions
. i Whyoming Workers” Companzsation Rules, Regulations and Fes
Wyoming [17] Ve Schedule - Chapier 9 - Fes Schedulas

1 |Alabama - Dizcount off allowable charges. Profecsional services provided in an outpatient setting are paid under that profession’s fee scheduls.

2 |Alaska - Houss Bill 216, paszed by the legizlature and signed into law effective 9/19/2014, mandatss the adoption of a new fee schedule on 77172010 5. The new fes scheduls will be bazed on Medicare OPPS
relative weight, with regulations to be adopied by the Alazka Workers' Compenzation Board.

3 |California - Emergancy room senvicas, surgerias, and Facility Only Services are determined using tha Medicare HOPPS method. All other sarvices are detarmined using slemants of a different fes scheduls.
Services that are on tha Medicara inpstient only list are not payshle excapt when the zervice iz pre-suthorized st s pre-negotisted fos arrangamant

Colorado - The Division utilizes Madicare's Ambulatory Paymant Clazsification (APC) groupers for cutpatiant sungary and zoma othar proceduwre: that require the uza of & sepamata facility. Tha APC groupar
deollars are multiphed by a Division designated percentage or azsigned & zero dollar. The profassionsl fes schedula is utilized for disgnostic tasting and some proceduresz. Obzervation room rates sre establizhed
by the Division. Unless the clinic i a Medicara certified Rural Health Facility, no separste facility fee iz payable for ciinic visits. All Rural Health Facilities are paid st 80% of billed charges.

Drebawaie - Effective 5/23/3008, Delawasre adopted s haalth care payment system {HCPS), which can be scoassed ot hiipefwwow delawargwoiks com The hospital outpatient fes schadule methodology will
change, effective 01/31/2015.

L

o

Florida - Raimburze: companzable cutpatient charges at 75% of ususl and customary charges. Scheduled outpatient surgenies are reimbursed at 60% of charges. Dutpatiant physical, occupational, snd speach
therapy as well a3 non-emergency radiclogical and clinical lsboratory services provided not in conjunction with a surgical procedurs are paid the same as nonhospitsl providars.

=l

Florida - Outpatient physical, cccupational, and spesch tharspy as well sz non-emengency radiologicsl snd dinicsl laborstory services providad not in conjunchion with a surgicsl procedurne sre paid the zame
&z non hospital providers.

Georgia - Rate: bazed on & parcentage sbove Medicars OPPI, with some state-spacific guidelines.

L=

Minnesobs - Services not covered by the fee schedule sre paid at the lowar of B5% of the hospital's usual and customary chargs or 85% of the prevailing chargs (or 100%: for hospitals with 100 or fawer
icanzed bads).

10| Mizsiz=ippi - Uss Ambulatory Payment Olazszification (APC] system sz davelopad by CMS slong with soma state-specific sucaptions.

11 |Mizsouri - Howaver, Saction 287.1+0.3, R5Mo, provides, in pertinant part: "3 All faez and charga: under thiz chapter shall be fair and reazonable ** * A healfth cane providar shall not charga a fes for restment
and cara which is gowsrnad by the provisions of this chapter greater than the uzusl and customary fes the providar receivas for the same treatmant or service when the payor for such treatment or servica is a
privats individual or a private health insurance carier.”

12 |Mewada - Physicianz facifitias ara reimbursed sapamtely.

12 |Niorth Carolina - Az of April 1, 2013, inpatient charges are reimbursed at 67 50% of adjusted charges.
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Table 6 Hospital Outpatient Fee Regulations as of January 1, 2015

Jurizdictions oftsn alzo regulsts fesz for sanvices provided to injursd warkers in a hospital outpationt satting. This tabls indicataz which jurizdictions have such fes schedules, the mathad usad to dat llowabla fass, and whather
the scheduls appliss o ol sutpatisnt servicss. |£ alzo provides the spproprists statutory or rulk referenca if the reader wants additional information sbout any particuler jurisdiciion regulations.

Methiod Used For Hospital Qutpatient Fee Regulations
Same as Same as Same as Non- .
§ Same as _ - . Al Dutpatient
L Hospital | gy | Hespiisl Fodlity | Usea Varied ServicesAre | Tithe and Rule Reference Number for Hospital Outpatient
Jurisdiction Inpati=nt - Inpatient |Provider Fees Method =
Inpati=nt - Orther Covered by the Fe= Regulation
Fees [Fee by i Feas (Fee by [Explanation Regultions
Service | Discounted Procedurs in Not=s)
Codal Charges) Cinde)

14| 0hio - Administrative Code ruls 4123-6-37 2, Undass an MCO has negotiated a different payment rmte with a hospital pursuant to rula 4123-6-10 of tha Administrative Coda, reimbursament for hospital
outpatisnt servioas with & data of sarvice of May 1, 2014 or sfter shall be the spiplicable rata set forth in parsgraphs (2)01) to (ANE] of thiz rule sz follows, multiplied by s paymant sdjustmant factar of 1.0212-
{11 Except as otharwize provided in thiz ruls, reimbursement for hospital cutpatient serdoes shall be squal to the applicabls medicare reimbursement rate for the hospital cutpatient senvics undar tha
medicare outpatient prozpactive payment system as implemented by the materialz specified in paragraph (A7} of thiz rula, multiplied by & buresu-specific payment adjustment factor, which shall be 2.53 for
children's hozpitals ard 1.62 for all hospitals othar than children's hospitals, with the following additional sdjustments for spacific serices:

{8} For servicas reimbursed under the medicars clinical lab fea scheduls, the applicable medicars rate specified in thiz paragraph shall ba further multiplied by a 2012 bursau sdjustrmant factor of 1.0175;

{b} For sarvices reimbursed under the medicars physician fee schedula, the applicable medicars rate specified in thiz paragraph shall be further multiplied by a 2014 bureau adjustment factor of 1.201.

All suceptions and additivnal detailz are noted in the rule. Alzo, alternatives for salf inzuring employers to reimburze hospital cutpatiant senvices are notes in the ruls.

15| Qregon - Services billed under Aevenus Codes 0320 - 0355, 0400 - 0409, 0420 - 0449, 0610 - 0519, or 0960 - 09E3 are paid according to the physician fee scheduls (fes paid by procedurs code). All other
servicas ane paid tha tame az hospital inpaticnt fees (oost based).

16| Texas - Madicars's Cutpatient Dapartment Prospective Paymant System x multipliar.

17| Wyoming - Regulstionz sre varied az you now use several methods to reimbursa.
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$700 — _ $5,000
B $4,5'D'D
Hospital Outpatient billed charges $600
include; outpatient surgeries, L $4,000
emergency room services,
sutpatient ca rdic:hg!,r, pain $500 —
injections, cutpatient radiclogy and - $3,500
laberatony, physical, occupational,
and speech therapies, and other - $3,000
cal . . $400 —
non-surglea nutputlent rmedical -
services such as abservation, _E - $2,500
Pu|mnnur!,r testing, Gl studies, ete. ; a
Outpatient radislogy and laboratory, $300
hysical ianal, and speech - $2,000
physical, cccupational, and speec
therapies are reimbursed at 110% of
Medicare rates. $200 - - $1,500
L $1,000
Neote: Onlhy bills with $100 -
) - $500
payment amaunt > 50
are included.
$0 - $0
201 2012 2013 2014 2015
Charges 479.780,182 504,336,710 534,598,136 559,400,486 GI7,107 D08
- Paid 265,411,897 276,260,109 295,551,288 308,346,876 301,316,847
w(m Aorg Chag Per Bill 3.212 3,519 3,976 4,313 4734
=0 forg Paid Per Bill 1,777 1928 2,198 2,378 2,312
MHumber of Bills 149,385 143,305 134,468 129,692 130,346
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EXHIBIT 9 - HOSPITAL OUTPATIENT AVG.
FACILTY PAYMENT PER 2015 BASE
RATE MIGHT BE LOWER THAN 2013

Estimation: Hosp. Out. Avg. Facility Payment Per

2015 Base Rate Might Be Lower Than In 2013

Hospital Outpatient

Workers' Compensation
Estimated | WCPayment | Estimated |
Avg. Payment

Group Health

In 2015** In 2015***
Knee
Arthroscopy $9,460 $5,768 -39% $5,236 +10%
Shoulder
Arthroscopy $15,587 $12,203 -22% $6,982 +75%

“ Avoroge hospitol cutpoticont facllity paymant por aargcol episoade In 2013 for knoe cpidodaed with AING 41 as o primary procodure ond
for shoulder episodes with APC 41 and 42 as main procedures.

*¥ Estimated average hospital outpatient facility payment per surgical episode based on maximum base rate in 2015 FL hospital
outpatient fee schedule (see the last slide).

+* * Estimated group health average hospital outpatient payment per surgical episode in 2015, using the 2008 result and applying an
Inflation adjustment factor of 3.2% per year,

Source: Payments To Ambulatory Surgery Centers, 2nd Edition (2016), Comparing Workers' Compensation —a=—
And Group Heaith Outpatient Payments (2013) :

33 af!

Key Hosp. Out.: Hospital outpatient. Diff.: Difference. WC: Workers'compensation. GH: Group health.
APC: Ambulatory payment classification. BLS: Bureau of Labor Statistics.

Sources:
Savych.2016.Payments to Ambulatory SurgeryCenters 2nd Edition.
Fomenko. 2013. Comparing Workers Compensation and Group Health Outpatient Payments.
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ANALYSIS OF PROPOSED CHANGES TO
THE FLORIDA REIMBURSEMENT MANUAL FOR HOSPITALS
PROPOSED TO BE EFFECTIVE JULY 1, 2017

HCCl estimates that the proposed changes to the Florida Workers' Compensation
Reimbursement Manual for Hospitals (RMH], proposed to be effective July 1, 2017, would

result in an impact of +2.2% [+$80M") on overall workers compensation system costs in
Florida.

Please note that the estimated cost impact is based on the provisions summarized
below, which may differ from the final implemented version. i the final version is
different from the provisions included here, HCCl would perform an analysis based on
the ratified rule and the impacts stated in this analysis may change accordingly.
Additionally, the changes to the RMH are being evaluated in isolation. Any other changes
not in the RMH that could interact with this analysis could result in a different estimated
cost impact.

Summary of Proposed Changes

Cumently, hospital inpatient services are reimbursed based on per-diem rates defined n the
2014 edition of the RMH. The 2018 proposed rubes contain the following changes:

= [Increases the Stop-Loss Reimbursement threshobd from 559,881.234 to 385 587.00

« Increases the per-diem rates at trauma centers from $3.850.33 to 54.218.00 for surgical
stays, and from $2,213.69 to 32,534 .00 for non-swrgical stays

= [Increases the per-diem rates at acute care hospitals from 53 84918 to 54 215.00 for
surgical stays, and from $2.283.40 to 52.501.00 for non-surgical stays

The current reimbursement far 3 workers’ compensation hospital outpatient service in Flonida
depends on the category of service as described below:

= Category 1. Reimbursement for a scheduled, non-emergency outpatient radiology or
clinical laboratory service that is not performed in conjunction” with a scheduled surgery
is subject to the schedule of maximum reimbursement allowances (MRAs) isted in
Fiorda Workers' Compensation Healfth Gare Provider Reimbursement Manual
(HCFPRM], 2015 Edifon. In addition, the reimbursement for an outpatient physical
therapy, occupational therapy, or speech therapy senvice is subject to the MRA listed in
the HCPRM.

= Category 2: The maamum reimbursement for a scheduled surgical semvice is calculated
as the base rate from Flonda Workers" Compensation Reimbursement Manual for
Haospitals, 2014 Edifion, Appendix C, multiphed by the geagraphic modifier lsted for the

' Owerall system costs are basad on 2015 net wiithan premium for INSUrENCe companies NGuding an estimate of seff-
Irsured premium a5 provided by e Flonda Division of Workers' Compensation. The estimated dollar Is e
percent Impact(s) dsplayed multpiled by 53,6456 This figure does not Indude the pallcyholder retained portion of
deductbie policies, or adustments for subsequent changes In premium levels. The use of premium 3s the basls for
the dolar Impact assumes that expenses and other premium adjustments wil be aMacied proportionaily to the changs
In benafit cots.

¥ *n Conjunction” I defined 35 on the day of or up o three days before

Page 1 of 6 CONTACT: CHRIS BAILEY
4742016 Telephone (BST) 3224047 » Fax (551) 393-5106
E-mal: Chris_Balley@ncel com
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ANALYSIS OF PROPOSED CHANGES TO
THE FLORIDA REIMBURSEMENT MANUAL FOR HOSPITALS
PROPOSED TO BE EFFECTIVE JULY 1, 2047

county of the location of service from Appendixz A. The maximum reimbursement for a
procedurs with no specified MRA is 60% of usual and customary charges (UCC) In
addition, the maximum reimbwrsement for any scheduled radickogy senvice or clinical
laboratory service performed in conjunction with a scheduled surgery s also 60°% of
UCC.

« Category 3: Similarly, the maximum reimbursement for a non-scheduled surgical
semvice is calculated as the base rate from Appendiz B, multiplied by the geographic
modifier from Appendx A. The maximum reimbursement for a procedure with no
specified MRA is T5% of UCC.

The proposed changes fo the hospital rembursement manual would update the base rates and
geographic modifiers for Category 2 and Category 3 senvices,

Actuarial Analysis

MCCI"s methodology to evaluate the impact of medical fee scheduls changes includes three
majpor steps:

1. Caleulate the percentage change in maximum reimbursements
a. Compare the cument and proposed maximum reimbursements by procedure
code and determine the percentage change by procedure code
b. Calculate the weighted-average percentage change in maximum
reimbursements for the fee schedule using cbsenved payments by procedure
code as weights

2. Estimate the price level change as a result of the proposad fee schedule
a. MCCI research by Frank Schmid and Mathan Lord (2013). "The Impact of
Physician Fee Schedule Changes in Weorkers Compensation: Evidence from 31
States”, suggests that a poricn of a change i maximum reimbursements is
realized on payments mpacted by the changs.

1. Inresponse to a fee schedule decrease, NCCI's research indicates that
paymenis decline by approcamately 50% of the fee schedule change.

i. Inresponse o a fee schedule increase. MCCMs research ndicates that
paymenis increase by approximately B0% of the fee schedule changs
and the magnitude of the response depends on the relative difference
between actual payments and fee schedule maximums {i.e. the price
departure ).

The farmula used to determine the percent realized for fee schedule
increases is 80% x {110 + 1.20 x (pnce depariure)).

3. Determine the share of costs that are subject to the fee schedule
a. The share is based on a combinaton of fields, such as bill type and procedurs
code, as reporied in the FL Dwvision of Workers' Compensation (DWC) detailed
medical data, to categorize payments that are subject to the fee schedule.

Page 2 of & CONTACT: CHRIS BAILEY
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The detailed medical transactions are obtained from the FL DWC medical data management
system reported on form DWC-20 for senvices performed between January 1, 2015 and
December 31, 2015. This data is colected by the FL DWC from workers compensation
inswrance camers and seff-insuwred employers. The analysis of hospital ouipatient services
inchudes data reported with bill types 13x. 14x, and B5x. The analysis for hospital mpatient
services includes data reported with bill types 11x, 12x, 18x, 21x, 22, 23x, 81k, and 32x.

The share of benefit costs atiributed to medical benefits is based on MCC|'s Financial Call data
for Florida from Policy Years 2012 and 2013 projecied to July 1, 2017.

In some components of the analysis MCCI may rely on other data sources, which are
referenced where applicable.

Haospital Inpatient Fee Schedule
In Florida, payments for hospital mpatient senices represent 18.0% of total medical payments.
To calculate the percentage change in mazimums for hospital inpatient semnvices, we compans
the maximum reimbursements for each hospital inpatient bdl under the current and proposed
fee scheduls.
The current MRA for each hospital inpatient blll is calculated as follows:
» [f total frended charges (excluding charges for implants) are 350,881 .34 or less,
Curment MRA = cument per-diem allowance x length of stay (LOS)
» [f total frended charges |(excluding charges for implants) are greater than 558,321.34,
Curment MRA = total trended charges (excluding charges for implants) = 75%
The proposed MRA for each hospital inpatient bill is calculated as follows:
» [ total frended charges (excluding charges for implants) are 365,587 .00 or less,
Proposed MRA = proposed per-diem allowance x LOS
» [ total frended charges |excluding charges for implants) are greater than 565,587.00,
Proposed MRA = wotal trended charges (excluding charges for implants) x 75%

Mote that implants are excluded from the abowve reimbursement since they are reimbursed
separately as a function of invoice cost.
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The charge for each hospital inpatient bill was adjusted to refliect changes from past price levels
(“coverage from” date, indicating the beginning of an inpatient episode) o the price levels
projected to be in effect on the proposed effective date of the hospital inpatient fee schedule
(July 1, 2017). The trend facior is based on the U 5. hospital inpatient component of the
medical consumer price index [MCPI).

Hospital Inpatient
Semnice | MCPI Change from
Year July of Previous Year

2013 4.4%
2014 5.T%
2015 S.8%

2018 4.6% (Estimated)

The MCFPI change from 7/1/2015 to 7/1/2016 is estimated using a three-year average of the
obsened MCPI for 2013-2015 which is equal to 1.048 (= [1.044+1.057+1.028) / 2). The trend
factor applisd to each inpatient il is calculated as follows:

Trend Factor = 1 D410 - cowemge fum deel
The owerall change in maximum reimbursements for hospital inpatient services s a weighted
awverage of the percentage change in MRA (proposed MRA [ cument MEA) by bill, wsing current
costs by bill as the weights. The overall weighted-average percentage change in MRA s
estimated to be -0.2%.

The table below summanzes the estmated mpacts by categony:

PR Percentage
Category of Inpatient Bill Distribution Change in

of Costs

MRA

Bills With Trended Charges Less Than $508.801.34 15.4% +8.5%
Eills With Trended Charges Between 538,801.34 and $85,587.00 24% -71.4%
Eills With Trended Charges Greater Than $65,537.00 B2 2% 0.0%
Total 100.0% -0.2%

Since the overall average maximum rembursement for hospital mpatient senvices decreased,
MCC| expects that 50% of the decrease in maxamum reimbursements would be realized on
hospital inpatient price levels. The estimated impact on hospital npatient after applying the price
realization factor of 0.50 is -0.1% (= -0.2% x 0.50). The estimated impact for hospital inpatent
services is then multiplied by the Florida percentage of medical costs atiributed to hospital
inpatient payments {19.0%) to amve at the estimated negligible decrease on medical and
owerall workers compensation costs.
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Hespital Outpatient Fee Schedul

In Florida, paymenis for hospital outpatient services, excluding surgical implants, represent

17 6% of total medical payments. To calzulate the percentage changs i maximum
reimbursements for hospital outpatient senices, we calculate the percentage change in MRA for
each procedure. The owerall change in maximum reimbursements for hospital outpatient is a
weighted average of the percentage change in MREA (proposed MBA  cument MRA) for each
procedurs code using the observed payments for each procedure code as the weights. The
current and proposed MRAs are calculated as follows:

Cateqgory 1 Procedures:

Rembursement for hospital cutpatient category 1 procedures will remain under the scheduls of
MRAs listed in the HCPRM, 2014 edition.

Category 2 and 3 Procedures:

For each relevant procedure code,
Cument MRA = Base Rate x Geographic Modifier

Where:

= The base rate for a Category 2 or Category 3 service is provided in Appendices B and ©
of the Florida Waorkers Compensation Reimbursement Manual for Hospitals.

= The Geographic Modifer is provided in Appendic A

For each relevant procedure code,
Proposed MRA = Base Rate x Geographic Madifier

Where:
= The base rate is provided m Appendices B and C of the proposed RMH
= The Geographic Modifier is provided in Appendix &

The overall weighted percentage change in MRA for hospital culpatient services, including
Category 2 and Category 3 but excluding surgical implants, is estimated to be +21.8%._ Since
the owerall average maximum reimbursement for hospital cutpatient senvices increased, the
percent expected to be realized from the fee schedule increase s estimated according to the
formula B0% x (1.10 + 1.20 {price departure}). Since a reliable price depariure could not be
calculated, the percent expected to b= realized from the fee schedule increase is assumed to be
30%. The esfimated impact on hospital outpatient payments after applying the price realzation
factor of 30% 5 +17 5% (=0.80 = +21.8%)

Page 5 of & COMNTACT: CHRIS BAILEY
4742016 Telephone (BSO) 322-4047 « Fax (S61) 393-5106
E-mal: Chris_Balleygneel com

& Copyright 2016 National Councl on Compansation Insurance, Inc. Al Rights Resenved.

41 of 50



AMNALYSIS OF PROPOSED CHANGES TO

2017 Edition

THE FLORIDA REIMBURSEMENT MANUAL FOR HOSPITALS
FROPOSED TO BE EFFECTIVE JULY 1, 2017

The above impact of +17.5% s then mukiplied by the Florida percentage of medical costs
atiributed fo hospital cutpatient payments excleding surgical mplants (17.6% ) to armve at an
estimated impact of +3.1% an medical costs. The resulting impact on medical costs is then
multiplied by the percentage of Florida benefit costs atiributed to medical costs (T0.77%) to amive
at the estimated impact on Florida overall workers compensation costs of £#2.27%.

Summary of Estimated Impacts

The estimated impacts dus o the changes in the hospital inpatient and hospital outpatient fee
schedules are summarized in the following table:

in Florida = {1} x [2)

(A} (8) (T} (D)
ssomated | Share of Estimated | _ .
“T..ﬁz u':;" Medical Impact On s !E:f;a“ E:E:t{; on
Saryice Costs Medical Cosis
(A) x (B) {C) = {2}
Hospital Inpatient -0.1% 19.0% negligibde niegligible
Hospital Qutpatient +17.5 17.8% +3.1% +2.2%
(1) Total Estimated Impact on Florida Medical +3.1%
Costs
(2) Medical Costs as a Percentage of Overall Workers Compensation .
; TD.7%
Benefit Costs in Flonda
{3} Total Impact on Overall Workers Compensation System Costs +7 2%

& Copyright 2016 National Council on Compansation Insurance, Inc. Al Rights Resernved.

Page 6 of 6
AF142016

CONTALT. CHRIZ BAILEY

Telephone: (B50) 322-4047 » Fax (561) 803-5108

E-mal: Chris_Balleygnccl.com

42 of 50




2017 Edition

EXHIBIT 11 - ANALYSIS OF PROPOSED
CHANGES TO THE FLORIDA ASC
MAXIMUM REIMBURSEMENTS PROPOSED
TO BE EFFECTIVE

JULY 1, 2017

Content begins on the next page.

43 of 50



2017 Edition

I I".'.fj AMNALYSIS OF PROPOSED CHANGES
= TO THE FLORIDA ASC MAXIMUM REIMEURSEMENTS

FROPOSED TO BE EFFECTIVE JULY 1, 2047

MCCl estimates that the proposed changes to the Florida Ambulatory Surgical Center
(ASC) Maximum Reimbursement Amounts [MRAs), proposed to be effective July 1, 2017,
would result in an estimated overall Florida workers compensation system cost impact of
+0.6% (+522M'").

Please note that the estimated cost impact is based on the provisions summarized
below, which may differ from the final implemented version. i the final version is
different from the provisions included here, HNCCl would perform an analysis based on
the ratified rule and the impacts stated in this analysis may change accordingly.

Summary of Proposed Changes

The Flonda Dwision of Workers' Compensation (FL DWC) proposes the following change to the
ASC MRAs in the Reimburserment Manual for Ambwlatory Surgical Centers (RMASC):

e« Update the list of MRAs contained in Chapter & of the RMASC

Fior those procedure codes not listed on the proposed fee schedule, the mazimum
reimbursement would remain at 80% of blled charges.

Actuarial Analysis

MCCIs methodology to evaluats the impact of medical fee schedule changes includes three
rriajor steps:

1. Caleulate the percentage change in maximum reimbursements
a. Compare the cument and proposed maomuem reimbursements by procedure
code and determine the percentage change by procedurs code
b. Calculate the weighted average percentage changs m maximum rembursements
for the fee schedule using observed payments by proceduwre code as weights

2. Estimate the price level change as a result of the proposed fee schedule
a. MCCI research by Frank Schmid and MNathan Lord (2013), "The Impact of
Physician Fee Schedule Changes in Workers Compensation: Evidence From 31
States”, suggests that a portion of a change n maximum reimbursements is
realized on payments mpacted by the changs.
b. Inresponse to a fee schedule decrease, MCCI research indicates that payments
decine by approximately 50°% of the fee schedule change.

" Owerall 5ystem costs ane based on 2015 net wiithen premium for Irsurance companies Incuding an estimate of seil-
Iresuresd premium 3 prosided by e Flonda Civision of Workers' Compsensation. The estimaied dollar impac Is e

percent Impact displayed murpled by 53,6450 This figure does not Indude he pollcyholder retained portion of
gdeguctbie poliges, or adustments for SUDSEqUENt changes In premium levels. The use of premium a5 the basls Tor

the dolar Impact assumes that expenses and other premium adjustments will be afecied proportionaily to the changs
In perefit costs.
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c. Inresponse to a fee schedule increase, NCCI research indicates that payments
increase by approximately 80% of the fee schedule change and the magnitede of
the response depends on the relative difference betwesn actual payments and
fee schedule maximums [i.e. the price departure).

1. The formula used to detemine the percent realized for fee schedule
increases is B0% x (1.10 + 1.20 x (price depariure)).

3. Determine the share of costs that are subject to the fee scheduls
a. The share is based on a combination of fields, such as procedure code, provider
type, and place of service, as reporied on the FL DWC detailed medical dats, to
categonze payments that are subject to the fee schedule.

In this analysis, MCCl relies primarily on two data sources:

« Detailed madical data provided by the FL DWC with dates of senice between January 1,
2015 and December 31, 2015,

# The share of benefit costs atiributed to medical benefits is based on MCCI's Financial
iZall data for Florida from the latest two policy years projected to July 1. 2017.

In some components of the analysis NCCl may rely on other data sources, which are
referenced where applicable.

B5C Services

In Florida, payments for ASC services represent 9.4% of total medical payments. To calculate
the percentage change in maximums for ASC services, NCCI calculates the percentage change
im rmaximums for each procedurs code. The overall change in maximurms for ASC sendices is &
weighted-average of the percentage change in MRA {proposed MRA [/ curment MRA) by
procedurs code weighted by the observed payments by procedure code as reported in detailed
medical data provided by the FL DWC for Sennce Year 2015, The overall weighted-average
percentage change in MRAs is estimated to be #12.6%.

Since the overall average maximuem rembursement for ASC senvices increased, the percent
expected to be realized from the fee schedule increase s estimated according to the formula
80% x (1.10 + 1.20 (price departure}). Since a reliable price departure could not be calculated,
the percent expected to be realzed from the fee schedule increase is asswmed o be 80%. The
estimated impact on ASC payments afier applying the price realization factor of B0% is +10.1%
(=080 x +12.6%).

The above impact of +10.1% = then multiplied by the Florida percentage of medical costs
atiributed to ASC payments (8.4%) to armive at the estimated mpact on medical costs of
+0.8%. The resulfing impact on medical costs is then multiplied by the percentage of Florida
benefit costs attnbuted to medical benefits (70.7%) to amve at the estimated impact on Flonda
overall workers compensation costs of +0.86%.
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The estimated impact due to the changes to the ASC MRAs is summarized in the table below:

(A) (B) (C) (D)
Estimated , B
Impact on Medical Estimated Estimated Impact
T § Cost Impact On o Il Cost
YPEO1 | pistribution | Medical Costs | 7 -0 LO5E
Service
(A} x (8] {C) = {2)
ASC +10.1% b4% +0.8% +0.6%
(1) Estmated Impact on Florida Medical Costs +0_5%
(2} Medical Cosis as a Percentage of Owerall Workers Compensation 70.7%
Benefit Costs in Florida e
(3] Estimated Impact on Owverall Workers Compensation System +0.6%
Costs in Florida = (1) x (2] .

© Copyright 2016 National Council on Compansation Insurance, Inc. All Rights Resenved
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EXHIBIT 12 - ISSUES ADDRESSED FY 2015-2016

ISSUES ADDRESSED BY OMBUDSMAN AND
HELPLINE TEAMS FY 2015-2016

Madical
Aul:hur'natli:-.n 5,2“5

CarrierfAd)
Phone Number 4,861

Heotice of Il
e or Injury 3,17

T Partial
e Genehits 2,31

Ferm Filing 2,33'

T Tatal
T Benetis 2153

Coverage Check 1,359
Comparaatiliy 1139
P F
Mﬂ::r[;iﬁi Ilnn
Additional Benefits ',l'm]

Petition for Benefits 608

Average Weakly Wage d,ga

Impairment Benefits dﬁu

o 1,000 2,000 3,000 4,000 5,000 6,000
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EXHIBIT 13 - INFORMAL DISPUTE ISSUES FY 2015-2016
TOP 10 ISSUES FY 2015-2016

Issue Resolved Unresolved Resolved
Average Weekly Wage 13 2 87%
Medical Authorization 242 14 95%
First Report of Injury 3 0 100%

Indemnity - TPD 45 4 92%
Indemnity - TTD 38 2 95%
Compensability 1 4 20%
Penalties & Interest 26 0 100%
Medical Mileage 26 3 95%
Medical Bills 39 2 95%
Impairment Income Benefits 3 0 100%
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EXHIBIT 14 - TOP 5 MOST FREQUENT ISSUES LISTED
ON A PFB

Chart based on data from the Office of Judges of Compensation Claims between May of 2015 and November of 2016.
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EXHIBIT 15 - NUMBER OF PFBS FOR MEDICAL
AUTHORIZATION FILED WITHIN 28 WEEKS OF THE DATE

0 F ACC I D E N T Chart based on data from the Office of Judges of Compensation Claims between May of 2015 and November of 2016.
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