
CALIFORNIA WORKERS’
COMPENSATION REFORM:
SENATE BILL 863 WHAT
JUST HAPPENED?

GENERAL OVERVIEW

Governor Jerry Brown signed Senate Bill
(SB) 863 into law to address increased
claim costs within the existing workers’
compensation system in California.
Following the last major California
workers’ compensation reform of SB 899
in 2004, workers’ compensation claim
costs had an initial, but short-lived,
decrease. However over the past eight
years since these reforms we have seen
these costs steadily increase.

In order to address the cost drivers in the
system, SB 863 reflects a negotiated
compromise between labor and
employers to try to improve the system
for both.

According to Governor Brown,
(BusinessInsurance.com, September
18, 2012) the signing of S.B. 863 will
“reduce costs to businesses and protect
workers by cutting out hundreds of
millions of dollars in waste from
California's workers compensation
system.” The governor said it will reduce
employers' workers’ compensation costs
by nearly $1 billion, reduce litigation,
claim adjustment expenses and other
frictional costs.

THE IMPACT

SB 863 is a broad reform that touches
more than 70 different areas of the
workers’ compensation system. Many
areas have regulations that will need to be
developed; therefore, their impact will
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not be immediate. Most changes will be
effective January 1, 2013, and some not until
January 1, 2014.

PERMANENT DISABILITY
The most significant impact of the bill
involves increases in permanent disability
benefits for employees. The WCIRB
(Workers Compensation Insurance Rating
Bureau) estimates an overall benefit level
increase of 1.8% in 2013 and 3.1% in 2014.
This translates into a $700 million increase
annually according to WorkCompCentral.

Permanent disability for “add-on” injuries
(sleep dysfunction, sexual dysfunction and
psychiatric disorders) that were used by
applicant attorneys to increase the
permanent disability awards and settlements
have been eliminated in order to offset an
increase in the permanent disability for
orthopedic injuries.

Injured workers will still be entitled to
treatment and temporary disability for these
types of injuries, and permanent disability for
these types of allegations may be pursued if
an employee is the victim, the witness to a
violent incident or suffers a catastrophic
industrial injury. Overall, however, the intent
is to alleviate claim delays and frictional costs
in the form of med-legal exams and litigation
associated with these “add-on” claims.

This issue of You Should Know is
one in a series of brief articles
designed to keep our clients
abreast of significant breaking
news in the claim and loss control
areas that could affect their
operations or exposures.
Additional information about this
and other topics can be obtained
from your Regional Strategic
Outcomes Practice Associate.

http://www.BusinessInsurance.com
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Additional compromises made to employers to offset the
increase in permanent disability rates include:

� Elimination of the 15% permanent disability
“adjustment” for failing to offer suitable employment
(regular, modified or alternative work) within 60 days
of the worker reaching maximum medical
improvement.

� Reduction of requirement to pay permanent disability
advance payments if the employer offers employee a
position that pays at least 85% of pre-injury wages or
the employee returns to work at another employer at
full wages. This simple change will assist in the
elimination of overpayments and enhance ability to
resolve claims.

The final item added to the bill was a $120 million fund for
workers who suffer a disproportionate loss of earnings
because of an industrial injury. The details regarding who
will be eligible for these benefits and how they will be
administered need to be developed by the administrative
director.

MEDICAL TREATMENT AND LIENS
INDEPENDENTMEDICAL REVIEW (IMR) To reduce time
delays with the current utilization review (UR) process
regarding a medical treatment dispute, starting with
injuries that occur after January 1, 2013, a 30-day
independent medical review process will be implemented
to make the final decision about medical treatment based
on review of the medical evidence. A medical exam will no
longer be required. (LC4062, LC4062.1 and LC 4062.2)

MEDICAL PROVIDER NETWORK (MPN)
REQUIREMENTS SB 863 allows for several strengthening
measures relative to medical provider networks (MPN).

� Employer’s failure to provide notice of the network
“shall not be basis for the employee to treat outside the
network unless it is shown that the failure to provide
notice resulted in a denial of care.” If an employee is not
entitled to treat outside the MPN, the employer will be
absolved of liability for treatment or its consequences.

� Self-procured medical reports outside the MPN cannot
be the sole basis of an award for compensation;
however, issues raised in the self-procured report must
be addressed by either the primary treating physician
or a qualified medical evaluator.

� The employer must be granted an
expedited hearing within 14 days if an
employee seeks treatment outside of the
MPN.

� A primary treating physician (PTP) will
be included in MPN only if the PTP
provides written acknowledgement
agreeing to be a member of the MPN.

� Every MPN must provide one or more
persons to serve as a medical access
assistant to help injured workers obtain
treatment and appointments.

FEE SCHEDULE
The bill requires the administrative director
to adopt or modify fee schedules for
ambulatory surgical centers, home health
care, copy services and certified interpreters.

LIENS
The bill outlines aggressive measures to
address the lien issues which have overtaken
the California workers’ compensation system
causing delays and increased costs.

� Effective January 1, 2013, there will be a
$150 lien filing fee for new liens and a
$100 lien activation fee for existing liens.

� The statute of limitations for filing a lien
has been shortened to three years from
date of service for dates of service on or
after January 1, 2013 and to 18 months for
dates of service after July 1, 2013.

� Failure to pay filing or activation fees
and/or to file liens timely can lead to
dismissal of liens.

SUPPLEMENTAL JOB DISPLACEMENT
BENEFIT (SJDB)
Several positive changes to the SJDB program
adopted including:

� A voucher issued on or after January 1,
2013 shall expire two years after the date
the voucher is furnished to the employee
or five years after the date of injury,
whichever is later.” LC 4658.5(d)



� Another positive change included in LC 4558.5(e)
clarifies that the employer is not liable for any
injury to a worker utilizing the voucher. What was
once considered a work-related injury under the
old “vocational rehabilitation” system is no longer
valid.

� The voucher will be allowed up to a flat rate of
$6000 regardless of the level of permanent
disability, can be utilized for expanded use
including for computers, and cannot be settled.
(LC 4658.7)

There are many other changes (including self-
insurance plan administration, independent bill
review process (IBR), home health care retroactive
payment obligations, expedited hearings, medical bill
procedures and time limits, med-legal procedures,
spinal surgery hardware duplicate payment
allowances) that will help manage costs or improve
and/or clarify procedures in the existing claim
administration process.

SUMMARY

It will be necessary to diligently monitor the
regulatory process, because the ultimate impact of SB
863 will be determined by those regulations. These
emerging regulations underscore the need for
employers to continue developing and expanding their
risk management strategies. This will best be done by
working closely with their Willis loss control and claim
consultants in developing innovations within the
scope of human capital risk management. We must
continue to work toward positive change for the
California Workers’ Compensation system and help
employers develop new cost containment strategies.
Working together, we will need to expand our ability to
identify and mitigate risk that ultimately manifests as
workers’ compensation claims.

As the regulations of SB 863 are developed and
implemented, your Willis claim consultant will
continue to keep you advised of the changes in order to
be sure you and your claim administrator are adopting
the regulations to benefit your California workers’
compensation program.
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CONTACT

For additional information contact your
Willis Client Advocate® or:

Teresa L. Pacelli, AIC, CIC
Senior Claim Consultant
Willis Strategic Outcomes Practice
+1 503 546 7506
teresa.pacelli@willis.com

For information on other claim and loss
prevention issues or to read prior editions of
You Should Know or other Strategic
Outcomes Practice publications, please visit
our site on willis.com.

The observations, comments and suggestions we
have made in this publication are advisory and are
not intended nor should they be taken as legal ad-
vice. Please contact your own legal adviser for an
analysis of your specific facts and circumstances.

http://www.willis.com/Client_Solutions/Services/Claim_and_Risk_Control/Publications/



