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California Workers’ Compensation Institute S

Mission Statement:
Improving the California workers’ compensation system

through research, information, education, and representation

« Established in 1964;

« Private, nonprofit organization of self-insured employers and insurers
dollars;

P ing over 85% of p
* Senior Staff of highly experienced experts;
* Dedicated to improving the California workers’ compensation system through four primary functions:
v Education
v Information
v' Representation
v Research

CWCI: Background G

Website

+ Public & Member-Only Research

« Interactive Research Applications

Research Reports What's New
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CWCI Member Interactive

Claims Monitoring Regional Scorecard

| IRIS | \ T A

IRIS Benchmark Suite
e — |

Pharmaceutical Analytics MTUS Formulary

IMR

il

Outcomes on the Declining Opioid Trend os G

Agenda

* Recent Trends in Opioid Utilization and Cost by
o Region & Industry
o Injury Mix & Claims Characteristics
o Outpatient Services (Physical Medicine)

* Opioid Utilization Management

« Pain Management Alternatives: Integrating Marijuana in WC

* Opioids and Medicare Set-a-sides

Managing Medical/Rx Utilizatio os G

From Medical Request to Approval and Service Delivery

*  Supply and Demand Side Controls
o Group Health: copays, deductibles, contractual language
o Workers’ Comp: fee schedules, dispute resolution
Bill review
Claims adjuster
Case (Nurse) Manager
Utilization Review Physician (UR)
5. Independent Medical review (IMR)
¢ Medicare Admin =2% ; CAWC = 48%
¢ Rxmakes up 34% of IMR

L=
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Opioids in Workers’ Compensation

Sizing up and managing the opioid epidemic
* “Cure and relieve” and pain as a “vital sign”
* The Skew: high volume opioid prescribers

‘Workers’ compensation public policy research

The rise of evidence-based medicine and guidelines

Pharmacy Benefit Management Vendors

Prescription Drug Monitoring Programs

Celebrity fatalities
Class action lawsuits against opioid manufacturers

Drug formularies
Medical dispute resolution: utilization review and independent medical review

2022 CWCL Al Righis Reserved ‘

Medical Treatment Patterns - Pharmacy G

Share of Scripts by Service Year and Therapeutic Group
40%
30% +91%
20%
10% —_— Opioids
-65%
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
== Anti-Inflammatory 17.8% 18.3% 21.1% 24.1% 26.3% 27.5% 31.0% 332% 33.8% 34.0%
w==(pioid 29.2% 285% 27.0% 24.1% 222% 198% 149% 11.7% 104% 10.2%
— Anticonvulsant 5.4% 52% 6.1% 6.8% 7.7% 8.5% 9.6% 10.0% 10.5% 10.1%
~——Dermatological 5.8% 6.1% 5.8% 4.8% 4.9% 5.5% 6.4% 7.8% 8.5% 8.8%
— Antidepressant 5.8% 5.9% 5.2% 5.4% 5.5% 5.7% 6.3% 6.6% 7.0% 8.0%
——Musculoskeletal 9.7%  99% 10.1% 105% 106% 10.5% 7.1% 67% 65%  6.0%
—Ulcer 72%  74%  74%  T1%  66% 64% 62% 59% 59% 5.6%
022 CWCI All Rights Reserved Source: CWCI - IRIS valued through Dec 2021 °

Pharmaceutical Trends

Opioids vs. NSAIDs
JAMA March 2018 6;319(9):872-882 (Krebs, Gravely, Nugent, et al.)

Effect of Opioid vs Non-opioid Medications on Pain-Related Function
in Patients With Chronic Back Pain or Hip or Knee Osteoarthritis
Pain: The SPACE Randomized Clinical Trial

= Treatment with opioids was not superior to
treatment with non-opioid medications for improving

L4
pain-related function over 12 months \ @-ﬁ-
s
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Medical Treatment Patterns - Pharmacy G
Share of Payments by Service Year and Therapeutic Group
30%
Anti-Inflammatories
o
0% +96%
10%
Opioids
» 77%
" 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
e=eAnti-Inflammatory  13.4%  132% 158% 17.6% 16.9% 14.7% 132% 152% 233% 25.0%
— Dermatological 129% 14.0% 13.9% 12.7% 162% 184% 16.7% 17.9% 158% 17.2%
—Anticonvulsant 4.9% 53% 5.7% 7.0% 9.1% 113% 143% 141% 106% 8.6%
—Ulcer 103%  9.7% 9.0% 9.1% 6.4% 6.8% 57% 6.1% 6.7% 6.3%
w==(pioid 262% 24.5% 22.7% 208% 184% 159% 124% 9.4% 6.4% 5.8%
——Musculoskeletal 57% 6.7% 5.7% 6.3% 6.8% 6.7% 4.2% 3.5% 4.6% 3.9%
—Antidepressant 5.9% 6.2% 4.6% 4.9% 4.4% 3.5% 3.3% 2.8% 3.3% 3.0%
Rights Reserved Source: CWCI — IRIS valued through Dec 202 (]

Medical Treatment Patterns - Pharma (O

60%

40%

20%

0%

Share of Scripts by Service Year: Opioids

2007 2009 2011 2013 2015 2017 2019
'—Hydrocodone-Acetaminophen 58.0% 57.1% 58.3% 553% 46.5% 44.8% 46.7%
~——Tramadol HCI 12.1% 11.6% 11.6% 15.8% 21.0% 23.5% 19.9%
~=——Oxycodone w/ Acetaminophen 2.6% 4.5% 5.4% 5.6% 7.0% 8.2% 9.8%
2.6% 4.9% 5.2% 4.9% 5.2% 4.9% 6.3%
4.9% 3.4% 3.4% 1% 2% 9% 4%
~——Buprenorphine 0.2% 0.4% 1.0% 1.5% 1.7% 2.1% 3.5%
~=——Morphine Sulfate 1.4% 22% 2.5% 2.5% 2.3% 2.3% 3.0%
~——Tramadol-Acetaminophen 2.4% 2.4% 52% 5.4% 5.6% 4.1% 1.8%
~=——Methadone HC1 0.7% 1.0% 0.9% 0.8% 0.6% 0.4% 0.7%
~=——Hydromorphone HCI 0.4% 0.7% 0.9% 1L1% 1.0% 0.8% 0.8%
~——Tapentadol HCl 0.2% 1.0% 1.2% 1.2% 1.0% 1.1%
~——Fentanyl 1.6% 22% 2.1% L7% 1.3% 0.7% 0.7%
Medical atment Patterns - Pharma
Share of Payments by Service Year: Opioids
60%
40%
20%
—
o L 2013 201 2017
‘= Buprenorphine 1.5% 3.0% 4.8% 6.5% 11.6% 14.6%
~——Hydrocodone-Acetaminophen 31.0% 253% 27.6% 26.6% 21.7% 15.4% 12.0% 18.8%
~——Oxycodone 11.6% 24.1% 23.3% 17.0% 16.2% 16.9% 17.1% 18.3%
~—Oxycodone w/ Acetaminophen 3.0% 5.2% 6.9% 6.6% 10.0% 7.5% 9.6% 11.2%
—Tramadol HCI 9.5% 6.0% 0% 16.6% 17.3% 21.9% 9.7% 10.0%
~—— Tapentadol HCT 0.5% 0% 3.5% 4.38% 7o 6% 6%
~——Morphine Sulfate 4.0% 4.9% 5.6% 4.2% 4.0% 2.8% 2.5% 2.4%
~——Hydrocodone Bitartrate 0.8% 1.6% 1.7%
= Acetaminophen w/ Codeine 1.7% 0.9% 0.8% 0.5% 1.0% 1.2% 0.8% 1.2%
~=——Oxymorphone HCI 0.9% 3.5% 6.4% 3.5% 2.8% 1.7% 0.7%
~——Fentanyl 13.1% 14.0% 11.5% 9.9% 9.2% 7.6% 19.7% 0.7%
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Medical Treatment Patterns - Pharmacy G

Share of Scripts by Service Year: Anti-Inflammatories
o0%
0% :
20%
0%
2007 2009 2011 2013 2015 2017 2019 2021
= Ibuprofen 32.0% 26.0% 26.2% 27.3% 28.9% 33.1% 40.5% 41.2%
~——Naproxen 32.8% 34.4% 36.1% 30.6% 27.4% 25.6% 25.0% 24.4%
——Meloxicam 1.9% 2.6% 2.9% 3.8% 6.8% 7.0% 10.2% 10.8%
——Celecoxib 5.1% 8.4% 7.5% 7.3% 5.7% 6.3% 6.3% 7.2%
abumetone: 6.3% 6.9% 6.8% 9.3% 14.0% 3.6% 5.0% 4.1%
——Etodolac 4.7% 5.5% 4.5% 6.0% 32% 7.9% 5.4% 4.0%
—Diclofenac 4.3% 4.3% 5.3% 5.6% 6.7% 4.7% 2.6% 2.4%
~——Fenoprofen Calcium 0.6% 0.8% 1.6%
—Ketorolac Tromethamine 3.0% 2.9% 22% 2.2% 22% 1.9% 1.7% 1.4%
~——Flurbiprofen 1.0% 1.7% 3.0% 22% 0.4% 1.2% 1.3%
~——Ketoprofen 2.6% 3.2% 4.0% 3.1% 1.0% 8.7% 0.1% 0.7%
2022 CWCL Al Righs Resevd Soure: WCT R vl g Dee 2021 @)
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Medical

Share of Payments by Service Year: Anti-Inflammatories
80%
40%
20%
0%
2007 2009 2011 2013 2015 2017 2019 2021
~——Fenoprofen Calcium 1.2% 21.7% 36.7%
~——Naproxen 32.5% 26.2% 26.5% 19.1% 24.3% 21.8% 27.7% 18.0%
—Ketoprofen 4.4% 13.3% 17.9% 11.7% 4.9% 18.7% 23% 12.0%
~—TIbuprofen 9.3% 4.6% 4.2% 3.6% 3.8% 8.0% 10.7% 7.9%
—Celecoxib 12.0% 19.0% 17.9% 19.5% 15.0% 9.9% 7.1% 7.2%
0.9% 1.3% 1.3% 1.8% 1.2% 4.4% 7.4%
cls 4.7% 4.4% 6.5% 5.8% 8.1% 11.2% 3.7% 2.7%
~—Etodolac 5.2% 4.5% 2.9% 32% 2.0% 6.3% 3.9% 2.0%
~——Nabumetone 7.1% 6.9% 6.7% 6.1% 7.3% 1.8% 2.1% 1.8%
~—Flurbiprofen 4.3% 10.2% 22.1% 21.7% 5.0% 2.9% 1.8%
202 CWCL A Righs R Soure: CWCT- RIS vl v Dec 2021 @)

14

ion at 24 Months

Industry

Variables in Trending Opioid Utilization:

Percentage of claims with opioids. The number of claims with at least one opioid prescription as a proportion
of all claims.

Prescriptions per opioid user. The ratio of prescriptions filled divided by the number of opioid users,
regardless of the number of doses or strength of each dose.

Morphine Milligram Equivalents (MMEs) per opioid prescription. The average amount of drug agent in
each prescription. This amount is calculated by multiplying the number of units (e.g., tablets or capsules) by
the drug strength and its MME conversion factor. This adjusts for differences in potency, making it possible to
include all types of opioids in the calculation.

Morphine milligram equivalents (MMEs) per opioid user. The sum of MMEs across all prescriptions per
opioid user (i.e., the product of the previous two measures).

Calculating Total Daily Dose of Opioids For Safer Dosage, U.S. Department of Health and Human Services, Centers for Disease Control and Prevention.
total_daily_dose-a.pdf)

2022 CWCL. Al Rights Reserved Source: CWCI - IRIS valued through Dec
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Opioid Utilization at 24 Months by Indust

Percentage of all Claims with Opioid Prescriptions

Percent of Claims at 24Ms with
40% - 1+ Opioid Prescriptions

30% 1 23,39 247% 247% 2439, 24.9% 23.6%25.5% 53 50,

17.4%
10.3%
10% - l 57-'/;, 47%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

2022 CWCL All Rights Reserved Source: CWCI - IRIS valued through Dec 202
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National Pharmaceutical Trends & Pain Management oS &

Percentage Change in Claims with Opioid Prescriptions
Indemnity Claims: AY 2012/14 — AY 2016/18

AR CA CT DE FL GA IA IL IN KS KY LA MA MD MI MN MO NC NJ NV NY PA SC TN TX VA WI

0% + Il G it G G G Il Il G Il G Il G Il Il G Il Il i 0 0 Il Il Il ll Il G
~10% |
10% "10% B -10% -10% -10% 1o, B-11%-11%
4 130 -12% -12% 1% 0s
+13% 1% :
20% | . -
20% 3,

16% 1
18%-17% -16% 150, e
-19% 20%
2%
25%
30%

Source: WCRI 2019 o

Opioid Utilization at 24 Months by Industry
Claims with Opioid Prescriptions

Average Prescriptions at 24Ms
1+ Opioid Prescriptions

1 4 42
|30 4.0 40 35 39 Lo
IIIiIQi

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

o - wow s ow

022 WL A Rihs Resrs Sourees CWCI - IRt vl trougn Dec 2021 (@)
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Utilization at 24 Months by Industry
Claims with Opioid Prescriptions

Average Morphine Equivalents
per Script at 24Ms

600 4 504 509 507

478 462
500 7 P
400 - 318 313 g6
300 -
200 -
100 -

2007 2008 2009 ’OIU 2011 ZU!’ 2013 7014 2015 2016 2017 2018 2019

2022 CWCL Al Righis Reserved.
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Opioid Utilization at 24 Months by Industry os G

Claims with Opioid Prescriptions

Average Cumulative
Morphine Equivalents at 24Ms
RA00 - 043 2,027 2089

b 000 | L1932 819 1797|w
1,600 - I I I I I 1270 161
1,200 -
1T
0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 70[7 70[3 2010

s %
=]
88
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1 Pharmaceutical Trends & Pain Management s &

Percentage Change in Opioid Strength (MMEs)
Indemnity Claims: AY 2012/14 - AY 2016/18

AR CA CT DE FL GA IA IL IN KS KY LA MA MD MI MN MO NC NJ NV NY PA SC TN TX VA WI

20% 1
0% E R | l EE
20% IM’
zz% 2219 31 23% %
o o 30% 05 -31 d
40% | 34/" 3% 33% 7% 3‘/ 36%|
o -42% ago, 4% % -44%
$20750%
-60%
022 CWCI. All Rights Reserved. Source: WCRI 2020 o
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Opioid Utilization at 24 Months by Industry

Construction (Highest Industry Use) Food Service (Lowest Industry Use)

Morphine Equivalents Per Script.

CWCL All Rights Reserved.

22

Impact of Declining Opioi Systemwide Costs @S &
Percentage of Claims with and without Opioid Use
Indemnity Claims at 12 Months from First Treatment
AY 2008 AY 2020
With
Opioids With
49% p Opioids .
Without Without
Opioids Opioids
51% 83%
5, AY 201819, valued at 1221 65% decline in Indemnity
claims with opioids [>]
23
Opioid Trends os G
Opioid Utilization
All Claims by Region
Regional Use of Opioids Pent of Claims with Opioids by Region
No No With
Opioids | Opioids IRegion Opioids | Opioids
18.6% 14.9% Bay Area 88.6% 11.4%)
7.5% 8.0% (Central Coast 85.3% 14.7%|

17.4%  17.4%
22.7% 18.7%

86.1% 13.9%)|
88.3% 11.7%|

3.2% 4.0% 83.1% 16.9%|
1.5% 2.0% 82.0% 18.0%|
7.8% 8.5% 85.1% 14.9%|
0.1% 0.1% 89.2% 10.8%|

21.2% 26.3%
100.0%j 100.0%

83.4% 16.6%|
84.1% 15.9%)|

Soure: CWCL- IRS: ndriy s, AY 01819, et 221 @)

24
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S
Opioid Utilization
Indemnity Claims by Region
Attorney Involvement Claim Closure
No No With

[Region Opioids | Opioids Region Opioids | Opioids

Bay Area 33.3%  66.3% Bay Area 81.5% 52.6%,
Central Coast 37.4%|  64.9% (Central Coast 80.7% 56.5%
Inld Emp/Orange 46.7%  71.6% Inld Emp/Orange 77.0% 53.9%,
ILos Angeles 48.3%  69.8% ILos Angeles 72.4% 47.7%|
No. Counties/Sierras|  28.2%|  52.3% orth Counties/Sierras| 82.7% 55.9%
Out of State 57.6%  78.5% Out of State 70.1%|  50.5%
San Diego 40.3%  69.3% San Diego 84.5% 55.5%|
[Unknown 50.0%|  20.0% Unknown 55.0%  20.0%
[Valleys 35.8% 64.8% Valleys 82.6% 59.4%
Grand Total 40.6%  67.3% Grand Total 78.9%|  54.2%

2022 CWCL Al Rights Reserved Source: CWCI - IRIS: Indemnity claims, AY 2018-19, valued at 12/2 °

25

Opioid Trends G

Opioid Utilization
Indemnity Claims by Injury Type
Pcnt Injuries Pcnt Clms

Top 5 injury No Top 5 injury No

Categories Opioids | Opioids Categories Opioids | Opioids
Musculoskeletal 49.9%| 66.0% Musculoskeletal 79.7% 20.3%
Spine 32.4%| 27.7% Spine 85.5% 14.5%
Skin/Subcutaneous | 13.6%|  3.9% Skin/Subcutaneous | 94.2% 5.8%|
Neurological 2.9%  2.2%| Neurological 88.8% 11.2%)
Mental/Behaviorial 1.2%  0.1% Mental/Behaviorial | 97.9%|  2.1%

2 CWCT. Al Righs Reservd Source: CWCT - IRIS:Indermity claims, AY 2018-19, valued at 1221 o
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S

Opioid Utilization & Average Cost
Indemnity Claims: Musculoskeletal Injuries
Medical Benefits +128%
530,000 117
+102%
Pcnt Clms $20000
.. $10,000
Top 5 injury No ‘
Categories Opioids | Opioids Med 12M  Med24M  Med 36M
Musculoskeletal 49.9% 66.0% = No Opioids $6,268 $9,512 S11.464
= Opioids $12,612 $20,594 526,139
Indemnity Benefits 11299,
$40,000 +93% +118%
530,000 °
$20,000
$10,000 ‘
0
Indem I2M  Indem24M  Indem 36M
Source: CWCI - IRIS: Indemity claims, AY 201519, alued at 122 =No Opioids ~ $7.813 $11,775 $13,712
2022 CW, All Rights Resered = Opioids $15,100 $25,764 $31,402 o

CWCI 2022. All Rights Reserved
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os G
Opioid Utilization & Average Cost
Indemnity Claims: Musculoskeletal Injuries

Total Claim Payments
+67%  +57%

$40.000 +52%
Pcent Clms o000 -
Top 5 injury No sto.000

i ioi ioi Total Pd Total Pd Total Pd
(Categories Opioids | Opioids oM P Sem
Musculoskeletal 49.9% 66.0% #No Opioids ~ $15,644 $30,558 SI8,675

Opioids $23,728 $51,025 $29276
TD Days +130%
200 496% iF125%
150
100
50
0
TD Days TD Days TD Days
12M 24M 36M
CWCI - IRIS: Indemity claims, AY 2018-19, valued at 12:2 =No Opioids ~ 56.6 735 774
WL Al Right = Opioids 1111 1653 178.1 Q
28

Opioid Trends: Outpatient Utilization os G

Physical Medicine Utilization & Average Cost
All Indemnity Claims: Sprains/Strains Non-Vertebral

Percent of Claims with Physical Medicine Average Paid Per Visit**

113 s116

Opioid Trends: Outpatient Utilization
Physical Medicine Utilization & Average Cost
All Indemnity Claims w Opioids: Sprains/Strains Non-Vertebral

Percent of Claims with Physical Medicine

162 165 7.1

Average Paid Per Visit™*
52,05 e a9 54,55 e s
— =

Average Visits per Claim

Average Payments per Claim**

171

s2,108

CWCI 2022. All Rights Reserved
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Opioid Trends

Opioid Utilization & Average Cost
Indemnity Claims: Spinal Cord Injuries
30000 Medical Benefits o
+101%
Pent Clms 520000 -
. . 10,000
Top § injury No * ‘
(Categories Opioids | Opioids ¥ Medizm Med 24M Med 36M
= No Opioids $6,268 $9,512 $11.464
- m Opioids. $12,612 $20,594 $26,139
Spine 32.4% 27.7%)|
Indemnity Benefits
$40,000 +118% +129%
$30,000 +93%
$20,000
$10,000
$0
- - Indem 12M  Indem24M  Indem 36M
: et = No Opioids $7.813 $11,775 $13,712
= Opioids $15,109 §25,764 $31,402

i

31

Opioid Trends

Opioid Utilization & Average Cost
Indemnity Claims: Spinal Cord Injuries
Total Claim Payments 135,
$40,000 +90% +114%
$30,000
Pcnt Clms 20000
Top S injury No $10,000
. .. .. $0
(Categories Opioids | Opioids Total Pd Total Pd Total Pd
12M 24M 36M
. = No Opioids ~ $17,672 $30.731 $38,085
Spine 32.4% 27.7% u Opioids $33,542 $65,895 $88,392
TD Days +127%
200 +120%
150 +85%
100
50
0
TD Days TD Days TD Days
WCI - IRIS: Indemnity claims, AY 201 alued a 12M 24M 36M
T =No Opioids ~ 49.1 692 734
= Opioids 90.9 152.5 166.8

i

Opioid Trends: Outpatient Utilization

Physical Medicine Utilization & Average Cost
All Indemnity Claims: Spinal Cord Injuries

Percent of Claims with Physical Medicine Average Paid Per Visit**

Average Visits per Claim

am

s

Source: CWCI - IRIS valued through Dec 202

CWCI 2022.

All Rights Reserved
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Source: CWCI 2022

2022 CWCL All Rights Reserved

Physical Medicine Utilization & Average Cost
All Indemnity Claims w Opioids: Spinal Cord Injuries

Percent of Claims with Physical Medicine Average Paid Per Visit™

193.9% 93.8% 9419 94.2%93.5% 94.9% 93, 0% 93.6% 94.4%

s126 3127

120
5127

Average Visits per Claim Average Payments per Claim®*

sz883
228 223 =

s2.297 52,394 53,017
Ts2.608

szzes 524

012
2013]
2014
2015
2015
1
2018
1
o
0
2014
206
217

34

Anti-Fraud & Abuse Activity: The Taming of the Skew s Gfi

Opioid Prescribers

100% ~
75%

50% //

25%

o P

/% 2% | 3N\ 4% | % | 6% | 7% | 8% | 9% | 10w | L

—Seripts

100%
33% | 46% | 55% | 61% | 66% | 70% | 73% | 75% | 77% | 79% | 100%

Paymenty 42% | 56% | 65% J 71% | 76% | 80% | 83% | 85% | 87%

88% | 100%

==MMEs

41% | 54% | 62%/ 69% | 74% | 78% | 81% | 83% | 85% | 87% | 100%

All Rights Reserved

Cumulative Percentile of Physicians

3

Agenda

5

Medical Dispute Resolution

All Rights Reserved

S¢

S¢
Research Update Research Update

36

CWCI 2022. All Rights Reserved
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Approval Rates os G

How much care is approved or denied for
injured workers in California?
Results across all services after IMR in 2018*

Approved/
Approved with
Modification__

94.1% __Denied

5.9%

Approved (92.5%)
Approved w Modifications (1.6%)

*Services performed and/or reviewed from January 2018 to October 2018

2022 CWCL All Rights Reserved Source: CWCI 2019 °

37

Independent Medical Review os G

There were 94,908 IMR letters in the first nine months of 2022, a 7.7% decline
from the 102,789 letters in the comparable period in 2021
e
180,000 A7z 172,194
168,528 163,899

ssago0

140,600 136,738 133,494

120000

©0.000 Ty sy 124,112

ool .
o 2015 2016 2017 2018 zo1e 2020 2021 3022
R

20220WCL ATl Righs Resene Souree: CWCIDWC 2022 [}

38

Friction Costs: Resolving Medical Disputes

Texas vs. California
IMR Dispute Decisions: CY 2003 - 2021

200,000 - 176,0¢

02 184,735
165,525 172194 163,899
160,000 143.983 136,738 133,494
120,000 -
80,000 -
40.000 17,433 13 557
p 1257 8,810 12,244 7506 7,939 5.068, 2833 641
N S &@r s B IEC INe RE BE- K

2003 2005 2007 2008 2010 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

= Texas ® California

CA had 8744% more IMR than Texas

2022 CWCL. All Rights Reserved
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IMR Uphold Rates

Uphold Rates

100% - 91.3% ggag, 91:2% 91.0% gggy ggov 89.4% 920% 91.0%

75% -
50% -
25% -

0% T
2014 2015 2016 2017 2018 2019 2020 2021 2022Q3

40

IMR Service Mix Gelg

Service Requested 2022Q3
Pharmaceuticals 49.9% 488% 473% 46.4% 41.1% 39.1% 349% 33.8%
Physical Therapy 8.7% 92% 10.0% 10.3% 12.0% 123% 13.4% 13.3%
Injections 7.0% 7.5% 83%  92% 102% 11.0% 12.0% 122%
DME/Prosth/Ortho 7.7% 7.1% 6.7% 7.1% 7.8% 8.6%  9.5% 8.3%
MRI/CT/PET 42%  45%  47%  46% 48%  49%  5.0% 5.4%
Acupuncture 2.2% 23%  2.5% 3.0% 3.7% 3.8%  42% 4.5%
Surgery 3.4% 3.2% 3.1% 31%  3.6%  3.7%  3.6% 3.7%
Diagnostic Test / Measure  3.4% 3.5% 3.4% 3.4% 3.2% 3.0% 3.0% 2.8%

Chiro Manipulation 1.6% 1.7% 1.7% L7%  22% 22%  2.5% 2.7%

Eval and Mgt 2.3% 22%  22%  2.0% 1.9%  2.1% 2.3% 2.5%
Laboratory Services 2.8% 32% 32% 25%  2.1% 1.6% 1.6% 1.4%

Psych Services 1.4% 1.4% 1.3% 1.2% 1.3% 1.4% 1.5% 1.7%

Other 5.5% 5.3% 5.6% 55%  6.1%  6.1%  6.6% 7.8%

Total 100%  100%  100%  100%  100% 100% 100%  100%
22 CWCL Al Righs Resered Souree: CWCIDWC 2022 @
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IMR Uphold Rates by Service G

Pharmaceuticals 89.7% 92.5% 91.9% 89.3% 89.2% 90.4% 92.9% 91.3%
Physical Therapy 1%  93.2% 93.5% O1.2% 89.7% 808% 92.1% 92.5%
Injections 87.4% 89.4% 89.5% 89.1% 88.8% 91.3% 95.0% 95.7%
DME/Prosth/Ortho 90.0% 91.9% 91.9% 88.8% 89.6% 91.3% 93.1% 91.1%
MRICT/PET 86.4% 88.6% 89.2% 87.6% 863% 882% 91.5% 91.3%
Acupuncture 91.6% 93.6% 94.0% 92.7% 89.7% 87.8% 90.5% 93.4%
Surgery 86.6% 88.9% 90.8% 88.1% 88.7% 87.3% 88.5% 85.9%
Diagnostic Test/Measure  84.5%  91.3%  91.3% 89.0% 86.7% 88.7% 92.3% 91.8%
Chiro Manipulation 90.5% 92.1% 93.8% 92.1% 89.1% 86.9% 89.2%  86.7%
Eval and Mgt 672% 77.3% 77.8% 759% T47% 80.7% 84.9%  82.0%
Laboratory Services 82.9% 88.5% 86.5% 829% 81.5% 82.1% 87.4% 82.8%
Psych Services 83.2% 853% 844% 78.8% 79.1% 81.8% 85.1% 81.7%
Other 86.4% 88.5% 87.9% 85.0% 854% 87.6% 90.1% 88.6%
Total 88.4% 912% 91.0% 88.6% 88.2% 89.4% 92.0% 91.0%

022 CWCL Al Righs Resered Souree: CWCIDWC 2022 -]
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IMR Pharmacy Mix os G
T e
2 ‘ PESLA

Dermatologicals I b 11.4% A 12.8%
Anticonvulsants 3 E 6.0% b 8.7% 10.1%
Anti-Inflammatory 75% 87% 97% 15% 63% 64% 74% 71.8%
Antidepressants 3.6% 39% 4.0% 49% 50% 44% 33% 3.4%
Ulcer Drugs 73% 13% 11% 47% 35% 34% 35% 32%
Hypnotics 39% 37% 3.1% 27% 24% 2.0% 17% 1.7%
Antianxiety 27% 27% 2.6% 24% 22% 19% 18% 1.6%
Analgesics-Non-Narcotic 11% 149 1R% 220 19% 21% 219 189

I Compounded 84% 6.6% 42% 2.0% 1.6% 13% 13% 1.6% I

or 8 T% 84% I1.1% 82% 9.3% 8.7% 9.2% 93%

Total 100% 100% 100% 100% 100% 100% 100% 100%
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IMR Pharmacy Mix G

Upheld

202203

88.1% 90.3% 90.2% 93.1% 91.7%

RETCTaT Thera 96.1% 96.9% 97.2% 95.8% Jo.5% J0.5% U8.5% U8.8%

Dermatologicals 94.8% 96.3% 96.5% 94.6% 93.6% 93.0% 95.1% 96.0%

Anticonvulsants 80.4% 86.8% 87.5% 80.4% 81.9% 86.0% 91.2% 92.0%

Anti-Inflammatory 80.5% 89.3% 88.2% 83.5% 81.0% 82.7% 85.1% 79.6%

Antidepressants 73.1% 833% 81.8% 758% 74.7% 79.7% 82.4% 73.2%

Ulcer Drugs 89.0% 93.0% 91.8% 883% 87.7% 86.6% 89.8% 82.1%

Hypnotics 97.4% 982% 97.7% 91.2% 97.2% 97.9% 98.2% 97.6%

Antianxiety 96.3% 97.2% 95.1% 94.4% 92.5% 94.5% 94.6% 91.3%

Analgesics-Non-Narcafic 88604 02504 01 R0 Q1 A% R0 59 00Q0, O RO 6.5

ICompounded 99.3% 99.5% 99.3% 99.0% 98.4% 98.7% 98.3% 98.7% l

er’ B7.5% 00.0% 803% 852% 854% 85.9% 80.1% .0%

Total 89.7% 92.5% 91.9% 89.3% 89.2% 90.4% 92.9% 91.3%
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proval Rates Sl

UR Denials/Modifications to IMR

UR Modification & Denials IMR Reviews
Percent of Medical Services Percent of Medical Services

Modified Reviewed
or — in IMR
Denied 22%
7.7%

* 29% of UR modifications and denials are reviewed in IMR

Findings

*  Referral to IMR for top 100 law firms ranges from 0% to 100%
*  91% of UR decisions reviewed in IMR are upheld

2022 CWCL. Al Rights Reserved Source: CWCI 2019 °
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Approval Rates

After IMR by Service

g
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& o ¢ &
o af S Q& \,«\\

2022 CWCL All Rights Reserved,
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00 e o1.1% g s 922% %% gy
0%

80%

70%

60%

50%

0%

0%

20%

0%

&
c.-

os Gf

925%  941%
I wg% I I
Qe*

\(\

S
%

soccvams @)

46

Pharmaceuticals

Approximately 30% of IMR
Decisions for Rx are for Opioids
Results Results
After UR After IMR
Denied 9.2% 8.9% Denied
Modified V Modified
33% of 89% of IMR
Denials/Mods Upheld
Reviewed in
IMR
Approved Approved
PP 11% of IMR PP
Overturned
2022 CWCL Al Rights Reservd. soue-cweron @)

Dispute Resolution & Approval Rates S

47

California Pharmaceutical Fo

MTUS Drug Formulary

AB 1124 - October 2015; Live Jan 2018
Rx now fall into 3 categories:
Exempt, Non-Exempt, Not Listed

Legislative Intent:
« Improve quality of care
* Reduce Rx costs
* Reduce friction costs (UR and IMR)

2022 CWCL Al Rights Reserved.

2014 CWCI study showed a TX or
WA formulary could save CA
between 10-50% ($100-$500M)
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California Pharmaceutical Formulary os G

Percent of Prescriptions by Formulary Category

Not Listed:
-38% 23%

Exempt: Non-Exempt:
+68% I o

2022 CWCL Al Rights Reserved. Souree: CWCI- IRIS alued though Dec 2021 ()
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lifornia Pharmaceutical Formulary

Percent of Payments by Formulary Category

Exempt: oo Non-Exempt: B <

) o, I I L. 2%

2022 CWCL. Al Rights Reserved.

e: CWCI - IRIS valued through Dec 202
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Medical Treatment Patterns - Pharmacy ons Gl

Anti-Inflammatories: Fenoprofen Calcium (aka Nalfon, Fenortho, and Profeno)

Percent of Anti-Inflammatory Payments (% of Scripts)

2016 2017 2018 2019 2020 2021

Average Paid Per Script
$1,600 $1,224 $1.465 $1,487

$1,200 $873
$800 $445 6T4%
5400 $192 A
S0 — - _ price
2016 2017 2018 2019 2020 2021 Inerease

2022 CWCI. Al Righis Rescrved. Source: CWCI - IRIS valued through Dec 202 o
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Medical

eatment Patterns - Pharmacy

Anti-Inflammatories: Ketoprofen

Percent of Anti-Inflammatory Payments (% of Scripts)

% 2016 2017 2018 2019 2020 2021

Average Paid Per Script

$1.200 $1,069 $1,073 o
$853 +965%
$800 price
100 increase
’ $101 $108 $181
50 — - -
2016 2017 2018 2019 2020 2021

2022 CWEL Al Righs Reseved Sourses W1~ RIS valus trough Dec 2021 (@)
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Pharmaceutical Trends & Pain Management os G

Implications of Legalized Marijuana on Workers’ Compensation N

What happens when popular culture
moves faster than medical science
and the law?

53

Marijuana has been classified as a Schedule I drug by
Against the vicious the FDA for over 50 years creating several limitations
evi-or on medical research:
« Difficulty in obtaining necessary permits and grants to
perform human trials

7 Young and Old=Peopls in . L .
Beware! R i * Societal and legal disincentives for researchers and

patients to do studies

* Researchers are limited to use strain of marijuana not
representative of strains available in dispesnsaries*

Federal Bureau of Narcotics Public Service Pamphiet “Potency = 8-13% THC, instead of 19-30% available commercially
Circa late 1930s-1940s
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Implications of Mar
Legalized Marijuana — 1996-2022 A\ VA

Beginning in 1996, states began to
pass legislation permitting medical
marijuana

In 2012, states began passing
legislation permitting recreational
use of marijuana

Today, 46 states have laws
allowing some form of legalized
marijuana use

2022 CWCL Al Righis Reserved
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Implications of Marijuana on

Emerging Research: Health Affairs

« Physicians in states with legal marijuana
prescribe fewer opioids

- Data show consistent reductions in opioid
use for Medicare and Medicaid patients
where marijuana is legal

'SOURCE: Health Affais, July 2016 (Ashley C. Bradford and W. David Bradford)

022 CWCL. All Rights Reserved
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Implications of Mar

Marijuana On the Job

Reconciling Developing Case Law

* TRADITIONAL (California 2008): There is no general right to use medical marijuana,
only protections from criminal sanctions -- and EE can be terminated for violation of

drug-free workplace rules

* NEW TREND (Massachusetts 2017): Legalization of medical marijuana shows obvious
legislative intent of right to use medical marijuana, and emplover risks disability
discrimination claim for termination of employee who tests positive at work

Regardless, intoxication remains a compensability issue

57
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Implications of Marijuana on W G

Reimbursement under Workers’ Comp ~ 6 P

States ordering reimbursement:

- " Arizona
Connecticut

b — e - Colorado

a
North Dakota
Maine »  Vermont

Minnesota New Mexico

* Not a North/South, urban/rural, or red state/blue state issue
* Adjacent states have opposite views

*  Most states are silent on the issue

*  New Mexico has a fee schedule

2022 CWCL Al Righis Reserved °
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Implications of Marijuana on

C os Gy

Political and Bureaucratic Hurdles

DEA currently lists Marijuana as a Schedule I controlled substance
* No currently accepted medical use in the US
« Lack of accepted safety for use under medical supervision
« High potential for abuse

What if Marijuana is re-classified from Schedule I to I1?
* The substance would no longer be illegal at the federal level
«  Conflict with state laws would be removed
* More clinical studies could be performed
* Reimbursement would be simplified

59
Pharmaceutical Trends & Pain Management os G
Opioids in Medicare Set Asides
An analysis of a federal policy conflict:
* Increased calls for federal oversight for opioid epidemic
* CMS (38% of all GH) leverages evidence-based
guidelines for safe opioid use
« Explicit federal rules over Medicare Set-asides: a
financial instrument
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Pharmaceutical Trends & Pain Management os) G
Opioids in Medicare Set-Asides
Percent of WCMSAs with Opioid levels
and Select Drug Combinations
80% 69.4%
60%
40%
20% 10.3% 14.5%
- 4.8%
MSAs with Opioids MSAs w Opioids >90 MSAs w Opioids + MSAs w Opioids +
EDs Hypnotics Hypnotics + Muscle
Relaxants
CWCL All Rights Reserved Source: CWCI - 201 o
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Pharmaceutical Trends & Pain Management os| G
Opioids in Medicare Set-Asides
Average Morphine Equivalents per MSA/Claim
Average Opioids use in MSAs:
Dose/Day: 2.9
400,000 MEDs/Day: 54
Years: ¥ 209 337,196
300,000
200,000 175,200
100,000
1,680 7,463
Median Mean
= Control B MSAs
2022 CWCL. All Rights Reserved Source: CWCI - 2017 °
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Thanks for listening!
Questions?

Outcomes on the Declining Opioid Trend
in California Workers Compensation

CWCI 2022. All Rights Reserved
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