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TH:
SOUTH CAROLINA WORKERS COMPENSATION COMMISSTON
BUSINESS MLEETING

Tueslay, Febroary 22, 2011

A Busmess Meeting ol the Routh Cargling Workens' Compensation Commissicn wis
held in Tlearing Beoom A of the Workers®™ Comnpensatinn Commission on Tuzsday, Febrarny 22,
01T al 10:30 am, The mecting apenda was pasted prior 1o the mecting and proper advanee
nubice was made ta 3]l coneemed parties in compliance with requicements v e Freedom al
Information Act. The ollpwing Commissioners were present ac the meeting:

T SCOTT BECK, INTFRIM CHA[RMAM
SUSAN B BARDEN, VICE CHAIR
DAVID W, HUFFSTETLER, COMMISEIONER
G. BEYARM LYNDUN, COMMISSIONER
ANDREAN C ROCHE, COMMISETONER
AVERY B, WILKERSON, [, COMAISSIONLER
DERRICK L. WILLTAMS, COMBISSIONER

P'resent alse were Gary M. Cannon, Execudive Dhingctor; W0, Smitly Sclf-lnsuranec
Dhircctor; Amanda Undetball, Senior Apolication Aoalyst, Duoaoe Pacles, Projec! Manaper;
Wayne [Dheote, Coverage Dircetor; Diana Ganrt, Accounting/Fiscal Moenager, Cathy Floyd,
Hurean Resporees Manager; anl SCWOC Emplovee Advizory Commilee: Julier Bush, 3ario
Glisson, Michae] Felton, Valens Beller, and Barbara Cheesebors, Visuors presenl were Clara
smith and Mark Arden, South Caroling Injured Warkers Advocates; aol Acen Manzarel MeCrpw,
Bdidlan:ls Orthapaedics'SC Onhopaedic Association.

Chaivman Beck called the meeting w0 grder al 1345 am,

AGENDA
Commissigner Barden moved thal the February 22, 20110 agenda be approved. Commissicoce
Willzames secomded the malion, snd the motion was approved,

AVPROYAL OF MINLTES - BLEINESS MEETING OF JANUARY 18, 2011
Compissioner Roche moved that the minutes of the Business Meeting ol Tanuary 18, 2411 he
apprivced. Commssioner Witliams seconded the motion, and the metion was appeoved.

AFFROY AL OF MINLTES - BLUSINESS MEETING OF FEBRUARY 4, M1
Commissionet Lyndon moved that the minates of the Business Meeting of Tebruary 4, 2011 he
appraved. Commissiner Rpche secondedd the motion, and the motion was approved.

GENERAL ANNOUNCEMENTS

Theere were mr penvra] anriuncements.
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APFLICATIONS FOR AFPROVAL 10 SELF-INSURE

Self-inswrance applications weee peesental by W.C, Smith, Seli-Insurance MHrezctor, Ter (107
prospective members of four (4) tonds were presenied to the Commission B approval. The
applications were:

Falmgiio Timber SIF
Salkehatches Saw Milling, Inc.

SC Automobile Dealeys Assuchixtion SIF
Timn Fludson Fim)

SC Home Builders SIF

ACA Contracting, Inc.

Capilal Servives Grunp, oo,

Cravid T Greene Mosoore Contraching., Inoc.
Extreme Concrste Punping, LLC

Seof Timin - T Compontics

Sunburst of Eluffton

S Melanalds Operakgrs Sclf Inspriry Funid
Arch Enterpeises, LLC dba MeDonalds estaucant

Yatdes Enterprses. LLC dba bdcThvnalds Resiauran

After examination of the applicatives, U was determined thal cach complied with the
Conmizsion’s requirements and each was recarunended for approeal. Cotumissionse Wilkerion
made the motion to approve the applicationz 1o selt-inre and Conunizsioner Williams seconded
the mofion. The motfon iy unandmausly approved.

Me. Smith prezented o request feom Alex Lee, [ne. 1o seffrinsure. Alex Lee, Inc. 18 headguarten:d
m Hickory, Merth Carolina and s the parent company and 190% owner of subsidiaeies
Merchants Dismnbution, Inc., Lowes Food Storcs, Ino., and Institution Food Storcs, Ine.  Adex
Les, Ine. ahd ol subsilianes ate currently self-insured For weorkers' sempensation im Nerth
Caralina. The company 18 commercially msured in Seuth Caroling with Tidelity ond Guaranty
Ltsurance Company,

Mr. Srmith presented the recommendeiion thal Alex Lec, Ing. and its subsidiarics be granted the
privilege o sell-amsumy i wiarchers” compensaliom habilities confimgent on The [o]owing:
1. Alex Lee. Ine. sccure specific excess msurance wilhe am iniliad reteniion ol nal oo
than $300.000 and a statutery limil of Liabilicy:
2, Alex les, Ing, provids the Commission a surety bond or [etter-of-credit itn the amounr
o BRO0000; ant
Alex Lee, Ing. previde the Commission a cocporate guaranty for each subsidiay.

Lk

Cormmissioner Wilkerson made the molion o approve the regommendation, Commissioner
Huffstetler seconded the motion. The mation wasg aeanimausly appreved.
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DEFARTMENT DIRECTORS* REPORTS
The Department Lirectors presented their reports which were adso submitied 1w the Commissicn
m wrten form.

Adminisiration Department

DThama Ganll prezented the financial reprart Tor the voe-month period ending January 31, 20010,
There were na unusual aclivibies 1o repart far the mearh of January, The henchmark Tor Tanpams
= 5H.35%. The Commission’s revenues ae al (4. 73% and overall expenses ace al 53.4%.

Gary Cannon rcponed thal work coofinues on the analysis of quareertly  fine collection
assossments. e will povide a repoet by the next Fall Commission mesing.

Human Resgurees Department

Cathy Flopd presented the Humen Ressorees repoct for the ons-month pertod ending January 21,
2L, Commtssioner Helfetetler asked aboon the slatus of employes performanes appraisals, Mz
Flavd sianed that sppraiszls are due Cotaber 1, with the exception of probationary employecy.
Cuearferly EPMS rerminders have been 1ssued to all superviscrs to ensure everyone e sompleted
the plasming smpe and 5 conduciing contiouous feedback throughowr the review process.
Commisstongr Rache stated thar the Cymonissioners necd e reccive the romindey as well sinee
they have the responsibility of evaluating their administrative assistants, Ms, Flavd stated she
would follow-up te cnsure the roviews are complete.

fufurmaliva Services

Amanda Undethul prescoted the Information Servdces Departrent’s reporl. The nomber ol
elase quenies continuss to increase due 1o new Beatures added whicl allosw TPAS and attomeys
[0 add represenistien elegironicalfy as well as scarch for claims information. bs. Uaderhill stated
that the onaevear anmversary of sending aul hearing notices electronieally is coming up, and the
mwnbers indicate sigpificant eaviogs. She reporiel a o cost of §15,%H o postage for
Commissioners offices Acogust 2009 through Januaey 2010 compared 1o o cost of 34500 in
postade for Commissicners' offices Auwgust 2004 througl January 2011, A S0 differencs in
cosl ol postege after 1mplementing clectronic hearing notices. The monthly averzge cost in
postape tar Cammeasiooets’ oflees deemasied from 52,200 to 5730,

Commizsionet Heffstetler referred to the charm entitled Mail Oost oand Plece Counl Tor
Commaassinners snd Judiciad, and asked why the increase it Judical Pieca Coant. Ms. Underhill
will research the infocmatim and repart to Lhe Commisaionses.

Inzurance & Medical Bervices

Ciary Cannon presemied the Insumance and Medical Services Deparnnent’s report. M Cannon
atmounced Al MoCotcheon, Thoector of [nsorance and Medical Services, has tendersd nis
resignalion and recircment effective April 22, 2011, Reeroiting has bepun for the Director of
Imsurance and Modical Senvices position. In the meantime, 3Ic. Canowens will be e Inlernm
THrecwr,
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L laims I parimeni
{reg Line presented the Claime Department’s report. The tines assessed and collected incrcased
alightly in January. Oreorall the tines and collections remam consistent,

Judicial Department

Virginia Crocker presented e Judicial Depadment’s repoct. Mso Crocker referred  to
Commuzsioner Hoftstetler’s question carlier ecgarding the increase i Judicial Peee Counl. She
gaid that Judicial alse includes Informal Conferences, and hkarings wers reset on twe diflerent
dates due o inclement wealher Inlormal KNofices have been senl e insuranee  carmiers
electrunically aed hardcupy, but just recemly thet precess s been changed o electonic.

EXECUTIVE BIRECTOR'S REPORT
The Executive Tritecter presented his report which waz also submited 1o the Cammassion in
wrillen [omm.

Mr. Camnon recopnived Cathy Flovd, Homan Resource Manager, for carming certfication from
the HHE Ceontificaticn Institote a8 a4 Somor Preofossionsl i Human Hesources (SPHE)
Comum sneners cxprevsed vongratulaticns ta Ms, Flowd,

¥r. Cannon annornced that South Caroling Workers” Compensation Commission achicoved
100% of the Attrmative Action Goals [or FY 2008

Churrnin Beck ooded an woeneass m o dhe oember of comroonicatioons withe constiloents e the
Exacutive Diecetor’s Ottice. Mr. Cannan stated e werease was primanly m emails,

e Cannem repiened that he, Chairman Beck, snd Dianea Ganu, Threcipr of Finance, met with
the Huuose Wavs wnd besns Commimeze, Trunsportation und Bepolatory Subctimonties, on
lanuary 26, 2011 1o present the SCWCC 2011-2012 Fropogad Bundket.

3r, Cannon reporied thal meetings and discussions coetinue with 3C Depanmem of Yooaonak
Fehabililetion on simlegies for developing and implementng 2 plan e celernng workers’
gompenzation cloimants to thawr depattenent.

ar. Cannon repotted that roguests are being reccived thom speeial imtercst groups (T walming on
elase, In Febmany Amanda Underhill condusted treining sessions af bwo clams adminigtralion
offices in the Charlofte ared and af Calling and Locy Law Funn,

DL BLSINESS
A, TTI and TPD Payments Direct Deposit
BAr. Canoon said thal he has been i cemmuonication with Johnoe Baxley, atteeney for
Walmast, regarding dieir request o initiate a pilet progeam in South Carolina 10 make
pavonents for TTD and TPD to their emplowens recciving workers' compensalion bene{its
i hinec! deposn o checking aceounts. Review of the 30 Code Tide 3% oesolted 1noa
prelirtifiary detertanation thal o ooder w hopleoent this pacice 1t would requice an
amendment 1o Bepulation FL6T7-160201¥. e, Cannon has contacted Eleanor Cleary, lenal
cownsel | for Mmher rescarch,

Wil



B. Mcdical Seeviees Provider Manwal Update’'Changes

Yr. Cannon stated pursuant to R.67-(2020A)0 “Conimission shall esiablish maximam
alloweable pavments For medical services pravided by medical practitioners based an 2
relative valus seale and f comvarsion factor set by the Commssion”™ He said there hay
been discussion aboul the variows mededs that the Commission may want o adept m
changing frean the cuerent payment method with 8 single eonversion tactor t using
enultiple conversion factors caloulating the Maximum Allowable Fayment for medizal
servives as provided in the Commission's Medical Services Preveder Manual, as well as
adopiing the Siae Fleahb Plan rares. Ele said tw languaes in RAG7-130FA) may prevent
the Conmunission from adaptiog the State Fleaih Plan raes for the Medical Sendices
Provider Manual fee schedule without making a change tr Qe mpulation. A change in
regulalion requires 3 nelice of dralfing, epporuoily tar poblic comrent, and & pubbic
hearing. Aler the ageney hus adopeed e 1zgulation i mnst be submitted t the Ganeral
Ausernbly Tor approval. The General Assembly hag 120 day= te consider a repulatica.

Follewing dizcussion, Commissioner Wilkerson made the moten to procesd Torward
with changing the langeage in RBT-132( A Commissioner Hoflstelier sawd he could
second the motion i the ward “chanping™ was “reviewang.” Commissioner Wilkerson
aprecd with Comtissioner Nutfsestlers suggestion w change the word “changing™ to
treviewing”

Fallowing mome discussion, Coromissionet Wilkerson withdrow his motion.

Comomssioner Wilkerson made a motion 4o direct staff i initiate the process 1o publicise
the notice of intent to draft changes 1w RAP-1I02A). The witent of drafting the regulation
wil] be to rempve The phrase relatel @ e relative value scale and the conversion laclur.
Comemissianer Huflseler seconded the motion, and the mation wuas approaved.

MEW BLSINLESS
A, Emplovee Dress Code Policy
Cathy Flovd reeoprized members of the Emploves Advisory Committee.  Michael
Melean, Velerie Deller, Barbara hecschore, Munp Glisaon, Juliet Bush, and Amanda
Uinderhill. Commissioners expressed appreciation far their service on the Commutles,

by, Fload clisinbuted o sach Commissioner a copy of the Table of Contents from he
Administralive Policies and Mrocedures Manual. On beball of the Coeployee Advisory
Cuormmictes, Me. Flovd presented the proposed Diress Code Policy. The proposcd palicy 15
expanded lrom one paragraph 1o n more delsiled explanation of appropriate verses
mmappropriale adire, A category foc Manday through Thuesdey Attice and 2 category for
Friday Auire has been added o provide cxamiples of appropoalwe verius inappropriar
dess. A catepory {or Supervisor Attire has been added reguiring business dress Far all
supervizors Monday through Thuesday, and mals supervisors 1o wesr appropriste
neckwesr Qolwber B othoouph March 310 The propessd Pelicy provides dicection te
supervisors 10 enswre compliatee with the Commission’s Dress Code Policy. Within the
Compliance cateporv seotions have been added for medical waivers and werk reladed

EXN



C.

wavers [rom the policy for a spocilic penod ol time,

Following discussion Commissionsr Barden maoved 1o amend the policy such tha the
policy is confined o nermal bBosiness haurs. Commissioner Wilhams sccanded the
moahe.

Followire discussion Comnissioner Roche moved 1 amand the policy to allow cazaal
dress Far Liriday allie with exceplion O stalT member is mecting wih the public or
altemling meetings outsile the office. Corunissione Williams seconded the motish,

Chairman Beck moved to amend the palicy 1o exelode deciin and bloe jesns on I'nday
atice Commissioner yndon seconded the rowodioo.

Cinnmissioner Willimms moved o amend the policy w reflee) husiness appropriate dress
Monday through Friday, Comamissionet Barden seconded the nwtion.

Chaimnan Beek moved ke cpery the discussion ever, Commissionsr Banden sevonded the
meligh, and the meban camdiad.

. Employee of the Year l'olicy

On behalf of the Emplovee Advieory Comminee, Cathy Iloyd presented the proposed
Empluves of the Year Palicy. In the proposced pobey the cmployes of the quarter is
etirnated and the program yesr changed to mn in sonpunction with the Employee
Appreciation Bvent, June 1 through BMay 31, TF the palicy is adopted the Committee
requests that the date fier nominations i be subrofited be extended lrom February 15 1o
Mareh 15 Mor 2011 only. The peoposed palicy inefudes 2 Selestion Commitlee comprised
of thies ron-comszission emplovees appointed by the Faeoolive Thrector.

Following discugsion, {Cemmossinoer Boche mowvad o iidl’.‘lpi e proposad Emploaes of
the Year Policy. Commussioner Williams seconded the motion, and the meisan camried.

[nterngt Technology Replacement Frogenm

Uary Cannon said that at the June 17, 2010 Business becting the Commission authenzed
the cxpenditare of 359,724 {or (he purchass of cleven laptaps, seven workstaliony. and
sitflwcare upprades, TTe reporied a balance of $53,181 n the Compuler Seraice Carey
Farward I'und. The current server is approximately five yeurs old and nearing end of lile
based on industry atandards, Both Frodustion and Drevelopment application and databascs
ressde on the same server, iherelore TIRTT has not hean alkle to apply uperades o the
aperaling syslem.

“r. Canon prezenicd a recommendation That The Coamrodssian appeove the purchase of
one new SOL Server, relyining the existing 500 secver tor dovelepment and backuap, and
28 wockstations for o wtal sooont of $52.377. The total recurring annppl ciost dlur
licensing and inaintenance of the additional S0L Sorver is eilimated o be $4.6646 mae
than the cument annua! recrring cost, The expenditure will be akea from the Compuier
Serviees Cary Forwand Fural.

L



Commigsioner Williams made a motion te accept the recommendation. Commusiigner
Wilkerson seconded the motion, and the motion camed.

ADJGURENMENT

Commisstoner Williams made the motion fe adjowrn.  Comomissioner Tyndan seconded the
wrliony, and the motien was approved.

The Febmuacy 22, 2001 mesting 4f the Sauth Caralinea Workers” Compensation Comimissioen
adjoumed al 12:04 pm

Reparted March 2, 2001
¥K.im Ballentine, Odilcs of Lhe Executive Dhrscter
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Workers’ Compeusation Commission

htarch 21, 2011

MEMORANDUM
o Comtnizsioners

{rary Cannen
[ xeewtive [irector

From: WO Smuth LWL CIMCL)L AR {_,(7
Irecor, Sclf-Insurane:

Drare: March 21, 20H L

Subject Applicalion: 1o Self=-Insne

We have recerved the 2plloneing applications for & prospective members af 2 funds.

Mew Applicants:  1'almetie Timber Fung

Masscv logging Inc

SC Home Builders SIF

Carmar Higm‘:n e Elome Banlder

Hall Meon Contractors

hichacl Sturkic

Feler Klenpe

Thiomas C. Price dba Peice Constrigiion

After examination of the vadous applications, it kas been dateemined thal such s complied
wilb the Connemissioners requireroents and each is recommerded for approval.
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INTEROFFICE MEMDREAND UPA

T
FROM:

GAMY CANSCH, EXECUTIVE DIRECTOR
FlAaRA GAMTT, O RECTORA OF AGMIMISTRATION

SLBIECT: Fits &MWECIA| ACROAT PER [0 EMDIMG FEBALARY 28, 2011

314,211

the finance repori For the arpe il pericd ending Feoruarg 18, 2011, 1= atcached

fclivty Repart from Lthe Pracarement Offica:

Fohruary 12 the 3" Flzcal Manth of Fy11.
Thrre woare 53 pavrnenls made to wendors, travelers, snd ol SLate Afaacies.
The banchmark for Februa—y 15 00 47%  The Cornrpizsion’s rewenuss are ab S8, 1% and ciponses re of 60.1%.

Tae fol'owing 15 & summary of eagh deparlrment espenditare benchmarks;

Eenerak Fund: 1otal Evpenses arg ak 13,

Egrmurk Fund:

Commissionerd -
= Fall belgye 1bx henchrnark in all areas with total espeneicares oeing al 32%

Adrtinistration -
= Owerall the expenditures fall a7 BO%.
o Salaries are up 2% due 1o 3 temporary employees being hired ot the beginnng of the fiscal year,
*  Equiprient Oata Processing Ic high dus to the one time grrchase of somputers,

Citaires —
= Eapencitoras f3ll oelow the bonchmark ot GS%%
= omtraet Servkees are up dus ta ssraces thal have been recawed [femp emplovea),
*  Suppliss & Mawerals fall owar (ke benchmark due to the ameun of itens thar has been unchased
a  Travel is ovwr dus o ernployees revel far Inferms] Confercnces

imipronea & hfedicer —
= Taral Expansas are ab 55%,
*  Coniragiudl Sevvlees are up due to eaetlme payments that hayve alrepsy been paid for Feyear,
*  Travel s substapially gver (e bencnmatk dua to employec trasel for nfesmal Confersmices.

Judicne! —
*  Tolal esperdiures ara below the benchrark ar 62%.

SELIS Shwapping Carts O | Staples Jeders Plapec 2
vendors Contacted For Price Jugtes * JD | State Leased Wehleles taken for Serdico a
Vied Procurerrert Card Qrders Placed 1 % | Skate Hepers filed by Progurene st Offizer 1
&L Dept g Torrections Drder: Placed B 1 g

Wiail Rggrm Agbivity.
rles Copiad for Dutsice Parties 211

g attached Mail'Surnman.'




south Carolina Workers' Compensation Commission

Summary of Revenues and Expenditures

2010 - 2011 Budget
Febmary 7B, 2011
Budgct FY To Date Eanchrnatk b6.E7%
STATE APPROPRIATIONS
Gersal Approepriation 4 1,%19955 E 1,278,970 FE.6TH
— L

Arcount Descriptlon Appropriakion Expenditure Balkarkte % Expended
Persional S2naces ) 1471535 & - . 454, 0= E7.1%
Cther Qperating Lyrenies - 0L
Craplayer Contributicn HE, 318 Ll .n'E-EI 143,555 a4 B

Total _$ 1919955 5 1,286,390 5 643,56 67.0%
OTHER APPROFRIATIONS

Budgeved Accelved

EARMARKED Reveries thru 242811 % Received
Training Conferancr Regislration Fog | Lace = 2,430 I4EOCY%
Sale of Publicaticn and Brochures KD 1%,063 2eh 9%
worsars' Comp Award Revigw FER 75,000 T1,600 E3.80%
Sale of Photocapies 25,000 65,137 GF.57%
Workars' Camprensatlen Fllins Y olation Fae 1,391,000 1,406,213 T4 M4t
Eale of Listings and Lokl 0,223 13,27 10,3955
Workers' Cormp Hearng Fee B0, 2708 £65, TR0 44 30%
Earmarkad Fands - Oniginal Authorization 5 27004000 5 1.E40, 544 68.1T%
EDL to Increase Authorization - July 2020 A56, 514
BLAOD Lo Increase Authorizatan  July 2000 (PC's) §3,500
Total Eapmarked Revenues+ Fund Balanoe ¥ 3,118.81%
Account Descriptian Bpprearizton Ewpenditurt HalanLe % Expuredad
Feruorul Seivices B 1,240,153 & HrrOng & L32007 aa_2k
Taxable Subsstence B0, 000 41354 27035 L By
Orher Dperating Expenses 1,314,563 785155 By 467 CR.3%
Employer Contrabution 375,000 278358 35,642 A%

Total Earmarked 5 3118815 5 1937572 5 1,181 242 g2.1%

b . _____—

COMPUTER FUNDS CARRIED FORWARD ] 54.761
Computer Services  Carey fardand % 54,761 5 1,580 & 53,181 1 9%

TOTAL OTHER APPROPREATICING 4 3,118,337 5% 1919153 5 1,234,423 d.1%
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Commmrslonerg

Falarles

COther Operaling Expenditaes
Talzl Confrx gl Sore nos
Taral Sanplat & Malaias
Tatal I a=d Chages
Tstal Travn

Tolal (b Qgstiabing Enp

Tolal Comminbgne s

Admlalstratian

Saarn:

Cther Qpurutng Erpamlifurd
Terll CoviraIua S=recns
TecealSupple=s & "W 4b=rink
Telpl kel Chaipes
Taral TrawAl
Tctal kculprerd

Total Gther Qparsing £ap

Toral Adramslraktion

Ty

Sakaies

CAheer Bperating fapenddurnt
i al Cunk-agiudl Soreiles
“onal fupptios B Mrcevals
“olal b Lharper
“mal Trinael

Teaal Dehar Oparatng EBvp

Tate] Cummy

Insumrance and fedical Sernoes

Sulures

Crihel Oparaing Expendtures
Tl Lontmelual denapes
Total Sopaiet & AiRerals
TasLal Fimgd Chie gos
Tavtal Traved

Total Oiher Operatme kkp

Tutal lndtmamoe anod Weckcal Sereices

Judhu

Salarles

Other Opereurg Lpendibdies
Tula Ciaryiperink Sy oFg
Tnta Supplies & katsrias
Tobe Frpd harge:
Totsi Trael

Tkl Qlinp ¢ Cyrecaling Enp

ot l Juditanl

Tk By Bepartmenis

Deparbment Totsls
Conpe i cnars
Ldmsriscracsan
LEBlmre
atacai + & tadical
Judicial

Toval & rger meeni ol Eogusd

Lira uyen Sl -ibeslans

Tatal reneral & Carmarksd Fundy

Sputh Carpling Workers' Compensation Commission
2010 - 2011 Budget

Fabruary 2K, FU0L1

Yaar- T3-0e | BG.RTR

thiginal Budget Ammaneded trpended Peur
Oadg=t Amerdmears  Budper lanuans e Pake % EncLsi Batance

REELT FEE - 8 3150394 5 9L0i0 3  TSEAM LN § - B oM
EX i LR - 247,504 11,984 11b&ks A7% - 131051
FIAFL T - 3113 JATY 13,051 iL% - 25,0038

139 F5 7 - 139 E62 1.267 B KL u0% - R4 T
JTE5a eTEED 4 HE( 5[.7EE SA% - 45 435
53155 - 5350 I1,1H 275,500 52 - 55880

7 14 re - 5 1587 F 12389 % LOSaAal % 5 - 5 549,76
§  At4ESH - 05 auESE % 31T e & AL0H6G 1 E 5 193,792
ELE WL 5, 1] 2an g 15065 133,370 T 416,505
290510 4,10 51,533 i) CASG 4% - z0,323
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MWAE RO LA LI RA
Mareh 15, 2011

LIS Mt Gary Cannan
Execulive Diractor

FROM: Cathy Floypd
Hurman Resaurces

SUBMECT: Human Resource Report Period of February 1 = karch 15, 2013
Below is a surnmary of the Human Resoorce aclivity for the perioc of February 1 ~BMarch 15, 2011

Recruitiment and Selectian
«  Recruited fwr the Program Banager || pesilian inthe Insuance aad pedical Deparumsnt
7 103 applicants, selected 14 applicants for the interview process

Employes Relatkans (ER)
v Announced Che revised Empluyes of the Yeasr Podicy and adjusted the nomination period for the 2010
Fmployes of the Year Award
o Wominaticn perkd i€ February 23, 2011 - March 16, 2011
v  Completed the jobanalysis an the Infarmal Cenferance process
»  The Empleyes Adviscry Committes continues work on the Admilnistratlve Polley and Procedure s Manual
¢ Fve ER Is5uet wi e addressed dunng the ashvity period
*  The weok of Apnl 18 - 22, 20171 will be our Wellness weoek
& There will be multiple activities during the week, ending with tha 2011 Wellness Walk at
Riverfront Park sponsored By Prevenlion Parlners on Friday, apell 32, 2011

Reporling
#  Qistnbuted 2 mondhly Leave Summary Bepart bt all eligible fnplayees
¢ Completed and posted the QSHA 308 Report —Summary af Work-Related Injuries and linesses
o I 2010, Ehere weere n reporlable injerles ar illnesses

State OFfice of Human Resourcas [QHR)
s OHEapproved a Voluntary 3eparetlon Progrenn oW SP) for the Program Manager Y classification
2 Eligibilily period is February 22, 2001~ April 7, 2011

Benefils
+  Coverage changes for owo employess
*  [ssued two COBRA RaTICES
+  Assisted an emplovee and a formser pmployes witlh retlrement serace purchases
+  Agsisted an employes with benediciary changes

A0 tnterprise Infermatien System [SCEIS)
+  Fouremplayrment verifications
«  Twenty-five transactions werg keyved intg the system

Training
«  Caardinated a Werght Loss Workshop far che last agency wlde meeling
+  Artended theee SCEIS O line Workshops
« Actended anc half doy warkshop at LIP
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Wellness Week
Aprit 18 - 22, 2011

Tuesday — Biggest Loser Competition

Klck-off the -week program on Tuesday at noon in the Break Roorm. Fashioned
after the popular telewision shaw, participants compete for G-weeks against co-
waorkers to be awarded the biggest loser, Cost of participation is 510, all praceeds
g0 to the participant with the largest percentage of weight loss.

Wednesday — Move It or Lose It

Prevention Partners will provide a workshop from 3:00—4:00in the 1% Aoor
conference room. The workshop will consist of a presentation on how LIFESTYLE
CHOICES ANMD CHANGES can enhance YOUR MEALTH in the area of PHYSICAL
ACTIVITY. Learn to LOSE WEIGHT AND GET IN $HAPE regardless of yvour fitness
level or health status.

Thursday - Healthy Food Choices

Lisa Akly, Registered Dietitian with Palmetto Health will be presenting a workshop
during the agency-wide meeting. She will discuss type of foods, portien control,
options for eating out and preparing meals at home.

Friday - 2011 Wellness Walk

Prevention Partners is hosting the 2011 Wellness Walk at Riverfrant Park fram
noon until 2:00, You can walk, run, ride a bike, roller biade, ete. at the annual
ayvent. You can Torm teams, invite friends and family or walk the course alone.
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TO: Gary M, Cannen, Executive Director
FROM: Wayne Ducote
DATE: March?, 2011

RE: Cutstanding Fines Status

The following is the reguested status of oustandueg ines in the Complianee and
Coverage Diviziens of the Insuranee smd Medical Serviees Depariment:

Compliance

Thare are two categories tar Comphance fings: cases with voderlying claims; and cases
wathout anderlving claims. Cases with underlying claims are thase cuses i which a
claim has been tuled but there s ne record ol the employer baving caverage. Cases with
nir undetlymg elmms acs the cases wheee employers ane dissoverad to have no coverags
throeeh Lie search of he Depactiment of Employment aod Worklerce records or a random
eoverage chievk.

The prove:lure for collectun of Times i as follows:

1. Fuiplovers suspecied of nol havieg insurance are sent a letier reguesting venfivation
thoy have coverape aind ars given 14 days to respond,. Failure to respond andd Lo
irpsdiately acquire insurance wili result in fines being assessed ul 5100 pae day Joa
cach emplovec, a micimumn of §10.00 per day and a maximum of $100.00 per day.

Thirty-three viclatlon letters were issued during the wonth of Febrary,

2. For cases withieul an underlying claim, if the employer immediately comes inte
cumpliance afler the initiad natificaticn, the assessed fine is 3750 for 10 or less employocs
sl S1,000 for 11-20 eraployees.

Seventeen complinnee agreements were reecived during the month of Febroary,

3. W lbere i no respanse and we can prove the emplover is suljeer to the Workers'
Crmpensation Ace, the Compliance Dhvision subpoacnas the employer 1o an Onder and

Fode 1o Show Cauge hearmp, These hearioges ace schedoled every W0 duays.

Seven subpnenas were issoed n February. The next Order and Bule fo Show Cause
hearing is scheduled for March 21, 2011,



4, Along with the subpocna. the coaplover 15 provided a Letter offening the oppodunity o
sell’e in heu ol atlending the hensing, TTowever, iF Ihe employer does not sellle, aod the
eriploper is Bwod wa he suhject L the Al gl the bearing, an oréer 13 issued Oodiog Ge
efnpioyes io viclation of the Act. 1o most insznces, the ander stipuldtes oaxinmm fncs
ane penalies. Orders are ssusd within 30 days afler <he hearing.

¥ ordery resafting [rom the Febroary 23, 2011 Order and Rule jo Show Canse
bearing were published io February.

5. Itshere 12 no respense to the order, w civil jedgment s Biled witkin 45 daves.
5 civil judrments were filed during the month of Fehruary,

6. lutther contact with the enmloyer [telepfione and better) is atienpted by the Director
of Complianee. 1he emplover remding willFally wninsured. the Director of
Complianee files a soiminal complaim wath the jurisdiciioesl mggisirate. This new
procsdure [or (e Deparmen| haxy pef dp by Dnalveed with Jegal ceonscel.

Coverage
Thera are two 1y pes of fines aasessed on carmers by the Coverggs Division:

A. Late filing for pelivics not meqsivnl within 30 lays of the policies” stfective due.
T8, 1281 Miane Medical Fines

o Janeary - 3amch 2009, approsimate |y 200 carmers wers senl & inal noics on nes
over HE days old, Carrters were advised thal failace w0 pay outscatdliog tines woald resudt
ina subpiend being issoed requizing atlendance ar an Oeder 2nd Rule to Show Canse
Heaing. Incially. these carriels owed $207 372 o Anes ovct 90 days old. This total was
reduazcd o $15,596.33 as ol March 7, 2001,

t.J
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TO- GARY CANNON, EXECUTIVE DIRECTOR
F RO GREGORY 5. LINE, BIRECTOR OF CLAIMS
SUBJECT: CLAIMS REPORT FOR THE MONTH OF DECEMBER

DATE: 03/07/11

Fines assessed for the month of February 20171:

a  We gssessad 478 fines for the month of February which was dewn from asscssing f0H
finex or the month of lanuary.

# The dollar amaunt of the fines assessed for the menth was $96,600 which wat down
from assessina $141,200 for the moenth of Decamber,

Fines received Fer the month of January 2011:

« \We received payment on 510 fines far the month ul Febiruary which was up from

roceiving 488 fines for 1he month of Febryary.
= The dollar arnount af fines received for the month Fabruary was $101, 700 which waz
devwn from receiving $10d,200 for the month of Decembaer,

The number of fines assacsed went down for the month of February 2nd the number of fines
collected went up slightly for the month:

» luly gssessed 1,195 finet uly fines collegled 742

s Aypust asgessed 699 fines Augpst fines collecied 722

*  September assessed 339 fines September fine collected 580
»  Qctober assessed 560 fines Cctober fines cgllected 599

»  HNovember assessed 715 fines Movember fincs collected 649
a  December assessed 661 fines Docember fines collected 438
» January assessad TOL fines lanuary fimes ¢ollected 510

s February assessed 472 fines February fines collacted 512

The carricrs are getting better at tending the Form 18°s and the Fust Report of Injury in 2 more
sirmely manner and for the month of February the number of fines assessed went daown 221
fings Since thers were three less days in the month of February that would accaunt for the
fines assessed being down a little but they were dewn more than Dweuld have thaught, We
will see next month if this is a trepd @r Just a one month decrease.



The dallar amoun of Bnes asseesed for each Torm, Tor the month of Tune, and lines
eolleeted [or exch form from Febrpary 1, 2011 thraugh February 28, 2011
The number of fines assessed and collecesd, for each faim, a1e in parenthesis.

Musesmad Collavied
Fiwetn 124 - $ 1240000 (62 Foo9400.00 (4%
Frem 15 Scelion [ - F Ze0000 (11 £ 8,70000 (31
Ferm LS Section 1T - £ L20000 (&) & 200000  g1oy
Form 156 - 0 80000 (4 0 120000 (M
Form 17 - g 40000 (0 b3 LR T R
Furm 18 - £ 7560000 (37 3 OTHI00AR (39
Form 19 - i SO00L080 (4] b q {11
1enizl leter - FOLODOO0 (5 5 2004 Ly
Failure @ respoma - Po220000 (L1 § ZARDLD  (12)
Failure we pay Orely fine 0 N [T R R Y
Form 24 i 5 K
Fotm 51 L 3 0

TOTAL - L MLGHOD {479} § 10:.700.00 (512}



bine Repert fur Septembier, Detuber, November, December 2000 & January and
February 2011

Sem Ot M D Tun Feh
Al ussess FITOEND$114,800 5150000 F124.500 5141200  F 96,600
# [lnes assess 839 S6t 715 a4l 0] E

Ak coll $119,325 $120,300  $128000 $103,000 104200 $101,700

Fines coll SEO 399 546 483 510 512
Farm 18

Lines assess

Drailx L1096 S30200 S111.800 $o7.000  FSA500 74200

Tines assessad
1le revicw S14.600 6000 9000 0 51800 $5.000 51,400

Tetal gmsmint
At gsed 174 200 §86.2 R1200 MMy SO 800 $I01.E00  $7S 600

fines pusess Jaily 548 gy aad 74 485 366
# [ines assouy

file raview & 20 7 0 24 7
Tatal fines asgess 612 417 gl 487 34043 373

Amt coll 00800 Fel S0 5100350 F75.100 £2.600 F79,100

# ool 42 A44 Al 3. 402 aga

All other fines assessed
(Form 12-A, Farm L%, Foarm 17, Form 1%, denial Lecter, Form 20, Failure (o respond )

Amtasscss 546,600 F34.600 F 29,200 35 MKl bS8 TO0 21,000
& ines assess 227 1 t 54 L 74 192 106
Amik paad FRRA25 B2 EOU 526,650 §27.900  F21_604 §22 G

# fenes =l 153 150 141 1353 108 113
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TO: Cary M. Cannon, Executive Threclar

FRROM Cregory 3. Line
DATE; Mareh 7, 2011
RE: Claims

Outatanding Froey Status

Eieslonw i the status of te 316 eroups of carticrs with & companies that were sent a Secand
anil Final Wotice of fines Assessment on Tnly 24, 200

1. [nsurance Company vf Norlh America

a Beainming bal $ 28, 380

b, Bal ax af 25711 5 pi LI
TAIG

a. Bepinning bal % 36451

b, Balasof 3711 S|

i, Federal Inswance Company
a Bceeioming bal £ 4,300
b, Balaz of 3711 5 atu

g4, Liberty Molual Crroup
a. Bepianing bal F 22750
b. [Bal as of 377470 s 200

5 Travelers Property & Casualey Company
a. Bapinning Eal £ 4,160
h Balasof 37711 5 200

fi.. American Casualty Co. of Rdg PA
a, Bzzinning Bal b 5, 16D
B Balas of 377711 5 100



T Gary b, Connon, Exequlive

FROM: Grepory 5. Line

Iheeetor of Claitms
TFATE: March 7, 2011
KE: Claims

Chutstundiog Vines Status

Thelow is 2 list of e camiers that were senta Second and Final Meotiee of fines
Asgessment on Octaboer 2, 2008

1 Chuhb Inderoniy s Co.
a. Bepinning bal F 208633
b. Bal gz of 377760 £ 70000
Z. Peerless Ins. Co,
g, Beginming bal ¥ 2,900.00
h. Balasof 3/ %10 % 2000, e
. Oneleacon Ins, Co,
a. Begminnimg bal 5 300000
b Bal gy of 35710 b S00.00

13



1k Gary M. Cannon, Lxecutive Director

FROM: Gregory 5, Lins

[xreeter of Cluims
3ATE: March 7, 2011
RL: Claims

Chostanding fime stalas

Besliwr i a L35t o nine caeerers that were zent a Second and Final Natice of fines
Axseasment on January 4, 2010,

t. Travelers Casualty & Tos. Co.

i Begimmng bal ¥ 13,172,048

b Bal as of 357011 I H AT L
2. Stare Farm First & Cosualty

a. Bemnminp bl £ 400004

b. Bal as of 377411 £ o0k}

3. ¥alley Forge Ins. Cio.

a. Bepivyng bal 30004

k. Bal as ot 37911 L LKL E
4. Scmiry Seleet Ins, Co,

i Regimming bal 5 51000

b. Bal oy of 307411 5 310400
3, Senmiey hsurance A Muohual Co.

a. Bepining bal 5 T840

[, Bal as of 377111 5  200.00
B, PA ManuTaciorers Assa. Tos Coo

0. Breginniog beal 5 BOO.OD

b Bal az o[ 37711 & 200.00
7. Farmingeon Casealiy Co,

a. Brginning bal £ 1,20000

b, Bal as af 27711 $ 0 40000
8. Midwest Cmplovers Casualty Co.

a. Heginning bal o 0000

b, Bal as of 34711 ¥ 700400
8 Fremier Group Ins. Co.

. Beaionmng bal 3 QA9

b. Bal as ¢l 35471t F 2440
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State of South Carofina

TEZ (¥03)737-57H)
i, (RIS 07304

1353 MaIn Sness, 2 ¥low
T.00 B 1515
Calumhbey, 55, 24202 1713

Workers' Compensation Commission

Executive Pivecior™s Repurt
March 21, 2011

Fincs and Assessments Aging Report

The atlached Fines and Assessinents Aging Report teflecty the number and amound of
fines assessed [or the period ending February 28, 201, Attached is 3 repott on changmg
Lhe tines and asscesinent processes from deily 10 quarterly.

Lmployee Meefings/S¢aff Trzininy

The sgeney All Employce Mecting was held on February 24, The Executive Staft
Ieadership Veam Ratreat on January 28, 2011 was e ficst of a conceried cffort 12
develop a susiainable capacity ol oor organieation’s leadership. The Excoutive Slall 1l
the Retreat was 2 soeeess and reconunended the Leadership Team meer monthly te
continue the dialogue and waining. The Exceutive $1affl 1eadership Team mer on March
&, 201 1. Future meetings will be held the Gl Executive StatT meeting of cach moenth.
The meetings will provide oppartunity v share knowledpe and kecp cach other appriesd
of whore we are 83 an ageney,

Constituent Services/Puhlic Infrrmation

Since the last Commission mecking 1he Cxecwotive Ddrector's Office had 7T
cammunications with variows syelem constituents.  Theso contagls inchwded welephone
communications; electronic and persooal contacss wilh claimanta or Gonstituents, stare
Apencies, ledenal sgencies, attoreys. wervice providers, business partners: and Jetters with
compgressimal oitices.

2011-2012 Srare Appropriativns Bolgel

The QfTee of Slste Budpst hee informed the Commission ol o 10% decease in the
Corrueission’s peneral appropriations budger Tor TV 2012, T approved, pesitions funded
fram the general fund will be tranxlemed 1o earnacked funds to belp wilh the 10%
decroase, A hesring with the Seoaie Subeommittee is scheduled for Manch 24



SCWCEA Medical Scminar

Choirmoen Boeck, Commissiooer Wilkersan, Comnissienet Roche, and the Exccutive
Director participated in the program of the 8CWCEA Medical Conlerence an Febtiary
27— March 1, 2011,

Oither Meetings

The Executive Dicector participared in an JALABC Forum vis conlerenae call e discuss
current workers™ compensation issues with 17 commissipners andior adeninistraters from
other z1ates and two staff members {rony TATART n Februaes 17, 2011,

The Exeeutive Direstar pacticipated in o three hour IAIABC webipar abon meedical fes
sehedales on February 14 and February 24,

The Excoutive Ihrector attended the Tlouss Labor, Commerce and  Indusiry
Subeomminee mecting March 1 and the llpuse Labor, Cromumeres and  Indusiry
C'ommitiee meeting Marceh 18

Pemding Legislalinon

11 1653 was intreduced by Rep, Bill Sondifer, Chaimman of the House Labor, Commernce
and Industry Coommittze (H1.C00 This bili was introduced at the request of One Call
“iedical, a company wlhich provides radiclogy services When it was ttoduced it was
refermed o the Judiciary Commities, oot the Labor, Commerce and Indusiry Commmties
Kuther than recalling the Bill from Judiciary 1o the House [oor and then recommit il b
the HLC1 Committee, Chuimmun Sandifer asked Bep. Tom Young L amend his bill
H 317 te inelule the languape in H 3653, H 31T reguires insurdnee companies 13 uss
the most reeent dwee years of cxpenses when mquesting a chanpe i the st cost
multiptice. Atasched are copies of 11 3653 and 11 311 including the Janguesge from
11 3623.

H 3t11 was amended and appeoved by the subcommities 1wy weeks apo. Last weck the
a1l 10T Camenitles recomimtted i back o the subeommittes bacanse the Department of
Tnsurance iiad some issues with the lanpuage conceming the leost cost muhipier,

According o he represeatatives for One Call Medeal, the ntent of the lemizlation is to
cremte o leveliog effect do prevent huge vanulions in inereazez andror decreases
different medical categorics when we adopl the aew rale schedules, Radiology and
surgery received substantinl decreases when we adopted the new physician lee schedule
with the 2010 resuree based relative value system (RBRYS) from Medicare. Pnor 10 this
the [ seheduls was using Medicare’s 2003 resource based relatave valucs,

Chairman Beck and [ have disoussed the lepiclation. [F enacted, defending any appeals 1o
the administrative fww judpe {AL)) may iocreasc the cost ol lepal fees lot the
Commission. IF the Comumission decides w keep the iocrease below the 10% level,
appeals 1o the ALY will not be allowed. Hewever, this action places anibeial liils on
any inercases or deercuses 10 atw category and weakons the prinvipls bebind a RBRVS.
This will in tun affzet the inctease or decrcase of those calegeries which did net changs

]



by 10%. | have comrunicated these concarns m Andy Fillick, Stall’ Counsel [or the
HLCI,

Please el me know iF you have additional concerns and 1 will tarward them to the
mermbers of the HLCL

I anticipate the subcommiltes will mest agais next week to consider the legislation. Mast
likely 1he subcommitier will apoeove the changes and vote 1t oul Tor considernduos Ty the
Al LY Camuoatees the following week.

Persoonel Recruitment

Recruiting Dus hevun for the Dircctor of Insuranss andl Medical Services {Program
Munager [T position in [nsarance and Medical Secvives. 'The Commission reecived 103
applications.

Surgical lmplant Advisery Committes

The Hrst meating of the Surgical Implam Advisory Cormnines i3 scheduled fer Thurstay.
Apeil T1, 2011 in the firy floor conlersnce radun. At that time the Commifies will
develep o work stratory, ideatily palicy, data resourses, colleclion methodalepes and
gutline the pru forma financial analvsis needed to make o meommendation o the
Commission.

Madice of Droafting Regulation 67-1302(A)

A Motice of Dirafting was submitted March £1, 2001 10 begin the pragess ol notice of
change in Regnlalion 57-F3U2{A) to allow llexibility of adopting fee schedules that arc
net relative value based and oot limited to one conversien lactos. The noties wiil be
published i Phe Srate Register March 23, 2401 ).

SCWLOC Claims Adminiutrativn Woerkshops
The 2001 Claims Adminisiration Workshops spamsoned by the Commssion e
seheduled for May 5 and Scptember 20, 2071,

2C Department of Yocational Rehabilitation

& meelicg hes besn scheduled tor March 23 with the Prepram Administralor ab Yoo
Rehab to introduce Michalle Provost, whae will work with the Commission m developing
a plan tor refernng workers' compensaiion ¢laitants 10 their departmenl.

lLar
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State of South Carolina

TEL [87] 237-FTR)
Jaal (B 1T

1333 Main Bl 3 Flev
PO, Blox L7IE
Coluwing, 54, 262G2-1%14

Workers' Compensation Commission

T): Workers' Compensation Commissioners
FROM: Gary M. Canoon
DATE: March 17, 2011

RE: Fines and Asvessmenis — Process

Conumissionsr Hufstetler requested ataff review the current processes and
procedures used to assess {ines for violations of the Commission’s statutes and
reeulations and ofter a recommendation for uny impreyvements in making the
proeess mors efficient and ctfective.

Background

Section 42-3-105 of the SC Code of Laws authorizes the Commission to agsess for
each violalion under the Workers” Compensation law and expend ali revenues
received a5 a result of the collections made from fines und penalties assessed.

Currently the Commission has 23 active assessments fur viulation of a Workers®
Compensation ststule ur regulation, The viclations include, bul are not Limited o
failure to file an initial report of injury, periodic report of payments made,
coverage and compliznce vivlalions, and failure 1o appear at an infornul
conference,

The system is automatically programmed o detsct for Form 18, Form 12A and
Late Coverage viclations. Form 18 violation notices are sent out daily by a staff
metnber, Assessment notices for 12A and Late Coverage violations are sent out bi-
weekly by a staff member manually initiating the process. All other vielation



assessments are discovered manually upon a case file review by ap examiner.
Assessmant notices are mailed within 24 hours of the viclation being aszessed.

Assessments for Fonm |8 violations constiiute the largest number of assessmenls
made by the Conunission. A Formn 18 is required (o be filed by the canier every six
manths from the date of an injury. Viclation of tiling the Form 18 on time carmies
an assessment of 3200 per viclation. For the period of July 1, 2010 through March
15, 201 1 (#.5 months) we assesaed 4,854 violations tor a total of 3995400 for
failing 1o file a Form 18. Through March 5, 2011, 2,356 ol these assessments
have been paid.

In February 2010 we chunged the process of assessing the Form 18 fincs from bi-
monthly to daily. The change resulted from our interest in captuning lost rovenues
from repeated violations and improvements 1o sur Information Technology (1T
system, The improved system ideniifies cases where the Form 18 i3 not tiledin a
timely manner and automatically assesses a [ine. A daily report is prepared, letlers
printed and mailed to the carmiers. The camiers have 30 days to pay the assessment.
For the 8.5 month petiod February 2010 to March 15, 2011 we have averaged
2636 assessmnents per day, During the same period ol time a totat of 2,356 of
these assessments were paid for an average of 12,79 per day.

Daily Assessment wilth Quarterly MNofices

Due ta the large nomber of Form 18 violatioeos, we concentrated on Form 18
violations when considering changing the assessment from daily 1o quarterly.
System programming changes, distribution of workload and impact en the busineas
partners were three major considerations in chianging the process.

Svstem Programming

Ta change the process from # daily assessment and mailing to a daily assessment
and quarterly maiting will require an cstirnate of 15 bours of staff time (o make the
necessary progranuming changes to caplure the vielation assesstnent on a daily
basis, report the vialations at the end of the quarter and prepare the assessment
netices te the carriers. This amount of 1ime is not insurmountable and could be
accomplished without much difficulty.

Dixtnibuiot of Warkload

Because Form 18 violations are assessed and notices mailed daily, payments from
garTierns are received in a mare evenly distributed manner, One staff person s
responsible for processing the payments, creditng the ¢laim invoice and
forwarding o Finance for deposit. For the assessments made between July i, 2001
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and hMarch 15, 2011, a total of 2,356 pavments have been processed to date, This
averages approximately 13 per dav, Assessing the violations over a 3 menth period
and mailing them at the end of the three month perivd will create a spake in the
number of puyments received daily during the second month of the next quarter,
Carriers have 30 days from the date of the assessment nolice (o pay the fine,
Chanpging the process 1o daily agsessment with quarterly notice will inerease the
workload of the staft procezsing of pavments and may impact other duttes and
responaibilities during thist specific time period,

Irnpract on Business Martners

S1aff discussed the proposed change from daily aszessment of Form 18 violations
to daily asseszment with quartzrly nolices with four of the larger insurance carricrs.
All reported some changes in their business processes weould be required to
accommodate, but processing multiple assessments accumulated over the previous
quarter with one pavment could be more efficient and reduce their expenses.
Representatives of ANG expressed interest In serving as a pilor for this praject.

Other Considerations

In Apeil 2010 the Commission voted to delay assessing fines for a period of three
months until the following fiscal year for budgetary considerations. While it is
clear the intent of the Commission action was to delay assessments and not delay
depasiting collections, a misunderstanding resulted in deposits not made for fines
asscasad prior to the vote to delay assessments. Ag a result the Lepgislative Audit
Council issued a finding that the action by Lhe Commission violated state law
{Provizo 8%.1 of the 200%- () State Approprations Act and Section 11-13-120 of
the SC Code of Laws), Upon receipt of this notfication the Cammission
immediarely ceased the practice and deposited all cheeks within thres business
days, Currently all checks are processed and deposited within thres business days
of receipt. The reported perception of interssted parties was the Commission was
attempting 1o “hide” money from the General Assembly,

[n light of this percoption, however widely held, muking this change in ow
assessment nolice process may be seen as another atteropt o “hide™ money from
the General Assembly.
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A BILL TO AMEND SECTION 42-15.94, CODE OF LAWS OF SOUTH CARDLINA, 1976,
RELATING TO THE MANDATORY APPROVAL COF CERTAIN ATTORNEY AND
FHYSICIAN FEES BY THE WORKERS COMPENSATION COMMISRION, 80 A5 TC
FROVIDE FOR THE ADOPTION AMND ABTUSTMENT OF FEE SCHEIAILES BY THT
COMMISSION, [0 PROVIDE FORE THE ALTUSTMENT OF PRGPOSED I
SCHEDULTES BY TTE COMBISSHON, AND T PROVIDE FOR AN AFPEAL

FROCESS FROM A DECISION OF THE COMMESSION CONCERNING A FEE
SCHEDRLILE.

02410711 House Entraduced and read first time (Hewse Jaurnal-page 5)
OF 101 Towse Befrreed to Commites on Tudiclary

TO AMEND SECTION 42-15-90, CODE OF LAWS OF SOUTH CAROLIN A, 1976,
RELATING TO THE MANDATORY AFPROVAT OF CERTAIN ATTORNEY AND
PHYSICIAN FFES BY THE WORKERS COMPENSATION COMMIISION, S0F AS T
PROVIDE FOR THE ADOPTION AND ADIUSTRMENT OF FTE SCEHIDULES BY THE
COMMISELON, TO PROYIDE FOR THE ADMISTMENT OF PROMISED FEE SCHEDULES
BY THE COMMISSION, AND TO FROVIDE FOR AN APPEAL PROCESS TROM A
DECISION OF THE COMBISSION CONCERNING A FEE SCHEDULL.

Pe il enacled by the Goneral Assembly of the State of Bowth Carolina:

SECTION 1. Scetion 42-15-90 ol the 1974 Code 1z amended to read:

"Saction 4.2-15-90. (4] Feeaforatomeyswrdphyavan: Attorncy foos, phyacion fees,
and ehpegeisl bossitals hospital charges for services under this tile shetHhe are subject to the
approval of the comnmissiang, Wi fe g physivian o1 hospital shatbewatithed i may not collect
fevss 2 e fromn an crmployer ot imsorance carriet until ke the physician o hospital has made the
reparts required by he comonission in connection with the case.

(B Amy-pespaawhe. MEE!WWM—@FW%&
sapseescorandered, unless sueh-considerativaoeprailily is approved-bythe- Conmmasionof
sueh-eaurt or whosnakesia-busiressto-selivie empoymer-erafwvaor-for-himsele
respect of-arr-elaeraravasdfar compensationshall-beguileafamivdemeansewnidupen
sobvictortbercafshallfor sach otfernse—tepumshednea-fine of nobmrersthentreatundied

dellaerarhyimpRsonnent-potte-evesed-oneaar—or by Doth-such-ineancHempasonment A

pErsim mdy ots

(&) receive 3 fee, prabnby, or othier eonsideralion for p service cendared purswant 1o this dtle
unless the fee, graluily. or other consideration i spproved by the eammission £t 4 cowrt of
gompeterd jurisdiction, or




(h] muke it & business 1o golicit cmployment for an altetney or hamwel[ with respect 103 claim
or award tor compensadion undec iy title,

{2t A violation i this section constitutes o misdermeanor and, upen convicrion, each ofiense 12
zubjcet to a fine oot more than fAve hundred dollas, npriscoment for not more than ane vear, or
both,

(Ci1)  The commission may adopt criteria o gstablish a new fee schedule or adpust st existing
toe echedule based ip whole of b part on the requicements of & fedyrally lunded propram, but 1t
it adopts adjusimens to an existing fee sehedule, Gnust adop) (bese ad] USLCnts on g snoual
basis, The gommission shall review a propoesed adjustment S increage of redugg thes teps b
moere than on percent annus]ly tg daermine whecher to:

{a)  inceeasc o reducs the peopesed adjusiment a4 the commission sunsiders BPPIOpCiats;

(b} sccept the propogsed adiustment.

(Mfa] A decision of the commission o inerease or reduce a tee schedule 15 reviewabla by
expeditel appeal 1o the Adminisirative Law Cour pursuant the Administrative Procedures
Mol

(b1 Onappsal, the Souct Ry

(i) aceepl the increase or decreass;

{ii} imposea lesser increass or decreass,

fiii1  revert the fee schedule 1o as itwas Tmmediately prior to the aonual adjustment,

(iv] ads the sppropriale conversign lackofs as necessary; ar

(v]  make ather sdjusiments {he cour considers reasonable.

ey The court shall issue a dugisian within mngly duys after i1 rectivis the appeal.

U} During the pendency of this appeal, the peoticn of the fer achedule under review must
temain the sme as it was immediately priot te the proposesd chianpes, bun all giher puctions of the
fee scherule or conversion fastors are effective and remein unchanoed ©

SEOTION 2. This acl lakes citect upon approval by the GovcInor.
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STATUS INFORMATION

Creneral Bill

Spongars Rep. Young

Diozument Path: Lieoueibillshagaint [E200aBY T .doex

Introduced in the House on Fanueey 10, 2001
Currently residing in the House Committes o Labor, Commerce and Industry

Sumrnary: Warkers' compeosation palizies

INISTORY OF LEGLSLATIVE ACTIONS

Tlate Body Action Duscriprion with joernal page aumber

127000 House Mreliked

1294900 House  Hefermed to Commitlee on Labor, Commerce and Indasiry
L1120 Elouse (mieodwced and read firse tinve (House Jeoonal-page 45

LAV Honse Refarred to Committes an Labor, Comnmerce and Tndustry (1Tonss

Jourmy|l-pepe 49

Yiew the et legizlative inlomation at Lhe LEITS wels site

VERSIONS OF THTS BILL

127020110
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A BILL

10 AMEND SECTIION 3873525, COIDE OF LAWS OF
SOUTH  CAROLIMA, 1974, HELATING 13 TIIE
RECUIRIMENT  IHAT AN INSUBRER WHITIMNG A
WORKERE COMPEXSATION  POLICY  SHALL  FILE
CLETAIN [NFORMATION On WIICIT IT RELIES T
SUTPORT 1% RATE REOQUESET, 5C AS T0 REOVLIRE THI
INSURER TO ADOPT THE MOST REECEST LOSE COST
WITHMN ONE HUMLDRED TWENTY DAYS OF APPRCAVAL
OF THI- LSS LOSTS; AMB IO AMEMIY SECTION
1E-73-1210, RELATING T0O THE REQUIREMENT THAT ITS
OBLIGATEIN 11y MAKE CERTAIN FILINGYE MAY BE
SATISFIER BY MAKING FILINGS A5 A MEMUBER OF, CR
SLOSCRIBER Ty, A LICENSED HATING ORGANIZATION
TITAT MAKES FILINGS, SO AS TO REQUIRE THESE
FILINGS BE RLULE AND FORM FILNGS AND NOT LO35
ST ADOTPTION FILINGS, aAMD RECGUIRE THE [KSLRER
TO FILE ML CERTATM AFPROVAL IE THE RATIMG
ORGAHLZATION TS WHICH 1T SUBSCRIGES [1AS A RATE
NCREASE WITHIN TWELYE MOMTHS AFTER THE
EEURER BECOMES 4 MEMBFRR.

Be it enacted by the General Assembly of the State of South
eralinu:

SECTIN 1. %ectien 38-73-525 ol the 1976 Code, s added by
Ael 111 ol 2007, is amended to read:

“Nection 3B-T3-525, (A} At leanl thiese siety daws pred e
belore wsing now rates, every cuch isurer wiiting workers
sempensatian  mast shall file iy mubtiplier foe expenses,
aggpzsmentls, profit, and comingzncics and any infomatian (clicd
upen by the insarer io suppont the mulliplie: and any modifieations
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gm-m.,_gj_ I:::g_ss cost, Fach insurer wliting vrorkers' compensation
insuran::e ghall adopt the mest peoent loaz cost within cne hondred
taenty duys of wpproval of the loss covks, T the gstisr §8 nor
asing e most recent less cost, g qpeprge ghyll File 1o adom the
pcsl_pecently apprnved Inss cost when it submils s loss cost
multepher (Mima.  This Bling 15 subjest to the approval of the
dirgctor or Jus dezignee, A copy of the filing muost be provided
simultanzously 1o the Consumer Advovaie,  The [iing wes
comain, 4t @ minieenn, the e ing information:  commission
espensCl other acquizition gxponse; peacral expenst, cXpuURses
assnciated with recoveries rom Ihe Second liury Fond: guaranty
fund  ssessmonis;  other  assessmants;  premivm taxes;
avisee [laneous faxes, licenses, or dses; and prowivion for profi aeml
contingent s and the date of approval of the Jags ooct o which
U multplier 16 applicd, which mpsc be the most resenthe spprovd
o5z wost  Hatg filings must be reviewed by an actsary employed
or retained by the departiment whe i3 2 mamber of the Amencan
Avadery of Artuarics or an asseciate ar Felbow of the Caswahy
Aciuarial Sceiety. Within the desbday sixiy-day peliod, if the
diccctor er is oeber dgsianee believes thg Inlommation filed s ot
cornplete. (e Jirector or his r—her designes st sholl notifye the
ingurer of additional intormetion Ly be peavided. Within fitfkcen
devs of reaeipl of the actification. (he inswror st shall presode
fhe requesied information o7 file for o Jesring challenging the
reasonakbleness of the diesctor’s or his e designiee’s roquest.
The Lucder: is an the inswer 6 justily the demal of the addiiendl
informatinn.

T Unleas o heating has been requested, wpen expiaticn of the
flvirky. ey sinty-day period or the GAsen-dey peried, seochsver is
luter, the insurer iy use the ones developed H&mf:—i-hE—HJL-HJ-Hp!EF
o o P e cRERReRedes usinge Lhe st

regently approsved Inss costs and Joss cost mulipher,™

SECTION 2 Sedion 2¥-T3-1210 of the 1978 Cude s minended 19
rcad;

USecdion AN-T3-12000 0 {A) An omsunée may sacishy  its
abligaton to make mquired rule and form filings, not loss cost
adeprion filings, by beceming a member of, or a subscriber 1, 4
ticemsed  raring  arpanization  which  mehss  Olings and by
autharizing the dieector or his designec fo aecept the filings on its
behalf.  Howcyver, notwithsianding any other provisions of tis

[3111) 2
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aricle, pa & momber or subscriber e, wilhin teeelve montes aflec
s membarslap or subzerbatship, may wor Fle 1o Adopt s/ g rale
appraved Far nge tor the Teting crganization if the al; 15 more than
the rate in wke by the member or subsenber peiss—ee before its
membership or subseribership o the rating orzanization  Funber,
notwithstanding  the  provisions  of  hoctions 38-75-1200,
TH-T5-T110, end 18-"3-:320, so o member of subsceiber, within
twelve months after {8 membership o subseribership, may oot be
gramed an vpward devistion feom s rate mn use when beccanse a
member or subseriber. However, iF o oruls mcrease for the jating
orgamization & approved wathin twelhve manths after an insocer
hecomcs a memhber ar subscnber, the membor or subzonber aeee
nersss-He—ples-by ke sane percentage of Rereasgremtedthe
rating orgamvation sha)l file for approval of (1) Lhe must mecent
Inzs cost within one hundred pwenty days of wpproval of the Joss
cavel, ané (27 the loes vost multiplier Lhal js spplicd (o develop: he
cites. This Tiling is suby roval of the dircctor or his
designee. Mothing containgd in this chupter mey be Sonstrued ag
[EQUITIOE BN AN InSuret [0 beconie 4 mermber of of a subseriber to
By @ Fting arganisation.

{13} Tn eddivion o wiler activities ol prohilbiled by fhis chapror,
a oeling organdsation may colleet, compike, and dissennats o
ihsurers doim pilations of past and curreol cremiums of msuwere,”

SECTIOMW 1 Saetion AZ2-15-93 of the 976 Code 15 emendsd W
reAd:

*hection 32-15-90h  {A1 Fees—frr—atkrmevg—anmd - phsicians
Atomey fees. phvsician foes, and eharges-e-hesmials hosmital
charpes for forvices umder This titlc shed—be sre subjeclt wo e
approval of the commissions, but s a physacian or hogpil shad
he—entitled—to may nol collect fees a g from an employer or
nsuaRes sarlier padl be the phvsician or hospiial has made the
rcp.:rns required by the commisgion n cennection with e 2ase.

[BE1) Agy porsod who Toeoiveirrvtee-or-othergonserutom
T T T L L e s e
mmﬂmw—ﬁ—ﬂpﬁm—bﬂﬁtm
Wr—ar—l‘-m—h-iaaaﬂt;in—mspﬁt—ef—my—q}lnim ar awm'ﬂ—fe:f
compersabinr—sial—be- guilty of a - frdepteffor—ard—dpon
O i - i i n .

s o rssenbersch o] il

311 3
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eraged-mre-pane—ae-b-both- ok Nive s impFiserment: A person
may ool

() receive a fee omteity, or other copgideration for a
service Tendered pursuant 19 fijs Ge unless the fes, eraluily. or
ollwr consideranicn js appoved by the commaszton of 3 court of
gompetent jursdiction: or

(bl make it 4 buosiness to solicd emplovineal (or al)
artorney or himzelf with respect 1o 8 clwirn or aaapd  for
componsation under this i,

{21 A yiolatien ol this sgghon gonstitules s muidemsanor
end, opon_gonvigtign, cuch offense v subject to & fine noet mare
than Five hundred dollarz. imprisonment ior oot moee than v
vonr, or bah.

(20 The commission mey adopl cnteria W0, Cxtablizh A new

bused m whole o pan on the requirements of 4 federally fimdad
prograns, buc of it adopts adjustments to oh existing medicel lee
sehedule, W mus adops these sdjusiments an an snnoad besis The
cogm issinn shall roview s proposed adjusligen] (0 nsrcase of
redyce fees for a specilic category_of 1pedical services by muens
thon ture percent anomally 1o detsimane whetber to:

(4] inereaze or reduce the prosozad adjesuncent as the
commissien conselers appioptiatie; or

() gevept the proposed adjustment.

202} Upon pedition by o roedical provider rendenoe
services 0o calsgory of redical seraces affected by decision of
fhe commission pnder subscction (CH Ly the affecting degjzicn iy
revigwable by expudied appeal o i Adminivtrative Caw Coud
pursuznt 10 the Adminiziralive Praocedorey Aol

b1 O sppeal. the gourt may:
(i} accepl the invragse of docrense;
(i) nmpesg a lodscr inercass of decreass;

mmmed=wlely prier 1o ihe anneal adjustment:
(v} adjust the aopropregle  conwers o fpedors A%
NeCoasary: Of
(+] make,  other  adctments the  eowt  ¢ongiders
reazomaile,
{e) The_goun zhall issue a8 decision wathin ey days

wfier jf regeives the appeal.
{d} Dwring the pendgugy of this appeal. the Tees for a

specific calezory of medical services woder review mwst remain the
ganle a3 it was immediately prioc we the proposed changes, but all

SINEE 4
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ather ponions of the medicul Fem schedule or conversimn GoTors ars

efleclive and remain unchanged

SECTION 4, This act takes etfeet opan approval by the Govemnor,
. .

[3.11] 5
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SECTION 10

Pharmacy

This sectinn stipulates anly thesc policics vnd procedures that are wiigue to Pharmasy,
Agbditiona] policy and procedures tha apply o atl providers are lisoed io Part 1 of this manual,

"avment for preseniplion drugs is limited o the amount sstablished by e tollowing formula,
ox bw the pharmacist's ot health care provider™s usual and custemary churge, whicheves isless, The
rmuta applics to both brand name and genens drogs.  Elowaver, all preseiptions must be filled
using peneric drugs, if available, unless the awthanzed treating physican direety that 11 be dispensed
dy wrilen.

Averape Wholesale Price + 55,00

The Red Book published by Thamsan Heuters may be used ay the source for the average
whalesale price (AP} with the AWP hased on the dare the preseription was digpensed. All bills
wrber thiz gection shall be itemized for proper teimbucsement. Ay issue arising as to the source of
average wholesale prica may be administratively reviewed by the Commission’s Medical Services
Crivision.

Ay medication or dras net specifically prescobed by the tesatiog physician shall non be
reimblesed. T the cvent the treating physician recommends andfor preseribes a particular drug or
medication At ¢at be purchased over-the—counter (without 3 prezcnpion}, and the itgured employee
pays [or the deug or medicotion, the Injured empluyee is entitled 1o reimburssment for the purchiase
upoe sutunission of the appropriare receipls 1o the smplovesinsurance carmicr

The price determined by the forooula will he the maximum allovable baymoent 4 provider can
bec paid under the Warkers' Compansatien Act. Ininstances where the pharmacy 's chirge i lwwer
jhan the maximum allpwable payment, or where the pharmacy hag agreed by concract with the
employcr of insuranse carrier ta accept disoeunts or foes lewer that the maximm allowable amoeunl.
paviment i3 made at the lowsr amuont.

Iy
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REFACKAGED DRLIGS

EACKGROUNRD

Fhyslckar dispensed “repacknged drugs” is a recent and growing trend seen in some states, expeciilly In
the warkers campensatian acea. Thesa are drugs that repackage rs vave purchased in bulk from the
arlginal manufacturer and repackaged into individual prascription sizes for physician office dispensing,

The repackaged drugs phenomeaon bas been introduced by physicians dispensing management
campanies, who either repackage or wark wilh a repackager, a5 an additicnal revenue streaan for
dlspensing physicians, As statad in a publication entitled MOOntions [“Mew Sourcas of Revenue Jpen Up
Possibilities”, Febrdary 15, 2002 )

One aption for new ancillary revenue 15 office dispensing of medication...Seweral

companias.. have develnped saftware that permits physicians to stock a limited iovantory of
drugs In thele offices and to dispense these medications for a prafit of 32 to 39 per arescription,
Tha additional revenua ranges fram 5,000 to 500,000 per physlclan, depending on the systam
and the number of prescriptions wrktten.

Workurs cotnpaeasation payess typleally reimburse for prescription costs baced on a facter afthe drog's
“Mverage Wholessle Price® {AWFE]. The 2WP |5 self-reported arighnal manufacturer data compiled by
commerelal publlshers of drug pricing data, such as Thamson Medical Economics, the publisher of Red

Henak,
FRAEBLEN

South Caraling*s Pharmacy Foe Schadule in essence establishes a reimbursament formula based on the
AVUP on Lhe date the prescrlptlan 15 dispensed, plus & dispensing fer of 55.00. The Federal Drug Listing
Mt claselfies repackapers g manufacturars so thay are permrttes] o redabel these renackaged drugs
with & new Hational Brug Code [ROC) number. The problem with repackaged drugs is that the
repackager, having 15 o NOC number, will estakllzh a new AWP, uaually at a much higher price than
that estehblished by the anginal manufacturer, As such, the prlee of repackaged drugs is not regulated in
Soeth Carolina,

SCHLJTIOMN

Louth Carnlkna’s Fhamacy fae Schedole should be amendag to maxe clear Lhat tha AP refarred ta
means the AWF askablished by the ariginal manufacturer of the drug, and not the repackager.

IS CUS50M

The increased costs of repackaped drops have Beanstuded o2 aumber of states, which has led to
gorroctive legislatian or amended pharmacy fee schadules. (2ee, tar exampia, the states of CA, FLA
[l=gislation wetoed by gowarnory, LA, M5 and AZ).

PESERTE
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The Warkers Compaasation Research Inseitute [WCRI) has recently published "prescription benchnarks”
far the states of Lawisiana and Flarida

Floridas

The WCR study lwand that the average payanent per claim far prescrlption drugs in the state's workers”
compensation system was $560, which was 38% highar than the median of the stdy states,

The slady deterelnegl that the maln reason far the higher preseription costs was that some physicians
wrot2 preseriptions and dispensed tha mod catlons directly to thole patlents. When obysicians dispensed
prescrlpthon drugs, they often were paid much more than pharmacles for the same prescription. For
waatnple, the study nored that doctors collectad an average of 96 cents per plll for the painkiller Yicedin,
while Flarida pharmmacies cellected 36 cants, They charzed an average of 52,22 per pill for the painkilter
Farcocet, while pharmaries colleceed 85 cents=—a 155% differance. 5ama, the inusele selaser,
pepresented the bigeest differcnce In the study, Workers wha baught the drug Irom Florida docturs patd
an average of 53.00 per pill versus the G2 conl average for phacanacies—a difference of 303%.

The 'WCR| study also found that some Florida physiclans wrobe prescripbions mare often for eortaln
drugs that were especlaliy profitalle, For exapple, the muscle relakant Soma was prestribed for 117 of
Flarida's injured worksrs, campared o 2-4% 0 mast other sty states.

WCRI also noted that prices paid to Florida pharmacics were ot the medion of the skudy states, due to
"t state’s pharmasy foo schedule, which is set at the level of the Average WWnolesale Price.

Based on a little known section of Forlda law, the Mlami-Nade County Pnblc Schonts recently
anncunced that it would no longer pay the physiclan’s price for physielan dispensed mepackaged drugs,
and of axpected to save STO0.00 in Workers Carnpensation drug casts in the first vear.

Liruaslana:

Tae WCRI benchmark study for Louisiana (March, 2010} found that the avarage payment per clalm for
prescrlptlon dnigs was 57 21— 75% higher than the median. Amang tha reasons given was the much
higher costs of physician-issued repackaped drups,

The stydy indicated that physicians dispensed 9% of alt prescriplons and 23% of workers roceiverd
physlelan-dlspensedd Frescrlpthons, When physicians dispensed, they were aften paid higher prices, The
price per pilf paid to physicians was appragimately 20-503% higher, for some comman drugs used in
Lowislana, than the prices paid btz pharmacias sarthe same prescription. The price diffoeence was much
higher for other drops— for example, the price paid per pill for 2oma was 33.22 if dispensed by a
physlcian, but aaly 99 cents IF dispensad at a retall pharmacy.
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+ The Mississippi Workers Cornpensation Commission approved o 2019 Medical Feo Schedule,
effective July 1, that caps the prlce for a repackaped or physivizn-dispenzed medicaticn at the
AWP uxed by the original manufacturers=—not secondany codes assigned by drug repackaging
Bouses hefore they sell the drigs to Mississlppl doctars,; the schedule also allaws a 55.00
dizpansing {aa.

s Coflfornia revesed 115 fee schedule in 2007 12 regulire that repackaged medications he
reimbursed at the same level provided in the California fee schedule for phanmacy-issued
medicaticns,

+ InSeptember 2005, the Anzona [ndustral Commmlssioen reviged it fee schedule to require thar
drugs be bliled at orlzinal AWE [evels ragardies: af where the prescriptions were dispensed: the
schedule allows 2 57.00 dispensing Faa.

Louth Carpling Data

While there |5 no WCRI benchmark far 3ouch Carcling, one major insurance company weiting workars
COM peRsAtian insurande analyred its intarnal South Carelina data from the period of August 2009 to Juby
2010 The study includrd a tatat of 1,311 patlents wheo received a total of 1,998 prescriptions for
physician-|wsycd repackaged drugs, The tetal dollar value of these prescriptions was 5216,000. The study
fournd that the eost af 2ome repackaged drugs was as much as 354% ower the Auverage W holasale Price,

EUGGESTED AMENDRENT T

Its suggestad that the fellowng languagze taken framm Florida House Bill HB 5603 [2014) be inserted inta
the existing Seuth Caroling fee schedule faflowing the sentence that reads “The feg Beaf pubfished by
Thomsan Reuters may be used as the souice for the average wholesale price (AW with the AWP based
an the d3te the proscription was dispensed,”

Tha reimbursement amount for a drug that has been repackaged nrrelabeled shall e caloylatedd
by maltiplying the number of enits dispensed times the per-wnit average wholesale price set by
the ariginal manufoclurer of the underlying drug, which shall not be tha manukacturer aif the
repackagad ar relabeled drup, plus 55406, except when the carrier hos contracted for a lower
amount. Inng casz shall the repackaged or relobeled drug price cxcoed the amount othenvise
payanta had the drug not been repackaged or celabaled.
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PCI Property Casyalty Insurers
Acco¢iation of America

Shagre] tha Fanre of Amercan nsmne e

KCIMIET. BATCRWAM
WICE PRESIDENT,
WORKERS COMPENSATION

Jdanuary 17, 2011

Mr, Gary M. Cannon

Ewrrutive Dircchor

Scuth Caroiina Workers Compenaation Coemimig:sion
P.O_Box 1715

Columbia, SC 26202-1715

[RE: Repackaged Drugs and e Phammacy Fee Schedule
Draar Mr. Cannon.

On nahalf af our membars who write over 40% of Ihe workers compensation prormium in South
carglina, the Property Casualty Insurers Association of America urges the Commission to amend
Il& pharmany fea schadule 1o clalfy Inat the average wholagale price to be ugad in calculating tha
fee schedule payment shall be that of the original manufacterer of the drug, not the new NDC
assigned 1o hat product by the repackager. Whila tha Fadersl Dneg Lisling Act of 1472 trealks Iy
company that breaks down a large bottfe of the drug inte many smaller bottles as the manufacturer
with the ability to assign a new MOC number ta 3t and post i own average wholesale prcs (AP,
an Increasing number of slates recognize that repackaging i being used to gat arund pharmacy
fee schedule reimborsements to increase the price of the drug  This increases e cost of workams
compen salion for employans without providing any benall 4o inorsd wonkers,

Repackaged drugs can, in moat states, be dispensad by 3 physiGian or 8 phermacy, Howesver,
abol three-guanars of rapackaged diug costs it workears compatsation come from repackanad
drigs dispensed by physicians.

While there may be kegiinate reasons for physician dispensing of drugs and for repackaging drugs,
it rg glear i the: workers compensation seitlng the prmany reasan i profit, Thiz was first resogrzed
as a significant zource of unnecessary coslin California. Firms that either wens repackagers or
firms that specialized in setling up doctors offices o dispense repackaged drugs and hill for hem
taesgaan sellirmy clowctors o Ihe practice proft S be mads by repackaging drugs. & July 2008 study of
physician-dispenalng of repackaged drnugs by the Calfornia Sommizsion on Health and Safety and
Workers Compensation found thel over one-half of tal wasrkers cormpensation drug coals wers
gerng W physiclan dispencad drug cocte. The same study revaaled hat these physiclan dispansed
drugs, on average, cost 4980 percent of what was paid to pharmadies. The most common pysicians
dispensad drug was 3 generic form of Zantac which, on gverage, cost over 1700 percent of what
phamacies recazvard [or tha saene producl. Byentoally, Californla by rola required that the physlclan
dispocnsed repackaged drug be reimbursed at the same rate paid to phamnacias. Physician
dispensing then deglined significantly,

Howewer, studies by the WOCRI and NCC| have shown that phyzician dizpensing of repackaged
driegs has spread to othar siates. The 2010 updais of NCGCI's Werkers Compensation Mrescriphicn
Dmug Sdy found that the dollars going to physcian dspensed drugs thpied bebwaen 2007 and
2008 11 South Carslna, whars dver 15 parcant of 1ne workers compansalion pharmaceutical dallar
15 for physician dispensad drogs. Tha NCCI comparad the avaraga prige of nop-rapackaged

26090 South iver RCzd, Jws Pla™aes, 0 63013-3254  Telaphons Ba7-297-7500  Facslinile BoF-192-5060  wiww peldang



pharmacy dispensaed drugs in South Carsling to the average price of repackeged drugs cspansed
by physicians and pharmacies. Both wore around doukle the price of the nen-repackaged drug.

Biafore the problam gets worsa, 1he Progerty Cazualty ngdrars Associatlon of Amenioy orgas hs
Comrission b take aciion Lo limit reimbursement of repackaged drugs Lo that made for the cnglnal
menufacturer's MOC, The Commisson may wish 19 ook at the rules adopted by the Bississippl
Workars Sompansation Aagency hat addeass not anly rapackaging but atsn compound drigs,
Subsequent o ils action on repackaged drugs, Caliiomia has scon growth in the uze of compound
drogs and e cembining of & drug wilh @ “medical lood” inte 8 “Comeenience Pack” a5 ways of
avouding the original manufacturars KOS number,

If you would ke addilional infarmalion o woukd lika b dlzgoss thess issliss with v 0 greater detail,
please do not hesitate w contact cur lacal counseal. Robert Holong; aur regicnal govermment affairs
perrson Based in Atlanba, Michaela (sl o me.

Yery truly yours,

- )
St 7
Kaith T. Baleman

KT8,
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Janvany 17, 2011

M, Gary k. Cannon

Executive Director

South Cargling Workers Compensatlah Commission
F.O. Box 1715

Columbia, SC 23202-1715

Ee: Ropackaged Drugs and the Pharmacy Fes Schedulc
Dear Mr. Cannon:

Tha Amencan [nsurance Association (AlA) joins the Propetty Casualty Insurars
Associalion of Americs (PCIAA) in urging the Cotmmizalon bo amand s pharrna-::yr fee
schedule to clarify that the average wholesals price (AWP) io be used in caleulating
pharmaciitical fee schedule paymenls shall be that of the original mantfatiurer of the
drug, nol the new MNalfonal Dug Code (NDG) assigned fo ihal product by the
repackager.  This amandment would eliminate unnecessary workers' compensation
costs while pratesting injured workens from profit-driven over-preseniption of medicalion.

Physician dispenzing of "repackaged” medications - encouraged by diug repackaging
entities who explicitly market their services as a way for physicians 1o increase profils -
is simply a way o svade the stalutory fee scheduls for prescription drugs and change
saveral fimos what a pharmacy dispensing the same medication would charge. The
repackaging prablem first aroge in Califormia a few years ago, where studies showed
thal physician dispensing in workers” compenaalion claims accounted for 30% of all
prescriptions and S0% of prescription costs, with an average mark-up of 430% and
sameg mark-ups exceading 1000%. |n 2006, California took regulatory action o close
the repackagng |lvophole, and the results have been very positive, Howewver,
repackaging remains problcmatic in many states, with nearby Florida being the worst
offender, according o studies perfarmed by the MNational Council on Compensaation
Insusranca (MCCIY and the Workers' Compensation Fesearch Institube (WCRI).  The
Flarida Legislature passed a bill [ast year that would have eliminalzd the profit motive in
rapackaging, but the bIF was unfertunately vetoed by then-Governor Cnst.

Us=ing the original drug manuiaciurers AWP inslead of the new NG assigned by the
repackager would follow California's pozitlve example in closing the repackaging
Irashole and reining in oxcossive cosls and untlecessary prescriptions. Ik is important
v mote that this would not prohibit physlcians from dispensing medications to injured



warkers. Rather, it would simply subject those medicaticns o the generally applicable
fee schedule. The notion that eliminating lhase exorbitant mark-ups wlll effectively
protbil pdiysiclans Irom promptly dispensing “life-saving” medications fo injured workers
has been undermimead by studies parformed by NCC| and WCRI which found that the
most commenly physician-dispensed drugs are anfacids, muscle relaxants, anti-
inflammatorics, and mild painkitlers. According te WCRI, Flanda and Maryland {where
there are also [arge dispensing madk-ups) are the only states it which Zantac is
presoribed to any meaningful extent, and muoscle ralaxants are prescribed mors often
when dizpensed by physicians,

We believe the adoption of tivs amendmeanl woukd benelit both employers and injured
workers. | you have sny questions, pleases feel free to call me at (202) 828-7167,

Sincerely,

D gr=iA
Fonelly A%
tannath A, Stoller
Senior Counsel

R
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WORKERS COMPENSATION PRESCRIPTION DRUG STUDY
2010 UPDATE

The welume of preactipdlen drugs dispensed by physicians to workers companzation (W) claimants hat rizen shar ply
i 1egent years—putting upsward presture on W casts This study investigates this and nther issues associated witly
W prescription drug {Rx) casts,

KEY FIMDINGS
» W onsls due e physician-dispensed drugs rase dramalically in 2005
¢ Thrag-fourths of WG epackaged drug coels criginate kam physlcans.

o Lowets than expecied emengence of Fx cosls has provnpled s bo lower cur projecied ullirgale: R share o leisl medical
fram 19% 1o 8%,

¥ AAcr o seecningly abnoemal yaars inwhich price change was the demninant factor af‘ading pecialon WL Hx oozt
Incresees , Jidlization change bes onca apain :eken iz histoicnlly dunsrznl rola.

o EVSOMTIND has hecnene the tao prescribed (in eros nd falas dollare) WS RAx. & auccassiol palonl depesse, which
resUlted T M removel of the exlgnded releasa genaric varsian of CRCECONTIM® fram Ine markal, is ikaly Fe naijon
gaanliilaul ey Backar,

In additian to a new ook ot physican-dlspersed érugs, we have updated prior analyses far

+ The prasciplion <rug share af tala’ redical cosls By injury year
«  Changys in jarix, uklizaborn, and cosl

#  PresaTEng pasdemns

a  Diagranings by overa: cosl

HISTORICAL BACKGROTHD

Prescripticn drugs have been a significant driver of WC medleal ensts far many years. KCCLirst ecamned WO Ry
issues in 2003 and found that utilizaton |as oppused to prze] Increases were the significant foree bekird Rux cost
increases gk thak e, In 2007, NCCI feund Ehat state cost differernces were deivert mast |y By the mis of drugs
prescrbed [as opposed to price ¢r number of scripts). Several drugs, such & ACTIDE and MOBIC® have shown
significant changes in market share ower the coursa af these pricr studies. For furt her historical decails, plegss ses
our praviaus the studles—mnenlable for cowrload at mecl.oom,
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STUDY DATA

The data used in this sludy is for services provided betwesen 1996 and 2008 on injuries that ooourred between 1054
ard 2008, evalugted” s of hely 1, 2009 *Prascriptiondrog,™ a5 wsed In this study, is defined as a drug ident fied with
a Mational Drug Code (NDOCh ar A cArmizr-specialized drog oode.

Crrug vasks |aak are puadied with other services and Included in zodes such as Houpitel Revenue Codes, Healthcare
Cormiinn Srocedara Cade Systerr (HCPCS) or Current Procedural Teermiholagy {CF 1) were not included i thls study.

PHYSICIAN-DISFENSED ANT REPACEAGED DR UGS

Matiohal Viaw

Lsually when 2 doctar prescribes a dfrog for a patient, the patient purchases the drug from a pharmacy. But
sametimes the doctar fils the arescription in their owh offlge. Some raasons for this inelude;

1. The phyeclan waris the patienl to start tekma the etug immediatedy and d2penase enaugh madicalion fo s unkil he
aalin el vt 10 3 phATnEy,

2. Tha physkian canont be aure what the -kghl modication or deaage shoald ba, and disponsos & few days” aupply of
medieatan o daterming whednar hal course 15 efacliva,

A I enight be swonvenient for bws patient 10 981 12 B Bharmacy, or
4 Tre physiaan i@ koklng 10 ncraase ~syerwe by relelning sons of the besinass he would abarsiza sand b pharmticios.,

The cost per untt of physician-disaensne drugs 1= ofter. higher than the cost ger unit of the same drog dispecsed by a
phatmacy. Factors conbiuting e ower per unit costs for drogs supplled by pharmacies arc the evongmles of scale
and the fart Ehal theyafeen-provida 2 larger guantily of drogs per transaction. . WL

W drug costs hava alwats incluler some cost Far physician-dispensed drugs. Recently, we have scen a sharp
increase in ERese costs i Almost every stata.
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Cwhibiz 1 shows, by seroce year,’ the pereeitage of Wl Ax dolars due ta physician dispersg. In Service Year 20418,
there & a dramatic ¢ reate n the portion of drug dallars assucisled with dnigs dispensed Dy physicians.

Physician Dispensing Increased
in Service Year 2008
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California is a large stale and, throwgh 2007, had 2n unaselly large share o W drug costs dun ti phiysician-
cispensed drugs, As such, Calfemia has a big irkpact on counzrwide statistics. Exbibil 2 xchides Califarniz and
ShCWS AN Even MOne draeaiic ncreass for the remaleing stotes.

Physician Dispensing Increased
Even More, Excluding California
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Exnibit 3 examires the inurugse |11 physioan dispensing across <laim age and i lustrates ba irmpas-tant pelrts.

1, The partian af Re cogla dle to physician-disponsed R tecmases as clains aze. The Zechaa 53 one movas bokeeen
groupings Trom Ll o righl Bustoales s,

Oidar and aeser c BImE alke a7 BxXpenancing o incease n Bx oosts dus fo prvs clan dispeneing. Thaincrease in
Gendics Year 28 within afch arauplng Nuskratas ti.

LA

Physicians Have Started to Dispense
Drugs for Both Newer and Older Claims

405
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Roglonal View

The Service Year 2008 ‘Aarease In physionn dispensing illustrated by earlier exhibiits 15 -Arcuidng [ ol most swany
state. Exhibits 4 through S s the tread in the pornon of paid Rxdellars resulting fram physiman gispensirg for
Serrice Years 2005 through 2008 for states with:

+  Higher than baical (7 15.5% ) physlelan dispensing ghares in 2308
+  Typica (5 15.5% and = 10.5"% physican diepansing sharas in 20802
«  Lower than tpdcal (= 59,9%) physiclan dispensing aharea in 2008

While Califamia [Exhibit 3) has-showr some decraase over thesa chree years. it nemains the state with the highest

physician dispensing rute, Grepon |Eshihit 3 aluo shows a decreasing disponsing rave- These Dwo states are detailed
in later cxhibits,

Fxhibit T surmarizes the physcian dispe-wsing rate by state for Sarvice Year 2008,

Physician Dispensing Increased in
Service Year 2008 for Mast States
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Physician Dispensing Increased in
Service Year 2008 for Most States

Typical Share Siates
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Physician-Dispensed Drugs
Paid Share of Rx Varies by State

Service Year 2008
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Exhibir 7

Drug Repackaging

My B i urigguely ldentified by o Matlena® Grug Cede [MDEC). M DCs are specitic not gnly 1o the praduct |includ: ng
strenglh and farmulaticn] and package sizz but alwo to the labaler. Labelers arc rmanufacturers, repackAge s, Ard

dlstelnutors. WE Ax fee schedules are typical®y bosed on Average Whale<ale Price [AWP). Since each NDC cames with
a unigue AWP, any firn that repackages o drug can set both anew NOC and & new, pussialy artfleially inflabed, AWP,
A5 a resuls, W posks For repackaped druges have grawn uut of smpartion b tae nu mker nf presce ptions weltten far

repackaged drugs.
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First, we look 2t who is dispensing repackaged drugs. Exhibit B showe that fae Service Year 2008, nearty thrge fourthe
of casts due oo repackaged Ax were Far drugs dispensed by physicians- ingluding Calitarela, nearky twa-third: al
physan-dispensed drugs are nok cepackaged, Excluding Califarnia, this share dmps ta | <t aver gne-aal! The
Givergenca in physician practice in Califoreia from that in ather states can partially be explained by a reform enactad

in M7,
Three-Fourths of Repackaged Drug
Costs Come From Physicians
Shares of Tatal Workers Compensation Prascription Drug Coasts
Servica Year 2003
2o
W Fiyysidan Non-Repackaged
W Physician Repeckaged
20% T Ml Pharmacy Repackagad
& n
& Y
15% = g
& — o
1 o T — .
£ z 3 &
b gy ¢ DR - B E E-. g,_
! g = L
E a2
1773
Including Calikarala Excluging Ca lsfarwua
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On March 1, 2007, California chanped its policy on &% éelmbursamert. Pricr e this date, prescription drugs Wer
raimbursad sicher-

1. Arsrerhiog o tne MedCel dulatzse (IF ihe dwg appears in Ll lAtabRse), or
2 Ata multiple of ils AW plaa a dizpensig ige Fthe dreg's MOG il wd appear  Ihe database] 11,2]

ThIs allovend repackagers to credle pesw MOCS that did oot appean 1o she Medi-Cal datobsws, These repackaged drvgs
weas]d rhen be resmbursed based On The B8P set by the repal kager.

After this change toak effect, prescription drugs That do not appear in the ped|-Cal database are relrbyrsed either:

1 Arcording \o tha Medi-Cal dalahaze's sniny for tye KOS finm the original manu“asiurer [f tis onginel OO appesrs n
ihe datkase]. ar

2. At B3% of the AWP of Ihe least axpaneive fherapautcally equivalent drug [if this aryginal WO dogs not appesr in the
Lalabkacie)

pus a dispensing lee [1].

| £t'% ok at the impact that khis recent reform had on repackaged and physician dispensed drugs in Californid. &s
displayed in Exhibit 3, the portlen of Calformia® Ry dollars arizing from phySean-clspensed repackaged drugs
increascd dramatically from Servioce Year 2002 through Service Yoar 2006, Since the change rmace repackzged drups
relativedy bass lucrative, the partion of drug costs attributed fa repackaged drugs decreased dramatically in
Califemia.

Nan-repackaged physician-dispensed Rx shares were relatively $mall through Service Year 2306, The 2007 refarm
rmade non-repackaged drups relativaly mare lucrative, A% a result, the porsion of drug ¢osts attnbuted b onen-
repackared drups irgreased sharply in Service Years 2007 and 2003

The CallFornia refarm did reserse U}'ﬁ:.éfﬁ;‘&dﬁ’éfi'r}'i"ﬁﬁmnatic wncrease in the partion of W R costs e w all
physlcian-dispersed diugs, However, the Service Tizar J00E <hare is still at 2 higher lewel than waz obsesied three
YEars ago. h

A tecent CWE ] research nole [3] also axamines WE By gses and wsa in Califorrig pre- and post-reform, Thiz study
identicies saversl categanes of drugs that show signifizant Rx share |ac:2a52s eoinciding with this veform. One such

cascgary iv LORVEience packs, which ¢onsist of a drug and medicad Food compound. The share of all {both phiysicidn.

ang nct phys-cian-dispensed) Callformia WC Rx cosls atnbuted ta this categuny roese [rem ess than 0.1% in 2005 ta
rnare than 5% in 2008,

10
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California Reform Reduced
Physician-Dispensed Repackaged Drugs
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oregar also recently 1k actlon aimed at contralling costs of physician-dlspansed drogs, Not onby has Oregan sean
a prellng i the chare of casts dae to physivian-dlipensed repackaged drugs, but it has alsa reem a decling in 17eR
chare arising froas physecian-dispensed non-repackagad drugs, Exhibbt 10 shows the shaecs Yy service year [or
trpackagec and noarepackaged physician-dispenzed drugs in Cregon. € July 1, 2006, Qregon reduced ths

¢l rmbrarsament rale Jar Mk I WE Fram B3.0% of 2verape wholosale price with an 58 70 disaensing fee to 83.3% of

MOD) REGE ARCH BRIFF

averape wholesaie price with a $2.00 dlspensing lee [4]

1%

10%
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WarUmgen
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Oregon Reform Reduced
Physician-Dispensed Drugs
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Caliornia and Oregcn have hal hlgher than averags shares of diag coss due to physician dhupensing and have
racently taken steps ta ruduce these costs. Georgia 35 mere Wypical of the sverage state with doth prysican-
flispensad repackaged ané non-repackaged Srags incroasing I Service Year 2008, 55 5xwn In Lehidit 11

Physician-Dispensed Repackaged
and Non-Repackaged Drugs
Are on the Rise in Georgia
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Patterns [n Physician Dispensing

W naw tare a focus=d look at pliyslelan dispensing polleens including drugs dispe nsed, their markup, guanaty
dispensed, And dispens na repu larlty. The nationwide average patterns are not AeCossaridy rapraserntalive of what
nLLuts n any individeal state, Because ot this, sarse of the following anakreds ase preserted forjust GiEarha of
Flarlda. We think that tiis beteer jlestrates current t-engds in patterns ol workers compensetion drug dispepsing.

The most popular drugs e ghysician dispensing are not necessarily the most popufar drugs for W ovverall. for
example, CARISOPRODNIL, MELOXEICAM, and RANITIDINE HCL wen the top three phyician -disprnsed repackaped
drugs i Florda in 2008, while LIDKJDERBA” wias highasl in rank Frr all dnegs dispensed i Florsda. The rarking: for
ather Top Jrugs are showen in Exhibie 12,

Top Physician-Dispensed Repackaged Drugs

Florida—Servlce Year 2008 Ranking
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Exhibit 13 looks 4t the splt hetween generiz and brand-nome drugs in terms of both costs and mumber of
prescripticns fof Flarda Servies Year 2008 ‘or physlclan-depenzed drugs. 1t alzo makes Lomparsans betwesn all

drugs dizpenses and drugs dispenzed by physicisns,

Abruk threg-qaarters af all WC Rx are gononics, while only a litthe cver half of Ry costs are from generics. Thes is i
surprising sinee brend name drugs Sypleally cost mare than their genened sounterparts.

Generics account far 2 sigher propertion o* the nymbe of prescriptians dispensed by phyians [#4%) than of tatal
precoriptions [76%:, At The same time, generics accoant Ioe aneven higher proportion of Lhe costs arising from
precoriptions dispraned by physicians {749%} than the costs of all drugs {54%), repardless of whe dispensed them,

Physicians Generally Dispansa
Genearic Drugs
Florida—Sarvics Year 2008

Prescription Count Pald Dollars

100%
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Exhitut 14 shews averape price [detined by reélmbursement ratas) ra lativines for cevaral states. This 2xbibit ndcobes
that:

»  1he pnce of phyaicien-dispenced mpackaged drugd 5 goeedlly b 1o ree times tre pnos of comparably plunicy-
dizpEnzed non-repackspesd druns,

+  The markap for phanmaoyedispenied repackaged drugs is similar o bhal for plysician dispensed repackages drugs,
and

»  Mricas for phwskian-diepenged nom-repackagrd desgs lend B o 10% b 20°% higher then pharmecy-dispnsel rn
mpackagusd deus

Average Prices Relative to
Pharmacy-Dispensed Non-Repackaged Drugs

Fhysician-Dispensed Pharmacy-Dispensed Physlclan-Dispensed

State Repackegad ___Repackaged Hon-Repackaged
FL 23 1.8 14
GA 24 2 1.1
n 2 232 14
LA z4 2m 12
e 2R 27 10
R 1B 18 14
WA a7 X 12
86 16 SR E S S 11
o an z.8 4
T 21 Y 11

ST " [k, a1 Cre wamrla dels el Ly < unma

Exhilrt 14
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Faa—seis,

Vhe markup on some repackagee drugs is much higher than che average. Exhibit 15 shows that the price fur
prysician-dispensed repackagrd CARISOFRCGDOL |5 generally mare than five times e price when teis drug is
dispensed From 4 phannady and has not been repackaged.

Markups for Some Repackaged Drugs
Are Much Higher Than Average

Unit Prices for GARISOPRODOL in Service Year 2002

Phyalclan-Dispensed Fharmacy-Dispenaed
Slate Repeckoged Man-Repackageod Ratia
FL 2 5053 7.1
1 1225 J0.53 .1
L& 153 $0 G &0
ol §3.06 Jona &0
NG 5510 $0.57 g2
sk 2. $0.47 fi.£
T E—"k;fr'fifiil;u'nwunrhhm Ty rRn ) T S e
Exfrilnit 15
17
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Whan physicians dispense drugs, they a%en dispunze rinte thar one drug at the same time. & typical exam ple is
Goara:a for Service Yuar 2008, Feribic 16, where neasly half of the tme thal physicians dispensed at least one dnig,
thry dhzpensed more than One,

Eroporicn of Vit

Physicians Often Dispense Several

%

sl

e,

m% |

W%

Drugs at Once
Guorgla—Service Year 2008
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Extubit 18
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Claimanls aften continua ba receive physician -dispensed drups for extended periods. Exhibit 17 lanis at tha duralion
o® physivien depansing. Ciaimanls who recaived a1 leasth onea phiysician-dispenses drug in the first quarker of Seryie
Year 2078 were identilied. Eor thig sama set of ¢laimants, the numbar recelving at leact one physimn-dispenscd
d-ug i Li1e second, thizd, and fodrth quarters aee s,

OF thase claimants wiv jecened at 1east ¢ne physiciar -dispee o drug in the first quiarter, RS also pereived at least
one physician dispensed drug in the fousth quarter. This provides evidence that « significant portion of physican
dispznsing gocs well bayond the itital tupply.

Physicians Frequently Dispense Drugs
for Substantial Periods

Georgia=—Sarvice ¥Year 2008
For claimants getting physician-dispensed drugs in Fiest Quarter 2008,
proportion geiting physician-dispansed drugs ln subsequent quartera

. 100%

=
a
o

£ A%
.

)
e

ER 1
EE 0%

157

EE""-'"%#' -__.__?_r::”:;r___.__- S
=

=
T
x 0%

141 H 2] 3 4th
Criartara al9a rlco Yaar 24
. Clarhie] YT <SR o e Ly L

Exhibe 17

19



MOl RESEARCH BERIEF

MEDICAL-OMNLY V5, LOST-TIME CLAIMS

Injaries resulting in medical-anly clalms are generally less suvere than Injaries resulting in last -tim o clirims,
Tharafore, these 1w by es of injuries might b= expeczed to have differing shares of Rx coss rolative e wotal medic!
coste, Exaibit 18 slwews cumalative Rx shanes af Wi modical couls daring the First threa years followl ag oy far
medical-only goad [psl-1ne claifns.

Inltially, red cal-anly claims have a higher proportion of medical coses ansing from B | hree yaars atterinjusy, the
ft share af medical for 'ost-time ¢laims has avertalen the Bx shart of roedical for medical-only claime, The saren for
all claims, last-time plus medlcal-onty, closahy follows that of loase L claims.

Medical-Only Claims Initially Have a
Higher Rx Share of Medical Costis

T
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whlle Exhibit 1& shows thar a higher proparllen of madical coses arlse Tem &« for medcal-only clams tha fr lost-
fime claims, Exhibrit 19 <ljows that this d ffesence comes frae higher spending on ridical costs other than By, | ost-
time claims typitally sperd mare per rcdlcally acthve claim dan all medica services, Initlally, Iost-time dairms have

disprapartivnately more medical costs ansing from cther 1haa R Kowewer, this relaugnship revarses by b s220nd
year toblowing Injurg.

Other Than Rx Cost Per Lost-Time Claim
Falls Relative to That of Medical-Only
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Exhibit 1%

Exbibit 20 alloeates B2 £osts into varivus caregories of drugs for both lost-time and medizel-a aly claims, b ZGOT,
NCLI[S]) Enarmad that the distribution of drg costs across dilferent diug categones varies with ralative serece year. As
surh, saroe of the diferances belween the distribution far lost-time and medical-only claims can be ateribuzed to

'.llll'hF'.-" medical sarsices are |}rﬂ'i'|I:'E'|j for thesd: Ty dl'rfEl'El'lt claim mﬂs_\"ullth mEdiﬁI-.’J“l"' L lalms tﬁm":a""' rE":E‘i'i'i"H
wore of medlcal wervices aarlier in e Yife of the claimn.

Exhibil 20 15 ronsiste nt witk this pastulaticn. For instarce, in 2007, the share of anti-Inflam matories was found to
drop with relative serlee year, Exnibit 20 shaws that medical-only clalms have a relathely vigher pertlon of Az costs
acizlng From this particu.2: sarepory. Canvertely, In 2007, thie share of Analgesics was Freorigd 10z lroemse wish relatpe
sence year, and Exhbit 20 shows thal firo partionaily more ol A onats from lest time ol mg alie fram Ehis
categary
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rREC

The Distribution of Rx Costs Across
Drug Categories Differs by Claim Type
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Exhftn 20

NRIG TRENDS IN GENERAL HEALTHCARFE

Total US healthrare spending grew 4.4% n 2008, according o the Centers for Medicare & Medicid Sordces (C05
[} Comepared to 6.0 groweh in FECT, this shows o slawdown inthe rate of growtk. of total US hraltheare spending.
A% e same time, growdhin kaka | U3 healtheare spending on R deappad from 3 4.5% ircrease e 2607 to a3 2%
wncreasa in 2008, a5 shown in Exhibet 23. The CMS 7] cives snveral factors that cortribured to the 2008 deceleration
in the growth of US healthoare spending an Bx:

«  EMagrts Af tha recessita
*  Alwar than usual ralg g e product inrrxductions
=  Ciancems aboul s20ety
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Growth in National Prescription Drug
Expenditures for General Health
Care Is Decelerating
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Extrbil 2

TRENDS IN THE PRESCRIPTION DRETIG SIIARE OF TOTAT, WO MEDICAL CO5TS
Cxhilial 7 ¥ shows the incremental Bx shave af tatal medical costs” and illusteakes bwo distinct patierns;

1 Thoiscremental Fx ahers of 10%e] modicai caslincreazas witn rmlative sandce gen'—ihat 15, &2 clairs age. This is
ilfusiratad by L lead Ihal ines represerting Noes malas ralatve 9ardcs years hewe a sysematisally gher Rx share
o lotal madice.

7 Ashe injury yeer Incraasas fmuovire fom @M 1o dght a'ong 1he x-axis), thene is @ geoeral increasa in e Bx shato of
tetal medica), with e ncresse evartually leeeling aut. Thie evsiing ocoars earie: for e ki iddore relelive serdco
wears ana latcr Eor mom maluke reladive sSTvice years.

lar corn parison purposes, Cxhehit 22 aleo shows select valucs from the 2008 update® batn the then last cheerved
sarvice year and seiect projected values feom the 2005 update are shown. Historically cbserved values are shown 25
solid markers, whlle projectad vatues ore shawn as holkow rarkers. As can bu wean, {he *006 update projeced the
1%t threnigh tha Sth relative service yeas 1o rernain fat, while expectiap subsequent relatlve service yoar's to trehd
ar hlstaslcal rates.

Taking the 7 relatlve sendce year fred line wilh Lriangudar markers), far example, one sun see that the projections
ware in life woirh the phseried trands as of the 2008 update. Actual emergerce wias ruch lower than projected,
with ar apparent flattening in the incroase of the Rz share of total medica. Lmnraugh the #Eh relative service year,
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Rx Share of Medical Costs Is Emerging
Lower Than Previously Projected
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Exhibit 22

Evh:bits 22 ana 24 Jre tirmlar to Exhibit 22 bt drsplay the Seh and subsequent relative tervico years. The [ongLailed
nature of Wi esaggerates the impact Gf the high [currently upswards of 4005 incremental Bx share in thuse older
relative sevlee years aad makes ghenn of particular interest.

Additicnally, Ealibbits 23 and 24 show that the systamatic increase an the Rx share of lotal inadlcal by relative se rutce
year hreubs dgwe Tor BYese mérs matu e relative soeviee yaars. Only future updates will el if this brea'uawn points
toward an upper limit ar 15 simphy @ current sngmaky-

These cxhilits de net provide sufficient evdence that lie mers maturs relative service years nave reached & turning
AL As such, we assume bhat wee will cantinue e see an epward trend i the older relative sarvde vedrs, but we
have salacted ltimale [evels that are lower LEan those inthe 2003 wpclale.
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Rx Share of Medical Costs Is Emerging
Lower Than Previously Projected
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Rx Shére of Medical Costs Is Emerging
Lower Than Previcusly Projected
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Ectimating tha Prescription Drug Share of Total Medical Coste—Two Scenanios

The patterna observed in Expizits 2%, 23, and 20 when cammbingd with a total medicsl payout pattern —can be userd
kg estimate the ultimate preseriphon dreg share af medical costs, frhibit 25 detzis the tellcwing Twe scerarios
wider bath the curent and 20004 wadates:

1.

Nt Tropdad incrsmental Ry Shaqp— Future increrwenlal drug shares b all rev Allve sendes pears arg projedsd 0
rernain urchanged oen fhe 128t obsarved share ki 1: graphlcea by equivelant b2 exlondire [hes ines in Exbeois 22, 25,
ann 24 wilh harlzonty linas). As cen e see in Exhibil 25, thore has Besen @ fainy unilonm drdo Bnising in s ratner
mechanslic calculation ieoar INa 2308 pdabs K curraAnt.

Trandad ineremertal Fx Share e suqgeabed by the dalia, The yowsger Serdce years ane trealed differanty rom the
older pnes Youmger riallve EBnice yoars ava beated the same a5 in the My Tronded incremestal He Sharn [hat 15,
they are projected 1z mwnain unehanged), Bnd oider roltive seonce yeara sre srojesied lo grow &l hlzloricel retss

Ve dateraune e dividing line bebwesen young end old based on the dala availsble el tha tima the re wanl Sudy &
condugtzd. Thus, oe lhe 2058 upcata. wa gefined roer a3 G1h and subsequent. whds i the comant sludy, wo 3glinec
Aldar a3 Gl gnd subseauent. The [wEr emargerce, o seniloned esrler. combmed with b dreision 1o shif e
dividing lire behween o dar Bnd younger, I@3 also reaulted in @ gnifcen gesthng In e estmata from (he 2008 update to
currenl

Rx Share of Medical Costs Is Emerging
Lower Than Previously Projecied
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CHAMNGES 1IN PRICE, UTILIZATION, AND COST
Exhibit 26 sapardies year-ouer-year changes in Rr cast per olaim inta prics and atilization impicts.

fn this exdinit:

a  Talal pont s ihe per-claim balal-do'ar imgescl
a  Spog o Ihe portion of 1otal Cost charge thal an be atibuted o prica changas o e digs el o the previous yea

+  Ubhzaban change e tha diffarance belacen 1glal coat changa and price changs, @ 1l ineludes chandee. in the nanters
of prasariptiors per clain and e wnpact of changes in i g ef Srogs prescrbed 6., TOM previcusly W3eE drugs o
At and mare sasily alkemabves)

Exhlkit 26 shaws that the total B oost per <1l grews rapidly over the period 2000 w0 2004, This high growth was
driven mostly by changes inutiliztion and roincides with a period of wepanded wig of three Cox-2 nhibitors splepse
see aur previous study |3]h This penind of high growth ended abrraptly in 2005 and |s visible in Exhibit 26 23 the anly
year for whit [ at:liratinn kad 2 nagative impact, This abrugt ending coircides with the remoual of twy Co-2

inhi biters fram ehe market, as well as 3 reviseg wabning dabel in the third,"

Interastingly enaugh, Exhibil 26 aler showrs 2006 as the anly weovive year Inwhich price, as sppoesed to wbillzatian,
wrac the majar Factor Tt the change in total cost per claim. Medicare Part O became effective on January =, 2006,
and, accordlng ba articles from CNN Maney 19] and The Mew Yo Times [£0], the pearmaneubical industry incraasad
the awveraze wholasale price of brasd nome drugs by more than 3,65, Celebex’ rose by more than G.5%. Singe Wi
I fae schedules are generally ansed on average wholessle piice, such nireases 2re directly reflected in WE pald
qald.

Seryice Year 2008 shows utilisarinn ande again as the main faclor i3 wiel coit mereases. Due to the reparling lag

assnciated with the karest diagonal. thase numbsers are currently preliminay. However, the smugnitode of these .

iardleatan ns would suggest chat the corcuent patbann will persist through nest yoar's rayslon.
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Utilization Is Once Again a
Contributing Factor to Cost Increases
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NOTEWORTHY CHAMGES IN RANAELNGS

Eahlbit 27 lists thz top 15 deugs Far Service Year 2008 ranked by tatal ameunt pa d, slang with thel: ranks Tor senvice
¥oads TO0F and 2006 eae AFPPRHOMN L for she g 501,

Top Drugs for Service Year 2008

Rank Based o0 Tatal Dollars Paid in W

FDA _..__ Sorvice Year

Drug Nomc _ Appreval F002 | 2007 WME
DGR TIH? 1250 1 B I
HY CRACODCHE WIACETAMIKUFHEN it ? 1 1
L ICIOER M KE) : ) £
LY RICaE 120 + 2 n
CELIORE™ 175 a k] 3
L5A390 PERTIM ek ] ] 5
BHEI AN #42 7 o &
O ELLTAY ard R 1a 20
Y SLOGENZARRIME ROL Wl £ Y 12
THewWwADD 2L L LE) 10 12 13
FERTANTL 10 n 11 13
MELQSEERM Ty 13 Ia 3
DEPLIACHE HEL 110, AT 13 7 5
CMFPRELSULE ' 1150 14 a0 33
CARISHCROTL ' 375 15 i £

Sz sl g D i i i e ] Ly e

Do ol Al n P B ool relamniong ws Bl o0 S, e R DE RW, W, R TLE R LOS i
M1l rh,pm".|1ﬂ:|l|u:r¢dn1d‘lrr.l.t:'rrlh:|l'li-l.'lrl"llﬂ
Fagiop I "1 app iradldzann 3R 2 7 Tl Bl

Exhiof 27

ACONTIN bakas e umbser one slot For Seryice Year 2008, after moving up from 7th place n Serdice vear 2000
During thi same perlod, CXYCODANE | [CL, the gameric yorslan nFI:J:{'r'EDNTIN", Grogped in rank from Sthin Serdlce
Yrar 2006 b 33th by Sendce Year 2008, The exterded releaze feature of CUYCONTIN' came off patort in lute 2004,
after whech three panerie d g manefactorers slatted producing extenced-release OXFCODOME KL, From HItH 1o
206, W saw OXYCOIKIME HCL rize and RO TIN B3Il in paid ran k.

Yowever, the manufactures of DEYCONTING was shke 1o get the patent on its eatgaded- eleaze faatuso renstated.
The Isgal restricticns bugan vaklng efect at tiw end of 2006 ard took full effectin 20070, These Iegal ssues likeiy
Fuplzin a majorily of the aforementic ned changes i rank for these bwo dregs.

CARISOPRONCL dropped inrank [riorm Gth in Service Viear 20CE ta 15th in Sernde ¥eor 2002, This drop in the Pank al
CARISOPRONCL, & historically papular physician disgansed repackagec drug i Collfomia, directly coivdides with an
eafly Z007 reform in Califerala 2imed at restricting the markup oneepackoged drags in Wi,
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1 ] et

CLOSING REMARKS

This update has taken o detailed look =t physician-dispensed drugs and shivws <hat phiysician-dispensee ©iug osts
rose drarnatically r 2008, This scudy alsa reduies our projected ultlmate Ry share of total medicol by 1 percentage
point 2nd shewre utilization changes 9x 3 tuhstantial factor in bhe geowth of W Bx costs ance apain,

NCTI witl cgntinue ta monitor and ropart on prescriplioe drugs and ather important “ssues that affact the WL
Incfuskry.

C1{1)
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AFPPENDIX 1
Top 50 Prescribed Drugs by Total Paid in W Sorvice Year 2008

With Historical Rankings

0B ] Paid Mank _
Peld Rank  Pald Share Dwug Marne 2007 a1 S
1 Ea% QY COM [ IK® £ ) T
i 2.2% HY DRSS OOME W AACETAN IMOAMHER 1 1 1
] 1% LiGODERRAY 2 ? 4
i 4 3% LYRICA® 1 1z L
= 1i% CELEGRCK™ i 1 5
h A.6% GASAFTNTIN ] q k|
7 0% SRELEX|M™> B ] T
1} 144 CvhEALTRY 34 n F
¥ 2 2% CYCLOBCHEMPRIMNE HEL d 1 -:. 12
{1 1% TRAM AT HEL 11 11 13
11 #ira FEMTANYL 11 1% 1E
12 154 BAELTNLCERA 15 i5 - -
1% 1.0% Y CODNNE HI 7 & g
14 1.9% DORLEFRAZCAE I Ch B
15 - CARISGHRL L 10 £ 1
g 1.5% MAPRDXEN 1% 11 10
12 1.3% FOLPINER: 1TARTRATE b} -
1B 1.3% TORARANE i1 1z 1l
14 1.3% 1L IKART™ ER 14 d1 -
20 1.3% CoYCODONE Wi RCET R NP HED F ) 15 Xa
1 2% AT 1k el 11
1 1% TRANICHKE HCL 2z 1 1a
13 1.1% KADIAH* EL Fi il
2 L1% 11 TPHC M 1?7 15 17
25 1L1% ALRAGESICT™ 14 4 b
26 10K AMBIEN CR* T -] 148

31
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DPAMA ERY
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EMD | *
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CETHALENIR
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o) RAETOME

PACYIS LY

FTNILSLAL

PROFDEFIFAFNE NaP- ACETARINGPHER
LExaPROY

AMHIX®

DICLOFERALC SOBILIM
TRAMALCH, HCL-ACCTARMIMNOENHE N

RamMITIZINE HEL

13
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2
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AFPENDIX 2
2008 Top 15 Prescription Crugs in WC

OXYCOMTIMY (032 | kon' in] is o conleclled-relzeee narcote gainkiller pragcrbed for swoand-he-Clock mlief o noderste
16 SevErE pAIN

HYDROCOGOHE WIACETAMINOPHEN [hye drod KOE dene) /) (3h 388 [a MIH mo ferj- (generi fana Vieodin® = a
nercotic saakges uskd | relEve moderalie 1o sevars pain.

LIDODERM® LYE doe dema) |a used to rafive the pain esaocisled wilh sunburm; inescl iles: fwwson lay; poisan ckk,
poigan &UrnaEs; minar culs, scraickes, and burns; sames in the moulh; denta procedurss; hemorrhoids; and shinglea
tharpas imfaclkan),

LYRICA™ (LEER i kah) s an antconyvelsanl @rd newagathic pain agent usad for treatng fikeormyalga ar nens paiint
caused by cartain conditkans (A.g | shingles, diabetic nerve prob ema). 1 is alse wsed in combineticn wilh sAher
medicings b g, cartain pas of seizures,

CELEEREXT (SELL eh oreks) s a ronsiennldal antiHnflammatony doog (NSAID) used b el paln ar milammestian
caysed by many condilinhs $a0h &3 arhritie, ankylisng spotdiilis, and mansitnal paln. 11 s also asod in the raatman
of haredilary polyps Inhe celon

GABAPENTIN (9= 0an PEN tin] lgeaens form of Nearonlia®. approvad In 2003) is ugs? In the Uestment af Sare ypea
of aeizures and o management of posthetpHic newrgia [Nerss pain cauded by the harpes vims or sningles’

SHELANIND fske!l A% in) 63 38 musche mlasant UseD 10 reat skolelal musche condilians sush i pank oF Iy

CYMBALTA™ is wivt Lo real malor depessian—a disordar marked by eonteuing, sarious. arn avitwhalming feeling:
of cdeprassion that interfers with dally furctioning. ks w=ed 1 traat dlaedic penphieral neurapetey, 8 painful reve
omordor assanaled with digbates thad afecla tha hands, leges. @ At

CYCLOBENZAPRINE HEL [svn hlue BEM 28 praan) f (EYE droe KLOR wa) (genarls foern af Flaoaril™) is @ nnsce
relaxsnit usard W reat skeliel muscls conditiona auch, 85 muscle spasims rédulbirg Erom injuriaf Such ae goreing, sk, . - - .
[ ELTEL

TRAMADOL HCL (TRA nw dot! ) [HYE roa KLOR irle) (genaric “orm of Likern™) @ prasetbad lo rfiove reoderabs b
Jderabcly Stwars paln.

FEMTANYL [FEM fa nill ‘ganeriz forn of Duragaaic”™) prescriteid Yor chroc 2ain when Shor-actng nerzab+ And olher
Iypees af pannkillars “il in prolde e sef.

WELXICAM 'mall «x il kamp (gereric farrt of Mabic®) 5 usad 1o relisd the paln snc sinos:s of c:ztenarhnlis and
rhryrtandesd arkhrt.

QXYCADONE HEL fox i KOE one] ¢ (RYE ctor KLOR de) (genenc form <l Rrirndone® or Oy Gonlin™ il esibended
ralessa’ is o rerrdic paln rdieser ueed 1o beal macerate (o sovare paln. The axtanded-raloase tarm of e medisition
15 “or araund-tha-chack eralinent of pain.

CHAERRAZDLE [oh MCP ra 2ale) (genanic “arm of Prioesc™] i presoried for (P2 snor-larm baesnw [1oar B aigh
wigaks) of o Tollowing: Blomach ulzs, deodenal ukcas (neoe bhe éail af I stomach], ¢rglve sacphagitis [IARIMMNE-0N
af tha eaophagus], and neartyam and ciher syrpioms ol gasiroesuphageal reflux diseasa [also Lmean 3a GERDO,
wiic: ancurs whan stomach seid Backs wp iito the ik congecting the theoat tnthe slomsch).

. CARISOPRODOL fkar nyn snn PROE Do) jganei: b ol Sora®is @ musche re axenl Lsed 1g inoa e rea and

cther painfus maculuskelalsl condiicas,

Baurcs: Drugs.com

hlate: These olregs might also be used lor purpases Gther than those listed,

n
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NOTES

AW laoks BE costs by Injury year ithe year af IRjury) bacsuss irsuranmas coverage centinuss. (palenlialy for rany phars
fllgeyimy (he date of injuny in WE. Tha ‘lang-ail ealuee ¢ W e diatincd Fom: maat cdher ne: of insyerearce COVEregd,
which are usually confieed b0 the 12-monitin paAlcy Year For which peemium & charss. Asa msnl plher types of
ingataece covaraga are much Mee Senamive to sholl-erm) Boreases . costs, while W s suniecl 1o sseslanllal ong-
benm cOsl prassures.

The "lonng-lail” nabez of WE is crlieal and underscores the aoed lof furthes rssarct Substankial quanities ol rrwsdlcal
cenaces Bra roulinehy 3ellwared for many yaars Tllessing tha oocurmensa ot 2 WE almim. As a resull, #3bmates of e
anpual costs and resarves on serous claima musl Tuby aecount “or the compoundgey plect of maZical inflatian. Far
examela, al an soawal madlcal cost inAaban of 1044, tha annual reel od a feed rogiman of nedical Ireatrmend wil- b
nessely dew b tha first years 2l 0 ha eighib yoae followlng the olsim.

In orger %r ransacilons to ba prosend in oor data, hay must bo reported and entarsd Ao earrlers' syatems. For
anssnnee, d 5 olairman ramdvad a sanace on Cwcernner 29, 2001, it's poasikile DAL tha candar did Acd hava thie
rensaciion enlersd inta their sysbam antl Janeany 12, 2N02 As soch, historical dala is ewe-changing, and we Most
examing il ‘ewrvaled ag of' 8 cartein date

B, seevice yo&r caNsists of all seraces in B calandar year aggregated across aiplickble (Bnd availatie) injury Veare. For
inslanca if th fela comsists of all injuries thal ocourred in 1932 thnoogn 2007 (o injury pears 1394 though 2207]. then
apylee Yagr 2000 weld sonelsl of Bll parmenls made in tha year 2000 for those Inuries thal Seouredan the yaars 1954
through 2000.

Y Wedhar Exhikit @ nee any ather sxhibibs in Bds sludy uEs daty Ttan [he Cabforia state Surd, [t is posalble el prvab:
r=aireen and s:ate iund o eshiklt difensnd paliarms.

T S PRt

* " Tha roreneantal R share of idal medical eosts is detinod as WG Px costs within {sed ﬂmﬁ"ﬁﬁﬁiﬁj'ﬁ'ﬁeﬂ 1Rlalve
saracs yeyr and seos year combination divided by WG modical Goete withn (and only within) fie same ralalive Sernse
wEar are aenica year edmblnation. -

The it relatlee sanaca yoar conkists of all sanvices in the cabandar year of the Injury, The sacord relabve SEPvCe YEar
coneists of all of The zerviees provided in the calender yaar fulliwing Ihe year af injury, @kd saon For sxample. if
injury pocurs i Moveanber 79058, sny mealmonls and prescriptions Allod wn 1238 ara pant of ne ‘it relative SoNica WEAr,
arni any Ireatments in 2000 woyki be Inthe sacond rdulive serdlce yaar. Trealmarnls 210 would ba part af the 1hird
ra'slivg SEMVItE wEar. 8nc soon

There are w3 sigadlcant reasons why cEsensed valuwes mim e 2608 updata can dilfer Arurn bua cumenil updoks,

1. Tobe incloged in uny audy, 3 cleim mus! s some velidily ests, e haee collactad we addilional yaars
warlh of daks far e plgims, and Lig poeginle tha a clim that paased theza lests far L 2008 uodala pg langer
EAEECS Thu cunwerse gan also be ihee.

2. Exhibil 22 15 evganzed scoording I whan senices ane nerinimaE. A5 sUCh, Benicet meporec o than %ix
months afler perieaned will, upon being ropgried. caues & reskademiad af hizzorically chsgrved vallee,
Furthetreare, there seams lo B & material diffcrepag In tha reporting lag betwiea Bz and othar fhzin Ry dollars
paid, witt g seermingly highar persaritaye af Bz dollars e el with thic gix-manth wandow. Al slge
bising equel. thie shaedd a0 16 a elight downward rostatement of the historivaly resarved mramenla [Ks
share of Ingal cpedlcs cost from ono sidy 1o e e,

Pt and BEXTIRAM were ramowad frorn Lk market In lake 2004 ond early 2005, respacdivaly, CLLEBREXE contars
axpandid warung in‘omaticn i 58 lagel gince eary 2UN5
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Makional : . .
ci‘u’”mn an Preliminary Cast Impact Analysis

(AT P2 ahon
InsUrarg, Ing.

SOUTH CARDLINA REPACKAGED DRUG ANALYSIS

NLCCl has complated a preliminary analysis of drug casts In South Carcfina,
This analysis includes overall cost distributlons of repackaged and non-
repackaged drugs as well a3 cost differences between repackaged drugs
arnd non-repackaged drugs.

Since tharg iz no proposal that cumenily accompanies this anabysis, MCCl may
supplemeant this docwant wilh @ mona fomal analysls at a later date, il and
when stich & proposal 16 made,

NCE Commenlany

Based on South Carolina workers compensation data licensed bo NCC far
sarvice year 2008, tofa| prescription drugs make up 14 3%" of total workers
compensation medical casts in mouth Caralina. This is composed of repackaned
drugs and nonrepackaged drugs which make up 1.0%" and 13.3%' of workars
compansalicn medical cosks in 2oulh Caroling, respachiyaly, Tha South Carolina
medical cost distribution by service catagory s as follows;

South Carolina Medlcg! Cost Distributlon by Category for
Service Year 2008 '

15%

B Pinycicizn
o Hospital Inpatizee

B HusiElal Qulpalisrm

m Aambulatgry Sisrgical Center

M Rrpacxaged Flirugs

W Man-Repackaged Drugs

B fAedica! Camimroditlac

N Eye care, bental & Dther Sandces

! Baged un South Caroling workers compensatlon Aats licensad e NG for sénice year 2208,

Fage 1 of 2 Crealsd on 262112011



Coumc o0 Preliminary Cost Impact Analysis

Coampansation

buEnes, Ine.

SOUTH CARQLINA REPACKAGED DRUG ANALYSIS

Medical costs are estimated 1o repregent 43.2% of overall benefit costs in South
Carclina. Therefore, repackaged dnugs represenl 0.4% (§ 4.0M) = {1_0%1 x
43.2%) of averall workers compensation costs in Seuth Carolina,

Based on South Camling workers compensation data oensed o NCCH for
sanyice year 2008, NCCl observes that the average cost per unil for repackaged
drugs is approximately 221% of the avarage cosl per unit for equivalent drugs
that are not repackaged.

Az menioned atowe, once a Tonmal proposat is made or slatlory fanguage
draffed, MCCI may supplamant this analysis at a later date,

- -h:am -- —_ .- '-“':-?-'*-T,-'f.' ==

! Based on Souwh Cardling workers cormpersation data licensed 1o MGG for sanica yaar 2008
! Baced on Palicy Years 2007 and 2008 Financizl Call data projected 1o 741/204 1. This estimate
i3 eybjact tg ghange daperding the aciual affectva date of the changes.

Page £ af 2 Crreated on 202 12011
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FREE Flash Hapiirm
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Articles | Erpad ks a Calleaque 3 Sepd Fesdback
Horme Pags | |

 Seorsharchives) | pryg Repackaging 101

Pl s
"@;;,.T;mm:n—' Ti Repackaging drugs wirks ke this
Suscnplion | [ : Fvanr madicalion hax a3 spacial idendifcation numbsr gitachead Ly tha
Rasourzan manufacier. That number is used 1o identify the medication S cest and
q_EF_E"?'_'EFH' Bihfg purpases by Bedicara and Maec-al and abhér payvtrs,
Rate F"-f-’ﬂ_ﬂ bedicatlzng ane procuced i bulk By manufectorars and repackaged for
Fal: Hegring mdividuad use by dacters' offfices Repackaging chardpas or aliminalas tha
Ve _F dun idendifization numbar, thas Imking § off the: faa schaedws.
Crlendar

Abreut Ul Accarding 1o prediminany research dane by CWCI and ihe Comruisslon gn

e e eeeeemepe o=y Health and Safety and Wokers' Compenzatfion, some doctare change
JPontactUs - 3770 S paraan 400 and 700 parcent more than whet'z charged al a pharmacy for
Sarvicas 1 the same medication.

Adverizs With Us
Pul us an yaur s
i

CWNC] regearch indlicales Ehal Be
repockaped diug Zardae gaes for
BioY.EE for 100 my. pills. At a
pharrnacy, the ralall eosl @ $25 80 A1
Crugstora.com, the coat [= $19.71.
Ferackaged pricing for naprosen

[ lmeve ard ibuprofen (acill wmre IRss
IFan 5255 bt Fill mooe an the
Allerfak e,

Zantac bEngy the moat peezcnbeed and
maost expensiva .engs cradarce 1o tha
argumant Pl doctets are dispensing
mrdiratinns a1 givm them the most
prodit 2% ppposed ke tivase lhat muly
Fedp jnjured workers.

E Repeckeging la be:ng markated anc ancoute]ed by aoree comipanles as &

I way for physicians to make aedra monay. One such owtil, calsd Fhyslcans
Tuotal Carg [PTC), provides dapansing ioole pnd disuezae sdvaniages of

E despeneing &rd hmy much money £an be made, #3peciaily 1y warkers' conmg.

I

Accarding 10 ho wob zito, doclors can oot behvegs 34 and BS por
i prescriphion “Ib will e on {he “ow side o rietagmd care palienls zdon the
1 high w=xl k! cmsheand-cany and workea s’ congserisalion patinnks,” (o wsle
£l seads. Aecording 1o adicles poslod anits wob sile, dochors wi-o nse o
: PTC syslem lo disponge drugs can make bebreen F20,200 and 230000 por
yaar
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Retum to : New Fee Schedule Puts Lid on Repackaged Drug Prces

MIESHEIPRE == Wew Mee Schedule Futa Lid on Renackaged Ormeg Prloes: Top [8/23140]
By Mizhaad vhalziay, Eaabem Burean Ghal

Mississppl has besome at ikaed the it staim in the rabon 10 IMpose & speCilc pree cag on repaciaged nas
gy winat MepalRIors say 5 3 graywety A b eoniral coaks whan wnicees’ carrpensation physicing sel 16 o
pals,

The Misissizpi Workers' Sompanaston Convmission (WOG) appeavad & 2010 Madeal Fee Schadua tha,
afferilya Juby |, %11 vdats raimoersemanis Lo blar varalora of ta drvencan Wodica! Assecialior's clazanl
procedural eainalngy JOFT) cades, ravisa e ulilizalinn ceviey precsss ad fevan e preing syatan for
aybuzakory EUMpcpl CEriars,

Im & prevemion thet draw lite madie comment befare the comemieson gramted appecysd an Jyne o e scheduks
a0 caps pices Far repaskagad and compounded dngs

The: scheduln ops e arics lur & rfapsshaged or physican-dispereed medicalion a0 he ueatage wholasake paca
{4ty asalgrad to the Maticnal Dnsg Code used by olher orbginal manuleclurera — not scosndary codes
assiqnAd by dnsg repackaging housea balra thay sell the dmgs o Mississ|ppi doclore.

The schedele alkws a 5B dizpandag fea lor boih phermacies and the doclom wha dispeee gresciplions e
injured WorkaE.

Warkars' Compeneatien Sommisaion ScniorAltemey Seolt Clak sord 1ue3dey “hai both tela regeiginrs and

ENEIT insurers ang_beginnisg 1o push for prca cape on fepackeged drugs acreds the Aalen. The push rae | .
Frakid Up AiodTETIOn Wom slskisa that wam declgrs ara eeDng palnkllars and maacle relssars ic ther oiffces e
-wid 3ad three limes whal pharmacies change.

| e Wyarkars c-érmu-.n.-;aliun Restach Ingtilule wanad tis spong that hignar prices in dnclars offices have
driven (Mg price of druge In the Flonde workers' compensalon sydlem to 3B% abaove e median n 3 “B-state
sty

Slark ssad CRERINg prices at lho ras alzeady calwed in stabe fae achadules & 3 Trend thal could muan
rapackaging fiouses (o change halr bueeass radclks ar g dol ol busness,

“r'm assuming [hat as rore stales ool mone erecsive aboard this, the mars quickly yuu'l see he aalilias galng
cul of buzinges,” ha edid. 14 s&ams 1l the rend |3 cenladnly odand raquleting tha proes of ihese medicaons"

Sel-Insured Soldlons, 3 MipsteappHhrsed atilizadion reyvisw compary that proascad 1he commiesien w.ih pnoe
infcrmation. warned physiziar, epansing had 2igaificanty boosted prioes for Lyriza, o dabalas galn drag, and
Tamgeain, & galn palzh.

b ity said Injurad workara wers peYing phanmackss an average of 528301 & manth e 130 mllllrars of
yroa —belowy the st allmeance of $313.43. The corgany 5ald dectars werg codacling am aveage FF36 pef

rrecindls T 1M wame arund af e aEnig.

CaFfomia rovistd (b fas seheduke 02007 0 mgees thal physicia-dispensad diups & pra-frackaged
nedieatiors ba rewrburead at levels included in the CaklormeE [ae echacule,

Phanreacy sael Manager PR3] aed 2 rescnt stady shewed sl the ehacs o repackaged drige it £assmia's
wodkErs' compenzatian sysiem ks droppesd ot £4. 0% gor e e refeor. b 30 5% of 120l prgferpbons and
319 o bl coss alter I03T.

A0 Afzone Indushial Commissian fee achedue reviasd las! Septembar ame requeess il ceogs be bilkd ab 2WP
lewvels resacdless o whena the prazenipfions wara dispersed. THe Inausirial Cormmiseas dllows 3 37 dispanging
faa.

Fluwida Gow. Sharlle Cilss 1azk month veiod Iegisladize hat wodkd have cappea tha rernbaresmant level for
physoia--dizpersed drugs noihe wiken s’ campensglor systam st ihe pergill price seot or the grigingl

https rwrwnar weorkeompoenual ooy L imewsineve_ponll inhahal —ewsdeid-d82 ddedeaT... 6242010
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hetpaziferarw warkeompesntral.comd Lnews/news printl himPwhat=newsdad =432d4edee?. .

mahfacbwer of e dneg. Tha Flonda kedical Socety and he Fonda QOrfspaedis Secizty sarrglamad the pnoe
cap was shpped imo e ek bl e night Befora fhe M010F seazion el

Sleve Simmens, gourmmen afiaics drecter Jor ha Mssissippi Stde Medical Ascocialion, sald hie groap backed
the: nowr fee s=beadula. e sald it defamad spaciic wviss b the MiBsiseap kedical Group Managsmernd
Bsuaraticn, which @id not reiwe calls far sacerpent ths waak,

They weie conzernad about (e foe sap) of oo 587 Jimtions sard. "But, in gereml, the ee schedsle changas
wera prefty moufire, There waren' 1hal many changes ™

Tray Ulllaeaie, sEror woreers' rompensallan diectr for e Propapy and Casimley Tislers Assocaton of
Ameriza (PCY. Sud e Jraup hacka capping prices oo ipackaging drogs.

'H wag carkinly & proactive move ontial par, d i was Eellevad o ba 3 growing problam a Messissippi,” e
waticl. "Bul |t had ned reached the lovals il had In Flenda, Califemnia and Lowisiana.”

Slleagde 284 Lowziana hes not mowed In impesa & sisllar can. The staies 5 Massachusets and Mend York ban
dpetare Trem disprnsing medialiaea.

(>Fazpia a7 TRems limis physlsan-dispeneang o oounles with bos llen 5,000 recidents, e sald at prasent
bhat lomitss rva excapiian to Bresmier County in: Seul Taxes.

Glork said he pricnary ocus of tha fee-sehoduie svamhaul 7 Mississppi was updading CPT codes used In the
syatar and sorapping the syslem by wiich ambulatony surgical ceabers are padd o aulpatien 2ervices

WCo edoctad 1he oumend ambulalory paymean classificalion syslem dewdoped by e Cerlers for Medicars and
Medicaid Samvices.

CHhet chang e Inefuded:

» Oeasling the unit pricz far ancsibesTa servicae fram B127 e 348,
» Limilirg modical Impaliment Taargs 0 medical doclors with thel feas cappad at $2%0 for raling

ety s -
» Drmopping (he fime & dilizaton reylawar |5 sliowed ks presfEs 3 Sancard appaal fromn 30 daya to 24 days,

Ciark saig Ihe changss ara Inlended b be budgel reutrl

* |ha kigest medivating Faslar @1 9o ng 1hes upeals was b updets cur subeatent relmburzanend methodobege,”
Hia 2ald.

An exeoibve surimary of 1he feo schodudg and R Laal drafl of the full schedule ae here:
hittm iy e Hale, ras. osdsericaarfisa sohedule.amp
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¥ WCRI Medla Releages
Aprit 14, 201

PAYMENT PER CLAIM FOR DRUGE PRESCRIBED TO FLORIDA INJURED
WORKERS WAS NEARLY 40 PERCENT HIGHER THANM STUDY MEDIAN,
BAYE WRR] STUDY

CAMBRIDGE, MA, &prll 14, 2040 - The payment per glaim for prascriplon
Aruga usad ta trook injured workeda in Flonda was rearly 40 percent bighar than
in most sludy slivles, according b 2 nenw stady Dy Ihe Workers Compensation
Regegroh lnstdute (WKL

The fh-state sludy by the Sambndga, WMa-besed WCRI found that 1he average
payment per claim for prascrpllon dnigs in Floide’s warkers” compenaation
wystar was BH67—3B percent higher than the madien of the sudy States. . . . ..

~ Tha man reascn for the highar prazexlption costs in Flonda was thed Somes

physicians wicle prescriptions and dispensud lhe presaibed madicatiens
directly to ket patlanis, When physicizes qiepensed prescrption drogs, they
ofen ware paid much more then phamacias foe e same prescription.

e WER| siedy, Preseaslian Goachmanks fior Flardz, Found thal some Floride
phyzlclans wrotz prescriptivns more aften for cedain drogs thal wer e especially
profitabla For example, Cavlsoprodal {Sema®, a muscle relaxant] wae
praacribad for 11 porcent of tha Flurida Injured Workara with prescriptions,
comuoered b 2 to 4 percent in mosi ather sudy states,

Frnangial incantives may help explain mora frequent prascnption of Ihe drog., as
the study suggestad. Tha price per pill peid b Flooda physician dispensare for
Carisoprodel was 4 times higher 1han if the zame prescriplion was Mled At
phamacles in ihe atata.

The study raporied that ke sveraga numbar af grescriptions per claim in
Florida wre 17 percent ligher then in the median stale. Shmilar resulte can be
oepn N ke avarage oumber of pilks per claim.

WC R ulza roled that prices paid te Fielda pharmesies were at the modian of
the 16 etudy stales, due to Florde's bypicel pharmacy fee schedule, which is
@t at the kevel of Llhy Averane Wholesale Frice.

The WER sludy is the first in an anaual sorics that benghmarks the cost, prico
and ulilizalion of pharaceaticals i worksns' calpensston,

Warkars Gempensalinn Research Iresliluta is @ noapartizan, nat-for-profh

hitpadwww werinelarg/media_rclease_rz_brwchmk_1_fl html QfAnI0
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rmembkerzhip omaniration conductirg publes policy research on workers'
eompensallon, healtheare and digability issoes, 105 nembaes mchode
amployers, insurs, InSsurance requlstors and atale sdmimstative ageocs in
the L3, Canada, Augtrabha ard Mew Zealand a3 well az sevaral stale labor
organizations,
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Florida — WCHI: Docs” Orug Sales Boosting Prescription Cosis: Top [0 8M140]
By Michagt Whiteley, Eastern Bureau Chicf

Flarida doctars who are making direct sales of high-priced rmuscle relaxers and painkillers W injured
workers have helped push drug costs to 38% abowe the medlan in a 16-state study, the Workers
Compensation Rasearch Institute (WCRD reported,

The Cambridge, Mass. research group last wWednesday [sseed anather study in its "Banchmark® serles of
studies, this nna analyzing prescriptlon costs for Florida workplace injurlas that occurred between October
2005 and September 20046,

It concluded that Florida's “dispensing” physielans are charging two and three times as much as
pharmanes far a papular muscle relaxer and painkillers. The study captures payments for all drags
associated wilh the celectad claims through March 21, 2007,

The study concluded that hatf of Aall injered workers In Florida with injuries resulting in more Lhan seven
days of Inst wark time recelved medications direchly from a phyelclan. Physicians dispensed 30% of all
drnigs preserted far Infurcd workers in Flonda during the perigd.

The averags rayment for prescoptions for an Jnjurcd workers” claim during the period was $565 s [
above the median. But the siudy found that drugs sold a2t pharmacies were dn line with the 1g-state
roedian = aboul $409.

The study Found Florida doctors selling the drug Carscprodol, a muscle relaxer sold under the brand name
Soma, at neatly four times the price per pill as that eharged by pharmacies,

. "When physicians dispense, they often are paid much more than pharmacies foc the eame prescrption,”
the study concuded. "Some physicians wrete prascriptions for certain drugs that wers especially
profitable, buk not prescribed as often by physidans in ethar stales "

The repart comes at @ time when attornays, self-lnsurers and others are debating potantial laglslative
approaches tn address the prachice of "repackaging” ~ a practice in which doctors buy madications i bulk
From prescriplian warchouses and vesell them in smaller patkages ta pationts at a substantial profit.

But the state's cours haven't vet welghed in an whether emplovers and insurers are requitad b pay the
high prlees. 1n 2009, Judge of Compensation Claims Plana B. Back ruled that the Dincese of Venice
Epipbiany Cathadral Cathallc Church did not have o reimburse an injured warker for $116 he spent an
Vicodin, Sarma and Prilosec dispanser] by & local paln-management doctor.

Ir a elecigicon that has been appealed to the 1st District Court of Appeal, Book ruled that nelther Or, Steven
Chun ror the wholesalar, Rx Consulting, is recognized as a pharmacist or pharmacy [n Flenda.

The Flarida workers' comoensaticn system doss not heve s pharmacy fee schedule. But Horida Statute
440.13 limits prescripdon costs ko the gyverage wholcsate price plus a $4.18 dispensing feg. [L alzo allows
physiclans ka e heersed as "dispensing physicians™ to provide prescripllens "duclng their normal course of

barsiness,’”

The practice has guHen the altantion of state Yawmakers, Tanner Holloman, director of the Florda Division
of Workers' Compensation (EWC)Y told WaorkCompCentral Lhal his agency get inquiries last week from

BiEE P v gk Tipoa rteal. oy LY raws naws_,, 4DOED?FEPEEFFAGINAGIANAFE 53 12EI 32 Bhstate= 1L (1 of ) [<f 192010 7:56 54 Al]
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lawnyakers gathering information on tha repackaglng of drugs In the workers’ compensatan System.
He said OWC isn't aware of pending leglslation an the subjeck,

"With medical costs on Lhe msa almost to the point that they're ool of control, there's a Feeling in the
Leglslature that they're gut of check and sut of balance," Haolloman said. "Chur legislative leaders would like
to address that, We are part of that in terms of monitering and cost-containment.™

The Florida Association of Salf Insurede (FASL) is preparing to teke up the issue at its annual conferenc in
July, said Fasl President Gail Shuffler.

Shuffler, who heads risk manageament far the City of Tallahasses, =aid the city is curvently nvestigating a
local coctor whe 1s selling pain patches ka injured clty workers at twice the price charged by the lacal

Walgresens and CVS.

She wants FASI to recommend legistation to eddress pricing differences amang the state's doctors and
pharmacies,

"] want us to take a positlan and perhaps do something o addrees this,” Shuffler sa3id. "Speaking
personally and not Fur FASI, Lhis appears ko be 3 conflict of interest, and it's sort of a caplive market,”

WCRI studied drug prices in Califormia, Florda, Illinois, Indlana, Loslsiana, Maryland, Massachusetts,
Michigan, Wew Jersey, New York, Loulslana, North Carcling, Pennsylvanla, Tennessee, Texas and Wisoahsn.,

It concluded that California and Forida haid the hlghest rate of [ost-dme claims involeing at least ane
preseription. Callfornla and Florida tied at 80% -= just ahead of Tennesses.

Bur WCRI noted that Caltfornla passed legisiation in 2007 that equalizes drug prices charged by docters
 and pharmacies, It noted that the Califarnia figures In Its analysis reflect prices charged bafere and aftar
—ielaw took effect. T it

Tha study breaks down pverall charges and the pricas charged per pill.

It moted thar doctors collected an average of 95 cenls per plll for the painkiller Vicodin while Florida
N pharmades cellucted 46 cents, They charged an average of 2,22 poer pill for the painkiller Peroocet, wihil
pharmacies collected 85 sents - o L4080 difference.

Suma, the muscle relaxer, represented the bigoest diffeecnce In the study, Workers whe bought the drog
from Flarida doctors paid an avorage of $3.0% per pill versus the $2-cent average for pharmacies - &
f difference of 393%,

“The study alsa found tnat Florida doctars wrote mare prescriptions per claim for mare pills than the
median,

Among the mask common drugs prescribed fur Flarida workers were Soma and Zantac, 2 frog used o
Freat acid refiux disease. Physicians collected an averags $427 par clalm for the prescriptiens they lilled
themselves, according to the instityta,

G injurad workers with prescnptions, Sema was prescribed 11% of the time @ Florida, comparad ka
between 2% and 4% in ot of Lhe other study sktates, WCRI reported.

Erin VanSickle, a spokeswornan for the Florida Medical Assodlation, sald Friday she was segking &
comrment from tha group. She had nol rasgonded by [ate Friday night.

- ~ But Michasl A. lackson, axecutlve vice president and chief executive olficer of the Flarida Pharmacy
Accociatlon, sald the system neads ta be revicwed by camiers and the AW,

"There's no regulation that prohibils & practiticher fram dispensing medication t¢ a patient in Flerda,”
Jacksor sm. "The problem is £nat the workers' compensation carriers arc having to pay for Lhig."
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The Florida [nsusance Couachl and the American Insurance Association did not have £amments on the
repork Friday.

An abzstract, press relegse and links o the report are here: b Afwwes weringt orgf rasu it/
rx_bnchmik_ 1 FL_result bl
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