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Proposed law is anticipated to result in a decrease in SGR expenditures for penalties and attorney fees within the Office of
Risk Management (ORM). ORM funds Workers’ Compensation for state employees through interagency transfers derived
from premiums billed to state agencies. Penalties and attorney fees paid by the office are classified as SGR expenditures.

Current law allows for the greater of penalties of $50 per day for each day of unpaid compensation/benefits or 12% of
unpaid compensation/benefits. The proposed measure removes the $50 per day option of calculating penalties, but retains
the 12% penalty of unpaid compensation/benefits and creates a limit of $2,000 penalties for each disputed claim. The
$8,000 maximum in penalties in current law is retained. The bill creates a new limit of $8,000 for the injured employee’s
attorney fees, regardless of the number of penalties which might be imposed.

ORM reports the proposed measure is anticipated to result in a reduction of billing disputes, related penalties, and attorney
fees. By examining the workers’ compensation program for state employees from FY 21 - FY 23, ORM reports that an annual
average of $26,000 of the assessed penalties and attorney fees were paid by ORM. The TPA paid the remainder ($75,500).
Of the $26,000 in penalties and attorney fees paid by ORM annually, ORM estimates approximately 13.5%
($3,500) would not have occurred under the proposed law. The Legislative Fiscal Office (LFO) cannot corroborate such
savings will continue to materialize annually, because penalties and fees will be associated with injuries that have not yet
taken place. However, the specifications of the bill lead LFO to believe the proposed measure will likely result in a decrease
in penalties and attorney fees compared to current law.

Current law provides that failure to provide payment or failure to consent to the employee’s request to select a treating physician or
change physicians when such consent is required shall result in a penalty in an amount up to the greater of 12% of any unpaid
compensation/benefits or $50 per calendar day for each day (limited to 40 days) in which compensation or medical benefits remain
unpaid, in addition to reasonable attorney fees for each disputed claim. The maximum penalty amount is $8,000. Current law establishes
notice guidelines, provides time frames for payment, provides for preliminary determination hearings, and permits for certain
employer/payor disputes.

Proposed law sets the penalty for unpaid compensation/benefits at 12% of unpaid amounts and sets a limit of $2,000 for penalties
associated with each disputed claim. The $8,000 maximum in penalties in current law is retained. The bill limits the injured employee’s
attorney fees to $8,000 regardless of the number of penalties. The bill also adjusts notice guidelines, preliminary determination hearings,
and employer/payor dispute requirements. Employers are provided an additional 3 days to provide for payment without penalty and fees.

There is no anticipated direct material effect on governmental revenues as a result of this measure.
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