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SUMMARY

Synopsis of Bill

Senate Bill 326 amends Section 52-4-5 NMSA 1978 requiring the director of the Workers’
Compensation Administration to develop and adopt regulations establishing a schedule of
maximum allowable payments for health care providers. The proposed legislation also allows
employers or insurers to pay providers over the fee schedule under contractual agreements.

FISCAL IMPLICATIONS

WCA noted the purpose of establishing medical fee schedules for medical services is to reduce
the rising costs of healthcare in workers’ compensation. Fee schedules alone do not achieve the
objective of slowing medical costs, but are one component in the process. According to National
Council on Compensation Insurance (2007), total medical costs are made up of two components:
medical pricing of services and the utilization of the services. Research shows that some fee
schedules do impact the costs of medical services, but in a number of cases utilization causes
costs to increase.
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In 1993, Workers’ Compensation Research Institute (WCRI) outlined three objectives for
establishing a fee schedule in a state: to contain costs, to simplify administration, and to equalize
payments to providers. Currently, fee schedules are used by the workers’ compensation
community (insurers and healthcare providers) in negotiating prices of medical services under a
contract. Physicians or healthcare providers not under contract receive the billed charged
amount of the services up to the maximum allowable amount established by the fee schedule.

WCA stated that in New Mexico, the Statutory Physicians’ Fee Schedule was established as a
result of the revised statute of NMSA 1978, Chapter 52 in the second legislative session of 1990.
In 1991 and 1992, the Medical Advisory Committee made up of insurers and medical providers
suggested to the WCA director to contract for the development of the New Mexico Statutory
Physicians’ Fee Schedule. Medical Data Review (MDR) Inc. provided the first maximum
allowable physician fee schedule for the New Mexico workers’ compensation system. The 1992
fee schedule established was calculated to be the fourth highest fee schedule in the country based
on the median prices of all fee schedules utilized in 1992 (WCRI, December 1993). In 1994, the
economic research staff of the WCA was tasked to look into the issues of the medical fee
schedule and verify if the billed charges of New Mexico providers would justify the MDR
schedule. The economic research report (Medical Fee Development Study, 1994) did find
differences between the provider charges information from the Health Insurance Association of
America data and the 60" percentile base of the MDR maximum allowable physicians’ fee
schedule.  The Health Insurance Association of America data only claimed to have
approximately 2 percent of the provider charges data from New Mexico providers. Based on the
information, the Medical Advisory Committee proposed that the WCA collect the New Mexico
provider charges data from insurance carriers, Medicaid and Medicare programs and any other
health provider organization and develop a new physician fee schedule.

WCA reported the developed fee schedule had numerous problems and was not well received by
the stakeholders of the system. In using the data from the insurance companies and the Medicaid
program, the following problems emerged: (1) Procedures were bundled on billing data and
extraction of price information was not possible, (2) Procedures were limited to the population of
treatments accessible through the defined insurer: this meant a number of current procedural
terminology codes were not being utilized and would have a by report designation, (3) Insurers
would not provide data that included the physician identification, billing number, location of
services provided and physician specialty. This information would be used to identify specialty
type and geographical location of services.

WCA stated the proposed legislation limits the data sources possible to develop an accurate and
fair-balanced fee schedule. Currently from workers’ compensation insurers, the data only
contains 443 usable current procedural terminology codes. This is only about 5 percent of the
entire medical fee schedule that is produced. Under the regional data sources, the current fee
schedule has 96.63 percent of the current procedural terminology codes of the American Medical
Association guide.

WCA noted if the proposed legislation were enacted, to obtain New Mexico specific workers’
compensation bill charged data, the administration would require the following:

(1) Each insurer in the state must provide all current procedural terminology outpatient service
billed charges in a format requested by the director within timeframes specified.
(2) All billing data has identified billing numbers and geographical locations.
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(3) Each insurer in the state must be able to transfer the data in an electronic format.

WCA noted over time, with the use of just billed charge data without regional pricing
considerations, the fee schedule will increase beyond the average regional pricing models. This
experience was observed during the 1992 — 1996 period of the Workers’ Compensation
Physicians’ Fee Schedule. Attached is a chart showing how New Mexico regional pricing was
higher in 1992 relative to the region price index (Index to Medicare), and with the WCA
regional pricing considerations, New Mexico’s pricing became in-line with other states by 2005.

WORKERS COMPENSATION (1992, 2001 and 2005) MEDICAL FEE SCHEDULE COMPARISON
FOR SOUTHWESTERN STATES

— — o = ® < O

X O QO 35 —

AZ CcO NM NV OK X ut

Source: Workers Compensation Research Institute Boston, MA

Ot e Mt e @ st v ‘- 1992 @ 2001 02005 ‘

WCA reported the proposed legislation would create the need for two additional staff members
to handle the computer programming and data collection processing, and another staff member
to handle the current procedural terminology code billing data business requirements and
analysis. Changes for insurers would include setting up data systems to collect and transfer
outpatient current procedural terminology billed charge data. The set-up costs could be
substantial. However, the biggest impact on the overall premium rates could be the change in
allowing employers to contract fees at amounts greater than the fee schedule. This practice
could create loss-cost imbalances between high-volume insurers and lower-volume insurers. In
other words, insurers with market-size would have an advantage in pricing and services from
medical providers versus insurers who did not have the market-size. This imbalance over time
could increase healthcare costs for the workers’ compensation system.
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SIGNIFICANT ISSUES

WCA reported the proposed legislation would create resource issues within the administration in
the data collection, analysis, and maintaining of all New Mexico billed charges of workers’
compensation claims. Enforcement resources could also be impacted as it would be necessary to
monitor reporting to ensure that the information necessary to develop the fee schedule is properly
and timely submitted. Premiums for employers would be affected if regional pricing is not
considered in the development of the current procedural terminology code Statutory Physicians’
Fee Schedule. Additionally, premiums would be affected if employers contract with providers at
rates higher than established WCA fee schedules. WCA noted the proposed legislation has not
been considered or approved by the Workers” Compensation Advisory Council on Workers’
Compensation and Occupational Disease.

HPC stated the proposed legislation amends Section 52-4-5 NMSA 1978 to provide clarification
of the statute. This bill specifies that health care providers’ compensation is derived from a
maximum allowable payment schedule and not a fee schedule. The proposed legislation amends
Section 52-4-5 NMSA 1978 to determine that the Director of the Workers’ Compensation
Administration is required to develop and adopt regulations establishing a schedule of maximum
allowable payments for treatment, services, medicine, etc. provided by a health care provider.
The payments listed on the schedule of maximum allowable payments must be between the 16™
and 18™ percentile of current charges by New Mexico health care providers. The director is
required to revise the maximum allowable payment scheduled annually using the most current
New Mexico Health Care Providers Workers’” Compensation procedural terminology codes for
determining current payments for health care providers. The proposed legislation determines
that a provider’s usual and customary fee for services rendered cannot exceed the maximum
allowable payment, unless a contractual agreement is made with the employer. An employer has
the ability to contract with a health care provider for a negotiated payment structure. HPC noted
the proposed legislation correctly refers to the Advisory Council on Workers’ Compensation and
Occupational Disease Disablement.

ADMINISTRATIVE IMPLICATIONS

WCA reported it would take a year to setup an electronic data collection system for all insurers
in the state.

HPC noted the Workers’ Compensation Administration will need to provide staff and resources
to assist the director and advisory committee with the development of a schedule of maximum
allowable payments for health care providers.
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