
October 6, 2014 
 
Honorable Governor John Hickenlooper 
201 E. Colfax Ave. 
Denver, CO 80203 
 
Dear Governor Hickenlooper: 
 
Pursuant to C.R.S. §8-45-122, Section 2, Pinnacol Assurance is submitting the attached report with the 
information outlined in Subsection 2. 
 
(a)  Number of policies held by Pinnacol assurance 
(b)  Total assets of Pinnacol Assurance 
(c)  Amount of reserves 
(d)  Amount of surplus 
(e) Number of claims filed 
(f)  Number of claims admitted or contested within the twenty-day period pursuant to section 8-43-203, 

specifying the number of contested claims that are medical only and those that are indemnity claims 
(g) Number of medical procedures denied 
(h)  Amount of total compensation each executive officer or staff member receives, including bonuses or 

deferred compensation 
(i) Amount spent on commissions 
(j) Amount paid to trade associations for marketing fees 
(k) All information relating to bonus programs 
(l) Any other information the CEO deems relevant to the report 
 
All data is as of year-end 2013. We have also included additional information regarding Pinnacol, per 
subsection (l) in the appendix of this document. 
 
If you have any questions concerning the information included in this report, please contact me at 
303.361.4891. 
 
Sincerely, 
 
 
 
 
Philip B. Kalin 
President and CEO 
 

cc: 
Sen. Irene Aguilar, Chair, Senate Health and Human Services  
Sen. Lois Tochtrop, Chair, Senate Business, Labor and Technology  
Rep. Angela Williams, Chair, House Business, Labor, Economic and Workforce Development 
Rep. Beth McCann, Chair, House Health and Environment 
Sen. Morgan Carroll, Senate President 
Sen. Bill Cadman, Senate Minority Leader 
Rep. Mark Ferrandino, Speaker of the House 
Rep. Brian DelGrosso, House Minority Leader 
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EXECUTIVE SUMMARY 
 

This annual report to the Governor and members of the Colorado legislature provides data pursuant to the 
specifications outlined in Section 2, C.R.S. §8-45-122. All data is for the calendar year 2013. 
 
As a Colorado-headquartered company, Pinnacol Assurance provides workers’ compensation insurance to 
approximately 56,000 employers in the state, and protects the lives of more than 850,000 Colorado workers. 
From underwriting and safety services to claims management, return-to-work programs and online tools, our 
nearly 600 employees are dedicated to providing best-in-class workers' compensation services to make 
Colorado the best place for businesses to grow and thrive.  
 

 
Pinnacol’s Colorado Presence                      
Headquarters: Denver 
Offices: Denver and Grand Junction 
Annual Economic Impact: $364  
Million 
 

Pinnacol has policyholders in  
all 64 Colorado counties 

 
 
Financial responsibility 
In 2013, we improved our financial performance. A growing Colorado economy helped increase our earned 
premium by 13 percent, to $487 million. To maintain our financial stability and guarantee the payment of claims 
that may span years or even decades, we’re continuing to manage expenses tightly, carefully steward our 
financial resources, apply disciplined underwriting practices, and focus on managing risks to our investment 
portfolio. We are committed to maintaining the financial stability required to fulfill our commitment to 
policyholders and injured workers. 
 
Audit findings 
Our 2013 annual financial statement audit, conducted by independent auditors (KPMG) contracted by the 
Colorado Office of the State Auditor, had extremely favorable results. The auditors reported no deficiencies in 
internal controls and made no recommendations for improvements. A copy of the full audit report is attached in 
Appendix B. 
 
Policyholder services 
Providing workers’ compensation coverage for a majority of Colorado employers, we understand our 
responsibility to provide reliable, quality service to our policyholders. We partner with our policyholders, helping 
them manage the inevitable risks that come with operating a business.  
 
Customer satisfaction: In 2013, Pinnacol’s policyholder satisfaction score was 8.8 out of 10 points for overall 
service quality, and our policyholder retention rate, based on written premium, was 91.3% at year-end 2013.  
Our 2012 policyholder satisfaction score was 8.8, and our retention rate was 92.4%, which was Pinnacol’s 
highest retention rate ever achieved. 
 

2013 Policyholder Satisfaction Score 
8.8 out of 10 
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Safety services: Every Colorado employee deserves a safe workplace, and Pinnacol is doing its part to make 
that a reality. We have the largest, most experienced team of safety experts in the state, and they spend more 
than 4,300 workdays every year helping employers across the state keep their worksites safe. 
 
Cost Containment Certification: The State of Colorado’s Cost Containment program encourages employers to 
implement and maintain a standardized safety and loss control program, helping prevent injuries and lower 
claims costs. As a partner in this effort, Pinnacol provides sample documents, instructional webinars and 
hands-on support to policyholders to help them meet the criteria of the program, making them eligible for a 
premium discount. More than five percent of our policyholders are now Cost Containment Certified.  
 
Spanish-language services: Our designated Spanish Services Team provides customer support, training and 
materials to serve Colorado’s Spanish-speaking policyholders and workers. 
 
Injured worker services 
Pinnacol covers workers across Colorado, and we provided compassionate care to more than 40,000 of them 
who were injured on the job in 2013. The first survey of injured workers on their experience with Pinnacol in 
2010 resulted in a score of 3.6 out of 5. Our satisfaction score improved to 4.0 in 2013, an increase of 9% 
since the initial survey. Injured workers have access to their compensation benefit status and other information 
about their claims through a secure online portal designed specifically for them.  
 

2013 Injured Worker Satisfaction Score 
4.0 out of 5 

 
Provider relationships 
We proudly partner with a designated network of experienced medical providers, the largest network of its kind 
in the state. These SelectNet physicians and providers help ensure injured workers receive timely, appropriate 
and compassionate care. An injured worker can receive care from non-SelectNet providers if the workers’ 
employer designates out-of-network providers. Our unique Physician Advisor Program is comprised of 
independent physicians who provide peer reviews on injured worker care when treatment is unclear.  
 
Innovation 
With our significant role in the state, we have a responsibility to innovate and explore better ways to serve 
Colorado. For example, as the workers’ compensation leader in the state, we are utilizing our statewide access 
to help champion economic development opportunities. Pinnacol is proud to be a member of over 35 chambers 
of commerce, better business bureaus and industry trade associations across the state. 
 
As part of our commitment to the health and safety of Colorado’s workers we are exploring the link between 
workers’ compensation and total worker safety and health to see how we can improve outcomes. 
 
Reaching out 
The Pinnacol Foundation provides college scholarships to the children of Colorado workers seriously injured or 
killed on the job, regardless of which insurer handled the parent’s claim. In 2013, the foundation awarded 
$400,000 to 112 students, bringing its 13-year total to nearly $3 million. 
 
Keeping Pinnacol strong and healthy for Colorado employers and workers means that we will continue to focus 
on workers’ comp, innovate to be where our customers need us, and manage our finances responsibly. We are 
looking forward to another 100 years of doing just that.  
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All data as of Dec. 31, 2013 

 
A. Policy Count: 55,988 

Pinnacol’s policies-in-force (active) as of Dec. 31, 2013 grew by roughly 1% over year-end 2012, partly due 
to an improving economy in Colorado.  

 
B. Total (Admitted) Assets: $2,043,552,956 

Pinnacol’s total assets grew by 7.4% over year-end 2012.  The change was driven primarily by strong 
performance in the investment market, and particularly common stock (equities). Pinnacol’s investment 
portfolio emphasizes high quality, taxable bonds, supplemented by a smaller portfolio of equities and short-
term investments.  

 
C. Reserves: $876,954,000 

Our reserves represent the financial obligations of Pinnacol to pay injured workers’ expected future benefits 
and related claims expenses, as determined by a contracted third-party actuarial firm (Milliman). 
 
Pinnacol’s total reserves increased by 11.2% over year-end 2012. The change was driven in large part by 
the way Pinnacol accounts for permanent total disability and fatal claims. Prior to 2013 Pinnacol used an 
acceptable insurance accounting procedure called discounting which reduces the reserves on permanent 
total and fatal claims due to the time value of money. We removed the discounting on these reserves in 
2013, to more conservatively reflect their long-term exposure and protect policyholder and injured worker 
interests.  

 
D. Surplus: $625,559,887 

Our surplus is the difference between our assets and liabilities, i.e. our net worth. Pinnacol’s surplus 
protects the financial interests of policyholders and injured workers in the event of an unexpected loss of 
assets, ensuring the company’s long-term financial strength and stability. 

Pinnacol’s surplus grew by 1.4% in 2013. This increase was driven by the change in assets and reserves 
noted above, Colorado’s improving economy, and the performance of Pinnacol’s investment portfolio.  

 
E. Claims filed in 2013: 45,842 

 
F. Claims required by statute to be approved or denied within 20 days and notice provided to the 

Colorado Division of Workers’ Compensation (DOWC): 6,272 
Contested claims that are medical-only: 1,459 
Contested claims that are indemnity claims: 115 

 
The number of claims Pinnacol admitted (approved) or contested (denied) within 20 days grew by nearly 
1% in 2013 compared to 2012, which was similar to our overall change in claims filed. The percent of 
claims we provide notice of to the DOWC has held steady at 13-14% of total claims filed for a number of 
years.  
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The total number of claims Pinnacol contested (denied) and reported to the DOWC dropped in 2013 from 
2012 by 5.9%. The number of contested indemnity claims was up 16 while the number of contested med-
only claims was down 114. Pinnacol’s most common basis for contesting (denial) claims in 2013 was due 
to an injury not being work related or the need for further investigation.   
 
Here is a more complete picture of key data elements for 2013 with explanations to follow.  

 
1. Claims processed with no filing required with DOWC  =  39,570 (86.3%)  
2. Claims admitted (approved) within 20 days with DOWC  =    4,698 (10.3%) 
3. Claims contested (denied) within 20 days with DOWC  =    1,574 (3.4%) 

Subtotal of items 2 and 3     =    6,272 
Total claims in fiscal year 2013    =  45,842 (100%) 

 
Item 1: No Filing Required: Claims that are minor in nature; the injured worker has not sustained a 
permanent disability, disfigurement, or lost time from work in excess of three calendar days/shifts – are 
processed by Pinnacol and do not require a filing of admission or contest with the DOWC. These claims 
represent 86.3% of all claims received by Pinnacol in 2013.   
 
Items 2 and 3: Admitted or Contested within 20 days: Claims that are more complex in nature require a 
formal filing with the DOWC of “contested” or “admitted”. It should be noted that not all contested claims 
are ultimately denied – as many may initially be contested based on the need for more information within 
the 20 day window, the time in which compensability must be determined.   
 
Claims where the injured worker has sustained one of the following require a formal filing of “contested” or 
“admitted” with the DOWC:  
• The injured employee contracted an occupational disease 
• The injured employee permanently physically impaired 
• The injury or occupational disease resulted in lost time from work for the injured employee in excess of 

three shifts or calendar days  
As noted above, the number of claims that fall into these two categories has stayed between 13 – 14% of 
total claims filed for the last few years. 
 
Item 3: Contested Claims:  
The 1,574 (3.4% of total claims in 2013) contested claims were for one or more of the following reasons: 
• Injury or illness was not work related – 820 (52%) 
• Pending further investigation or information – 403 (26%) 
• Other – 351 (22%) This category includes such things as no insurance policy or the injured worker is 

covered by another carrier. 
Pinnacol’s percentage of claims contested has remained relatively constant around 3.5% of total claims 
each year over the past few years. 
 

G. Medical procedures denied: 2,021  
Pinnacol’s percentage of medical procedures denied compared to total claims received was 4% for 2013.  
This metric has remained relatively stable over the past few years. The most common reason for denying 
medical procedures that require prior approval from Pinnacol (see Rule 16 note below) is the procedure 
was found not to be medically necessary (885). 
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Medical procedures denied are in accordance with Rule 16 of the Colorado Division of Workers’ 
Compensation’s Rules of Procedure. Many medical procedures require prior approval from the insurance 
company. Once a request for prior authorization is received, Pinnacol has 7 business days to inform the 
medical provider and the injured worker that we will pay or deny payment for the procedure. 

  

 Annual Report from Pinnacol Assurance 
8 



  
 

H.  Amount of total compensation each executive officer or staff member receives, including  
 bonuses or deferred compensation  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Title 2013 Total Compensation  

President and CEO $34,285                 * Started 11/27/2013 

Chief Financial Officer $348,786  

Vice President of Strategic Development and CIO $343,337  

Vice President, General Counsel & Corporate Secretary $317,973  

Vice President of Corporate Resources $305,018 

Vice President, Chief Investment Officer $267,775   

Vice President, Claims 
 

$240,411  

Vice President, Underwriting $232,802 

Vice President of Communications and Public Affairs $210,228 

  

Average total compensation for 11 Associate Vice Presidents $143,540 

  

Former President and CEO $292,348 

Former Vice President of Communications and Chief Marketing 
Officer 

$377,307 

Former Vice President of Business Operations $389,064 
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I. Amount spent on commissions: $62,597,827 
 

J. Amount paid to trade associations for marketing fees: $708,367 
 
K. Information related to bonus programs 
 See Appendix A 
 
L. Other information the CEO deems relevant to the report 
 See Appendix B 
 

Note: Sources for all items except H and the Appendices are the 2013 Pinnacol Annual Statement, the 
Pinnacol Assurance Key Factor Report, the General Ledger Account (60511-100  Advertising Expenses  
Association Marketing) and other internal reports. 
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PINNACOL ASSURANCE
AMENDED AND RESTATED EXECUTIVE PERFORMANCE PLAN

SUMMARY

This Executive Performance Plan (“Performance Plan”) is amended and restated effective for
Plan Years commencing on or after January 1, 2013, except as otherwise provided herein, and
amends and restates the Executive Performance Plan previously adopted by the Board of
Directors of Pinnacol Assurance (“Board”) on August 4, 2010. The Performance Plan is
intended to recognize the achievement of major company objectives and individual objectives,
measured on an annual basis.

This program appropriately emphasizes individual and group accountability for making specific
contributions to Pinnacol Assurance’s overall business results. Based on Board approval, the
Performance Plan will be finalized and communicated to Executive Staff. A relatively short
decision-result cycle should be attainable (first quarter of the following year) to determine award
payout following Board approval.

PLAN DESCRIPTION

Plan Year —The Plan Year shall be a calendar year.

Performance Measures —_Awards are paid under this Performance Plan only for meeting or
exceeding annual threshold performance objectives for certain company metrics for the Plan
Year, as set forth by the Board.

No awards under this Performance Plan will be made or paid unless Pinnacol Assurance meets or
exceeds the annual performance objectives for the Plan Year, as set forth by the Board.

Eligibility —This Performance Plan will only apply to the following positions, each of which will
be considered an Eligible Employee: CEO, Vice Presidents, and Associate Vice Presidents. An
Eligible Employee’s participation will be based on a pro-rata calculation of the number of months of
service worked in the Plan Year if that Eligible Employee has been employed at Pinnacol
Assurance for less than the twelve calendar months of the Plan Year and was hired prior to
October 1 of the Plan Year. An Eligible Employee who is hired on or after October 1 of a Plan
Year is not eligible to participate in the Performance Plan for the year of hire.

Incentive Award Plans —Eligible Employees will have incentive award plans based on meeting
major company objectives and individual objectives related to Pinnacol Assurance’s annual
business plan. For Vice Presidents and Associate Vice Presidents, the amount of an award
under this Performance Plan, if any, is subject to the approval of the CEO and then ultimately the
Board. For the CEO, the amount of an award under this Performance Plan, if any, is subject to the
approval of the Board.
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Determination of Payment

1. Eligible Employees Other Than the CEO

The CEO shall make a determination as soon as practicable after the end of the Plan Year as
to whether each Eligible Employee (other than the CEO) has met his or her individual
objectives and whether the company objectives have been met. The CEO shall make an
initial determination as to the award that each such Eligible Employee is eligible for under
this Performance Plan for the Plan Year. The Board shall then approve the amount of all
awards (the date of such approval being the “Initial Determination Date” with respect to such
Eligible Employee). The determination (“Determination”) of an award by the Board, as well
as the decision as to whether to make any such award, and the amount, if any, of such award,
shall be in the sole discretion of the Board. Determination means the Board has passed a
resolution approving or denying a bonus award as well as the amount of any such award.

2CEO

The Compensation Committee of the Board (the “Committee”) shall make a determination as
soon as practicable after the end of the Plan Year as to whether the CEO has met his
individual objectives and whether the company objectives have been met. The Committee shall
make an initial determination as to the award that the CEO is eligible for under this
Performance Plan for the Plan Year. The Board shall then approve the amount of the final
award (the date of such approval being the “Initial Determination Date” with respect to the
CEO). The determination (“Determination”) of an award by the Board, as well as the decision
as to whether to make any such award, and the amount, if any, of such award, shall be in the
sole discretion of the Board. Determination means the Board has passed a resolution
approving or denying a bonus award as well as the amount of any such award.

3. Subsequent Adiustment

The Board may increase or decrease the amount of an award subsequent to an Initial
Determination Date (a “Subsequent Adjustment”), provided, however, that a Subsequent
Adjustment shall only be made because of a mathematical error, an adjustment to results
as described below under “Company Objectives,” or upon the determination of the Board
that a metric or criterion used to compute an award had been determined in error. The
date on which the Board approves a Subsequent Adjustment shall be a Subsequent
Determination Date with respect to such Subsequent Adjustment.

4. The Initial Determination Date with respect to a Plan Year shall be on or after January 1 of
the calendar year immediately following the Plan Year but no later than the May 31 of the
calendar year immediately following such Plan Year. Any Subsequent Determination Date
with respect to a Plan Year shall be no later than the September 30 of the calendar year
immediately following such Plan Year.

Payment —Payment of an award, or of a Subsequent Adjustment that increases an award, shall
be made within 2-1/2 months of the Initial Determination Date (with respect to the award) or
within 2-1/2 months of the Subsequent Determination Date (with respect to the Subsequent
Adjustment).
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In the event that a Subsequent Adjustment reduces an award that has already been
paid, Pinnacol Assurance may recoup such Subsequent Adjustment from the recipient of an
award by reducing the compensation otherwise payable to such recipient within sixty (60) days
of the Subsequent Determination Date (including, but not limited to, regular compensation,
bonuses, commissions, or severance pay and any amount of such Subsequent Adjustment that
Pinnacol Assurance has not recouped from such compensation shall be paid by the recipient to
Pinnacol Assurance on the sixtieth (6Qth) day following the Subsequent Determination
Date. This paragraph applies whether or not such recipient has remained an Eligible
Employee.

Vesting — An Eligible Employee who is not employed by Pinnacol Assurance on a
Determination Date (whether an Initial or Subsequent Determination Date) forfeits all
rights to an award (or an increase in an award in the case of a Subsequent Adjustment)
for the Plan Year to which such Determination Date relates. An Eligible Employee who is
employed by Pinnacol Assurance on an Initial or Subsequent Determination Date is fully
vested in the award (or an increase in an award, in the case of a Subsequent Adjustment)
granted on such Initial or Subsequent Determination Date.

Allocation of Award Under Each Plan - Incentive awards will be earned as follows once the
Board has determined that an Eligible Employee has met the criteria for an individual award,
which for all Performance Plan participants shall be based 100% on achievement of
company objectives.

Eligible Employee’s Performance Plan Award Range (% of Base Salary)

Threshold Commendable Maximum
Associate Vice Presidents 20.0% 32.5% 45.0%

Vice Presidents 22.5% 37.5% 52.5%
CEO 25.0% 42.5% 55.0% (effective

1/1/2011)

Award Payout Calculation

Individual worksheets will be prepared for each Eligible Employee. Pinnacol Assurance will
use the following factors in determining the amount of the award once the threshold criteria
are met:

1. Company Objectives

Annual targets forCombined Ratio Before General Dividends, Policyholder Customer
Satisfaction, Injured Worker Satisfaction, and Leading The Organization (each as
defined or described below) will be established by the Board. Projected as well as past
performance will be factored into the formula for establishing company objectives.

C. “Combined Ratio Before General Dividends” is based on the combined ratio results for
insurance operations, excluding structured settlements, as determined by the company’s
financial statements. The numerator in the ratio is total expenses (all losses incurred,
loss adjustment expenses, underwriting expenses and association dividends) The
denominator in the ratio is net underwriting premiums earned (underwriting
premiums earned minus program dividends (but not minus association and general
dividends).

D. “Customer Service Quality” will be based on the average score, adjusted for selection
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bias, of the overall service quality question contained in the service quality surveys of
customers (policyholders) sent during the Plan Year.

E. “Injured Worker Satisfaction” will be based on the average score of the overall
satisfaction question contained in the statutory surveys of injured workers for surveys
sent during the Plan Year.

F. “Leading The Organization” will be based on the total score of the leadership
competencies established by the Board. The Board will evaluate the CEO’s
performance and the CEO will evaluate the Vice Presidents performance for this
measure.

The weighting of the objectives shall be:

• Combined Ratio Before General Dividends: 60%

• Customer Service Quality: 10%

• Injured Worker Satisfaction: 10%

• Leading The Organization: 20%

The final results pertaining to any objective may be adjusted by the Board, based on the
recommendation of the Committee, to account for unforeseen or uncontrollable events. Such
adjustments will be made to assure that the results of this Performance Plan are a fair reflection
of the business performance of Pinnacol Assurance. Unforeseen or uncontrollable events may
include, without limitation, adverse court rulings, imposed regulatory costs and/or revenue
reductions, and Board-approved budget adjustments.
3. Calculation of the award incentive amount

A. If the actual result is between two measurements (i.e., threshold and commendable or
commendable and maximum) then the award will be linearly interpolated to match the actual
result, but not to exceed the maximum award for that performance measure.

B. The CEO may review any additional issues or concerns regarding any award with the
Committee prior to final award approval by the full Board.

Section 409A

All payments contemplated by this Plan are intended to qualify as “short-term deferrals” as such
term is defined in Treasury Regulation Section 1 .409A-1(b)(4) and this Performance Plan shall be
administered and construed accordingly. To the extent that any such payment is not a short-term
deferral, this Performance Plan is intended to otherwise comply with Section 409A of the Internal
Revenue Code of 1986, as amended, the Treasury Regulations promulgated thereunder, and
any administrative guidance or judicial decisions with respect thereto (“Section 409A”) and shall
be administered and construed accordingly. It is the intention of Pinnacol Assurance that
payments under this Performance Plan not be subject to the additional tax or interest imposed
pursuant to Section 409A. To the extent such potential payments or benefits are or could
become subject to Section 409A, Pinnacol Assurance may amend this Performance Plan
with the goal of giving Eligible Employees the economic benefits described herein in a manner that
does not result in such additional tax or interest being imposed. It is the intention of Pinnacol
Assurance that no person shall be considered to have a legally binding right to any award under
this Performance Plan at any time prior to an Initial Determination Date that relates to an award, or,
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in the case of a Subsequent Determination that provides for an increase to an award, prior to such
Subsequent Determination Date. Each payment described in this Performance Plan shall be a
separate payment and a separately identifiable payment to the maximum extent permitted by
Section 409A.

Pinnacol Assurance reserves the right to add, change, end or suspend this Performance
Plan at any time, with or without notice. This document shall not be construed as a
contract of employment, nor does it restrict the right of Pinnacol Assurance to discharge
the employee or the right of the employee to terminate his or her employment at any
time.

Pinnacol Assurance has evidenced its adoption of the Pinnacol Assurance Executive
Performance Plan (As Amended and Restated January 1, 2013) effective January 1, 2013 by the
signature of its duly authorized officer.

PINNACOLASSU NCE

By:___

E°and
Title: Vice Chair of Board

Date: j D\3
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Other information the CEO deems relevant to the report: 

Annual financial statement audit report 

Rule 16 of the Colorado Division of Workers’ Compensation  
Rules of Procedure 
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DEPARTMENT OF LABOR AND EMPLOYMENT 

Division of Workers’ Compensation 
7 CCR 1101-3 

WORKERS’ COMPENSATION RULES OF PROCEDURE 

Rule 16           UTILIZATION STANDARDS 

  

16-1      STATEMENT OF PURPOSE 

            In an effort to comply with its legislative charge to assure appropriate and timely medical 
care at a reasonable cost, the Director (Director) of the Division of Workers' 
Compensation (Division) has promulgated these utilization standards, effective January 
1, 2014.  This Rule defines the standard terminology, administrative procedures and 
dispute resolution procedures required to implement the Division's Medical Treatment 
Guidelines and Medical Fee Schedule.  With respect to any matter arising under the 
Colorado Workers' Compensation Act and/or the Workers' Compensation Rules of 
Procedure and to the extent not otherwise precluded by the laws of this state, all 
providers and payers shall use and comply with the provisions of the "Medical Treatment 
Guidelines," Rule 17, and the "Medical Fee Schedule," Rule 18, as incorporated and 
defined in the Workers' Compensation Rules of Procedure, 7 CCR 1101-3. 

16-2      STANDARD TERMINOLOGY FOR RULES 16 AND 18 

(A)        Ambulatory Surgical Center (ASC) – licensed as an ambulatory surgery center by the 
Colorado Department of Public Health and Environment. 

(B)        Authorized Treating Provider (ATP) – may be any of the following: 

(1)        The treating physician designated by the employer and selected by the injured 
worker; 

(2)        A health care provider to whom an authorized treating physician refers the injured 
worker for treatment, consultation, or impairment rating; 

(3)        A physician selected by the injured worker when the injured worker has the right 
to select a provider; 

(4)        A physician authorized by the employer when the employer has the right or 
obligation to make such an authorization; 

(5)        A health care provider determined by the Director or an administrative law judge 
to be an ATP; 

(6)        A provider who is designated by the agreement of the injured worker and the 
payer. 

(C)        Billed Service(s) – any billed service, procedure, equipment or supply provided to an 
injured worker by a provider. 

(D)        Billing Party – a service provider or an injured worker who has incurred authorized 
medical costs. 



(E)        Certificate of Mailing – a signed and dated statement containing the names and mailing 
addresses of all persons receiving copies of attached or referenced document(s), 
certifying the documents were placed in the U.S. Mail, postage pre-paid, to those 
persons. 

(F)        Children’s Hospital – as identified and Medicare certified by the Colorado Department of 
Public Health and Environment. 

(G) Convalescent Center – as licensed by the Colorado Department of Public Health and 
Environment. 

(H) Critical Access Hospital (CAH) – as identified and Medicare certified by the Colorado 
Department of Public Health and Environment. 

(I)         Dispute Resolution:  Division review of materials for compliance with the Rules prior to 
any pre-hearing/hearing before an Administrative Law Judge (ALJ) in the Office of 
Administrative Courts. 

(J) Day – defined as a calendar day unless otherwise noted. 

(K) Hospital – as identified and licensed by the Colorado Department of Public Health and 
Environment. 

(L) Long-Term Care Facility – as identified and Medicare certified by the Colorado 
Department of Public Health and Environment 

(M) Medical Fee Schedule – Division's Rule 18, its Exhibits, and the documents incorporated 
by reference in that Rule. 

(N) Medical Treatment Guidelines – the medical treatment guidelines as incorporated into 
Rule 17, "Medical Treatment Guidelines." 

(O) Over-the-Counter Drugs – drugs that are safe and effective for use by the general public 
without a prescription. 

(P) Payer – an insurer, employer, or their designated agent(s) who is responsible for 
payment of medical expenses. 

(Q) Prior Authorization – assurance that appropriate reimbursement for a specific treatment 
will be paid in accordance with Rule 18, its’ Exhibits, and the documents incorporated by 
reference in that Rule. 

(R) Private Psychiatric Facilities – licensed as a psychiatric hospital by the Colorado 
Department of Public Health and Environment. 

(S) Provider – a person or entity providing authorized health care service, whether involving 
treatment or not, to a worker in connection with work-related injury or occupational 
disease. 

(T) Rehabilitation Facilities – licensed as a rehabilitation hospital by the Colorado 
Department of Public Health and Environment. 

(U) Rural Health Facility – as identified and Medicare certified by the Colorado Department of 
Public Health and Environment. 



(V) Skilled Nursing Facility (SNF) – licensed as a skilled nursing facility by the Colorado 
Department of Public Health and Environment 

(W) State Psychiatric Hospitals and State Mental Health Institutions – licensed as a 
psychiatric facility and operated by the state. 

(X) “Supply et al.” – any single supply, durable medical equipment (DME), orthotic, 
prosthesis, biologic item, or single drug dose, for which the billed amount exceeds 
$500.00 and all implants. 

(Y) Veterans’ Administration Medical Facilities – all medical facilities overseen by the Federal 
Veterans’ Administration. 

16-3      REQUIRED USE OF THE MEDICAL TREATMENT GUIDELINES AND PAYMENT FOR 
SERVICE 

             When an injury or occupational disease falls within the purview of Rule 17, Medical Treatment 
Guidelines and the date of injury occurs on or after July 1, 1991, providers and payers shall use 
the medical treatment guidelines, in effect at the time of service, to prepare or review their 
treatment plan(s) for the injured worker.  A payer may not dictate the type or duration of medical 
treatment.  Nor may a payer rely solely on its’ own internal guidelines or other standards for 
medical determination.  When treatment exceeds or is outside of the Medical Treatment 
Guidelines, prior authorization is required.  In all instances of contest appropriate processes to 
deny are required.  Refer to applicable sections of 16-9, 16-10 and/or 16-11. 

16-4      REQUIRED USE OF THE MEDICAL FEE SCHEDULE 

(A) When services provided to an injured worker fall within the purview of the Medical Fee 
Schedule, all payers shall use the fee schedule to determine maximum allowable fees. 

(B) All providers are required to report services in accordance with codes, modifiers (both 
CPT and Level II HCPCS/National Modifiers as listed in RVP Introduction and or in 
Appendix A of CPT) and standards in Rule 18, Medical Fee Schedule that accurately 
represent the services provided.  The Medical Fee Schedule sets the maximum allowable 
payment but the fee schedule does not limit the billing charges. 

(C) The provider may be subject to penalties under the Workers’ Compensation Act for 
inaccurate billing when the provider knew or should have known that the services billed 
were inaccurate, as determined by the Director or an administrative law judge. 

16-5      RECOGNIZED HEALTH CARE PROVIDERS 

(A)        Physician and Non-Physician Providers 

(1)        For the purpose of this Rule, recognized health care providers are divided into the 
major categories of "physician" and "non-physician".  Recognized providers are 
defined as follows: 

(a)        "Physician providers" are those individuals who are licensed by the State 
of Colorado through one of the following state boards: 

(1)        Colorado State Board of Medical Examiners; 

(2)        Colorado State Board of Chiropractic Examiners; 



(3)        Colorado Podiatry Board; or  

(4)        Colorado State Board of Dental Examiners. 

(b)        "Non-physician providers" are those individuals who are registered or 
licensed by the State of Colorado Department of Regulatory Agencies 
(DORA), or certified by a national entity recognized by the State of 
Colorado as follows: 

(1)        Acupuncturist (LAc) – licensed by the Office of Acupuncturist 
Registration, Colorado Department of Regulatory Agencies; 

(2)        Advanced Practice Nurse – licensed by the Colorado State 
Board of Nursing; Advanced Practice Nurse Registry; 

(3) Athletic Trainers (ATC) – certified by the Board of Certification, 
Inc.; 

(4) Audiologist (AU.D. CCC-A) – certified by the American Speech 
Language-Hearing Association or board certified in audiology 
from the American Board of Audiology; 

(5)        Clinical Social Worker (LCSW) – licensed by the Colorado State 
Board of Social Work Examiners; 

(6)        Marriage and Family Therapist (LMFT) – licensed by the 
Colorado State Board of Marriage and Family Therapist 
Examiners; 

(7) Massage Therapist (RMT) – registered as a massage therapist 
by the Colorado Department of Regulatory Agencies; 

(8)        Occupational Therapist (OTR) – registered by the Colorado 
Department of Regulatory Agencies  as an occupational 
therapist certified by the  National Board for Certification of 
Occupational Therapy; 

(9)        Optometrist (OD) – licensed by the Colorado State Board of 
Optometric Examiners; 

(10)      Orthopedic Technologist (OTC) – certified by the Board for 
Certification of Orthopedic Technologists, National Association of 
Orthopedic Technologists; 

(11) Pharmacist – licensed by the Colorado State Board of 
Pharmacy; 

(12)      Physical Therapist (PT) – licensed by the Colorado State Board 
of Physical Therapy; 

(13)      Physical Therapist Assistant (PTA) – certified by the Colorado 
Board of Physical Therapy. 

(14) Physician Assistant (PA) – licensed by the Colorado State Board 
of Medical Examiners; 



(15)      Practical Nurse (LPN) – licensed by the Colorado State Board of 
Nursing; 

(16)      Professional Counselor (LPC) – licensed by the Colorado State 
Board of Professional Counselor Examiners; 

(17)      Psychologist (PsyD, PhD, EdD) – licensed by the Colorado State 
Board of Psychologist Examiners; 

(18)      Registered Nurse (RN) – licensed by the Colorado State Board 
of Nursing; 

(19)      Respiratory Therapist (RTL) – certified by the National Board of 
Respiratory Care and licensed by the Colorado Department of 
Regulatory Agencies; 

(20)      Speech Language Pathologist (CCC-SLP) – certified by DORA; 
and 

(21)      Surgical Technologist (CST) – certified under direction of the 
Association of Surgical Technologists. 

(2)        Upon request, health care providers must provide copies of license, registration, 
certification or evidence of health care training for billed services. 

(3) Any provider not listed in 16-5(A)(1)(a) or (b) must comply with 16-9, Prior 
Authorization when providing all services. 

(4) Referrals: 

(a) A payer or employer shall not redirect or alter the scope of an authorized 
treating provider’s referral to another provider for treatment or evaluation 
of a compensable injury.  Any party who has concerns regarding a 
referral or its scope shall advise the other parties and providers involved.  

(b) All non-physician providers must have a referral from an authorized 
treating physician.  An authorized treating physician making the referral 
to any listed or unlisted non-physician provider is required to clarify any 
questions concerning the scope of the referral, prescription, or the 
reasonableness or necessity of the care. 

(c) Any listed or non-listed non-physician provider is required to clarify any 
questions concerning the scope of the referral, prescription, or the 
reasonableness or necessity of the care with the referring authorized 
treating physician. 

(5)        Rule 18, Medical Fee Schedule applies to authorized services provided in relation 
to a specific workers’ compensation case. 

 (B)        Out-of-State Provider 

(1)        Injured Worker Relocated 

(a)        Upon receipt of the "Employer's First Report of Injury" or the "Worker's 
Claim for Compensation” form, the payer shall notify the injured worker 



that the procedures for change-of-provider, should s/he relocate out-of-
state, can be obtained from the payer. 

(b)        A change of provider must be made: 

(1)        Through referral by the injured worker's authorized treating 
physician; or 

(2)        In accordance with § 8-43-404 (5)(a), C.R.S. 

(2)        Injured Worker Referred 

In the event an injured worker has not relocated out-of-state but is referred to an 
out-of-state provider for treatment or services not available within Colorado, the 
referring provider shall obtain prior authorization from the payer as set forth in 16-
9, Prior Authorization, and 16-10, Contest of a Request for Prior Authorization.  
The referring provider's written request for out-of-state treatment shall include the 
following information: 

(a)        Medical justification prepared by the referring provider; 

(b)        Written explanation as to why the requested treatment/services cannot 
be obtained within Colorado; 

(c)        Name, complete mailing address and telephone number of the out-of-
state provider; 

(d)        Description of the treatment/services requested, including the estimated 
length of time and frequency of the treatment/service, and all associated 
medical expenses; and 

(e)        Out-of-state provider’s qualifications to provide the requested treatment 
or services. 

(3)        The Colorado fee schedule should govern reimbursement for out-of-state 
providers. 

16-6      HANDLING, PROCESSING AND PAYMENT OF MEDICAL BILLS  

(A)        Use of agents, including but not limited to Preferred Provider Organizations (PPO) 
networks, bill review companies, third party administrators (TPAs) and case management 
companies, shall not relieve the employer or insurer from their legal responsibilities for 
compliance with these Rules.   

(B)        Payment for billed services identified in the Medical Fee Schedule shall not exceed those 
scheduled rates and fees, or the provider's actual billed charges, whichever is less. 

(C)        Payment for billed services not identified or identified but without established value, by 
report (BR) and relativity not established (RNE), in the Medical Fee Schedule shall 
require prior authorization from the payer as set forth in 16-9 Prior Authorization, except 
when the billed non-established valued service or procedure is an emergency or a 
payment mechanism under Rule 18 is identifiable, but not explicit. Examples of the prior 
authorization request exception(s) include ambulance bills or supply bills that are covered 
under Rule18-6(H) with an identified payment mechanism of either CO Medicare HCPCS 
Level II values or cost of the supply plus 20%.  



Similar established code values from the Medical Fee Schedule, recommended by the 
requesting physician, shall govern the maximum fee value payment.  

 (D) Any payer contesting a provider’s treatment shall follow the procedures as outlined under 
16-10, Contest of a Request for Prior Authorization, or 16-11, Payment of Medical 
Benefits. 

(E) The payer should note that ICD-9 Supplementary Classification of External Causes of 
Injury and Poisoning codes (E-codes), when submitted, shall not be used to establish the 
work relatedness of an injury or treatment.   

16-7      REQUIRED BILLING FORMS AND ACCOMPANYING DOCUMENTATION 

(A)        Providers may use electronic reproductions of any required form(s) referenced in this 
section; however, any such reproduction shall be an exact duplication of such form(s) in 
content and appearance.  With the agreement of the payer, identifying information may 
be placed in the margin of the form. 

(B)        Required Billing Forms 

All health care providers shall use only the following billing forms or electronically 
produced formats when billing for services: 

(1)        CMS (Centers for Medicare & Medicaid Services) -1500 shall be used by all 
providers billing for professional services, durable medical equipment (DME) and 
ambulance services with the exception of those providers billing for dental 
services or procedures; hospitals are required to use the CMS-1500 when billing 
for professional services.  Health care providers shall provide their name and 
credentials in an appropriate box of the CMS-1500. 

(2)        UB-04 - shall be used by all hospitals, hospital-based ambulance/air services, 
Children’s Hospitals, CAHs, Veterans’ Administration Medical Facilities, home 
health and facilities meeting the definitions found in 16-2 when billing for hospital 
services or any facility fees billed by any other provider, such as ASCs, except 
for urgent care which may use the CMS-1500. 

(3)        American Dental Association’s Dental Claim Form, Version 2006 shall be used by 
all providers billing for dental services or procedures. 

(4)        With the agreement of the payer, the ANSI ASC X12 (American National 
Standards Institute Accredited Standards Committee) or NCPDP (National 
Council For Prescription Drug Programs) electronic billing transaction containing 
the same information as in  (1), (2) or (3) in this subsection may be used. 

 NCPDP Workers’ Compensation/Property and Casualty (P&C) Universal Claim 
Form, version 1.1, for prescription drug billed on paper shall be used by 
dispensing pharmacies and pharmacy benefits management (PBM).  Physicians 
may use the CMS-1500 billing form as described in Rule 16-7(B)(1). 

(C)        Required Billing Codes 

             All billed services shall be itemized on the appropriate billing form as set forth in 16-7(A) 
and (B), and shall include applicable billing codes and modifiers from the Medical Fee 
Schedule.  National provider identification (NPI) numbers are required for workers’ 
compensation bills; providers who cannot obtain NPI numbers are exempt from this 



requirement.  When billing on a CMS-1500, the NPI should be that of the rendering 
provider and should include the correct place of service codes at the line level whenever 
possible. 

(D)        Inaccurate Billing Forms or Codes 

Payment for any services not billed on the forms identified and/or not itemized as 
instructed in 16-7(B) and (C), may be contested until the provider complies.  However, 
when payment is contested, the payer shall comply with the applicable provisions set 
forth in 16-11, Payment of Medical Benefits. 

(E)        Accompanying Documentation 

(1)        Authorized treating physicians sign (or countersign) and submit to the payer, with 
their initial and final visit billings, a completed “Physician’s Report of Workers’ 
Compensation Injury” (Form WC 164) specifying:   

(a)        The report type as “initial” when the injured worker has their initial visit 
with the authorized treating physician managing the total workers’ 
compensation claim of the patient.  Generally, this will be the designated 
or selected authorized treating physician.  When applicable, the 
emergency room or urgent care authorized treating physician for this 
workers’ compensation injury may also create a WC 164 initial report.  
Unless requested or prior authorized by the payer in a specific workers’ 
compensation claim, no other authorized physician should complete and 
bill for the initial WC 164 form.  This form shall include completion of 
items 1-7 and 10.  Note that certain information in item 2 (such as Insurer 
Claim #) may be omitted if not known by the provider. 

(b)        The report type as “closing” when the authorized treating physician 
(generally the designated or selected physician) managing the total 
workers’ compensation claim of the patient determines the injured worker 
has reached maximum medical improvement (MMI) for all injuries or 
diseases covered under this workers’ compensation claim, with or 
without a permanent impairment.  The form requires the completion of 
items 1-5, 6.B, C, 7, 8 and 10.  If the injured worker has sustained a 
permanent impairment, then item 9 must also be completed and the 
following additional information shall be attached to the bill at the time 
MMI is determined: 

(1)        All necessary permanent impairment rating reports when the 
authorized treating physician (generally the designated or 
selected physician) managing the total workers’ compensation 
claim of the patient is Level II Accredited; or 

(2)        Referral to a Level II Accredited physician requested to perform 
the permanent impairment rating when a rating is necessary and 
the authorized treating physician (generally the designated or 
selected physician) managing the total workers’ compensation 
claim of the patient is not determining the permanent impairment 
rating. 

(c)      At no charge, the physician shall supply the injured worker with one 
legible copy of all completed “Physician’s Report of Workers’ 
Compensation Injury” (WC 164) forms at the time the form is completed. 



(d)      The provider shall submit to the payer the completed WC 164 form as 
specified in 16-7(E), no later than 14 days from the date of service. 

(2)       Providers, other than hospitals, shall provide the payer with all supporting 
documentation at the time of submission of the bill unless other agreements have 
been made between the payer and provider.  This shall include copies of the 
examination, surgical, and/or treatment records. 

(3)       Hospital documentation shall be available to the payer upon request.  Payers 
shall specify what portion of a hospital record is being requested.  (For example, 
only the emergency room (ER) chart notes, in-patient physician orders and chart 
notes, x-rays, pathology reports, etc.) 

(4)       In accordance with 16-11, the payer may contest payment for billed services until 
the provider completes and submits the relevant required accompanying 
documentation as specified by 16-7(E). 

(F) Providers shall submit their bills for services rendered within 120 days of the date of 
service or the bill may be denied unless extenuating circumstances exist.  Extenuating 
circumstances may include but are not limited to delays in compensability being decided 
or the provider has not been informed where to send the bill. 

16-8      REQUIRED MEDICAL RECORD DOCUMENTATION 

(A)        A treating provider shall maintain medical records for each injured worker when the 
provider intends to bill for the provided services. 

(B)        All medical records shall contain legible documentation substantiating the services billed.  
The documentation shall itemize each contact with the injured worker and shall detail at 
least the following information per contact or, at a minimum for cases where contact 
occurs more than once a week, be summarized once per week: 

(1)        Patient's name; 

(2)        Date of contact, office visit or treatment; 

(3)        Name and professional designation of person providing the billed service; 

(4)        Assessment or diagnosis of current condition with appropriate objective findings; 

(5)        Treatment status or patient’s functional response to current treatment; 

(6)        Treatment plan including specific therapy with time limits and measurable goals 
and detail of referrals; 

(7)        Pain diagrams, where applicable; 

(8) If being completed by an authorized treating physician, all pertinent changes to 
work and/or activity restrictions which reflect lifting, standing, stooping, kneeling, 
hot or cold environment, repetitive motion or other appropriate physical 
considerations; and 

(9)        All prior authorization(s) for payment received from the payer (i.e., who approved 
the prior authorization for payment, services authorized, dollar amount, length of 
time, etc.). 



16-9      PRIOR AUTHORIZATION 

(A)        Granting of prior authorization is a guarantee of payment in accordance with Rule 18, 
RVP© and CPT© for those services/procedures requested by the provider per 16-9(F). 

(B) Prior authorization for payment shall be requested by the provider when: 

(1)        A prescribed service exceeds the recommended limitations set forth in the 
Medical Treatment Guidelines; 

(2)        The Medical Treatment Guidelines otherwise require prior authorization for that 
specific service; 

(3)        A prescribed service is identified within the Medical Fee Schedule as requiring 
prior authorization for payment; or 

(4)        A prescribed service is not identified in the Medical Fee Schedule as referenced 
in 16-6(C). 

(C) Prior authorization for a prescribed service or procedure may be granted immediately and 
without medical review.  However, the payer shall respond to all providers requesting 
prior authorization within seven (7) business days from receipt of the provider’s 
completed request as defined in 16-9(F).  The duty to respond to a provider's written 
request applies without regard for who transmitted the request. 

(D) The payer, upon receipt of the "Employer's First Report of Injury" or a "Worker's Claim for 
Compensation,” shall give written notice to the injured worker stating that the 
requirements for obtaining prior authorization for payment are available from the payer. 

(E) The payer, unless they have previously notified said provider, shall give notice to the 
provider of these procedures for obtaining prior authorization for payment upon receipt of 
the initial bill from that provider.   

(F) To complete a prior authorization request, the provider shall concurrently explain the 
reasonableness and the medical necessity of the services requested, and shall provide 
relevant supporting medical documentation.  Supporting medical documentation is 
defined as documents used in the provider’s decision-making process to substantiate the 
need for the requested service or procedure.  

(1)  When the indicatons of the Medical Treatment Guidelines are met, no prior 
authorization is required.  If the provider requests prior authorization for payment the 
following documentation is recommended: 

(a)  An adequate definition or description of the nature, extent, and necessity for the 
procedure; 

(b)  Identify the appropriate Medical Treatment Guideline application to the requested 
service; 

(c)  Document that the indicators in the guidelines have been met; and 

(d) Final diagnosis. 

(2)  When the service/procedure does not fall within the Medical Treatment Guidelines 
and/or past treatment failed functional goals or if the requested procedure is not 



identified in the Medical Fee Schedule or does not have an established value under 
the Medical Fee Schedule, such as any unlisted procedure/service with a BR value or 
an RNE value listed in the RVP© authorization requests may be made using the 
“Authorized Treating Provider’s Request for Prior Authorization” (Form WC 188). 

(G) To contest a request for prior authorization, the payer is required to comply with the 
provisions outlined in 16-10. 

(H) The Division recommends payers confirm in writing, to providers and all parties, when a 
request for prior authorization is approved. 

(I) If, after the service was provided, the payer agrees the service provided was reasonable 
and necessary, lack of prior authorization for payment does not warrant denial of 
payment.  However, the provider is still required to provide with the bill the documentation 
as required by 16-9(F) for any unlisted valued service or procedure for payment. 

16-10    CONTEST OF A REQUEST FOR PRIOR AUTHORIZATION 

(A)        If the payer contests a request for prior authorization for non-medical reasons as defined 
under 16-11(B)(1), the payer shall notify the provider and parties, in writing, of the basis 
for the contest within seven (7) business days from receipt of the provider’s completed 
request as defined in 16-9(F).  A certificate of mailing of the written contest must be sent 
to the provider and parties.  

            If an ATP requests prior authorization and indicates in writing, including their reasoning 
and relevant documentation, that they believe the requested treatment is related to the 
admitted workers’ compensation claim, the insurer cannot deny based solely on 
relatedness without a medical review as required by 16-10(B).   

(B)       If the payer is contesting a request for prior authorization for medical reasons, the payer 
shall, within seven (7) business days of the completed request: 

(1)        Have all the submitted documentation under 16-9(F) reviewed by a physician or 
other health care professional, as defined in 16-5(A)(1)(a), who holds a license 
and is in the same or similar specialty as would typically manage the medical 
condition, procedures, or treatment under review; and 

(2)        After reviewing all the submitted documentation, the reviewing provider may call 
the requesting provider to expedite communication and processing of prior 
authorization requests.  However, the written contest or approval still needs to be 
completed within the specified seven (7) business days under 16-10(B). 

(3)        Furnish the provider and the parties with a written contest that sets forth the 
following information: 

(a)        An explanation of the specific medical reasons for the contest, including 
the name and professional credentials of the person performing the 
medical review and a copy of the medical reviewer's opinion; 

(b)        The specific cite from the Medical Treatment Guidelines exhibits to Rule 
17, when applicable; 

(c)        Identification of the information deemed most likely to influence the 
reconsideration of the contest when applicable; and 



(d)        A certificate of mailing to the provider and parties. 

(C)        Prior Authorization Disputes 

(1)        The requesting party or provider shall have seven (7) business days from the 
date of the certificate of mailing on the written contest to provide a written 
response to the payer, including a certificate of mailing.  The response is not 
considered a "special report" when prepared by the provider of the requested 
service. 

(2)        The payer shall have seven (7) business days from the date of the certificate of 
mailing of the response to issue a final decision, including a certificate of mailing 
to the provider and parties. 

(3)        In the event of continued disagreement, the parties should follow dispute 
resolution and adjudication procedures available through the Division or Office of 
Administrative Courts. 

(D)        An urgent need for prior authorization of health care services, as recommended in writing 
by an authorized treating provider, shall be deemed good cause for an expedited hearing. 

(E)        Failure of the payer to timely comply in full with the requirements of 16-10(A) or (B), shall 
be deemed authorization for payment of the requested treatment unless: 

(1) A hearing is requested within the time prescribed for responding as set forth in 
16-10(A) or (B); and 

(2) The requesting provider is notified that the request is being contested and the 
matter is going to hearing. 

(F)        Unreasonable delay or denial of prior authorization, as determined by the Director or an 
administrative law judge, may subject the payer to penalties under the Workers’ 
Compensation Act. 

16-11    PAYMENT OF MEDICAL BENEFITS 

(A)        Payer Requirements for Processing Medical Service Bills 

(1) For every medical service bill submitted by a provider, the payer shall reply with a 
written notice or explanation of benefits.   In those instances where the payer 
reimburses the exact billed amount, identification of the patient’s name, the 
payer, the paid bill, the amount paid and the dates of service are required.  If any 
adjustments are made then the payer’s written notice shall include:  

 (a)        Name of the injured worker or patient; 

(b)        Specific identifying information coordinating the notice with any payment 
instrument associated with the bill; 

(c) Date(s) of service(s), if date(s) was (were) submitted on the bill; 

(d)        Payer’s claim number and/or Division’s workers’ compensation claim 
number, if one has been created;  

(e)        Reference to the bill and each item of the bill; 



(f)         Notice that the billing party may resubmit the bill or corrected bill within 
60 days; 

(g)  For compensable services for a work-related injury or occupational 
disease the payer shall notify the billing provider that the injured worker 
shall not be balance-billed for services related to the  work-related injury 
or occupational disease; 

(h) Name of insurer with admitted, ordered or contested liability for the 
workers’ compensation claim, when known;   

(i) Name, address, e-mail (if any), phone number and fax of a person who 
has responsibility and authority to discuss and resolve disputes on the 
bill; 

(j) Name and address of the employer, when known; and 

(k) Name and address of the Third Party Administrator (TPA) and name and 
address of the bill reviewer if separate company when known; and 

(l) If applicable, a statement that the payment is being held in abeyance 
because a relevant issue is being brought to hearing. 

(2)        The payer shall send the billing party written notice that complies with 16-11(A)(1) 
and (B) or (C) if contesting payment for non-medical or medical reasons within 30 
days of receipt of the bill.  Any notice that fails to include the required information 
set forth in 16-11(A)(1) and (B) or (C) if contesting payment for non-medical or 
medical reasons is defective and does not satisfy the payer’s 30-day notice 
requirements set forth in this section.    

(3) Unless the payer provides timely and proper reasons as set forth by the 
provisions outlined in 16-11(B) - (D), all bills submitted by a provider are due and 
payable in accordance with the Medical Fee Schedule within 30 days after 
receipt of the bill by the payer.   

(4) If the payer discounts a bill and the provider requests clarification in writing, the 
payer shall furnish to the requester the specifics of the discount within 30 days 
including a copy of any contract relied on for the discount.  If no response is 
forthcoming within 30 days, the payer must pay the maximum Medical Fee 
Schedule allowance or the billed charges, whichever is less. 

(5) Date of receipt of the bill may be established by the payer’s date stamp or 
electronic acknowledgement date; otherwise, receipt is presumed to occur three 
(3) business days after the date the bill was mailed to the payer’s correct 
address.    

(6) Unreasonable delay in processing payment or denial of payment of medical 
service bills, as determined by the Director or an administrative law judge, may 
subject the payer to penalties under the Workers’ Compensation Act. 

(7) If the payer fails to make timely payment of uncontested billed services, the 
billing party may report the incident to the Division’s Carrier Practices Unit who 
may use it during an audit. 

 (B)     Process for Contesting Payment of Billed Services Based on Non-Medical Reasons 



 (1)       Non-medical reasons are administrative issues.  Examples of non-medical 
reasons for contesting payment include the following:  no claim has been filed 
with the payer; compensability has not been established; the billed services are 
not related to the admitted injury; the provider is not authorized to treat; the 
insurance coverage is at issue; typographic, gender or date errors are in the bill; 
failure to submit any medical documentation at all; unrecognized CPT® code. 

(2)        If an ATP bills for medical services and indicates in writing, including their 
reasoning and relevant documentation that they believe the medical services are 
related to the admitted WC claim, the payer cannot deny based solely on 
relatedness without a medical review as required by 16-11(C).   

(3)        In all cases where a billed service is contested for non-medical reasons, the 
payer shall send the billing party written notice of the contest within 30 days of 
receipt of the bill.  The written notice shall include all of the notice requirements 
set forth in 16-11(A)(1) and shall also include: 

(a)        Date(s) of service(s) being contested, if date(s) was(were) submitted on 
the bill; 

(b)        If applicable, acknowledgement of specific uncontested and paid items 
submitted on the same bill as contested services; 

(c)        Reference to the bill and each item of the bill being contested; and 

(d)        Clear and persuasive reasons for contesting the payment of any item 
specific to that bill including the citing of appropriate statutes, rules 
and/or documents supporting the payer’s reasons for contesting 
payment. 

Any notice that fails to include the required information set forth in this section is 
defective.  Such defective notice shall not satisfy the payer’s 30 day notice 
requirement set forth in this section.   

(4)        Prior to modifying a billed code, the payer must contact the billing provider and 
determine if the modified code is accurate. 

(a)        If the billing provider agrees with the payer, then the payer shall process 
the service with the agreed upon code and shall document on their 
explanation of benefits (EOB) the agreement with the provider.  The EOB 
shall include the name of the person at the provider’s office who made 
the agreement. 

(b)        If the provider is in disagreement, then the payer shall proceed according 
to 16-11(B) or 16-11(C), as appropriate. 

(5)        Lack of prior authorization for payment does not warrant denial of liability for 
payment.   

(6) When no established fee is given in the Medical Fee Schedule and the payer 
agrees the service or procedure is reasonable and necessary, the payer shall list 
on their written notice of contest (see 16-11(A)(1)) one of the following payment 
options:  



(a)  A reasonable value based upon the similar established code value 
recommended by the requesting provider;  

(b)  The provider’s requested payment based on an established similar code 
value as required by 16-9(F); or 

(c)  The billed charges. 

If the payer disagrees with the provider’s recommended code value, the payer’s 
notice of contest shall include an explanation of why the requested fee is not 
reasonable and what their recommendation is, based on the payment options. 

If the payer is contesting the medical necessity of any non-valued procedure after 
a prior authorization was requested, the payer shall follow 16-11(C). 

(C)     Process for Contesting Payment of Billed Services Based on Medical Reasons 

When contesting payment of billed services based on medical reasons, the payer shall: 

(1)        Have the bill and all supporting medical documentation under 16-7(E) reviewed 
by a physician or other health care professional as defined in 16-5(A)(1)(a), who 
holds a license and is in the same or similar specialty as would typically manage 
the medical condition, procedures, or treatment under review.  After reviewing 
the supporting medical documentation, the reviewing provider may call the billing 
provider to expedite communication and timely processing of the contested or 
paid medical bill.   

(2)        In all cases where a billed service is contested for medical reasons, the payer 
shall send the provider and the parties written notice of the contest within 30 
days of receipt of the bill.  The written notice shall include all of the notice 
requirements set forth in 16-11(A)(1) and shall also include: 

(a)        Date(s) of service(s) being contested, if date(s) was (were) submitted on 
the bill; 

(b)        If applicable, acknowledgement of specific uncontested and paid items 
submitted on the same bill as contested services; 

(c)        Reference to the bill and each item of the bill being contested; 

(d)        An explanation of the clear and persuasive medical reasons for the 
decision, including the name and professional credentials of the person 
performing the medical review and a copy of the medical reviewer's 
opinion; 

(e)        The specific cite from the Medical Treatment Guidelines exhibits to Rule 
17, when applicable; and  

(f)         Identification of the information deemed most likely to influence the 
reconsideration of the contest, when applicable. 

(3) Any notice that fails to include the required information set forth in this section is 
defective. Such defective notice shall not satisfy the payer’s 30-day notice 
requirement set forth in this section.  



(4) If the payer is contesting the medical necessity of any non-valued procedure 
provided without prior authorization, the payer shall follow the procedures given 
in 16-11(C)(1)and (2).   

(D) Process for Ongoing Contest of Billed Services  

(1)        The billing party shall have 60 days to respond to the payer’s written notice under 
16-11(A) – (C).  The billing party’s timely response must include: 

(a) A copy of the original or corrected bill; 

(b) A copy of the written notice or EOB received; 

(c) A statement of the specific item(s) contested; 

(d) Clear and persuasive supporting documentation or clear and persuasive 
reasons for the appeal; and  

(e) Any available additional information requested in the payer’s written 
notice. 

(2) If the billing party responds timely and in compliance with 16-11(D)(1), the payer 
shall: 

(a)  When contesting for medical reasons, have the bill and all supporting 
medical documentation and reasoning under 16-7(E) and, if applicable, 
16-11(D)(1) reviewed by a physician or other health care professional as 
defined in 16-5(A)(1)(a), who holds a license and is in the same or 
similar specialty as would typically manage the medical condition, 
procedures, or treatment under review.  After reviewing the provider’s 
documentation and response, the reviewing provider may call the billing 
provider to expedite communication and timely processing of the 
contested or paid medical bill.  

(b) When contesting for non-medical reasons, have the bill and all 
supporting medical documentation and reasoning under 16-7(E) and, if 
applicable, 16-11(D)(1) reviewed by a person who has knowledge of the 
bill.  After reviewing the provider’s documentation and response, the 
reviewing person may call the billing provider to expedite communication 
and timely processing of the contested or paid medical bill.  

(3) If before or after conducting a review pursuant to 16-11(D)(2), the payer agrees 
with the billing party’s response, the billed service is due and payable in 
accordance with the Medical Fee Schedule within 30 days after receipt of the 
billing party’s response.  Date of receipt may be established by the payer’s date 
stamp or electronic acknowledgement date; otherwise, receipt is presumed to 
occur three (3) business days after the date the response was mailed to the 
payer’s correct address.   

(4)        After conducting a review pursuant to 16-11(D)(2), if there is still a dispute 
regarding the billed services, the payer shall send the billing party written notice 
of contest within 30 days of receipt of the response.  The written notice shall 
include all of the notice requirements set forth in 16-11(A)(1) and shall also 
include: 



(a)        Date(s) of service(s) being contested, if date(s) was(were) submitted by 
the provider; 

(b)        If applicable, acknowledgement of specific uncontested and paid items 
submitted on the same bill as contested services; 

(c)        Reference to the bill and each item of the bill being contested; 

(d)        An explanation of the clear and persuasive medical or non-medical 
reasons for the decision, including the name and professional credentials 
of the person performing the medical or non-medical review and a copy 
of the medical reviewer's opinion when the contest is over a medical 
reason; and  

(e)        The explanation shall include the citing of appropriate statutes, rules 
and/or documents supporting the payer’s reasons for contesting 
payment. 

(5) Any notice that fails to include the required information set forth in this section is 
defective.  Such defective notice shall not satisfy the payer’s 30-day notice 
requirement set forth in this section. 

(6)        In the event of continued disagreement, and within 12 months of the bill being 
processed in compliance with Rule 16-11, the parties should follow dispute 
resolution and adjudication procedures available through the Division or Office of 
Administrative Courts. 

(E)        When seeking dispute resolution from the Division’s Medical Policy Unit (MPU), the 
requesting party must complete the Division’s “Medical Billing Dispute Resolution Intake 
Form” (Form WC 181) found on the Division’s web page.  The items listed on the bottom 
of the form must be provided at the time of submission.  If necessary items are missing or 
if more information is required, the Division will forward a request for additional 
information and initiation of the process may be delayed. 

When the request is properly made and the supporting documentation submitted, the 
Division will issue a confirmation of receipt.  If after reviewing the materials the Division 
believes the dispute criteria have not been met, the Division will issue an explanation of 
those reasons.  If the Division determines there is cause for facilitating the disputed 
items, the other party will be sent a request for a written response, allowing the other 
party ten (10) business days to respond. 

The MPU will facilitate the dispute by reviewing the parties’ compliance with Rules 16 and 
18 within 30 days of receipt of the complete supporting documentation; or as soon 
thereafter as possible. 

Upon review of all submitted documentation, disputes resulting from violation of Rules 16 
and/or 18, as determined by the Director, may result in a Director’s Order that cites the 
specific violation. 

Evidence of compliance with the order shall be provided to the Director.   If the party does 
not agree with the findings, it shall state with particularity and in writing its reasons for all 
disagreements by providing a response with all relevant legal authority, and/or other 
relevant proof upon which it relies in support of its position(s) concerning disagreements 
with the order.  



Failure to respond or cure violations may result in penalties in accordance with § 8-43-
304.  Daily fines up to $1000/day for each such offence will be assessed until the party 
complies with the Director’s Order.  

Resolution of disputes not pertaining to Rule violations will be facilitated by the MPU to 
the extent possible.  In the event both parties cannot reach an agreement, the parties will 
be provided additional information on pursuing resolution and adjudication procedures 
available through the Office of Administrative Courts.  Use of the dispute resolution 
process does not extend the 12 month application period for hearing. 

(F) Retroactive review of Medical Bills 

(1)        All medical bills paid by a payer shall be considered final at 12 months after the 
date of the original explanation of benefits unless the provider is notified that: 

(a) A hearing is requested within the 12 month period, or  

(b) A request for utilization review has been filed pursuant to § 8-43-501. 

(2)        If the payer conducts a retroactive review to recover overpayments from a 
provider based on medical reasons, the payer shall have the bill and all 
supporting documentation reviewed by a physician or other health care 
professional as defined in 16-5(A)(1)(a), who holds a license and is in the same 
or similar specialty as would typically manage the medical condition, procedures, 
or treatment under review.  The payer shall send the billing party written notice 
that shall include all of the notice requirements set forth in 16-11(A)(1) and shall 
also include: 

(a) Reference to each item of the bill where payer seeks to recover 
overpayments;  

(b) Clear and persuasive medical reason(s) for seeking recovery of 
overpayment(s).  The explanation shall include the citing of appropriate 
statutes, rules, and/or other documents supporting the payer’s reason for 
seeking to recover overpayment; and  

(c) Evidence that these payments were in fact made to the provider. 

(3) If the payer conducts a retroactive review to recover overpayments from a 
provider based on non-medical reasons, the payer shall send the billing party 
written notice that shall include all of the notice requirements set forth in 16-
11(A)(1) and shall also include: 

(a) Reference to each item of the bill where payer seeks to recover 
overpayments;  

(b) Clear and persuasive reason(s) for seeking recovery of overpayment(s).  
The explanation shall include the citing of appropriate statutes, rules, 
and/or other documents supporting the payer’s reason for seeking to 
recover overpayment; and  

(c) Evidence that these payments were in fact made to the provider. 



 (4) In the event of continued disagreement, the parties may follow dispute resolution 
and adjudication procedures available through the Division or Office of 
Administrative Courts. 

(G) An injured worker shall never be required to directly pay for admitted or ordered medical 
benefits covered under the Workers’ Compensation Act.  In the event the injured worker 
has directly paid for medical services that are then admitted or ordered as covered under 
the Workers’ Compensation Act, the payer shall reimburse the injured worker for the 
amounts actually paid for authorized services within 30 days after receipt of the bill.  If the 
actual costs exceed the maximum fee allowed by the Medical Fee Schedule, the payer 
may seek a refund from the medical provider for the difference between the amount 
charged to the injured worker and the maximum fee.  Each request for a refund shall 
indicate the service provided and the date of service(s) involved. 

(H) To the extent not otherwise precluded by the laws of this state, contracts between 
providers, payers and any agents acting on behalf of providers or payers shall comply 
with 16-11.  

16-12    ONSITE REVIEW OF HOSPITAL OR OTHER MEDICAL CHARGES 

(A)        The payer may conduct a review of billed and non-billed hospital or medical facility 
charges related to a specific workers’ compensation claim. 

(B)        The payer shall comply with the following procedures: 

Within 30 days of receipt of the bill, notify the hospital or other medical facility of its intent 
to conduct a review. Notification shall be in writing and shall set forth the following 
information: 

(1)        Name of the injured worker; 

(2)        Claim and/or hospital or other medical facility I.D. number associated with the 
injured worker's bill; 

(3)        An outline of the items to be reviewed; and 

(4)        If applicable, the name, address and telephone number of any person who has 
been designated by the payer to conduct the review (reviewer). 

(C)        The hospital or other medical facility shall comply with the following procedures: 

(1)        Allow the review to begin within 30 days of the payer's notification; 

(2)        Upon receipt of the patient's signed release of information form, allow the 
reviewer access to all items identified on the injured worker's signed release of 
information form; 

(3)        Designate an individual(s) to serve as the primary liaison(s) between the hospital 
or other medical facility and the reviewer who will acquaint the reviewer with the 
documentation and charging practices of the hospital or other medical facility; 

(4)        Provide a written response to each of the preliminary review findings within ten 
(10) business days of receipt of those findings; and 

(5)        Participate in the exit conference in an effort to resolve discrepancies. 



(D)        The reviewer shall comply with the following procedures: 

(1)        Obtain from the injured worker a signed information release form;  

(2)        Negotiate the starting date for the review; 

(3)        Assign staff members who are familiar with medical terminology, general hospital 
or other medical facility charging and medical records documentation procedures 
or have a level of knowledge equivalent at least to that of an LPN; 

(4)        Establish the schedule for the review which shall include, at a minimum, the dates 
for the delivery of preliminary findings to the hospital or other medical facility, a 
ten (10) business day response period for the hospital or other medical facility, 
and the delivery of an itemized listing of discrepancies at an exit conference upon 
the completion of the review; and 

(5)        Provide the payer and hospital or other medical facility with a written summary of 
the review within 20 business days of the exit conference. 

 




