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CALIFORNIA WORKERS' COMPENSATION: WHAT
YOUR INSURANCE COMPANY MUST DO FOR YOU

This report explains what a workers' compensation insurance company is required to do when you are injured
at work in California. It covers the investigation of your claim, medical treatment, wage replacement, required
notices, deadlines, and what happens when the insurance company fails to follow the law.

Part 1: How the System Works and Why It Matters to You

Overview of the Workers' Compensation "Grand Bargain"

California's workers' compensation system is built on a basic deal between workers and employers that has
existed for over a century. Under this deal, you gave up your right to sue your employer in regular court for a
workplace injury. In exchange, your employer must provide you with workers' compensation benefits no
matter who was at fault for the injury. California Department of Industrial Relations — Employer Information
(https://www.dir.ca.gov/dwc/employer.htm)

This deal shapes everything the insurance company must do. Because you cannot sue your employer
directly, the insurance company's duty to provide your benefits is absolute. The company cannot refuse
benefits simply because it disagrees about what caused your injury.

Who Must Have Coverage

Cal. Lab. Code § 3700 (https://www.dir.ca.gov/dwc/employer.htm) requires every California employer to
provide workers' compensation benefits. This rule applies regardless of company size — even a business with
only one employee must have coverage. California DWC — FAQs for Employers
(https://www.dir.ca.gov/dwc/fags.html)

When your employer buys workers' compensation insurance, the insurance company becomes the claims
administrator. This is the company responsible for investigating your claim, deciding whether to accept or
deny it, and authorizing your benefits.

Key Laws That Govern Insurance Company Conduct

Two main bodies of law control what the insurance company must do:

e The California Labor Code sets out what benefits you are entitled to, including medical treatment, wage
replacement, and disability payments.

e Title 8, California Code of Regulations (also called "CCR") contains detailed rules about deadlines,
notice requirements, and investigation standards. These regulations carry the force of law and are
enforced through audits and penalties. California DWC — Claims Administrator Information
(https://www.dir.ca.gov/dwc/ClaimsAdministrators.htm)

The Division of Workers' Compensation

The Division of Workers' Compensation (DWC) is the state agency that oversees the system. The DWC has
the power to:

Approve or reject the insurance company's review plans

Audit the insurance company's claim files

Impose fines and penalties for violations

Revoke the company's authority to handle claims if violations are serious enough

California DWC — Utilization Review (https://www.dir.ca.gov/dwc/ur_main.htm)

This means the insurance company cannot simply make up its own rules. All major decisions must follow
existing regulations or be submitted to the DWC for approval.



Part 2: The Insurance Company's Duty to Investigate Your Claim

What "Duty to Investigate" Means

When you report a work injury, the insurance company must conduct a reasonable and timely investigation.
This is required by Cal. Code Regs. tit. 8, § 10109(a) (https://www.Iflm.com/news-knowledge/the-duty-to-
investigate-applicants-attorneys-new-gold-mine-in-ccr-%C2%A710109a/). The duty to investigate is not
optional, and it does not end once the company accepts or denies your claim. It continues for the entire life of
your case.

Important: The insurance company cannot investigate only to find reasons to deny your claim. The
regulation specifically states that the company "may not restrict its investigation to preparing
objections or defenses to a claim, but must fully and fairly gather the pertinent information, whether
that information requires or excuses benefit payment.” Cal. Code Regs. tit. 8, § 10109(b)
(https://www.workinjuryhelp.com/insurance-companies-duty-investigate-workers-comp-cases/)

What the Investigation Must Cover

A proper investigation looks at all the facts that could affect any type of benefit you might be owed. This
includes:

e Medical evaluation — Is your reported injury consistent with your job duties? Does the medical evidence
support what you described?

e Workplace facts — Did the injury happen during work hours? Were you doing your job at the time?

e All body parts affected — The company must look at every body part that may be injured, not just the
one you first reported.

e All types of benefits — Even if you only asked about medical treatment, the company must also check
whether you are owed disability payments, wage replacement, or vocational rehabilitation.

Myers Law Group — California Workers' Comp Claim Investigation Process
(https://www.myerslawgroup.com/what-to-expect-during-a-california-workers-comp-claim-investigation/)

Strict Deadlines for the Investigation

The investigation must follow a strict timeline:

1. Within one working day of learning about your injury, your employer must give you a DWC-1 claim
form and a notice about your possible benefits. Cal. Lab. Code § 5401
(https://law.justia.com/codes/california/code-lab/division-4/part-2/chapter-2/article-2/section-5400-
5413.html)

2. Within 14 days after the employer learns of your injury and your inability to work, the insurance
company must either accept your claim, deny it, or send you a notice of delay explaining why it needs
more time. Cal. Code Regs. tit. 8, § 9812 (https://www.dir.ca.gov/t8/9812.html)

3. The company has a maximum of 90 days from when you file the DWC-1 form to make a final decision.
This is the critical deadline explained in detail in Part 5.

Part 3: Medical Treatment — Your Right to Immediate Care

Treatment Must Be Authorized Within One Working Day

One of the most important rules protects your right to medical treatment. Under Cal. Lab. Code § 5402(c)
(https://law.justia.com/codes/california/code-lab/division-4/part-2/chapter-2/article-2/section-5400-54 13.html),
the insurance company must authorize medical treatment within one working day after you file your claim form
— even if the company is still investigating whether your injury is work-related.

Critical: The insurance company cannot wait until it decides whether to accept your claim before
authorizing treatment. You are entitled to treatment during the entire investigation period.

The treatment must cover everything "reasonably required to cure or relieve" the effects of your injury under
Cal. Lab. Code § 4600 (https://employeesfirstlaborlaw.com/labor-code-%C2%A74600-right-to-medical-
treatment-workers-comp/). This includes:

e Doctor visits and surgery
e Physical therapy and pain management



e Prescription medications
e Medical equipment, braces, and prosthetic devices (artificial limbs)
e Mental health treatment related to your work injury

California DWC — Medical Care Guidelines (https://www.dir.ca.gov/dwc/medicalcare.htm)

The $10,000 Cap During Investigation

While the company investigates your claim (up to 90 days), there is a $10,000 cap on medical treatment
costs. This limit only applies during the investigation period. Once the company accepts your claim, the cap
disappears, and the company must pay for all medically necessary treatment with no dollar limit. California
DWC - FAQs for Employees (https://www.dir.ca.gov/dwc/wcfagiw.html)

Medical Treatment Utilization Schedule (MTUS)

All treatment must follow the Medical Treatment Utilization Schedule (MTUS). This is a set of evidence-based
medical guidelines adopted by the DWC that defines what counts as "reasonable and necessary" treatment.
The MTUS covers treatment for specific body parts, conditions like chronic pain, opioid prescribing, and post-
surgical recovery. California DWC — Medical Treatment Utilization Schedule
(https://www.dir.ca.gov/dwc/mtus/mtus.html)

If your doctor believes you need treatment beyond what the MTUS recommends, the doctor must provide
medical evidence explaining why the extra treatment is necessary for your specific condition. Employees First
Labor Law — MTUS Overview (https://employeesfirstlaborlaw.com/what-is-the-medical-treatment-utilization-
schedule-mtus/)

Prosthetic and Assistive Device Coverage

Cal. Lab. Code § 4600(a) (https://employeesfirstlaborlaw.com/labor-code-%C2%A74600-right-to-medical-
treatment-workers-comp/) specifically includes "orthotic and prosthetic devices and services." If your doctor
prescribes an artificial limb, brace, wheelchair, or other assistive device, the insurance company must
authorize and pay for it. This obligation includes future replacements and modifications for the rest of your life.
Law Office of Joseph Richards — Assistive Devices in Workers' Comp (https://www.pi.law/practice-
areas/workers-compensation-claim/assistive-devices/)

Part 4: Wage Replacement and Disability Benefits

Temporary Total Disability (TTD)

If your doctor says you cannot work at all because of your injury, you are entitled to temporary total disability
(TTD) benefits. TTD pays two-thirds (2/3) of your average weekly wage, up to a maximum of approximately
$1,619.15 per week (adjusted annually). California DWC — Temporary Disability Benefits Fact Sheet
(https://www.dir.ca.gov/dwc/factsheets/factsheet_c.pdf)

e TTD begins when your doctor determines you cannot work for more than three days, or when you are
hospitalized overnight.

e If your disability lasts longer than 14 days, TTD is paid starting from the first day you could not work.
e TTD is limited to 104 weeks within five years from the date of injury. For catastrophic injuries such as
severe burns or amputations, TTD can last up to 240 weeks.

Diefer Law — Wage Replacement Benefits (https://dieferlaw.com/blog/understanding-wage-replacement-
benefits-in-a-workers-compensation-case/)

Important: The insurance company cannot stop your TTD payments on its own without either a
doctor's determination that you can return to work, or an order from the Workers' Compensation
Appeals Board (WCAB).

Temporary Partial Disability (TPD)

If you can do some work but earn less than before your injury, you may receive temporary partial disability
(TPD). TPD pays two-thirds of the difference between your old wages and your current reduced wages.

For example: If you earned $1,200 per week before injury and now earn $600 in modified work, your TPD
benefit would be approximately $400 per week (2/3 of the $600 difference).



Permanent Disability (PD)

Once your condition stabilizes and your doctor says you have reached maximum medical improvement (MMI)
— also called permanent and stationary (P&S) status — you may receive permanent disability (PD) benefits.
PD is based on a disability rating that considers your level of impairment, your age, your occupation, and your
future earning ability. Employees First Labor Law — Permanent Total Disability Guide
(https://employeesfirstlaborlaw.com/permanent-total-disability-in-california-workers-comp-lifetime-benefits-
guide/)

e For partial permanent disability, benefits are paid for a set number of weeks depending on your rating
percentage.

e For 100% permanent total disability, the insurance company must pay you benefits for the rest of your
life.

Part 5: The 90-Day Rule — The Most Important Deadline

How the 90-Day Rule Works

Cal. Lab. Code § 5402(b) (https://law.justia.com/codes/california/code-lab/division-4/part-2/chapter-2/article-
2/section-5400-5413.html) creates the single most important deadline in workers' compensation. If the
insurance company does not deny your claim within 90 days after you file your DWC-1 claim form, your injury
is automatically presumed to be work-related and your claim is legally accepted. DaisyBill — Presumed
Accepted Claims (https://blog.daisybill.com/liable-by-default-failure-to-deny-a-claim-means-the-claim-is-
accepted)

This means:

e The 90-day clock starts when the insurance company receives your claim form.

e [f the company does not issue a denial by the end of day 90, your claim is accepted by law — even if the
company believes it should be denied.

e The company cannot fix this mistake by arguing that the claim had no merit.
Bradford Barthel — When Does the 90-Day Investigation Period Begin
(https://bradfordbarthel.com/2020/10/08/decision-time-when-does-the-90-day-investigation-period-begin/)
The Only Exception: Truly New Evidence

The only way an insurance company can overcome the 90-day presumption is with evidence that could not
have been discovered during the 90-day period. This exception is very narrow. The company must prove all
three of the following:

e The evidence is important to whether your claim should be accepted
e The evidence was not known during the 90-day period
e No reasonable investigation would have found the evidence during those 90 days

R.J. Yrulegui & Roberts — The 90-Day Rule (https://www.rjylaw.com/workers-compensation-defense-in-
california-what-is-the-90-day-rule/)

If the company simply failed to look for available evidence during the 90 days, that evidence does not count as
"new."

When the Clock Starts

The 90-day period generally begins when the insurance company receives your claim form. For cumulative
trauma injuries (injuries that develop slowly over time from repeated work activities), the date of injury is when
you first knew, or should have known, that your condition was related to your work. Invictus Law — Claim Filing
Time Limits (https://www.invictuslawpc.com/resources/workers-comp-claim-filing-time-limits/)

Part 6: Utilization Review — How Treatment Decisions Are Made

What Is Utilization Review?



Utilization review (UR) is the process insurance companies use to decide whether to approve or deny
treatment your doctor recommends. Every insurance company must have a UR program. Cal. Lab. Code §
4610 (https://www.dir.ca.gov/dwc/urmain.htm) and Cal. Code Regs. tit. 8, §§ 9792.6-9792.15
(https://www.dir.ca.gov/t8/97929.html) set out the rules.

Important: Only a licensed physician can make a UR decision to deny or change your treatment
based on medical necessity. The insurance adjuster alone cannot deny treatment.

UR Decision Timelines

The insurance company must follow strict timelines when reviewing your doctor's treatment request:

e Routine requests: Decision within 5 business days of receiving a complete request

e Concurrent review (treatment already happening or about to happen): Decision within 24 hours, followed
by written notice within 2 business days

e Expedited review (your condition could get worse with delay): Decision within 72 hours
Cal. Code Regs. tit. 8, § 9792.9 (https://www.dir.ca.gov/t8/9792_9.html)

What the UR Denial Must Include

If the insurance company denies or changes your treatment, the written denial must explain:

The date the request was received

What treatment was requested

The medical reason for the denial

The name and specialty of the reviewing doctor

How to request Independent Medical Review (IMR) if you disagree

As of April 1, 2026, UR organizations must obtain special accreditation (URAC Workers' Compensation
Utilization Management). Those that fail to do so face penalties and possible suspension. Enlyte — California
UR Regulation Updates 2026 (https://www.enlyte.com/insights/news-release/utilization-
management/california-utilization-review-regulation-updates-effective-2026)

Part 7: Independent Medical Review — Your Right to Appeal Treatment Denials

What Is Independent Medical Review?

If the insurance company's UR process denies treatment your doctor recommended, you have the right to
request an Independent Medical Review (IMR). IMR replaced the old system of fighting treatment denials in
court. It is faster and does not require a lawyer. California DWC — Independent Medical Review
(https://www.dir.ca.gov/dwc/imr.htm)

How to Request IMR

e You must file your IMR request within 30 days of receiving the UR denial. For drug coverage denials, the
deadline is 10 days.

e You must submit a completed DWC IMR-1 form along with a copy of the UR denial letter.
e The insurance company must provide all relevant medical records to the IMR organization within 15
calendar days (or 24 hours for urgent cases).

Cal. Lab. Code § 4610.5 (https://law.justia.com/codes/california/code-lab/division-4/part-2/chapter-2/article-

2/section-4610-5/)

The IMR Decision Is Binding

An independent physician reviews whether your treatment is medically necessary under the MTUS guidelines.
Critical: If the IMR reviewer agrees with your doctor, the insurance company must authorize and

pay for the treatment. The company cannot appeal or seek reconsideration of an IMR decision that
goes in your favor.

If the reviewer agrees with the insurance company's denial, you may still file an Application for Adjudication of
Claim with the Workers' Compensation Appeals Board.



Part 8: Required Notices — What the Insurance Company Must Tell You

Types of Required Notices

The insurance company must send you written notices at key points throughout your claim. Cal. Code Regs.
tit. 8, §§ 9812-9814 (https://www.dir.ca.gov/t8/9812.html) and the DWC Benefit Notice Instruction Manual
(https://www.dir.ca.gov/dwc/BenefitiNoticeManual/BenefitNoticeManual.pdf) set out the detailed requirements.

Required notices include:

e Within 14 days of the employer learning of your injury: A notice accepting your claim, denying it, or
explaining the delay

e Notices when temporary disability payments start, stop, or change
e Notices about permanent disability determinations
e Notices when your claim is closing

Every notice must explain your rights, tell you how to dispute a decision, and give you contact information for
the DWC Information and Assistance Unit. You can call this free service at 1-800-736-7401 at any time.

Language Accessibility

Notices must be written in clear, understandable language. If your primary language is not English, the
insurance company must provide notices in your language. The Workplace Know Your Rights Act, effective
January 1, 2026, requires employers to give annual written notice of workers' compensation rights in
languages normally used in the workplace. California Labor Commissioner — Workplace Know Your Rights
Act (https://www.dir.ca.gov/DIRNews/2026/2026-14 .html)

Important: If you do not speak English well, you have the right to receive notices and claim
information in your language. Ask your claims adjuster or contact the DWC Information and
Assistance Unit for help.

Part 9: Penalties When the Insurance Company Breaks the Rules

Penalties for Unreasonable Delay — Labor Code § 5814

When the insurance company unreasonably delays or refuses to pay your benefits, it must pay a penalty.
Under Cal. Lab. Code § 5814 (https://employeesfirstlaborlaw.com/labor-code-%C2%A75814-penalties-for-
unreasonable-delay-or-denial/), the penalty is 25% of the delayed benefit amount, up to $10,000.

The key word is "unreasonably." Not every delay triggers a penalty — only delays without a valid reason.
Examples of unreasonable delay include:

e Refusing to authorize clearly necessary treatment without a medical reason
e Failing to send benefit checks after deciding to pay
e Ignoring deadlines for no explained reason

Justia — Insurance Company Penalties Under Workers' Compensation (https://www.justia.com/workers-
compensation/insurance-company-penalties/)
Automatic Penalties for Late Temporary Disability Payments

Cal. Lab. Code § 4650(d) (https://www.dir.ca.gov/dwc/factsheets/factsheet_c.pdf) imposes an automatic 10%
penalty if temporary disability payments are not made within 14 days after the insurance company learns of
your injury and disability. Unlike the § 5814 penalty, this penalty does not require proof that the delay was
unreasonable — it applies automatically to late payments.

DWC Audit Penalties

The DWC regularly audits insurance company files. Violations found during audits result in penalties under
Cal. Code Regs. tit. 8, § 10111.2 (https://www.dir.ca.gov/t8/10111_2.html):

e Failure to provide claim forms on time: $100



Failure to accept or deny claims within 90 days: $100

Failure to authorize medical treatment within one working day: $100
Failure to pay benefits on time: $100-$400

Failure to follow UR procedures: $500-$1,000+

Serious or repeated violations: $5,000+ per claim file

Insurance companies with patterns of non-compliance may face suspension of their claims administration
authority or referral to the California Department of Insurance — Workers' Compensation Fraud Program
(https://www.insurance.ca.gov/0300-fraud/0100-fraud-division-overview/10-anti-fraud-prog/Workers-
Comp.cfm) for further action.

Part 10: Future Medical Care and Long-Term Obligations

Your Right to Lifetime Medical Care

Unlike temporary disability benefits (which end after 104 or 240 weeks), your right to medical care for a work
injury has no time limit. Cal. Lab. Code § 4600 (https://employeesfirstlaborlaw.com/labor-code-%C2%A74600-
right-to-medical-treatment-workers-comp/) requires the insurance company to pay for all reasonably
necessary medical treatment for the rest of your life.

This includes:

Ongoing pain management

Future surgeries for problems related to the original injury
Prosthetic device replacements and modifications
Prescription medications

Assistive care equipment

William Kropach — Future Medical Care in Workers' Compensation (https://williamkropach.com/future-medical-
care/)

Reopening a Closed Claim

Even after your claim is closed, you have limited rights to reopen it under Cal. Lab. Code § 5410
(https://www.invictuslawpc.com/resources/workers-comp-claim-filing-time-limits/). If your condition gets worse
or you develop new disability related to the original injury, you can file a claim for "new and further disability"
within five years of the original injury date.

Part 11: Settlements and Claim Closure

Compromise and Release Agreements

If you and the insurance company agree to settle your claim through a compromise and release agreement, a
workers' compensation judge must approve the settlement before it is final. The judge checks that the
settlement is fair based on your condition, prognosis, and the value of your future benefits. Koszdin —
California Workers' Comp Settlement Timeline Guide (https://koszdin.com/blog/2025/12/california-workers-
comp-settlement-timeline-guide/)

Important: The insurance company cannot pressure you into accepting a settlement amount. A
judge must review and approve the deal. If you do not have a lawyer, the judge pays extra attention
to make sure the settlement is fair.

Once a judge approves a settlement, the insurance company must pay within 30 days. Scher, Bassett &
Hames — 90-Day Rule for Workers' Comp (https://scherandbassett.com/what-is-the-90-day-rule-for-workers-
compensation-in-california/)

Part 12: Fair Dealing and Your Right to Good Faith Treatment



The Insurance Company Must Treat You Fairly

Cal. Code Regs. tit. 8, § 10109(e) (https://www.workinjuryhelp.com/insurance-companies-duty-investigate-
workers-comp-cases/) requires that insurance companies "deal fairly and in good faith with all claimants." This
means the company cannot:

Deliberately delay payments to pressure you into accepting a low settlement
Use biased doctors known to deny claims

Ignore benefits you are clearly owed

Deny treatment without a medical evaluation

Stop disability payments without proper medical evidence

The Continuing Duty to Investigate

The duty to investigate your claim does not end when the claim is accepted or denied. If the insurance
company later finds information showing you are owed additional benefits — such as permanent disability or
vocational rehabilitation — it must investigate further and authorize those benefits. The company cannot take
a narrow view of what it owes you.

Part 13: Key Steps to Protect Your Rights

If you are injured at work in California, take these steps to protect yourself:

1. Report your injury to your employer immediately, in writing if possible.
2. File your DWC-1 claim form as soon as your employer gives it to you. The 90-day clock starts when
you file this form.

3. Get medical treatment right away. The insurance company must authorize treatment within one
working day of receiving your claim form.

4. Keep copies of all documents, notices, and medical records related to your claim.
5. Track all deadlines. Mark 14 days and 90 days from when you filed your claim form.

6. Contact the DWC Information and Assistance Unit at 1-800-736-7401 if you have questions or believe
the insurance company is not following the law. This service is free.

7. Request IMR within 30 days if your treatment is denied through utilization review.

8. Consider hiring an attorney if your claim is denied, delayed, or involves serious injuries. Workers'
compensation attorneys in California typically work on a percentage of your award, so you do not pay
upfront.

California DWC — Workers' Compensation Guidebook for Injured Workers
(https://www.dir.ca.gov/injuredworkerguidebook/injuredworkerguidebook.pdf)
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Executive Summary

California workers' compensation insurance companies bear substantial legal responsibilities that directly
affect the welfare of injured workers and the compliance status of employers. These responsibilities
encompass multiple overlapping domains: investigation and claim administration, timely decision-making,
medical treatment authorization and payment, wage replacement benefit provision, adequate notice
requirements, and good faith conduct throughout the entire claims lifecycle. This report synthesizes California
Labor Code provisions, Division of Workers' Compensation (DWC) regulations, and established case law to
provide a comprehensive examination of what insurance companies must do-and what happens when they fail
to perform these duties. The analysis addresses both initial claim investigation periods and ongoing
obligations that extend years beyond the injury date, particularly regarding medical treatment and disability
determinations. Insurance companies operating in California must recognize that the workers' compensation
system, while protecting them from direct civil liability, imposes reciprocal obligations that are strictly
enforced through penalties, bad faith findings, and presumptions of compensability when deadlines are
missed.
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Statutory Framework and Regulatory Requirements
Constitutional Basis and Legislative Intent

California's workers' compensation system emerged from a grand bargain established more than a century
ago.[4] Under this foundational agreement, employees relinquished their right to sue employers for workplace
injuries regardless of employer negligence, while employers accepted the mandatory obligation to provide
workers' compensation benefits without regard to fault.[4] This exchange fundamentally shapes insurance
company obligations: because injured workers have ceded their tort remedies, the insurance company's duty to
provide benefits is absolute and cannot be conditioned on subjective assessments of causation in the manner
that traditional tort liability operates.
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The insurance company's role as the claims administrator-the entity responsible for investigating, accepting or
denying claims, and authorizing payments-carries this statutory obligation directly. California Labor Code
Section 3700 establishes the foundational requirement: all California employers must provide workers'
compensation benefits.[1][4] This requirement applies regardless of company size; even single-employee
businesses must maintain coverage.[4][32] When an employer satisfies this requirement through insurance,
the insurance company becomes the fiduciary responsible for administering benefits with the same certainty
that the employee paid the premium to secure.

Primary Statutory Authorities Governing Insurance Company Conduct

The Insurance Code and Labor Code establish parallel obligations that insurance companies must observe.
Insurance Code Section 1868 requires that all insurers "shall provide coverage for all workers in the
state."[32] This creates an affirmative insurance market obligation, not merely a defensive claims-handling
standard. Labor Code provisions impose the substantive requirements of what that coverage must encompass,
while the Division of Workers' Compensation and Workers' Compensation Appeals Board enforce these
requirements through audit procedures, penalty assessments, and appellate oversight.

Labor Code Section 5401 requires that within one working day of receiving notice or knowledge of an injury
resulting in lost time or medical treatment beyond first aid, the employer must provide the employee with a
DWC-1 claim form and a notice of potential eligibility for benefits (NOPE).[1][10] While the employer may
provide these forms, the insurance company-as claims administrator-typically controls the investigation
timeline. The insurance company receives notice of the injury either directly from the employer or through the
claim form submission, and from that moment forward, Labor Code Section 5402 imposes the critical 90-day
deadline discussed in detail below.

Division of Workers' Compensation Regulatory Authority

Title 8, California Code of Regulations, contains extensive regulations governing insurance company conduct.
These regulations are not merely aspirational guidelines; they carry the force of law and are enforced through
Department of Industrial Relations audits, penalty assessments, and appellate review by the Workers'
Compensation Appeals Board.[35][38] The DWC has issued comprehensive guidance through its Benefit
Notice Instruction Manual, policy memos, and administrative rules that specify exact timelines, form
requirements, and content standards for insurance company communications with injured workers.

The Division of Workers' Compensation maintains regulatory authority to approve utilization review (UR)
plans, audit insurance company claim files for compliance, assess penalties for violations, and revoke
approval of UR organizations that fail to comply with statutory standards.[46][48] This creates a
comprehensive oversight mechanism where insurers cannot unilaterally determine claims administration
procedures; all material decisions must either comply with existing regulations or be submitted to DWC for
approval.

Claim Investigation and Initial Determination Obligations
The Duty to Investigate in Good Faith

California Code of Regulations Section 10109(a) requires that "a claims administrator must conduct a
reasonable and timely investigation upon receiving notice or knowledge of an injury or claim for a workers'
compensation benefit."[35][38] This "duty to investigate" is not optional and does not terminate when the case
is accepted or denied. Courts have interpreted this provision as imposing a continuing obligation that persists
throughout the life of the claim, not merely during the initial determination period.[35]

The scope of this investigation duty is substantial. According to CCR Section 10109(b), "a reasonable
investigation must attempt to obtain the information needed to determine and timely provide each benefit, if
any, which may be due the employee."[35][38] Critically, the regulation specifically states: "The
administrator may not restrict its investigation to preparing objections or defenses to a claim, but must fully
and fairly gather the pertinent information, whether that information requires or excuses benefit
payment."[35][38] This language prevents insurance companies from conducting one-sided investigations
aimed solely at denying claims. Instead, insurers must investigate as if they intend to pay all appropriate
benefits, then determine liability based on complete information.
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The implications of this requirement are substantial and often misunderstood by claims administrators. An
insurance company cannot investigate only for contradictions in the employee's statements, only for causation
defenses, or only for preexisting condition issues. Instead, the insurer must investigate all material facts that
would affect any type of benefit-temporary disability, permanent disability, medical treatment, vocational
rehabilitation, death benefits, or supplemental job displacement benefits-regardless of whether the employee
has specifically claimed each benefit.[35] If an investigation reveals that a benefit is likely due that the
employee did not explicitly request, the insurer must investigate further and authorize that benefit.

Scope of Initial Investigation: Medical, Vocational, and Factual Elements

A thorough investigation in a workers' compensation claim encompasses medical evaluation, workplace
circumstances, causation evidence, and the employee's functional capacity. Insurance adjusters assigned to
cases must coordinate with multiple information sources: the injured employee themselves, supervisors and
coworkers present at the incident, treating physicians, medical records, employment history documentation,
workplace policies, and safety records.[2][2] If the injury is disputed, the investigation must include evidence
regarding the incident's timing, location, and relationship to employment activities.

Medical evaluations form the foundation of the investigation. The claims administrator or physician reviewer
must assess whether the reported injury is consistent with the job duties, whether the medical evidence
supports the stated injury mechanism, and whether the treating physician's opinions are supported by
appropriate clinical findings. The investigation should identify all potentially affected body systems, not just
the body part the employee initially reported as injured, because latent effects of traumatic injuries or
cumulative trauma conditions may not manifest immediately.[35]

Workplace investigation elements include verification that the injury occurred during work hours, within the
geographic scope of employment, and in the course of fulfilling job duties. For cumulative trauma injuries or
occupational diseases, investigators must determine when the employee first knew or reasonably should have
known that their condition was work-related, as this affects the date of injury calculation under Labor Code
Section 5412.[30][13] Documentation should include incident reports, safety records, exposure histories, job
descriptions, prior medical records for the same body area, and any witness statements regarding the incident
or the employee's condition immediately following the incident.

Timeline and Deadlines for the Initial Investigation

The investigation operates within a strictly defined timeline. Within 14 days after the employer's date of
knowledge of both the injury and the employee's inability or claimed inability to work because of the injury,
the insurance company must either accept the claim, deny the claim, or send a notice of delay explaining that
it needs additional time and when the determination will be made.[16][23][23][23] The 14-day requirement
applies to the issuance of notice to the employee; the claim determination itself may be made by the insurance
company's internal processes before notice is issued.

If the insurance company cannot make a determination within 14 days, it may delay for up to an additional 76
days, creating the 90-day total investigation period established by Labor Code Section 5402(b).[22][49][64]
During this 90-day window, the insurance company must conduct a reasonable investigation and reach a
determination to either accept or deny the injury claim. Failure to issue a decision by the end of day 90
triggers the presumption of compensability-the claim is legally deemed accepted regardless of whether the
insurance company believes it should be denied.[19][22][49][51][51][67]

The 90-day rule contains limited exceptions. The insurance company can only rebut the presumption of
compensability using evidence that "could not have been discovered" during the initial 90-day investigation
period.[49][51] Courts apply this exception strictly; ignorance of discoverable evidence does not qualify, and
the burden is on the insurance company to demonstrate both that evidence was newly discovered and that no
reasonable diligence would have uncovered it during the investigation period.[49][51][51]

Medical Treatment Authorization and Payment Requirements
Immediate Medical Treatment Authorization Obligation

One of the most critical insurance company responsibilities is the authorization of immediate medical
treatment. Labor Code Section 5402(c) provides that "within one working day after an employee files a claim
form under Section 5401, the employer shall authorize the provision of all treatment, consistent with Section
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5307.27 or the American College of Occupational and Environmental Medicine's Occupational Medicine
Practice Guidelines, for the alleged injury and shall continue to provide the treatment until the date that
liability for the claim is accepted or rejected."[1][6][23][9][34][23][66]

This language is critical: the insurance company must authorize medical treatment within one working day of
claim form receipt, even if it is still investigating whether the injury is work-related. The duty is not
conditioned on acceptance of the claim; authorization must occur "until the date that liability for the claim is
accepted or rejected."[1][34][66] This means medical treatment must be authorized regardless of the claim's
ultimate fate during the investigation period.

The scope of authorized treatment is "all treatment...for the alleged injury" that is consistent with evidence-
based medical guidelines.[1][23] The treatment must be "reasonably required to cure or relieve the injured
employee from the effects of the injury" under Labor Code Section 4600.[54] This includes not only initial
diagnostic evaluation but also surgical interventions, physical therapy, pain management, prescription
medications, durable medical equipment, prosthetic and orthotic devices, and mental health treatment if
related to the work injury.[3][6][14][33][54]

Cost Limitations During Investigation Period

A critical limitation on the treatment authorization obligation during the investigation period is the $10,000
cap. Labor Code Section 5402(c) provides that "until the date the claim is accepted or rejected, liability for
medical treatment shall be limited to ten thousand dollars ($10,000)."[1][6][23][9][34][23][26][66] This cap
applies only during the 90-day investigation period; once the claim is accepted, the limitation no longer
applies and the insurance company remains liable for all reasonably necessary medical treatment related to the
compensable injury without any dollar limit.[9][26][9]

The $10,000 limitation creates a practical imperative for insurance companies to make decisions promptly. If
the investigation period extends to 90 days and medical treatment during that period approaches the $10,000
cap, the company's liability increases by the time delay itself. Claims administrators often accelerate decisions
to manage this exposure; a claim that might otherwise warrant full investigation time may be accepted or
denied more quickly to control treatment costs.

Medical Treatment Guidelines: MTUS Standards

All medical treatment authorized by insurance companies must comply with the Medical Treatment
Utilization Schedule (MTUS) established under Labor Code Section 5307.27.[28][40][43][48][59] The MTUS
is a comprehensive set of evidence-based medical guidelines adopted by the Administrative Director of the
Division of Workers' Compensation.[43] These guidelines are presumed to be correct and to define what
constitutes "reasonable and necessary" medical treatment.[40][43][59]

The MTUS includes guidelines for treatment of specific body regions (cervical and thoracic spine, shoulders,
elbows, hands and wrists, low back, knees, ankles and feet, hips and groin), organ systems (eyes, occupational
asthma, mental health), and special topics (opioid prescribing, postoperative rehabilitation, chronic pain
management, traumatic brain injury, workplace mental health, and prevention).[43] The guidelines specify
appropriate initial treatment approaches, frequency of treatment sessions, duration of treatment, and when
surgical intervention is appropriate.[40][43]

For treatment requests that exceed MTUS recommendations, physicians must provide evidence that the
treatment is nevertheless medically necessary for that specific patient's condition. This might include clinical
documentation showing that standard treatment has been ineffective, unusual complicating factors, or
evidence-based literature supporting the extended treatment.[40] However, the MTUS provides the baseline;
treatment outside MTUS parameters requires explicit authorization and supporting medical justification.[43]

Prosthetic and Assistive Device Coverage

Labor Code Section 4600(a) explicitly includes "orthotic and prosthetic devices and services" as part of the
medical treatment that employers must provide.[54] This creates an affirmative obligation for insurance
companies to authorize and pay for prosthetic limbs, orthotic supports, wheelchairs, mobility aids, and other
assistive devices when a treating physician prescribes them as reasonably necessary to cure or relieve the
effects of the work injury.[14][17][39][54]
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Prosthetic devices present particular financial significance because they require replacement, modification,
and maintenance over the injured worker's lifetime. A worker who suffered an amputation at age 35 may
require multiple prosthetics replacements over 50+ years of life expectancy. The insurance company's
obligation extends to all medically necessary prosthetics for that entire period, not merely initial devices. The
medical documentation must establish medical necessity, functional benefit, and the specific device's
appropriateness for the individual worker's condition, mobility goals, and residual limb
characteristics.[25][39][54]

Insurance companies frequently dispute prosthetic coverage, arguing that devices are not "medically
necessary" or that less expensive alternatives are available. However, the treating physician's prescription,
combined with evidence that the prescribed device meets the patient's functional goals, generally satisfies the
medical necessity standard. Disagreements over prosthetic necessity trigger Independent Medical Review
procedures discussed below.[25][39]

Wage Replacement and Disability Benefit Obligations
Temporary Total Disability: Calculation and Duration

When an injured worker cannot perform their usual work due to a work-related injury, temporary total
disability (TTD) benefits must be paid at two-thirds of the worker's average weekly wage, subject to statutory
minimum and maximum rates.[8][26][12][45][26][26] As of 2025-2026, the maximum weekly TTD benefit is
approximately $1,619.15, adjusted annually for inflation.[12][55]

TTD benefits begin when the treating physician determines that the employee cannot work in their usual
capacity for more than three days, or when the employee is hospitalized overnight due to the
injury.[8][26][26][26] The waiting period is the first three days of lost work time unless the employee is
hospitalized or the disability continues beyond 14 days, in which case TTD is payable from the date of
disability.[8][26]

The duration of TTD benefits is strictly limited. For injuries occurring after January 1, 2008 (which
encompasses virtually all current claims), TTD may not exceed 104 weeks within a five-year period from the
date of injury.[8][12][26][12][42][26][26] For certain catastrophic injuries-including severe burns,
amputations, chronic lung disease, and post-surgical complications-TTD may extend up to 240 weeks within
the five-year period, but this extension requires medical evidence establishing that the injury falls within the
statutory exceptions.[26][12][42][45][26]

Insurance companies must pay TTD at regular intervals, typically biweekly, and must continue payments until
the treating physician releases the worker for work, the worker returns to work, or the injury reaches
maximum medical improvement (MMI) and permanent and stationary (P&S) status.[8][26][26] If the treating
physician's determination regarding TTD status is disputed, the insurance company may not unilaterally stop
payments without either a Qualified Medical Evaluator determination or an order from the Workers'
Compensation Appeals Board.[9]

Temporary Partial Disability: Modified Work Scenarios

If the injured worker can perform some work but at reduced capacity or reduced wages, temporary partial
disability (TPD) benefits apply instead of TTD.[8][26][26][26] TPD is calculated as two-thirds of the
difference between the worker's pre-injury average weekly wage and the wages earned while performing the
modified work.[8][26][26]

For example, if a worker earned $1,200 per week pre-injury and is earning $600 per week in modified work,
the TTD base is $600 ($1,200 minus $600). Two-thirds of that figure, or approximately $400, constitutes the
weekly TPD benefit. Insurance companies must coordinate with employers to ensure that modified work
arrangements meet the restrictions documented by the treating physician, as work exceeding those restrictions
may constitute a violation of the claim.[9][66]

Permanent Disability: Rating and Ongoing Benefits

Once an injured worker reaches maximum medical improvement and permanent and stationary status, the
claim transitions to permanent disability (PD) benefits. PD benefits are calculated based on the employee's
permanent disability rating, which quantifies the degree of permanent impairment using the American
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Medical Association Guides, Fifth Edition, combined with the employee's age, occupation, and future earning
capacity.[55][59]

Unlike TTD, which terminates at a fixed point (104 or 240 weeks), PD benefits continue based on the rating
percentage. For ratings less than 100%, PD is paid for a specific number of weeks determined by the rating
percentage, typically ranging from a few weeks for minor impairments to several years for significant
disabilities.[55] For workers rated at 100% permanent total disability (PTD), the insurance company must pay
disability benefits for the worker's lifetime, constituting one of the most significant long-term obligations
insurers face.[55][55]

The insurance company's responsibility for determining when MMI/P&S status is reached is critical because
this transition point determines when TTD ends and PD begins. The company must obtain sufficient medical
evidence-typically through a Qualified Medical Evaluator report or treating physician opinion-to establish that
the worker's condition has stabilized and no further significant improvement is expected with continued
treatment.[9][59]

Notice, Communication, and Information-Sharing Requirements
Statutory Notice Requirements and Timing

Insurance companies must provide multiple mandatory notices to injured workers throughout the life of the
claim. Title 8, California Code of Regulations Sections 9812 through 9814 establish detailed requirements for
benefit notices, and the DWC has issued a comprehensive Benefit Notice Instruction Manual specifying form,
content, and timing requirements.[52][52]

Within 14 days after the employer's date of knowledge of injury and disability, the insurance company must
send one of three notices: (1) a notice accepting the claim and stating that benefits will begin; (2) a notice
denying the claim; or (3) a notice of delay explaining that liability cannot be determined within 14 days, the
reasons for delay, what additional information is needed, and when a determination will be
made.[23][23][52][23][52] Subsequent delay notices must be issued every time the original determination date
passes without a final decision.[23][52][52]

Additional notices are required when: temporary disability payments will start or resume, temporary disability
will end, permanent disability is being determined, permanent disability payments will start, permanent
disability ratings change, the claim is closing without permanent disability, or the claim is being closed with
permanent disability.[52][52] Each notice must explain the employee's rights, refer the employee to the DWC
Guidebook for Injured Workers, provide contact information for the Information and Assistance Unit, and
instruct the employee on how to dispute the determination or request further evaluation.[52][23][52]

Notice Content Requirements and Accessibility

All notices must be written in clear, understandable language accessible to injured workers who may lack
legal or medical training.[10] Notices must include the employee's weekly compensation rate (for benefit
notices), the basis for accepting or denying the claim (with explanations that address the specific medical and
factual issues), and information about how to request independent medical evaluation if the determination is
medically based.[9][23][52][23][52]

For unrepresented employees (those without attorneys), notices denying medical treatment must include
information about how to request Independent Medical Review (IMR) of the utilization review
denial.[21][24][9] For notices denying permanent disability, notices must include information about how to
request a Qualified Medical Evaluator panel for a second opinion.[9][23][52][23]

Language accessibility is not optional. Insurance companies must ensure that notices are provided in
languages other than English when the injured worker's primary language is not English, consistent with the
Workplace Know Your Rights Act requirements requiring annual notices in languages normally used in the
workplace.[15] Bilingual notice availability is particularly important in Northern California, where many
injured workers speak Spanish, Vietnamese, Tagalog, and other languages.[15]

Information and Assistance Requirements
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Insurance companies must also be responsive to information requests from injured workers. All notices must
provide a name and telephone number of the claims adjuster handling the file, the claims administrator's
address, and contact information for the DWC's Information and Assistance Unit (which is free to workers
and can assist in understanding their rights).[52][52] Workers may contact the I&A Unit at 1-800-736-7401
for explanation of benefits and procedures at any time without needing a reason.[6][9]

Timely Decision-Making and the 90-Day Rule
The 90-Day Deadline: Mechanism and Presumption

California Labor Code Section 5402(b) establishes the most critical deadline in workers' compensation: "If
liability is not rejected within 90 days after the date the claim form is filed under Section 5401, the injury shall
be presumed compensable under this division."[1][19][22][34][49][51][51][64][67] This provision creates an
automatic legal presumption that flips the burden of proof entirely if the insurance company misses the
deadline.

The mechanism operates as follows: When an employee files a DWC-1 claim form with their employer, the
employer has one working day to forward it to the insurance company.[1][34] The 90-day clock starts running
from the date the insurance company receives the claim form (or from the date it had knowledge of the injury,
whichever is earlier).[49][49] For precisely 90 calendar days, the insurance company can investigate and
make a determination to accept or deny. At the end of day 90, if no denial decision has been issued, the claim
is presumed accepted as a matter of law.[19][22][49][51][51][49][67]

This presumption is powerful and difficult to overcome. Even if the insurance company would have been
justified in denying the claim based on evidence available during the 90-day period, a missed deadline results
in automatic acceptance.[22][49][51] The insurance company cannot defend a 90-day violation by arguing
that the claim was meritless or that new evidence later discovered would have supported denial.[49][51]

Exceptions to the 90-Day Presumption: New Evidence Standard

The only exception to the 90-day presumption is "new evidence discovered subsequent to the 90-day
period."[49][51] New evidence must meet three strict criteria: (1) the evidence must be material to whether
the claim is compensable; (2) the evidence must not have been known to the insurance company during the
90-day period; and (3) the evidence must not have been previously discoverable through reasonable
diligence.[49][51]

Courts interpret this exception narrowly. Ignorance of material evidence is not a valid excuse; if a reasonable
investigation would have discovered the evidence during the initial 90 days, it does not qualify as "new" even
if the insurance company failed to conduct adequate investigation.[49][51] For example, if a medical report
contradicting the employee's claim would have been available within 90 days but the insurance company
simply did not order it, that report is not "new evidence" for exception purposes once obtained after 90 days.

This standard places tremendous pressure on insurance companies to investigate thoroughly and make
decisions promptly. The realistic approach for many claims is to make a decision within the 14-day or 45-day
marks rather than extending to day 89, because each additional day of delay increases the risk that the
deadline will be missed by inadvertence.

Date of Knowledge and Triggering of the 90-Day Period

Determining when the 90-day period begins requires careful attention to "date of knowledge" under Labor
Code Section 5402(a).[34] The regulation states that "knowledge of injury" occurs when the employer has
knowledge "sufficient to afford an opportunity for the employer to make an investigation into the
facts."[34][49][49] This is an objective standard based on what information the employer actually possessed,
not on what it should have known.[49][49]

For injuries reported by the employee, date of knowledge is typically the date the employee tells the employer
or a supervisor about the injury. For injuries discovered by the employer (such as an employee found injured
at a workstation with no prior notice), date of knowledge is the discovery date. For cumulative trauma
injuries, date of knowledge is the date when the employee knew or reasonably should have known that their
condition was work-related.[30][13][34]
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An important issue arises when notice comes through a lawyer rather than directly from the employee. If the
first notice to the employer comes from an injured worker's attorney (rather than from the employee or
employer representative), the 90-day period begins when the employer receives the attorney's notice
letter.[49][49] This sometimes creates strategic considerations in claim handling: delay in receiving notice
from employee representatives can shift when the 90-day period begins.

Utilization Review Procedures and Medical Necessity Standards
Mandatory Utilization Review Plans

All insurance companies (and third-party administrators acting as claims administrators) must maintain a
Utilization Review (UR) program.[1][4][48][59] Labor Code Section 4610 and Title 8 CCR Sections 9792.6
through 9792.15 establish comprehensive requirements for UR operations. Insurance companies cannot
modify, deny, or delay medical treatment requests without subjecting those requests to UR first-with limited
exceptions for emergency care or situations where medical necessity is obvious.[21][24][46]

The UR program is the mechanism by which insurance companies evaluate whether treatment
recommendations by treating physicians are "medically necessary" under the MTUS guidelines. A UR
decision to deny, modify, or delay treatment must be based on the MTUS and supported by a medical
rationale explaining why the proposed treatment does not meet the medical necessity standard.[21][24][46]
Importantly, only licensed physicians can make UR decisions that deny or modify treatment based on medical
necessity.[21][24][46]

UR Timelines and Decision Requirements

The timeline for UR decisions varies based on urgency. For routine (non-expedited) treatment requests, the
UR organization must make a decision and communicate it to the treating physician within five business days
of receiving a complete request for authorization.[21][46] For concurrent review (decisions made while or
immediately before treatment is provided), the decision must be communicated within 24 hours, followed by
written notice within two business days.[21][46]

For expedited reviews (when the patient's clinical condition suggests that delay would be medically harmful),
decisions must be made and communicated within 72 hours.[21][46] Examples of conditions requiring
expedited review include post-operative care immediately following surgery, severe pain, loss of mobility, or
other conditions presenting imminent threats to health.[21]

If the UR organization determines that it cannot make a decision because additional information is needed
(such as missing medical records, imaging, or consultation reports), it must request that information from the
treating physician and provide a deadline for submission. If the requested information is not provided within
the specified timeframe, the UR organization may deny the request as incomplete-but the treating physician
has an opportunity to resubmit with complete documentation.[21][46]

UR Decision Content and Physician Reviewer Standards

All UR decisions that deny or modify treatment must provide written explanation including: the date the
request was received, description of the requested treatment, the clinical basis for the UR organization's
decision, the name and specialty of the reviewing physician, contact information for the reviewer, and
information about how to request Independent Medical Review if the employee or treating physician disagrees
with the UR decision.[21][24]

The reviewing physician must have appropriate credentials. Physicians reviewing UR decisions cannot be
selected, employed, or compensated in a way that creates financial incentive to deny treatment.[21][46] The
MTUS regulations specify that in-house UR physicians (physicians employed by the UR organization or
insurance company) must not handle UR denials; instead, denials must be reviewed by external, independent
physicians without conflicts of interest.[21][46]

As of April 1, 2026, new UR regulations took effect requiring that UR organizations modifying or denying
treatment obtain URAC Workers' Compensation Utilization Management accreditation.[46] UR plans that fail
to obtain this accreditation or that violate UR procedures face monetary penalties, potential suspension, and
revocation of approval.[46]
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Independent Medical Review and Dispute Resolution
IMR as Successor to Court Litigation

When an insurance company's utilization review decision denies or modifies treatment recommended by the
treating physician, and the employee disagrees with the denial, California law provides an administrative
remedy: Independent Medical Review (IMR).[21][24][63] As of July 1, 2013, IMR replaced the prior
approach of litigating medical treatment disputes before the Workers' Compensation Appeals Board. IMR is
substantially faster, less expensive, and more efficient than litigation.

An eligible party-the injured employee, treating physician, or (under certain circumstances) the medical
provider-may request IMR within 30 days of receiving the UR denial decision.[21][63] For drug coverage
denials, the deadline is 10 days.[21][46] The request must include a copy of the UR denial letter and a
completed DWC IMR-1 form.[63]

IMR Process and Decision Timeline

Once the Administrative Director or the IMR organization receives a request, it determines whether the
dispute is eligible for IMR. Eligibility generally requires that liability has been accepted or that the case is
within the first 90 days (for claims under investigation) and within the $10,000 treatment authorization
cap.[21][63] If eligible, the IMR organization assigns the case to an independent physician reviewer and sends
notice to all parties that the case has been assigned for review.[63]

For regular IMR reviews, the claims administrator must provide all required medical records to the
independent medical review organization within 15 calendar days of the assignment notice.[63] For expedited
reviews (for conditions requiring urgent treatment), records must be provided within 24 hours.[63] The
independent reviewer then evaluates whether the treating physician's recommended treatment is medically
necessary under the MTUS and applicable treatment guidelines.[21][63]

The independent reviewer's decision is binding on the insurance company-the company cannot appeal or seek
reconsideration.[21][63] If the IMR reviewer agrees with the treating physician that treatment is medically
necessary, the insurance company must authorize and pay for the treatment. If the reviewer agrees with the
UR decision that treatment is not medically necessary, the treatment remains denied, but the employee may
still pursue other remedies such as filing an Application for Adjudication of Claim with the Workers'
Compensation Appeals Board.[21][63]

Penalties, Bad Faith, and Remedies for Non-Compliance
Unreasonable Delay Penalties Under Labor Code Section 5814

When insurance companies unreasonably delay or refuse to pay workers' compensation benefits-whether
medical treatment, temporary disability, permanent disability, or other benefits-they become liable for
penalties under Labor Code Section 5814.[16][41][60] The statute provides that "when payment of
compensation has been unreasonably delayed or refused, either prior to or subsequent to the issuance of an
award, the full amount of the order, decision, or award shall be increased by 25 percent or up to ten thousand
dollars ($10,000), whichever is less."[60]

The key word is "unreasonably." Not all delays trigger penalties; only delays that lack reasonable justification
for the postponement result in penalty liability.[41][60] A medical provider's failure to timely submit bills, a
treating physician's delay in providing requested medical information, or a workers' compensation judge's
delay in issuing a decision would not trigger insurer penalties. However, an insurance company's unexplained
failure to authorize clearly medically necessary treatment, or unexplained delays in issuing benefit checks
after a decision to pay, would likely trigger penalties.[41][60]

Insurance companies can mitigate penalty exposure by issuing a self-imposed penalty. Under Labor Code
Section 5814(b), if the insurance company discovers that it has unreasonably delayed payment, it may impose
a 10% penalty or $2,500 (whichever is less) on the delayed amount within 90 days of discovering the violation
and before the employee files a petition for penalty.[60] If the Workers' Compensation Appeals Board
approves the self-imposed penalty, no additional penalty liability is assessed.[41][60]

Automatic Penalties for Late Temporary Disability Payments (Labor Code 4650(d))
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In addition to the discretionary Section5814 penalties, Labor Code Section 4650(d) imposes automatic
penalties for late payment of temporary disability benefits. If temporary disability payments are not made
within 14 days after the insurance company's knowledge of injury and disability, a 10% automatic penalty
accrues unless the claim status is delayed or disputed.[16][41][47][60]

This automatic penalty provision operates differently from Section5814: it does not require proof of
"unreasonableness," only that payment was late.[16][41][60] The penalty is calculated as 10% of the delayed
payment amount (or $2,500, whichever is less) and is added to the benefit payment. This creates strong
financial incentive for insurance companies to meet the 14-day threshold for temporary disability
determinations.[16]

Bad Faith and Regulatory Audit Penalties

Beyond statutory penalties, insurance companies face regulatory penalties through the DWC's audit process.
The DWC conducts regular audits of insurance company claim files to assess compliance with statutory
deadlines, notice requirements, investigation standards, and other obligations.[35][38][59] Violations
identified in audits result in monetary penalties under the penalty assessment schedule specified in Title 8
CCR Section 10111.2.[16]

The audit penalty schedule provides specific penalty amounts for common violations: failure to provide claim
forms timely ($100), failure to accept or deny claims within 90 days ($100), failure to authorize medical
treatment within one working day ($100 per violation), failure to serve required notices ($100), failure to pay
benefits within required timeframes ($100-$400 depending on how late), failure to conduct required
investigation ($100 per instance), and failure to follow utilization review procedures ($500-$1,000+).[16] For
egregious violations or patterns of non-compliance, penalties can reach $5,000+ per claim file.[16]

Insurance companies with patterns of non-compliance may face probation, suspension of claims
administration authority, or referral to the Department of Insurance for further enforcement action.[46] In
severe cases where conduct rises to the level of fraud or blatant disregard for statutory requirements, District
Attorneys' offices have prosecuted insurance company officers and adjusters under workers' compensation
fraud statutes.[5]

Future Medical Care and Long-Term Obligations
Unlimited Duration of Medical Care Obligation

Unlike temporary disability benefits, which terminate after 104 weeks (240 weeks for catastrophic injuries),
the insurance company's obligation to provide medical care for work-related injuries has no time
limit.[6][26][42][50][54][55] Labor Code Section 4600 provides that employers must provide "medical,
surgical, chiropractic, acupuncture, and hospital treatment, including nursing, medicines, medical and surgical
supplies, crutches, and apparatuses, including orthotic and prosthetic devices and services, that is reasonably
required to cure or relieve the injured worker from the effects of their injury."[54]

This unlimited obligation extends throughout the injured worker's lifetime. An employee injured at age 30
who becomes permanently and totally disabled must be provided medical care-potentially including
hospitalization, attendant care, medications, pain management, and ongoing surgical interventions-until their
death, potentially 50+ years later. Insurance companies must estimate and reserve funding for these lifetime
medical costs when they approve permanent total disability status.[53]

Maximum Medical Improvement and Future Medical Determination

A critical determination point for future medical obligation occurs when the injured worker reaches maximum
medical improvement (MMI), also called permanent and stationary (P&S) status. At this point, the claim
transitions from acute treatment phase to long-term medical management phase. The insurance company must
obtain a medical determination of whether future medical care will be necessary for the permanent
condition.[9][10][50]

This determination requires evaluation of whether the worker has reached a point where no further significant
improvement is expected with continued treatment. Once MMI is established, the insurance company must
determine whether future medical care is medically necessary for the permanent condition or whether the
condition is now stable and requires only symptom management without ongoing active treatment.
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If future medical care is determined to be necessary, the insurance company remains obligated to authorize
and pay for that care indefinitely. Examples include: ongoing pain management for chronic conditions, future
surgeries for recurrent problems related to the original injury, prosthetic device replacements and
modifications, orthotic supports, therapeutic modalities, and assistive care equipment.[S0][55] The insurer
cannot unilaterally limit future care to a certain time period or number of visits once the need for future care is
established.

Life Expectancy and Lifetime Benefit Calculations

For permanent total disability claims, insurance companies must calculate the cost of lifetime benefits using
the worker's life expectancy according to the most recent U.S. Life Expectancy Tables published by the
Centers for Disease Control and Prevention.[53] These calculations inform reserve amounts and potential
settlement values. A 40-year-old permanently totally disabled worker with a life expectancy of 45 additional
years of life will have a substantially larger lifetime medical and disability benefit obligation than a 60-year-
old worker with 20 additional years of life expectancy, even with identical disability ratings and wage
replacement needs.

Settlements of permanent total disability claims must account for the present value of all future benefits-wage
replacement and medical care-over the worker's estimated lifespan. Structured settlements or annuities are
often used to manage these long-term obligations, and insurance companies frequently involve Medicare Set-
Aside (MSA) specialists to address Medicare's subrogation rights and coordination of benefits
issues.[53][55][55]

Claims Administration Standards and Fair Dealing Requirements
Good Faith Duty to Deal Fairly with All Claimants

California Code of Regulations Section 10109(e) provides that "Insurers, self-insured employers and third-
party administrators shall deal fairly and in good faith with all claimants."[38] This requirement extends
beyond the claims administrator's duty to the employee-it includes fair dealing with employers, medical
providers, and dependents in death claims.[38] Fair dealing means that the insurance company cannot use
delay tactics, spurious denials, hidden investigation findings, or strategic withholding of information to reduce
its liability.

The duty operates as a constraint on discretion. Even when the insurance company has legitimate grounds for
dispute on some issues, it cannot take advantage of an injured worker's vulnerability or lack of legal
sophistication to minimize benefits. Claims administrators must explain denials clearly, must communicate

with workers about claim status, and must provide medical documentation when disputes are based on
medical findings.[38][47]

Fair dealing principles have prevented insurance companies from tactics such as: (1) deliberately delaying
benefit payments to pressure workers into accepting inadequate settlements; (2) assigning IME doctors known
to be biased against approving claims; (3) failing to investigate obvious benefits that would be due if
investigation were conducted; (4) denying treatment requests without medical evaluation; or (5) making
unilateral changes to disability status without obtaining appropriate medical evaluation.[38][41][47][60]

Investigation Duty as Continuing Obligation

The duty to investigate does not terminate when a claim is accepted or denied.[35][38] If the insurance
company later discovers information suggesting that additional benefits are due (such as evidence that the
worker is entitled to vocational rehabilitation, additional permanent disability, or other benefits not previously
claimed), the company must investigate and authorize those benefits if they are warranted by the
evidence.[35][38]

This continuing duty prevents claims administrators from taking a limited view of their obligations. For
example, if a claim is accepted as a non-disability medical-only case but medical evidence later emerges
showing the worker has permanent impairment, the company must obtain a disability rating and pay
permanent disability benefits even if the worker has not requested them.[35][38] Similarly, if medical records
suggest the worker may qualify for vocational rehabilitation, the company must investigate that possibility and
provide notice of vocational rehabilitation eligibility within required timeframes.[38]
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Special Provisions for Catastrophic Injuries and Prosthetic Devices
Prosthetic Coverage Mandates

California law contains special provisions addressing prosthetic and orthotic device coverage that reflect the
extraordinary importance of these devices for injured workers with catastrophic injuries. Labor Code Section
4600(a) explicitly mandates that employers provide "orthotic and prosthetic devices and services" as part of
medical treatment.[54] The statute does not limit prosthetics to initial devices; it contemplates ongoing
coverage for replacements and modifications as the worker's needs change.[54]

Prosthetic devices require periodic replacement due to normal wear, body changes (such as residual limb
volume changes in amputations), advances in prosthetic technology, and modifications to accommodate
changing functional needs or work requirements. An amputee may require a basic prosthesis for initial
rehabilitation, a more sophisticated prosthesis for work or sports activities, and additional devices for specific
purposes. The insurance company's obligation extends to all medically necessary devices.[14][39][54]

Medical necessity for prosthetics is established through the treating physician's prescription combined with
clinical evidence showing that the prescribed device will meet the patient's functional goals or restore abilities
lost due to the injury. Generic prosthetics are rarely appropriate; most workers benefit from custom-fabricated
devices matched to their specific needs and residual anatomy.[14][25][39]

Amputations and Catastrophic Injury Considerations

Amputations and other catastrophic injuries trigger multiple special considerations for insurance companies.
First, temporary disability benefits extend to 240 weeks (rather than the standard 104 weeks) for amputations
and other severe injuries.[26][12][42][45][26] Second, permanent total disability is presumed or conclusively
presumed in certain amputation cases (loss of both hands or both arms or both legs, for example).[55][55]

Third, the lifetime medical care obligation for amputees is particularly substantial because prosthetic
maintenance, replacement, modification, pain management, phantom limb syndrome treatment, and
complications of the residual limb extend indefinitely. Insurance companies must not resist reasonable
prosthetic requests on the basis of cost; the long-term obligation is substantial regardless of short-term
prosthetic expenses.[14][39]

Settlement and Claim Closure Procedures
Compromise and Release Requirements

When an insurance company and injured worker agree to settle a claim through a compromise and release
agreement, the settlement must be approved by a workers' compensation judge before it becomes final.[7][20]
The judge's role is to ensure the settlement is fair and adequate in light of the worker's condition, prognosis,
potential future benefits, and the present value of the case.[7][20]

The insurer cannot unilaterally decide that a claim should settle at a particular amount. Instead, the insurance
company and worker (often represented by counsel) negotiate settlement terms, and then submit the
compromise and release agreement, along with supporting documentation, to the judges for approval.[7][20]
Judges review these agreements to ensure they account for all appropriate benefits and that workers are not
being disadvantaged by unfamiliarity with legal procedures or valuation standards.[7][20]

Once a judge approves a settlement, payment must be made within 30 days absent unusual
circumstances.[7][20] The insurance company's responsibility continues even after settlement to ensure that
all terms of the settlement agreement are performed-including structured payments, Medicare Set-Aside
funding, and annuity arrangements if those are part of the settlement.[7][20]

Reopening Rights and Statute of Limitations

Even after a claim is closed, workers retain limited rights to reopen claims under California Labor Code
Section 5410.[26][30] Workers can reopen "new and further disability" claims within five years of the original
injury date if their condition worsens or new disability develops that was not previously anticipated.[26][30]
Insurance companies must evaluate reopening requests and either accept reopened claims or deny them based
on evidence that the claimed disability is not related to the original injury.[26][30]
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Regional Considerations and Northern California Implementation
San Francisco Immigration Court Considerations

While this analysis has focused on statewide workers' compensation obligations, Northern California
implementation involves regional variations worth noting. The San Francisco Bay Area, including the
counties served by immigration courts at 100 Montgomery Street and other locations, has distinct
characteristics affecting workers' compensation practice: a large percentage of immigrants and workers with
language needs, tech industry employment with different injury patterns than traditional blue-collar work, and
specific compliance expectations from local DWC district offices.[15]

The Workplace Know Your Rights Act, effective January 1, 2026, requires employers to provide annual
written notice to workers explaining their workers' compensation rights in languages ordinarily used in the
workplace.[15] Insurance companies supporting employers in compliance with this requirement should ensure
that accident reports, claim forms, and benefit notices are provided in relevant languages, particularly Spanish
in California's Central Valley and Bay Area regions.[15]

DWC District Office Relationships and Compliance Standards

Insurance companies in Northern California should maintain communication with the San Francisco Division
of Workers' Compensation district office to understand local compliance expectations, audit procedures, and
any region-specific guidance regarding emerging issues. The DWC conducts regular audits of insurance
company files, and local offices have specialized focus areas based on regional injury patterns and compliance
problems.[59]

Conclusion and Risk Assessment for Insurers
Summary of Comprehensive Obligation Framework

California's workers' compensation insurance company responsibilities constitute a complex, multi-faceted
framework that extends far beyond traditional claims-handling functions. These responsibilities include: (1)
conducting reasonable investigations within strict timeframes; (2) authorizing medical treatment immediately
regardless of claim determination; (3) making timely determinations within the 90-day period or facing
automatic liability presumption; (4) paying wage replacement benefits at statutory rates; (5) maintaining fair
dealing and good faith throughout the claims lifecycle; (6) following prescribed procedures for medical
treatment authorization and dispute resolution; (7) providing required notices in accessible language and
format; (8) investigating for all potential benefits, not merely the claimed benefits; and (9) maintaining
obligation for unlimited duration medical care for compensable injuries.

Failure to perform these obligations triggers comprehensive penalty regimes: statutory penalties under
Section5814 (25% or $10,000), automatic penalties under Section4650(d) for late temporary disability
payments, DWC audit penalties ranging from $100-$5,000+, bad faith findings, presumptions of
compensability, and potential disciplinary action against the insurance company's claims administrator
authority.[16][41][60]

The 90-day rule deserves particular emphasis as the single most important deadline. Missing the 90-day
deadline does not merely result in penalty liability-it results in automatic legal acceptance of the claim
regardless of the claim's actual merits. This automatic presumption can only be overcome through evidence
that could not have been discovered during the 90-day investigation period, placing massive burden on
insurers to investigate promptly and thoroughly from the claim's inception.[22][49][51][51]

Recommendations for Insurance Company Compliance

Insurance companies operating in California should implement systematic compliance procedures that address
the following: (1) establish protocols ensuring that all claims are tracked for 90-day decision deadlines with
automated alerts at day 70, 80, and 85 to ensure timely issuance of denial or acceptance decisions; (2)
authorize medical treatment within one working day of claim form receipt without awaiting liability
determination; (3) maintain UR procedures that comply with MTUS standards and include appropriate
physician reviewers; (4) ensure that all notices to injured workers are written in clear language, include
required information, and are provided in workers' primary languages when appropriate; (5) conduct thorough
investigations within the investigation period, obtaining all material evidence that would reasonably be
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discoverable; (6) investigate for all potential benefits, not merely contested issues; (7) establish regular quality
assurance reviews of claims handling procedures; and (8) implement training programs ensuring that adjusters
understand their statutory obligations and the consequences of non-compliance.

The workers' compensation system, while protecting employers and insurers from direct civil liability for
injuries, imposes in exchange strict, non-negotiable obligations that failure to perform results in substantial
penalty exposure. Insurance companies that treat these obligations as mandatory legal requirements rather
than optional administrative procedures significantly reduce their liability exposure and serve injured workers
more effectively in the process.
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