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As I have reported in previous 
articles, Indiana’s workers 
compensation system was in 
need of legislation designed to 
bring medical costs under control. 
This year, the Indiana General 
Assembly passed House Enrolled 
Act 1153 to achieve that 
goal. The purpose 
of this article is 
to outline the 
public policy 

rationale behind the legislation and to 
describe how the new law will impact the 
manufacturing industry.

Before discussing HEA 1153, it is 
important to understand the medical cost-
control aspects of worker’s compensation 
laws as they existed prior to the passage of HEA 
1153. In 2014, a new law took effect that reads 
as follows: the (financial) liability of an employer or 
an employer’s insurance carrier for a specific service 
or product covered under worker’s compensation and 
provided by a “medical service facility” is equal to a 
reasonable amount, which is established by 
payment of one of the following: (1) 
The amount negotiated at any time 
between the medical service facility 
and the employer or the employer’s 
insurance carrier, or (2) Two hundred 
percent (200%) of the amount that would 
be paid to the “medical service facility” on 
the same date for the same service or product 
under the medical service facility’s Medicare 
reimbursement rate, if an amount has not been 
negotiated. The term “medical service facility” is a 
defined term for purposes of worker’s compensation statutes and 
was, at that time, limited to traditional hospitals in Indiana.

The legislature’s intent in 2014 was to cap unnegotiated 
hospital care prices within the worker’s compensation system at 
200% of Medicare reimbursement rates. The results were positive 
initially, with average payments to hospitals dropping nearly 50% 
over the five years between 2014 and 2019. However, hospitals 
have found a couple of workarounds. They now routinely negotiate 

prices above 200% of Medicare, and treat that number as a 
baseline for negotiations rather than a cap. Also beginning 
in 2014, care for injured workers began to be directed 
to ambulatory surgical centers (ASCs). It is unclear how 
many ASCs are owned by major hospital systems and how 
many are independently owned; what is clear, however, is 

that in the last measurable year, medical costs in Indiana 
rose nearly 14%. The Workers Compensation Research 
Institute reported that the primary driver of this rise in 
costs is payments to ASCs.

The IMA’s objective during the 2022 Legislative 
Session was to bring ASCs within the definition of 
a “medical service facility” for the purposes of the 
worker’s compensation statutes, so that services 
provided at ASCs would be priced near 200% of 
Medicare reimbursement and bring costs down. 

HEA 1153 contains that language. HEA 1153 also 
provides for the increase of benefits for injuries and 
disablements for injured workers by 3% each year for 

each of the next four years, beginning on July 1, 2023.
HEA 1153’s author, Rep. Matt Lehman (R – Berne) 

told stakeholders that the policy goal of the legislation 
is to strike a fair balance between supporting injured 
workers and controlling medical costs for employers on 

the other side of the equation. The IMA believes that HEA 
1153 does just that. HEA 1153 was signed by Governor 

Holcomb and takes effect on July 1, 2022. We thank Rep. 
Lehman – and the other legislators who worked on this issue 

– for their willingness to work with the IMA and pass a worker’s 
compensation bill that will positively impact the manufacturing 
industry in the years to come.
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