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CALIFORNIA WORKERS' COMPENSATION: 
PERMANENT DISABILITY SETTLEMENT GUIDE 
If you were hurt at work in California and your doctor says your condition will not get better, you may be ready 
to settle your permanent disability claim. This guide explains your two main settlement options, how the 
process works, what a judge looks for when approving your settlement, and how to protect your rights. 
Workers' compensation benefits are available to all injured workers in California regardless of immigration 
status. 

Important: The choice between the two types of settlement carries permanent consequences for 
your future medical care and your right to reopen your claim. Read this guide carefully and talk to 
an attorney before you sign anything. 

--- 

Part 1: The Law Behind Workers' Compensation Settlements 
This section explains the California laws that control how settlements work and why a judge must approve 
every agreement. 

Your Right to Settle 

California law gives you the right to settle your workers' compensation claim. Cal. Lab. Code § 5000 
(https://law.justia.com/codes/california/code-lab/division-4/part-3/chapter-2/) says that nothing in the workers' 
compensation system takes away the right of the parties to compromise any claimed liability for a work injury. 
However, this right has limits — your settlement must follow specific rules and receive approval from a judge. 

Mandatory Judge Approval 

No settlement is final until a workers' compensation judge (WCJ) approves it. Cal. Lab. Code § 5001 
(https://law.justia.com/codes/california/code-lab/division-4/part-3/chapter-2/section-5001/) states: "No release 
of liability or compromise agreement is valid unless it is approved by the appeals board or referee." This 
means that even if you and the insurance company agree on every detail, the agreement has no legal effect 
until a judge signs off. The judge's job is to make sure you are not being pressured or tricked into accepting 
too little money. 

What Your Settlement Must Include 

Cal. Lab. Code § 5003 (https://law.justia.com/codes/california/code-lab/division-4/part-3/chapter-2/) requires 
every settlement agreement to be in writing and to include specific information: 

● The date of your accident and injury 

● Your average weekly wage before the injury 

● How long you were on temporary disability (the time you could not work while healing) 

● Your earnings after the injury 

● Your medical condition at the time of settlement 

● The nature of your injury 

Your signature must be witnessed by two people who have no stake in the case, or you must sign before a 
notary public (an official who verifies your identity and signature). 

The Adequacy Standard 

The Workers' Compensation Appeals Board (WCAB) — the state agency that oversees your case — must 
check whether your settlement amount is fair. Title 8, Cal. Code Regs. § 10700 
(https://www.dir.ca.gov/t8/10700.html) says that if a settlement pays you less than the full amount you are 
owed, the judge will approve it only if: 

● There is reasonable doubt about what you would win at trial (for example, the doctors disagree about 
how disabled you are), OR 

● The settlement is in the best interest of both parties (for example, you get money now instead of waiting 
years for a trial) 



The judge must also review all your medical reports before approving any settlement. 

--- 

Part 2: Your Two Settlement Options 
This section compares the two types of permanent disability settlements available in California. Understanding 
the difference is one of the most important decisions in your case. 

Option A: Compromise and Release (C&R) 

A Compromise and Release (C&R) is a settlement where you receive one lump-sum payment and your entire 
claim closes permanently. You use DWC Form 10214(c) 
(https://www.dir.ca.gov/dwc/eams/SampleFiles/Compromise%20and%20Release.pdf) for this type of 
settlement. Once a judge approves a C&R: 

● The insurance company pays you one amount and has no further obligation to you 

● You lose all rights to future workers' compensation medical care for your injury 

● You cannot reopen your claim later, except in very rare cases of fraud 

● The lump sum must cover everything — your disability and any future medical costs 

Advantages of a C&R: 

● You get your money all at once 

● You are free to choose any doctor — you are no longer limited to the insurance company's network 

● Your claim is finished and you do not have to deal with the insurance company again 

Disadvantages of a C&R: 

● If your condition gets worse or you need surgery later, you pay out of your own pocket 

● If the money runs out before your medical needs end, you have no safety net 

● You cannot go back and ask for more, even if you realize the settlement was too low 

Critical: If you are young, have a serious injury, or your doctor recommends future surgery or 
ongoing treatment, a C&R carries high risk. The lump sum must last for the rest of your life. 

Option B: Stipulations with Request for Award (Stips) 

A Stipulations with Request for Award (Stips) is a settlement where you and the insurance company agree on 
your permanent disability percentage, and you keep your right to future medical care. You use DWC Form 
10214(a) 
(https://www.dir.ca.gov/dwc/eams/SampleFiles/Stipulations%20with%20Request%20for%20Award.pdf) for 
this type. Under a Stips: 

● You receive regular payments (not a lump sum) based on your disability percentage 

● The insurance company must continue to pay for medical treatment related to your work injury for the 
rest of your life 

● You can reopen your claim within five years of your injury date if your condition gets worse 

Advantages of a Stips: 

● Your medical care is protected — the insurance company keeps paying for treatment you need 

● If your disability increases, you can petition for more benefits 

● You do not have to worry about running out of money for medical care 

Disadvantages of a Stips: 

● You receive payments over time, not one large sum 

● The insurance company still controls which doctors you see through its Medical Provider Network (MPN) 
— a group of approved doctors 

● The insurance company can challenge whether treatments are medically necessary through a process 
called utilization review (UR) 

--- 



Part 3: How Your Permanent Disability Rating Is Calculated 
This section explains how California determines the percentage of your disability, which directly affects how 
much money you receive. 

Step 1: Reaching Permanent and Stationary Status 

Before any settlement can happen, your doctor must determine that your condition has reached Permanent 
and Stationary (P&S) status. This means your injury has stabilized and more treatment will not make it 
significantly better. Your doctor documents this in a formal P&S report that includes your level of impairment, 
work restrictions, and future medical needs. This determination typically happens 6 to 18 months after your 
injury, depending on how serious it is. 

Step 2: The Rating Formula 

California uses a specific formula set out in the Schedule for Rating Permanent Disabilities to convert your 
doctor's medical findings into a disability percentage. For injuries after January 1, 2005, the formula has four 
steps, as described in Cal. Lab. Code § 4660 (https://law.justia.com/codes/california/code-lab/division-4/part-
3/chapter-1/section-4660/): 

1. Whole Person Impairment (WPI): Your doctor rates your impairment using the AMA Guides to the 
Evaluation of Permanent Impairment, Fifth Edition — a medical reference book that assigns percentages 
based on how much function you have lost 

2. Diminished Future Earning Capacity (FEC) Adjustment: The state multiplies your WPI by a factor 
(between 1.1 and 1.4) based on how much your type of injury typically reduces a person's ability to earn 
wages 

3. Occupational Adjustment: Your rating goes up or down depending on how physically demanding your 
job was — a construction worker with a knee injury gets a higher rating than an office worker with the 
same knee injury 

4. Age Adjustment: Older workers receive higher ratings because they have fewer years to adapt and 
find new work 

Example: A 50-year-old construction foreman with a 20% WPI for a back injury might end up with a 
final rating of approximately 40% after all adjustments are applied. 

Step 3: Processing the Rating 

After your doctor completes your P&S report, it goes to the Disability Evaluation Unit (DEU), a state agency 
that applies the formula and issues your official rating. The DEU generally completes this within 20 days if the 
report is complete. Either you or the insurance company can object to the rating within 30 days. 

Apportionment: Splitting Disability Between Causes 

Cal. Lab. Code § 4663 (https://law.justia.com/codes/california/code-lab/division-4/part-3/chapter-1/section-
4663/) requires doctors to determine how much of your disability was caused by the work injury versus other 
factors (such as a pre-existing condition). This is called apportionment. The doctor must explain specifically 
how any pre-existing condition currently contributes to your disability — not just that you had the condition 
before your injury. 

Important: If you had a prior condition that was not causing symptoms before your work injury, the 
insurance company may not be able to reduce your disability rating just because the condition 
existed. The doctor must show that the prior condition actually contributes to your current 
disability. 

--- 

Part 4: What the Judge Looks For When Approving Your Settlement 
This section explains the standards a judge uses to decide whether to approve your settlement. 

The Range of Reasonable Outcomes 

The judge does not ask whether you are getting the highest possible amount. Instead, the judge asks whether 
your settlement falls within a reasonable range of what might happen if you went to trial. If the medical 
evidence supports permanent disability ratings between 20% and 35%, for example, a settlement based on 
25% would likely be approved because it falls within that range. 



Heightened Review for C&R Settlements 

Because a C&R closes your medical care permanently, judges look more carefully at these settlements. The 
judge must review: 

● What future medical care your doctor has recommended 

● Your age and how long you will likely need care 

● Whether the lump sum includes enough money for anticipated treatment 

● Whether cost estimates are realistic for current medical prices in your area 

A judge may reject a C&R settlement that says "$30,000 for future medical care" without any documentation 
showing what treatments you will need and what they cost. 

What the Judge Reviews for Stips Settlements 

Stips approval is generally simpler because your medical care continues. The judge focuses on: 

● Whether the agreed disability percentage matches the medical evidence 

● Whether apportionment is properly supported 

● Whether all disputed issues are clearly identified 

● Whether the settlement matches statutory benefit amounts 

When a Judge May Reject Your Settlement 

A judge may suspend or disapprove your settlement if: 

● Medical reports are missing or incomplete 

● The settlement amount appears too low compared to the medical evidence 

● Liens (debts owed to medical providers) are not addressed 

● The settlement document does not include all required information 

● The judge suspects the worker was pressured or did not understand the terms 

--- 

Part 5: The Settlement Process Step by Step 
This section walks you through the typical settlement timeline from injury to payment. 

Phase 1: Medical Treatment and P&S Determination (Months 1–18) 
1. You report your injury to your employer 

2. The employer files a claim with the insurance company 

3. You receive medical treatment from an approved doctor 

4. When your doctor determines your condition has stabilized, the doctor issues a P&S report 

Phase 2: Disability Rating (Weeks 1–8 After P&S Report) 
1. Your doctor submits the P&S report to the DEU 

2. The DEU applies the rating formula and issues your official disability percentage (usually within 20 
days) 

3. Either side has 30 days to object to the rating 

Phase 3: Disputes and Evaluations (If Needed, Weeks 8–20) 

If the insurance company disagrees with your rating, a Qualified Medical Evaluator (QME) — an independent 
doctor appointed by the state — may examine you and issue a separate report. If you and the insurance 
company agree on a doctor, that person is called an Agreed Medical Evaluator (AME). 

Phase 4: Settlement Negotiations (Weeks 20–32) 
1. Your attorney (or you, if unrepresented) sends a demand letter stating the amount you want 

2. The insurance company responds with a counter-offer 

3. Negotiations continue until an agreement is reached, or the case is set for a Mandatory Settlement 
Conference (MSC) — a meeting before a judge where both sides try to reach an agreement 



Phase 5: Documentation and Judge Approval (Weeks 33–40) 
1. Settlement documents are prepared on official DWC forms 

2. You sign the agreement before two witnesses or a notary public 

3. All lien claimants (medical providers who are owed money from your claim) are notified 

4. The complete package — including all medical reports, proof of service, and a letter explaining the 
settlement — is submitted to the judge 

5. The judge reviews everything and either approves, requests more information, or rejects the 
settlement 

Phase 6: Payment (Within 30 Days of Approval) 

California law requires the insurance company to pay you within 30 calendar days after the judge approves 
your settlement. If payment is late without a good reason, Cal. Lab. Code § 5814(a) 
(https://law.justia.com/codes/california/code-lab/division-4/part-3/chapter-1/section-5814/) allows a penalty of 
up to 25% of the delayed amount (capped at $10,000). 

--- 

Part 6: After Your Settlement Is Approved 
This section covers what happens after a judge approves your settlement, including your rights and available 
remedies. 

Enforcing the 30-Day Payment Rule 

If the insurance company does not pay you within 30 days, you can file a Petition for Penalty under Cal. Lab. 
Code § 5814 (https://law.justia.com/codes/california/code-lab/division-4/part-3/chapter-1/section-5814/). The 
insurance company must then prove the delay was reasonable. Simple administrative backlogs or processing 
delays are not considered reasonable excuses. 

Challenging an Approved Settlement 

Once a settlement is approved, your options to undo it are very limited. Under Cal. Lab. Code § 5903 
(https://law.justia.com/codes/california/code-lab/division-4/part-4/chapter-7/section-5903/), you can file a 
Petition for Reconsideration within 30 days of the approval order, but only if: 

● The judge acted beyond their legal authority 

● The settlement was obtained through fraud (lies or hidden information) 

● The evidence does not support the judge's decision 

● You discovered important new evidence that you could not have found earlier 

Important: Simply regretting your settlement amount or later learning the case might have been 
worth more is not enough to undo an approved settlement. You must prove fraud or a clear legal 
error. 

Reopening a Stips Settlement 

If you settled through Stips, you have the right to reopen your claim within five years of the date of injury if 
your condition gets significantly worse. You must provide medical evidence showing a material change in your 
condition. This right does not exist for C&R settlements. 

Appeals Beyond the WCAB 

If the WCAB denies your Petition for Reconsideration, you may petition the California Court of Appeal for a 
writ of review within 30 days. Courts rarely overturn WCAB decisions on settlement approval because judges 
have broad discretion in determining adequacy. 

--- 

Part 7: Special Situations and Additional Benefits 
This section covers additional benefits and complications that may affect your settlement. 

Supplemental Job Displacement Benefit (SJDB) 



If you were injured on or after January 1, 2013, and you have permanent partial disability, you may be entitled 
to a Supplemental Job Displacement Benefit (SJDB) voucher worth $6,000. This voucher helps pay for 
education, retraining, or job placement services. You qualify if your employer does not offer you modified work 
that meets specific legal requirements. 

Critical: Cal. Lab. Code § 4658.7(g) (https://law.justia.com/codes/california/code-lab/division-4/part-
3/chapter-1/section-4658/) prohibits settling the SJDB voucher. You cannot trade it for cash as part 
of your settlement. The voucher must be issued separately. 

Medicare Set-Aside (MSA) Requirements 

If you are currently on Medicare (federal health insurance for people 65 and older or those with certain 
disabilities) or will become eligible within 30 months, a Medicare Set-Aside (MSA) 
(https://www.cms.gov/medicare/coordination-benefits-recovery/workers-comp-set-aside-arrangements) 
arrangement may be required. An MSA sets aside part of your settlement in a special account that can only 
be used for injury-related medical care that Medicare would otherwise cover. This requirement generally 
applies when your settlement exceeds $25,000 or projected future medical costs exceed $250,000. 

Multiple Injuries and Combined Ratings 

If you injured more than one body part, your ratings are not simply added together. California uses a 
Combined Values Chart (CVC) that applies a formula to prevent overestimating your total disability. For 
example, a 30% rating for your back combined with a 20% rating for your knee results in a 44% combined 
rating — not 50%. 

Cumulative Trauma Claims 

A cumulative trauma (CT) injury results from repeated exposure to harmful conditions at work over time. 
Under Cal. Lab. Code § 5500.5(a) (https://www.sullivanoncomp.com/blog/liability-for-cumulative-trauma-
injury-under-lc-5500.5), liability falls on your employer(s) during the one-year period before your injury date. If 
you worked for multiple employers during that period, settling with one employer does not automatically settle 
your claim against the others unless the settlement clearly states it covers all employers. 

Tax Treatment 

Workers' compensation settlement payments — both C&R lump sums and Stips periodic payments — are not 
taxable at the federal or California state level. However, if you receive Social Security Disability Insurance 
(SSDI), the Social Security Administration may reduce your SSDI payments based on your workers' 
compensation settlement. 

--- 

Part 8: Protecting Yourself Before You Settle 
This section provides practical steps you should take before agreeing to any settlement. 

Questions to Ask Before Signing 

Before you accept a settlement, make sure you understand the answers to these questions: 

● Am I choosing a C&R (lump sum, no future medical care) or Stips (payments over time, medical care 
continues)? 

● What is the estimated full value of my case if I went to trial? 

● Does the settlement amount fall within a reasonable range of that full value? 

● If this is a C&R, does the lump sum cover my expected future medical costs? 

● How will this settlement affect my SSDI, Medicare, or other benefits? 

● What liens will be deducted from my settlement, and how much will be left for me? 

● What are the attorney fees and costs being deducted? 

Preventive Steps 
● Request a continuance if you need more time to review a settlement offer — San Francisco WCAB 

judges generally grant continuances for good cause 

● Get a QME evaluation if the medical record is unclear or disputed before finalizing terms 

● Ask the judge at the Mandatory Settlement Conference whether the proposed amount seems adequate 
— the judge's preliminary opinion can help guide your decision 



● Review all medical reports to make sure they accurately describe your condition and work restrictions 

● Consult a tax professional before finalizing a large C&R settlement to understand any impact on your 
other benefits 

When Each Settlement Type Makes Sense 

Choose Stips when: 

● Your doctor recommends ongoing or future medical treatment 

● Your condition may get worse over time 

● You want the safety net of being able to reopen your claim within five years 

● You are not comfortable managing a large lump sum for future medical expenses 

Choose C&R when: 

● Your medical condition is stable and no future treatment is expected 

● You want complete control over your medical care choices 

● You need immediate access to a lump sum for specific financial needs 

● The lump sum amount is large enough to cover any possible future medical costs with room to spare 

Important: Your settlement choice is essentially permanent. A C&R cannot be reopened. A Stips 
can only be reopened within five years and only if your condition materially worsens. Take the time 
you need to make the right decision. 

--- 

Part 9: Key Deadlines and Timelines 
This section summarizes the critical deadlines you must know. 

Event Timeline 
P&S determination by doctor Typically 6–18 months after injury 
DEU issues disability rating Within 20 days of complete P&S report 
Objection to DEU rating Within 30 days of rating issuance 
Settlement negotiations Typically 4–12 weeks after rating 
Judge approval after submission 1–4 weeks 
Insurance company payment after approval Within 30 calendar days (mandatory) 
Right to reopen (Stips only) Within 5 years of injury date 
Petition for Reconsideration Within 30 days of approval order 
Petition for Writ of Review (Court of Appeal) Within 30 days of WCAB decision 

 

--- 
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Executive Summary 

California workers' compensation permanent disability (PD) settlements represent a critical juncture in the 
injured worker's claim, offering two statutorily distinct pathways to resolution: the Compromise and Release 
(C&R), which closes the claim entirely with a lump-sum payment but eliminates future medical care 
coverage, and the Stipulations with Request for Award (Stips), which preserves ongoing medical care while 
establishing structured disability payments.[1][2] Both settlement mechanisms require mandatory judicial 
approval by a workers' compensation judge, reflecting California's constitutional commitment to protecting 
injured workers from inadequate or coercive settlements.[3] The settlement framework is grounded in 
California Labor Code SectionSection 5001-5004, which establish the statutory prerequisites, mandatory 
approval procedures, and substantive adequacy requirements that courts must apply before accepting any 
workers' compensation settlement.[3] This report provides comprehensive analysis of the settlement 
framework's statutory architecture, current procedural requirements under Division of Workers' Compensation 
(DWC) administration, San Francisco Immigration Court-specific considerations, and practical 
implementation strategies for maximizing injured worker protection while ensuring compliance with 
controlling California law. 

Key Takeaways: 

The choice between C&R and Stips settlements carries irreversible consequences for the injured worker's 
future medical access and claim reopening rights.[2][4] Permanent disability ratings-calculated using the 
American Medical Association Guides to the Evaluation of Permanent Impairment, Fifth Edition-determine 
compensation amounts and must account for age, occupation, and diminished future earning capacity 
adjustments.[5][6] Settlement adequacy is not measured by whether the worker receives maximum possible 
compensation but rather whether the agreed amount falls within the range of reasonable outcomes given the 
evidence and law.[7] All settlements must be preceded by a treating physician's or Qualified Medical 
Evaluator's Permanent and Stationary (P&S) determination, after which the Disability Evaluation Unit (DEU) 
typically issues a rating within 20 days if a rating is required.[8] Once a workers' compensation judge 
approves a settlement, payment must be issued within 30 calendar days, a statutory requirement enforced 
through penalties under Labor Code Section5814 for unreasonable delay.[9] 

Client Risk Assessment: Medium to High (Variable) 

The risk profile depends on settlement type: C&R settlements present high risk if the worker has significant 
future medical needs because the lump sum must cover all anticipated care and the worker bears the cost 
burden once funds deplete. Stipulated Award settlements present medium risk because the worker retains 
medical coverage but subjects future treatment decisions to utilization review and medical provider network 
restrictions. The adequacy of either settlement depends critically on accurate permanent disability rating and 
comprehensive documentation of all disputed issues before judicial submission. 

Primary Strategic Options and Risk Levels: 

Negotiate Stipulated Award Settlement (Medium Risk): Preserves lifetime medical care; allows reopening 
within five years for new and further disability; provides structured income security; but sacrifices upfront 
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lump-sum certainty and maintains ongoing claims administration involvement. Recommended when 
significant future medical treatment is anticipated or when permanent disability rating is disputed and 
unfavorable. 

Negotiate Compromise and Release Settlement (High Risk, High Reward): Provides immediate lump-sum 
payment and complete claim closure; eliminates future claims administration burdens; permits worker to self-
direct medical care after funds allocated; but eliminates all future medical coverage once agreed amount 
exhausted and forecloses case reopening except in extraordinary circumstances. Recommended only when 
worker is medically stable, no future treatment anticipated, and lump sum adequately covers anticipated 
lifetime care costs plus inflation. 

Proceed to Trial (Findings and Award) (Medium-High Risk): Judge determines all permanent disability, 
medical care, and related benefits; may result in higher permanent disability rating than settlement offer; but 
requires complete litigation preparation, witness testimony, and extended timeline to resolution. 
Recommended when settlement offers are substantially below likely trial award or when significant disputed 
issues require judicial resolution. 

Timeline and Deadline Considerations: 

Permanent and Stationary Declaration: Typically 6-18 months post-injury, depending on medical complexity 

DEU Rating Issuance: Within 20 days of complete P&S report submission (if applicable) 

Settlement Negotiations: Typically 4-12 weeks from rating availability to agreement in principle 

Judicial Approval Timeline: 1-4 weeks from submission of proposed settlement documents to formal approval 
order 

Payment Processing: Within 30 days of judicial approval order 

Qualitative Assessment of Likelihood of Settlement Success: 

Settlement approval odds are medium to high if the worker accepts an amount within the reasonable range of 
potential trial outcomes as evidenced by comparable cases and the medical record. Success rates increase 
substantially when: (1) all medical evidence is complete and uncontroverted; (2) the permanent disability 
rating is consistent with medical findings and statutory formula; (3) future medical care needs are accurately 
estimated; and (4) all liens are properly identified and resolved. Approval likelihood decreases if judicial 
review reveals documentation gaps, missing medical reports, or settlement terms that appear to undervalue the 
injury relative to the record. 

Legal Framework: Statutory Authority and Regulatory Foundation 

Statutory Authority: Permanent Disability Settlement Under California Labor Code 

The statutory foundation for workers' compensation permanent disability settlements rests on three 
complementary Labor Code sections that establish: (1) the right to compromise claims; (2) the approval 
process; and (3) the minimum substantive requirements for valid settlement agreements. 

Labor Code Section 5000 (Limitations and Compromise Right): 

Labor Code Section 5000 provides that "No contract, rule, or regulation shall exempt the employer from 
liability for the compensation fixed by this division, but nothing in this division shall impair the right of the 
parties interested to compromise, subject to the provisions herein contained, any liability which is claimed to 
exist under this division on account of injury or death."[10][11] This foundational statute establishes the 
constitutional principle that workers' compensation is a mandatory system from which employers cannot be 
wholly exempted, yet simultaneously preserves the parties' common law right to compromise disputes within 
defined statutory parameters.[10] The statute creates a bounded discretion: while parties may settle workers' 
compensation claims, they may not do so in ways that evade the protective purposes of the compensation 
system or that are procured through fraud, duress, or unconscionable advantage. 

Labor Code Section 5001 (Validity and Approval Requirement): 
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Labor Code Section 5001 declares that "Compensation is the measure of the responsibility which the 
employer has assumed for injuries or deaths which occur to employees in his employment when subject to this 
division. No release of liability or compromise agreement is valid unless it is approved by the appeals board or 
referee."[11][11] This statute creates an absolute bar to self-executing settlements: even when both parties 
agree to identical settlement terms, the agreement has no binding effect until a workers' compensation judge 
or the Workers' Compensation Appeals Board formally approves the proposed settlement. The approval 
requirement is not a ministerial endorsement but rather an independent judicial determination that the 
settlement satisfies statutory adequacy standards and that the injured worker has not been coerced or deceived 
into accepting inadequate compensation. 

Labor Code Section 5002 (Filing and Award-Based Approval): 

Labor Code Section 5002 provides that "A copy of the release or compromise agreement signed by both 
parties shall forthwith be filed with the appeals board. Upon filing with and approval by the appeals board, it 
may, without notice, of its own motion or on the application of either party, enter its award based upon the 
release or compromise agreement."[11][11] This statute operationalizes the approval process by: (1) requiring 
immediate filing of the signed agreement with the appeals board; (2) vesting the board with discretionary 
authority to enter a formal award based upon the compromise agreement; and (3) permitting the board to act 
on its own motion or upon either party's application. The statute's language-"may, without notice"-indicates 
that the board retains discretion to approve, suspend for further inquiry, or disapprove a proposed settlement. 

Labor Code Section 5003-5004 (Form and Content Requirements): 

Labor Code Section 5003 mandates that "Every release or compromise agreement shall be in writing and duly 
executed, and the signature of the employee or other beneficiary shall be attested by two disinterested 
witnesses or acknowledged before a notary public. The document shall specify: (a) The date of the accident. 
(b) The date of the injury. (c) The average weekly wage of the employee. (d) The approximate period of the 
temporary disability. (e) The earnings of the employee subsequent to the injury. (f) The condition of the 
employee at the time of the settlement. (g) The nature of the injury."[11][11] Labor Code Section 5004 
imposes additional requirements in death cases, including the date of death, widow's name, children's names 
and ages, and dependent classification.[11] These mandatory form requirements serve a protective function: 
by requiring the agreement to specify detailed factual predicates (wage history, injury nature, medical 
condition at settlement), the statute creates a complete record for judicial review and prevents vague or 
conclusory settlement language from obscuring the true scope of the settlement. 

Regulatory Framework: California Code of Regulations Title 8, Division 1, Chapter 4.5 

The WCAB's procedural rules implement the statutory settlement framework through detailed regulatory 
requirements governing submission, review, and approval. 

8 CCR Section 10700 (Approval of Settlements): 

Title 8, California Code of Regulations, Section 10700 provides that "The Workers' Compensation Appeals 
Board shall inquire into the adequacy of all Compromise and Release agreements and Stipulations with 
Request for Award, and may set the matter for hearing to take evidence when necessary to determine whether 
the agreement should be approved or disapproved, or issue findings and awards."[14] The statute further 
specifies that "Agreements that provide for the payment of less than the full amount of compensation due or to 
become due and undertake to release the employer from all future liability will be approved only where it 
appears that a reasonable doubt exists as to the rights of the parties or that approval is in the best interest of the 
parties."[14] This regulatory standard establishes the judicial test for settlement adequacy: discounted 
settlements (where the worker receives less than full statutory benefits) are permissible only upon a showing 
of either: (1) reasonable doubt regarding the parties' legal rights (e.g., disputed applicability of exclusive 
remedy bar, apportionment issues, or AOE/COE questions); or (2) that the settlement is in the best interest of 
the parties (e.g., avoiding litigation costs, obtaining immediate certainty, and resolving contested issues). 

8 CCR Section 10759 (Mandatory Settlement Conferences): 

8 CCR Section 10759 requires that "the workers' compensation judge shall have authority to inquire into the 
adequacy and completeness, including provision for lien claims, of Compromise and Release agreements or 
Stipulations with Request for Award or orders, and to issue orders approving Compromise and Release 
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agreements or awards or orders based upon approved stipulations."[8][8] The regulation mandates that parties 
"meet and confer prior to the mandatory settlement conference and, absent resolution of the dispute(s), the 
parties shall complete a joint Pre-Trial Conference Statement setting forth the issues and stipulations for trial, 
witnesses, and a list of exhibits by the close of the mandatory settlement conference."[8][8] These 
requirements ensure that: (1) settlement negotiations are serious and substantive, not perfunctory; (2) the 
judicial officer has an opportunity to identify missing documentation or unresolved issues before final 
approval; and (3) the parties' positions on disputed issues are clearly stated for the record, creating a complete 
foundation for the adequacy determination. 

8 CCR Section 10874-10875 (Settlement Form and Procedures): 

These regulations require that all Compromise and Release agreements "comply with the provisions of Labor 
Code Sections 5003-5004 and conform to a form provided by the Appeals Board," establishing a uniform 
statewide settlement document (DWC Form 10214(c)) that ensures consistent compliance with statutory 
content requirements.[11][19] The regulation further specifies procedural requirements for submission, 
including filing deadlines, proof of service on all parties and lien claimants, and specification of how liens will 
be resolved. 

Key Case Law: Binding Precedent and Controlling Standards 

Steller v. Sears, Roebuck & Co. (2010) 

This California appellate court decision emphasizes the WCAB's essential role in ensuring fair and legal 
resolution of workers' compensation disputes. The court set aside a signed settlement between employer and 
employee because it lacked WCAB approval, even though both parties had agreed to its terms.[1][1] The 
decision establishes that the WCAB approval requirement is not a formal nicety but rather a substantive 
protection that cannot be waived by party agreement. The court's analysis demonstrates that courts will not 
enforce workers' compensation settlements-even those negotiated by sophisticated parties with counsel-if the 
settlement fails to obtain mandatory judicial approval. 

Board Rule 10870 (Adequacy Standard for Discounted Settlements) 

WCAB Rule 10870, referenced extensively in settlement case law, establishes that settlements providing for 
less than full statutory compensation are approvable only where "a reasonable doubt exists as to the rights of 
the parties or that approval is in the best interest of the parties."[19] This standard, while seemingly flexible, 
requires clear evidentiary support: the settling parties bear the burden of articulating specific legal or factual 
disputes that justify accepting less than full compensation. Courts have consistently held that generic 
assertions of settlement value (e.g., "avoids litigation costs") are insufficient; rather, the rule contemplates 
genuine uncertainty about liability, compensability, or benefits entitlement. 

Atkins v. Santa Barbara Metropolitan Transit District (2020 Cal. Wrk. Comp. P.D. LEXIS 366) 

This recent WCAB decision clarifies that when presented with a Compromise and Release agreement, the 
workers' compensation judge must affirmatively inquire into settlement adequacy and may set the matter for 
hearing to take evidence if necessary.[44] The decision establishes that settlement approval is not automatic 
even when both parties submit a signed agreement; rather, the judge must review the medical evidence, verify 
that the settlement amount is reasonable in light of the record, and ensure that all required statutory elements 
are satisfied. The court emphasized that settlements submitted without supporting medical documentation or 
lien resolutions are subject to suspension and further proceedings-not automatic approval-and that judges may 
disapprove settlements if the factual record does not support the proposed terms. 

Current Legal Landscape and Recent Developments 

WCAB Decisional Trends (2025-2026) 

The most significant recent development in workers' compensation settlement law concerns the WCAB's 
heightened scrutiny of adequacy determinations, particularly in cases involving future medical care 
valuations. As of March 2026, the WCAB has emphasized that settling parties must affirmatively demonstrate 
how settlement amounts account for anticipated future medical expenses and that vague or conclusory 
language regarding future care coverage is insufficient.[44] This trend reflects broader concerns about 
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inadequate settlements closing claims with insufficient funds to cover ongoing treatment, creating pressure for 
workers to reopen cases on grounds of new and further disability. 

Recent En Banc Decisions Affecting Settlement Procedure: 

The WCAB's 2025 en banc decision in Jillian DiFusco v. Hands On Spa (October 13, 2025; 2025-EB-03) 
clarified that full identification of parties is essential to settlement validity and that WCAB Rules 10390, 
10400, and 10401 require comprehensive party identification in all settlement documents.[41] This decision, 
binding on all WCAB panels and workers' compensation judges, means that settlements lacking complete 
party information or that use ambiguous party designations may be disapproved pending amendment and 
resubmission. 

Federal Reserve Interest Rate Environment and Settlement Valuation: 

As of March 2026, inflation has moderately stabilized from 2024-2025 peaks, with the state average weekly 
wage (SAWW) for workers' compensation purposes set at $1,789.00 (representing a 4.99% increase from 
2025).[66] This adjustment affects future medical cost projections in settlement valuations, as Medicare Set-
Aside (MSA) vendors and defense counsel typically use forward inflation assumptions to estimate future 
treatment costs. Settlements negotiated in early 2026 should account for ongoing cost-of-living adjustments to 
ensure adequacy over the settlement period. 

Permanent Disability Rating Schedule Updates: 

No material changes to the 2005 Permanent Disability Rating Schedule have been adopted since 2023. The 
schedule remains the controlling methodology for calculating permanent disability ratings for all injuries 
occurring on or after January 1, 2005.[6][7] However, DWC has emphasized consistent application of the 
formula's components (whole person impairment per AMA Guides, Fifth Edition; diminished future earning 
capacity adjustment; occupational variant; and age adjustment) and has flagged instances where QMEs have 
improperly applied apportionment or failed to address pain components, necessitating remand for 
supplemental reports.[33][36] 

Ninth Circuit and State Court Precedent (2025-2026): 

California courts have not issued significant appellate decisions on workers' compensation settlement 
procedures during the past six months; however, the Ninth Circuit has continued to recognize that workers' 
compensation settlements are final judgments subject to preclusion by the exclusive remedy doctrine,[4] 
meaning that issues settled in workers' compensation cannot be relitigated in civil court. This reinforces the 
importance of comprehensive settlement language that clearly specifies which claims and body parts are being 
settled. 

DWC Policy Guidance and Interpretive Memoranda (Current) 

The DWC's Policy and Procedure Manual (2013 Revision, with periodic updates) continues to govern 
settlement submission and review procedures.[29] As of March 2026, the DWC has not issued new policy 
guidance on settlement adequacy standards, but has reemphasized previous guidance that: (1) all medical 
reports supporting settlement must be filed with the proposed settlement; (2) lien resolutions must be clearly 
identified; (3) supplemental job displacement benefit (SJDB) eligibility must be addressed; and (4) Medicare 
Set-Aside provisions must be included when applicable.[44] 

Prosecutorial Discretion and Penalty Mitigation (No Current Relief Available) 

The user context notes that as of January 2026, "there is rarely any prosecutorial discretion anymore" and "as 
of December 2025, the Doyle memo no longer applies or is adhered to and there is no current replacement at 
this time." This indicates that claims administrators cannot negotiate away penalties for late benefits payments 
through discretionary forbearance; rather, penalties under Labor Code Section5814 are mandatory if delayed 
payment is unreasonable.[37][40] This development affects settlement negotiations by eliminating informal 
penalty reduction as a settlement sweetener, meaning that penalty claims must either be explicitly addressed in 
settlement language or will survive the settlement as unresolved obligations of the claims administrator. 

San Francisco-Specific Context and WCAB Procedures 

San Francisco Immigration Court (Note on Terminology) 
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The user's research context references "San Francisco Immigration Court" as a local venue; however, in 
workers' compensation practice, the controlling venue is the San Francisco District Office of the Workers' 
Compensation Appeals Board (WCAB), not an immigration court. The San Francisco WCAB has three 
physical locations: (1) 100 Montgomery Street, Suite 800, San Francisco, CA 94104; (2) 630 Sansome Street, 
4th Floor, Room 475, San Francisco, CA 94111; and (3) Concord Hearing Location, 1855 Gateway Blvd., 
Suite 850, Concord, CA 94520.[1] The San Francisco office handles claims from Northern California 
counties, including the Bay Area, and applies uniform WCAB rules while considering local judge preferences 
and caseload pressures. 

San Francisco WCAB Settlement Practices and Judge Tendencies 

Master Calendar and Mandatory Settlement Conference Procedures: 

The San Francisco WCAB operates a master calendar system in which all cases are initially assigned to a 
workers' compensation judge for a mandatory settlement conference (MSC). At the MSC, the assigned judge 
reviews case status, encourages settlement negotiations, and either approves a proposed settlement or sets the 
case for trial on disputed issues.[69] San Francisco judges typically require that parties submit complete 
settlement documentation at the MSC itself (or shortly thereafter), including all medical reports, proof of 
service on lien claimants, and explanation of settlement rationale. Judges in the San Francisco office are 
known to scrutinize settlements submitted without full medical documentation and may suspend approval 
pending submission of missing reports or clarification of liens.[44] 

Judge-Specific Settlement Preferences (Generalized Observations): 

While individual judge preferences vary, San Francisco WCAB judges generally expect: (1) clear articulation 
in settlement cover letters explaining the basis for the agreed amount, particularly if the amount is below 
estimated statutory benefits; (2) documentation of all disputed issues (rating disputes, apportionment disputes, 
etc.) that justify settlement at a discount; (3) explicit statement of future medical care provisions and lump-
sum allocation for anticipated treatment; (4) identification and resolution of all liens with corresponding proof 
of lien claimant approval or Court order if disputed; and (5) explanation of supplemental job displacement 
benefit (SJDB) eligibility and how (or whether) the SJDB voucher has been issued or addressed in settlement. 

Settlement Conference Continuance Patterns: 

The San Francisco office has experienced increased continuance requests for settlement conferences, 
particularly in cases involving complex future medical issues or disputed permanent disability ratings. The 
DWC regulations permit judges to continue MSCs "to a date certain" upon "good cause" showing.[8] San 
Francisco judges are generally receptive to continuances when parties need additional time to obtain QME 
reports, resolve lien disputes, or obtain medical cost projections for future medical allocations, but are 
resistant to open-ended continuances or those sought primarily for delay purposes. 

San Francisco Asylum Office and Credible Fear Interview Patterns (Not Applicable to WC) 

The user context references "San Francisco Asylum Office" as a relevant venue; however, asylum and 
credible fear determinations are matters of immigration law, not workers' compensation law. The asylum 
office would not be involved in workers' compensation settlement procedures. This appears to reflect 
confusion in the context material and should be disregarded for purposes of workers' compensation settlement 
analysis. 

Northern California ICE Enforcement and WCAB Interactions (Inapplicable) 

Similarly, references to "ICE ERO Field Office 1 (Northern California) enforcement patterns" are irrelevant to 
workers' compensation settlement procedures, as workers' compensation law is entirely separate from 
immigration enforcement. Workers' compensation benefits are available to all injured workers regardless of 
immigration status, and settlement procedures do not implicate immigration law. 

Permanent Disability Settlement Mechanisms: Comparative Analysis 

Compromise and Release (C&R): Complete Claim Closure with Lump-Sum Payment 

Statutory Definition and Legal Effect: 
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A Compromise and Release is a settlement agreement in which the injured worker receives a single lump-sum 
payment in exchange for releasing the employer and insurance carrier from all liability for the injury, 
including all future workers' compensation benefits and medical care.[2][5][2] The C&R is memorialized on 
DWC Form 10214(c) and must specify the lump-sum amount, any deductions from the amount (prior 
advances, liens, overpayments), the net payment to the worker, and the date of the injury and nature of the 
disability.[31][34] Once approved by a workers' compensation judge, the C&R becomes a final judgment that 
bars any future claims for the same injury, except in extraordinary circumstances (fraud, hidden injury, or 
misrepresentation). 

Scope of Release Under C&R: 

The C&R release covers "all claims and causes of action, whether now known or ascertained or which may 
hereafter arise or develop as a result of the above-referenced injury(ies), including any and all claims arising 
under workers' compensation law, unless otherwise expressly stated."[31][34] This broad release language 
means that once a C&R is approved, the worker cannot later claim additional permanent disability, request 
additional temporary disability payments, pursue medical treatment through workers' compensation, or assert 
penalties for delayed benefits-all claims are foreclosed. However, the release applies only to the body parts 
and injuries explicitly listed in the C&R; if a new injury occurs (e.g., an injury to an uninjured body part) or if 
a cumulative trauma develops affecting a previously uninjured area, a separate claim may be available. 

Medical Care Provisions in C&R Settlements: 

Under a C&R, the employer and insurance carrier have no obligation to provide or pay for future medical 
treatment related to the work injury, except to the extent the C&R agreement explicitly allocates lump-sum 
proceeds for specific future medical care.[2][5] In practice, most C&Rs include a provision stating: "Unless 
otherwise specified herein, the employer will pay no medical expenses incurred after approval of this 
agreement."[31] However, some C&Rs may carve out specific medical treatments (e.g., "employer will pay 
for all orthopedic surgery recommended by treating physician within 24 months of approval") or may allocate 
a portion of the lump-sum payment explicitly for future medical care, with the understanding that once the 
allocated amount is exhausted, the worker bears all subsequent costs out-of-pocket. 

Tax Treatment of C&R Payments: 

Workers' compensation benefits, including C&R lump-sum payments, are not taxable at the federal or 
California state level.[51] This means that the full lump-sum amount reaches the worker without income tax 
withholding. However, if the worker is on Medicare or SSDI and receives a C&R settlement exceeding 
$25,000 (or projected future medical expenses exceeding $250,000), a Medicare Set-Aside (MSA) 
arrangement may be required by the Centers for Medicare & Medicaid Services (CMS), and funds allocated to 
the MSA are restricted to Medicare-covered services related to the injury.[24][27] 

Advantages and Disadvantages of C&R for the Injured Worker: 

Advantages: (1) Immediate lump-sum payment, providing certainty and cash for immediate needs; (2) 
Complete claim closure, eliminating ongoing claims administration, reporting requirements, and potential 
disputes; (3) Worker control over medical care selection post-settlement, allowing choice of private providers 
outside MPN restrictions; (4) No continued interaction with insurance company or employer; (5) Clear 
understanding of total compensation received; (6) Ability to use funds for non-medical purposes (living 
expenses, debt repayment, investment) once allocated. 

Disadvantages: (1) Irreversible foreclosure of future medical coverage; if injury worsens or complications 
develop, worker must pay from personal funds or forego treatment; (2) Risk of inadequate lump-sum amount 
if future medical needs exceed anticipated costs; (3) Pressure to settle quickly before all medical issues are 
identified or stabilized; (4) Potential undervaluation of future medical care component, particularly for 
younger workers with longer life expectancies; (5) No reopening rights except in circumstances of fraud or 
concealed disability (very rare); (6) Complete loss of all workers' compensation protections and future 
benefits. 

Stipulations with Request for Award (Stips): Structured Payments with Future Medical Coverage 

Statutory Definition and Legal Effect: 
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A Stipulation with Request for Award (Stips) is a settlement agreement in which the injured worker and 
employer/insurance carrier agree on: (1) the body parts injured and accepted as industrial; (2) the percentage 
of permanent disability (ranging from 0% to 100%); (3) the rate of permanent disability payment (based on 
average weekly wage and statutory formula); (4) the periods of temporary disability already paid (if 
applicable); and (5) whether future medical treatment is authorized and will be provided by the claims 
administrator.[1][5][43] Unlike a C&R, the Stips does not close the claim entirely; rather, it establishes the 
agreed-upon permanent disability rating and allows future medical care to continue under the agreed terms. 

Permanent Disability Payment Calculation Under Stips: 

Once a Stips is approved, the injured worker is entitled to receive permanent disability payments according to 
the statutory formula. For injuries occurring on or after January 1, 2005, the formula is: (1) Calculate the 
whole person impairment (WPI) percentage from the P&S report, using AMA Guides, Fifth Edition; (2) 
Adjust WPI for diminished future earning capacity (FEC) using a factor between 1.1 and 1.4 based on injury 
type; (3) Adjust for occupational variant (based on job classification at time of injury); (4) Adjust for age at 
time of injury; (5) Multiply the resulting percentage by average weekly wage at time of injury, capped by 
statutory minimum and maximum rates; (6) Multiply by the number of weeks specified in the statutory 
schedule for the permanent disability percentage.[6][7][28][66] The result is a series of bi-weekly payments 
(or weekly payments under prior law) distributed over the scheduled period, with no lump-sum commutation 
unless parties later agree to commutation under Labor Code Section5100. 

Future Medical Care Under Stips: 

A critical advantage of Stips settlements is that future medical care for the accepted injury and body parts 
remains available for the "remainder of life," subject to medical provider network restrictions and utilization 
review. Once a Stips is approved, any medical treatment deemed "reasonable and necessary" for the work 
injury must be authorized and paid by the claims administrator, provided the worker follows MPN procedures, 
obtains required pre-authorization, and complies with utilization review decisions (unless the worker appeals 
an UR denial through the Independent Bill Review process).[1][5] This means that if the injury worsens, 
requires surgery, or develops complications, the worker can access treatment without needing to reopen the 
case or establish new and further disability (though the reopening right exists as a backstop if circumstances 
change significantly). 

Reopening Rights Under Stips: 

A Stipulation with Request for Award preserves the worker's right to petition to reopen the case within five 
years of the date of injury if the condition worsens or new and further disability develops.[4][23][52] 
Reopening is available on four grounds: (1) the disability has recurred or increased; (2) new evidence has been 
discovered showing the award was inequitable and reopening is necessary to resolve an unavoidable error of 
fact; (3) there was an error in law that created an inequitable result; or (4) there was a clerical error in the 
award.[23] This right, which does not exist in C&R settlements, provides the worker with a safety net: if 
medical care or work capacity changes materially, the worker can seek additional disability benefits without 
foreclosing the original claim. 

Advantages and Disadvantages of Stips for the Injured Worker: 

Advantages: (1) Lifetime medical care preservation for the accepted injury and body parts; (2) Protection 
against unexpected complications or worsening; (3) Ability to reopen within five years if condition materially 
changes; (4) Structured income replacement that is not dependent on continued employment; (5) Ongoing 
claims administration support and medical authorization; (6) No personal liability for future medical costs 
(insurer remains liable); (7) Potential for higher lifetime compensation if condition worsens and additional 
disability is awarded upon reopening. 

Disadvantages: (1) Structured payments over time rather than immediate lump sum; (2) Continued claims 
administration involvement and ongoing disputes over medical necessity and UR denials; (3) Medical care 
limited to MPN providers (unless worker obtains independent bill review approval); (4) Utilization review 
decisions may delay or deny treatment; (5) No ability to self-direct medical care outside MPN; (6) Long 
timeline to receive full scheduled permanent disability payments (potentially years); (7) No control over 
medical decisions once MPN protocols are established; (8) Continued exposure to claims administration 
disputes and potential future conflicts. 
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Findings and Award (F&A): Trial Outcome as Alternative to Settlement 

If settlement negotiations fail and the case proceeds to trial, the workers' compensation judge will issue a 
Findings and Award (F&A) that determines all disputed issues and awards benefits accordingly.[50] Unlike a 
C&R (which is negotiated) or Stips (which is agreed), an F&A is imposed by judicial determination. The 
judge determines: (1) whether the injury is industrial; (2) the body parts injured; (3) the periods of temporary 
disability and compensation rates; (4) the permanent disability percentage and payment schedule; (5) whether 
future medical care is authorized; and (6) entitlement to supplemental job displacement benefits, penalties, 
and other statutory enhancements.[50] An F&A, like Stips, preserves the worker's right to reopen within five 
years, and an F&A (unlike a C&R) does not foreclose future claims or medical access. 

Settlement Valuation Methodology and Rating Determination 

Permanent and Stationary (P&S) Status: The Prerequisite for Settlement Valuation 

Statutory Definition and Medical Significance: 

Before any permanent disability settlement can proceed, the injured worker must reach Permanent and 
Stationary (P&S) status, defined as the point at which the worker's medical condition has stabilized and is not 
expected to improve with further medical treatment.[3][4][6][9] P&S is a medical determination, not a legal 
one, and must be made by a treating physician, Qualified Medical Evaluator (QME), or Agreed Medical 
Evaluator (AME). The determination must be supported by objective medical findings and documented in a 
formal P&S report that addresses the worker's residual impairment, work restrictions, prognosis, and future 
medical care needs. 

P&S Report Requirements Under Current DWC Procedures: 

For injuries occurring on or after January 1, 2005 (the overwhelming majority of current claims), the treating 
physician or QME must issue a Primary Treating Physician's Permanent and Stationary Report (DWC Form 
PR-4) that includes: (1) objective findings from physical examination; (2) whole person impairment (WPI) 
rating using AMA Guides, Fifth Edition with specific table citations; (3) pain assessment (if applicable); (4) 
apportionment determination (causation allocation between industrial and non-industrial factors); (5) 
functional capacity assessment and work restrictions; (6) future medical care recommendations; and (7) 
description of information reviewed in preparing the report.[56][59] The physician must report the P&S 
determination within 20 days of the examination date.[56] 

Processing Timeline: P&S Report to DEU Rating: 

Once the treating physician's P&S report is received by the Disability Evaluation Unit (DEU), the DEU has up 
to 20 days to issue a summary rating that converts the physician's impairment assessment into a permanent 
disability percentage under the statutory formula.[8][22] However, this timeline applies only when: (1) the 
report is complete and contains all required components; (2) no disputes exist regarding the rating 
methodology; and (3) no supplemental evaluation is requested. Disputes over impairment ratings, 
apportionment, or occupational variant classification can extend the timeline to 2-3 months or longer. 

Permanent Disability Rating Methodology: The California Schedule 

Overview of the Rating Formula: 

The Schedule for Rating Permanent Disabilities, adopted effective April 19, 2004 (for post-injury dates), 
establishes a multi-step formula that converts a physician's assessment of impairment into a permanent 
disability percentage reflecting the worker's diminished ability to compete in the open labor 
market.[6][7][7][10] The formula is not purely medical; rather, it incorporates statutory policy judgments 
about which workers deserve higher benefits based on occupational and age factors that affect labor market 
reintegration. 

Step 1: Whole Person Impairment (WPI) Rating Using AMA Guides, Fifth Edition: 

The first step is the physician's assessment of the worker's impairment using standardized protocols from the 
American Medical Association Guides to the Evaluation of Permanent Impairment, Fifth Edition (AMA 
Guides).[6][9] The AMA Guides provide detailed tables and methodologies for rating impairment of specific 
body parts and organ systems based on objective findings (loss of range of motion, muscle strength, sensory 
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loss, etc.) or, when objective findings are absent or equivocal, on functional capacity and subjective 
complaints. The physician must specify which AMA Guides table(s) were used, cite the page number, and 
explain the impairment rating assigned. For example, a worker with complete loss of motion in the elbow joint 
might be assigned a 15% whole person impairment per the AMA Guides; a worker with 50% loss of grip 
strength might be assigned a different rating based on the methodology for hand impairment. 

Step 2: Adjustment for Diminished Future Earning Capacity (FEC): 

Once the WPI is determined, California's formula adjusts the impairment upward (or, less commonly, 
downward) based on the injury category's historical impact on wage loss. This adjustment, called the 
Diminished Future Earning Capacity (FEC) factor, ranges from 1.10 to 1.40 depending on the injury 
type.[6][7] Injuries that historically result in greater wage loss (e.g., back injuries, orthopedic injuries affecting 
functional capacity) receive a larger FEC adjustment; injuries with less labor market impact receive smaller 
adjustments. The FEC adjustment is applied by multiplying the WPI by the applicable factor. For example, a 
20% WPI for a back injury with a 1.4 FEC factor would be adjusted to 28% (20% x 1.4 = 28%). 

Step 3: Occupational Variant Adjustment: 

After FEC adjustment, the rating is further modified based on the worker's occupation at the time of injury. 
The DWC schedule classifies occupations into 45 numbered groups (as of 2004) and assigns each group an 
occupational variant (labeled A through J, with A-E representing lower demands and F-J representing higher 
demands).[6][7] The logic is that the same impairment affects workers differently depending on job 
requirements: a knee injury limiting weight-bearing is more disabling for a construction worker than for a 
computer programmer. Occupational adjustment tables convert the FEC-adjusted rating to a new rating that 
accounts for occupational demands. A worker classified in an occupational group with higher demands 
(variant H or J) will receive a higher adjusted rating for the same impairment than a worker with lower 
occupational demands. 

Step 4: Age Adjustment: 

The final adjustment accounts for the worker's age at the time of injury, based on the policy that older workers 
require longer to adapt to impairments and face greater labor market disadvantages. Age adjustment tables (by 
five-year age bands) apply a multiplier to the occupational-adjusted rating. Older workers typically receive 
higher final ratings than younger workers with identical impairments and occupations, reflecting the statutory 
assumption that aging workers have fewer employment opportunities and longer expected periods of reduced 
earning capacity.[6][7][10] 

The Complete Formula in Practice: 

A concrete example illustrates the methodology: A 50-year-old construction foreman (occupational variant H) 
suffers a lumbar strain that reaches P&S status with a 20% WPI (loss of range of motion in lumbar spine per 
AMA Guides). The formula calculation proceeds: 

Whole Person Impairment: 20% 

FEC Adjustment (back injury, factor 1.4): 20% x 1.4 = 28% 

Occupational Adjustment (variant H for construction): 28% -> 35% (from occupational adjustment table) 

Age Adjustment (age 50): 35% -> 40% (from age adjustment table) 

Final Permanent Disability Rating: 40% 

This worker would then receive permanent disability benefits equal to 40% of the applicable weekly rate, 
multiplied by the number of weeks specified in the statutory benefits schedule for a 40% rating. 

Apportionment: Allocation of Disability to Industrial vs. Non-Industrial Causes 

Statutory Requirement and Recent WCAB Precedent: 

Labor Code Section 4663 requires that "apportionment of permanent disability shall be based on causation," 
meaning that any permanent disability caused by non-industrial factors (pre-existing conditions, subsequent 
injuries, non-work-related diseases) must be excluded from the work-injury permanent disability 
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calculation.[59] The statute mandates that the evaluating physician address apportionment in the P&S report 
and determine what percentage of the final disability is caused by the industrial injury versus non-industrial 
factors. 

However, recent WCAB decisions have clarified critical distinctions between apportionment to injury 
(improper) and apportionment to disability (required).[33] In Cervantes v. Milgard Manufacturing, the WCAB 
reversed a QME's apportionment finding because the physician attributed pre-existing degenerative disc 
changes as a partial cause of disability, without explaining how the pre-existing condition currently 
contributes to the present disability.[33] The WCAB established that apportionment must address causation of 
the current disability, not vulnerability to injury; a pre-existing asymptomatic condition does not apportion 
merely because it could have made the worker more susceptible to injury. 

Proper Apportionment Methodology: 

Valid apportionment requires the physician to: (1) identify the pre-existing or non-industrial condition; (2) 
document the current impact of that condition on the worker's functional capacity using objective evidence 
(test results, imaging, examination findings); (3) explain specifically how the pre-existing/non-industrial 
condition contributes to present impairment; and (4) assign a percentage to that contribution with medical 
rationale.[33][36] Generic statements such as "the patient's pre-existing arthritis contributed 20% to disability" 
without explaining the current functional impact are insufficient and will be rejected as lacking substantial 
medical evidence. 

Multiple Injuries and Combined Ratings 

Statutory Combined Values Chart Methodology: 

When a worker sustains injuries to multiple body parts or systems, the separate impairment ratings cannot be 
simply added together (a method that would overstate disability). Instead, California requires that ratings be 
combined using a Combined Values Chart (CVC) that applies a non-linear formula to prevent double-
counting.[7][7] The formula for combining two ratings is: Combined Rating = A + [B x (1 - A)], where A is 
the larger rating and B is the smaller rating, both expressed as decimals. 

For example, if a worker sustains a 30% rating for lumbar spine and a 20% rating for right knee, the combined 
rating would be calculated as: 

Combined = 0.30 + [0.20 x (1 - 0.30)] = 0.30 + [0.20 x 0.70] = 0.30 + 0.14 = 0.44, or 44% 

This combined rating is substantially less than simple addition (50%), reflecting the policy that disability from 
multiple injuries often involves overlapping functional limitations rather than purely additive effects. 

Recent WCAB Precedent on Multiple Injuries: 

In Benson v. WCAB (cited in current practice), the WCAB established that when multiple successive or 
concurrent injuries affect the same body part or region, physicians must separately apportion each injury's 
contribution to the final disability, not simply provide an overall apportionment to industrial versus non-
industrial causes.[36] This requirement has significantly increased complexity in settled cases involving 
cumulative trauma or multiple injuries to related areas (e.g., multiple lumbar levels, multiple finger injuries). 

Judicial Approval Standards and Adequacy Analysis 

The Judicial Approval Requirement: Non-Delegable Judicial Duty 

Statutory Foundation: 

Labor Code Section 5001 establishes that "No release of liability or compromise agreement is valid unless it is 
approved by the appeals board or referee."[11][58] This statutory language creates an absolute bar to self-
executing settlements; the judicial approval function cannot be delegated, waived, or bypassed even by 
explicit party agreement. The workers' compensation judge or appellate panel must personally examine the 
settlement agreement, apply the statutory adequacy standard, and enter a formal order of approval. An 
unsigned settlement agreement, no matter how fair the parties believe it to be, has no binding effect on either 
party or on the claims administrator until formally approved. 

The Adequacy Standard: "Reasonable Doubt" or "Best Interest" Test 
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WCAB Rule 10700 Statement of Standard: 

WCAB Rule 10700(c) provides that "Agreements that provide for the payment of less than the full amount of 
compensation due or to become due and undertake to release the employer from all future liability will be 
approved only where it appears that a reasonable doubt exists as to the rights of the parties or that approval is 
in the best interest of the parties."[14] This standard, expressed in the alternative ("or"), permits approval of 
discounted settlements under either of two circumstances: 

Reasonable Doubt as to Rights of the Parties 

This branch of the standard contemplates that the settlement is justified because genuine uncertainty exists 
regarding the parties' legal entitlements under workers' compensation law. Examples include: (1) 
Apportionment disputes: The parties disagree whether permanent disability is 30% (injured worker's theory) 
or 20% (employer's theory) due to competing medical opinions on non-industrial factors; a settlement splitting 
the difference (25%) falls within the reasonable range. (2) AOE/COE (Arising Out of and in the Course of 
Employment) disputes: The employer contests whether the injury actually occurred during employment; a 
settlement reflects mutual uncertainty. (3) Compensability disputes: Medical opinions conflict on whether the 
injury is causally related to employment; settlement reflects this genuine dispute. (4) Apportionment to prior 
injuries: Multiple successive injuries complicate causation analysis; settlement reflects acknowledged 
complexity. 

Best Interest of the Parties 

This branch permits approval of settlements not justified by dispute, but rather because the settlement serves 
the parties' practical interests. Examples include: (1) Cost avoidance: A settlement slightly below the worker's 
estimated statutory benefits may be approvable because it avoids significant litigation costs and delays for 
both parties. (2) Speed and certainty: A discounted settlement may be acceptable to the worker for immediate 
payment and case closure, even though trial might yield a higher award. (3) Risk reduction: A settlement may 
reflect mutual agreement to avoid litigation risk, particularly when evidence is mixed or witness credibility is 
contested. 

Judicial Application: The "Range of Potential Outcomes" Framework 

Controlling Precedent on Settlement Range: 

California courts have established that settlement adequacy is measured not by whether the worker receives 
every penny of potential statutory benefits, but rather whether the settlement amount falls within a reasonable 
range of possible trial outcomes.[44][19] This framework recognizes that: (1) not all medical evidence 
supports the worker's maximum benefit claim; (2) medical and legal disputes introduce genuine uncertainty; 
and (3) reasonable settlement negotiations will result in compromise between the parties' differing positions. 

The Atkins Standard: Required Judicial Inquiry: 

Atkins v. Santa Barbara Metropolitan Transit District establishes that when the WCAB reviews a proposed 
settlement, the judge must: 

Examine all relevant medical evidence to understand the evidentiary foundation for the parties' settlement 
positions; 

Determine the likely range of trial outcomes based on the medical evidence, disputed issues, and applicable 
law; 

Assess whether the proposed settlement amount falls within that reasonable range, accounting for litigation 
costs and risk factors; 

Ensure complete documentation of all disputes and liens, including identification of how liens will be 
satisfied; 

Decline approval if the settlement appears to undervalue the claim relative to the medical record or if 
documentation gaps prevent adequate review.[44] 

Adequacy Review for Compromise and Release Settlements 
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Heightened Scrutiny for Future Medical Care Valuations: 

For C&R settlements, judges engage in heightened scrutiny of how the lump-sum amount accounts for future 
medical care. The judge must: (1) review treating physician recommendations for ongoing or future care; (2) 
assess the worker's life expectancy and age (younger workers require longer coverage periods); (3) examine 
whether the lump-sum includes explicit allocation for estimated future medical costs; and (4) ensure that the 
allocation is reasonable given cost-of-living inflation and likelihood of future complications. 

Insufficient Approaches to Future Medical Valuation: 

Courts have disapproved settlements that: (1) allocate a fixed amount for "future medical care" without 
documentation of anticipated procedures or costs; (2) fail to address future medical care entirely, leaving the 
worker with a lump sum expected to cover both indemnity and medical costs without analysis; (3) use 
outdated or generic cost estimates that do not reflect current medical fees in the worker's geographic area; or 
(4) fail to account for the probability of future surgeries, complications, or chronic care needs recommended 
in the medical record. 

Example of Adequate Future Medical Allocation: 

A proper C&R future medical allocation might state: "Settlement amount of $150,000 is comprised as 
follows: $120,000 for permanent disability benefits and wage loss ($80,000 x 30% permanent disability rating 
+ accrued temporary disability); $30,000 explicitly allocated for future medical care, estimated based on 
treating physician's recommendation for [specific procedures/treatments] anticipated over next [X] years at 
estimated cost of [amount] per year." This approach provides the judge with a transparent basis for assessing 
adequacy. 

Adequacy Review for Stipulations with Request for Award 

Simpler Adequacy Analysis for Stips: 

Adequacy review for Stips is generally simpler than for C&R because the settlement does not close off future 
medical care; instead, future care remains available under claims administrator authorization. The judge's 
adequacy inquiry focuses on: (1) whether the agreed permanent disability percentage is supported by the 
medical record; (2) whether apportionment, if applicable, is properly supported; (3) whether all disputed 
issues have been clearly identified and are either agreed or specifically stated as disputed/reserved for trial; 
and (4) whether the settlement is consistent with statutory benefit amounts. 

Stips Submission Requirements: 

A proper Stips submission must state: (1) the specific body parts and injuries (by anatomical detail); (2) the 
agreed permanent disability rating and the medical basis for that rating; (3) any temporary disability periods 
and rates already paid; (4) confirmation that future medical care will be provided for the accepted injury/body 
parts; (5) identification of any apportionment and the percentage allocated to industrial versus non-industrial 
causes; and (6) explicit confirmation that the worker's right to reopen within five years is preserved (unless the 
parties agree otherwise through a supplemental C&R or other closure mechanism). 

Practical Implementation: Procedural Roadmap 

Step-by-Step Settlement Procedure (Typical Timeline) 

Phase 1: Medical Development and P&S Determination (Months 1-6 Post-Injury) 

The settlement process begins long before negotiation commences. During the initial treatment phase, the 
treating physician assesses the worker's condition, implements medical treatment, and eventually (typically 6-
24 months post-injury, depending on injury severity) determines that the condition has reached P&S status. 
Key procedural steps: 

Injury Reporting and Claim Filing: The worker reports the injury to the employer; the employer files a claim 
with the insurance carrier; the claims administrator opens a file and begins accepting/denying liability. 

Treating Physician Selection: The worker begins treatment with an approved provider (either from the MPN 
or the treating physician who treated the worker immediately post-injury). 
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Medical Treatment and Case Development: Over months, the treating physician documents medical findings, 
performs tests, orders imaging, and tracks functional improvement/deterioration. 

P&S Determination: When the physician believes treatment has reached a plateau and further improvement is 
unlikely, the physician declares the worker P&S and initiates the P&S report. 

Phase 2: Permanent and Stationary Report and DEU Rating (Weeks 1-8 Post-P&S) 

Once the treating physician declares P&S status: 

P&S Report Submission (Week 1): The treating physician submits the DWC Form PR-4 (for 2005-schedule 
injuries) to the claims administrator and the DEU, containing WPI rating, apportionment determination, 
functional capacity assessment, and recommendations for future medical care. 

DEU Rating Review (Weeks 2-8): The Disability Evaluation Unit reviews the P&S report for completeness 
and applies the statutory rating formula (FEC adjustment, occupational variant, age adjustment) to convert the 
physician's WPI into a final permanent disability percentage. The DEU issues a summary rating within 20 
days if no deficiencies exist; otherwise, it may issue a conditional rating pending supplemental information. 

Objection Period: Either party (worker, claims administrator) may object to the DEU rating within 30 days by 
filing a Request for Reconsideration of Summary Rating (DWC Form 103), but only on specified grounds 
(QME failed to address all issues, procedures not followed, incorrect calculation).[39][42] 

Phase 3: QME/AME Evaluation (If Disputes Arise) (Weeks 8-20 Post-P&S) 

If the treating physician's P&S report is disputed by the claims administrator (e.g., the insurer disputes the 
permanent disability percentage, apportionment, or medical causation), a Qualified Medical Evaluator (QME) 
or Agreed Medical Evaluator (AME) evaluation is obtained: 

QME Panel Selection (Weeks 8-10): If the parties cannot agree on an evaluator, the worker or claims 
administrator requests a QME panel from the DWC Medical Unit. The DWC sends a panel of three physicians 
from which the requesting party selects one. 

QME Examination (Weeks 11-14): The selected QME examines the worker and issues a supplemental or full 
P&S report addressing the disputed issues (rating, apportionment, causation, future medical needs). 

QME Report Receipt and Analysis (Weeks 15-20): The QME report is distributed to both parties and the DEU 
(if a rating adjustment is warranted). Either party may request another QME panel if the first QME's report is 
deemed unpersuasive or incomplete, but additional QME evaluations are discretionary (not mandatory) and 
require good cause. 

Phase 4: Settlement Negotiation (Weeks 20-32 Post-P&S, or Earlier) 

Once the medical record is developed and permanent disability rating is final (or clearly foreseeable), 
settlement negotiations typically begin. The sequence: 

Settlement Authority Confirmation (Week 20): The claims administrator and employer confirm that they have 
settlement authority (i.e., the insurance company has approved negotiation up to a specified dollar range). 

Initial Settlement Demand (Week 21-22): The worker's attorney (if represented) or the worker (if pro se) 
submits a settlement demand letter specifying the proposed settlement amount, structure (C&R or Stips), and 
terms, with supporting analysis of comparable cases, medical findings, and statutory benefit calculations. 

Defense Response (Week 23-26): The claims administrator's attorney responds with a counter-offer or request 
for additional information. Back-and-forth negotiations proceed over several weeks. 

Mandatory Settlement Conference (Week 26-32): If settlement negotiations fail to produce agreement, the 
case is set for a Mandatory Settlement Conference (MSC) before a workers' compensation judge. At the MSC, 
both parties present their positions, the judge may facilitate discussion, and either settlement is reached or the 
case is set for trial. 

Phase 5: Settlement Documentation and Judicial Submission (Weeks 33-40 Post-P&S) 
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Once the parties reach agreement (at MSC or through ongoing negotiation), settlement documents are 
prepared and submitted for judicial approval: 

Settlement Agreement Drafting (Days 1-5 Post-Agreement): The parties' attorneys draft the Compromise and 
Release (DWC Form 10214(c)) or Stipulations with Request for Award (DWC Form 10214(a)), specifying all 
required terms (date of injury, wages, nature of disability, settlement amount, liens, body parts, medical care 
continuation). 

Signature and Attestation (Days 6-10): Both the worker and representatives of the claims administrator sign 
the agreement. The worker's signature must be attested by two disinterested witnesses or acknowledged before 
a notary public.[11][11] 

Lien Claimant Notification and Resolution (Days 6-21): All identified lien claimants (medical providers, 
rehabilitation vendors, attorneys) are notified of the settlement and provided with proof of service. Lien 
claimants are given an opportunity to approve lien amounts or to object; the settling parties must address all 
liens before judicial submission. 

WCAB Submission Package (Days 22-28): The complete settlement package is assembled, including: (1) 
signed settlement agreement; (2) all relevant medical reports (treating physician reports, P&S reports, QME 
reports); (3) proof of service on all parties and lien claimants; (4) explanation of settlement rationale 
(particularly if settlement is below full statutory benefits); (5) identification of how all liens are being satisfied 
or disputed; and (6) confirmation of SJDB voucher eligibility and status. 

Judge Review and Approval (Days 29-42): The judge reviews the settlement submission and either: (a) 
approves it with a formal order; (b) suspends it pending submission of missing documentation or clarification 
of disputed issues; or (c) disapproves it and sets the case for trial. 

Phase 6: Post-Approval Payment and Final Resolution (Days 43-72) 

Once the judge issues a formal approval order: 

Payment Processing (Days 43-72): California law requires payment to be issued within 30 calendar days of 
the approval order.[8][18][21] The claims administrator issues a settlement check or electronic transfer to the 
worker (or to the worker's attorney if represented, from which the attorney deducts fees and costs and 
forwards the remainder to the worker). 

Lien Claim Satisfaction: Any lien amounts are paid directly to lien claimants from the settlement proceeds, or 
disputes over lien amounts are resolved through the Independent Bill Review process. 

Case Closure: Once payment is made and any pending lien matters are resolved, the claim is closed in the 
DWC system. For C&R settlements, the claim is fully closed and no future claims can be pursued. For Stips, 
the claim remains open for future medical authorization and, if applicable, for reopening within five years. 

Required Forms and Documentation 

Settlement Forms (Official DWC Forms): 

All workers' compensation settlements must use official DWC forms that have been approved by the WCAB. 
The primary forms are: 

DWC Form 10214(c): Compromise and Release - Used for lump-sum settlements closing the entire claim. 
The form requires specification of: date of injury, worker name/SSN, employer/carrier information, body parts 
injured, settlement amount, deductions (prior advances, liens, overpayments), net payment, future medical 
provisions, lien disposition, and explanation of any disputed issues that justify settlement at a discount from 
full statutory benefits.[31][34] 

DWC Form 10214(a): Stipulations with Request for Award - Used for structured settlements preserving future 
medical care. The form specifies: date of injury, worker information, body parts, accepted permanent 
disability percentage, periods of temporary disability, rate of permanent disability payment, future medical 
care authorization, apportionment (if applicable), and worker's understanding that reopening rights are 
preserved.[43] 

Supporting Documentation Required with Settlement Submission: 
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Medical Reports: All treating physician reports, P&S reports (primary and supplemental), QME/AME reports, 
and any other medical-legal evaluations must be attached to the settlement submission. Judges will not 
approve settlements submitted without complete medical documentation.[44] 

Proof of Service: Certificates of service demonstrating that all settlement documents have been served on the 
worker, claims administrator, employer, and all identified lien claimants. Service must be by mail, personal 
delivery, or electronic transmission (as permitted by WCAB rules). 

Lien Resolution Documentation: For each identified lien, documentation showing either: (a) the lien 
claimant's written agreement to the proposed lien amount and satisfaction; (b) a court order resolving a 
disputed lien; or (c) explicit notation that the settling parties dispute a lien and identification of which party is 
responsible for further proceedings to resolve it. 

Disability Evaluation Unit Rating: A copy of the DEU summary rating or the QME report establishing the 
permanent disability percentage upon which the settlement is based. 

Settlement Explanation Letter: A brief letter from the attorney (or pro se worker) explaining the rationale for 
the settlement, particularly if the settlement amount is below estimated full statutory benefits. The letter 
should address: the basis for the agreed permanent disability percentage, any disputed issues that justify 
compromise, estimated future medical care costs (for C&R settlements), and specific reasons the settlement is 
in the worker's best interest. 

SJDB Voucher Documentation: Confirmation of whether a Supplemental Job Displacement Benefit voucher 
has been or will be issued, including the amount and any conditions affecting its availability. If the worker is 
ineligible for SJDB, documentation explaining why (e.g., injury pre-2013, employer offered modified work 
meeting statutory requirements). 

Evidentiary Requirements and Medical Evidence Standards 

QME/Treating Physician Report Standards: 

For settlement to be approvable, the underlying medical evidence must meet the statutory "substantial 
evidence" standard. Substantial medical evidence means: (1) objective findings documented by the evaluating 
physician; (2) internal consistency between clinical findings and conclusions; (3) specific methodology 
explained (e.g., which AMA Guides tables were applied, how impairment percentages were derived); and (4) 
factual support for any apportionment allocation to non-industrial factors.[33][36] 

Deficient Medical Evidence: 

Courts have disapproved settlements based on medical evidence that: (1) lacks objective findings (purely 
subjective pain complaints without examination, imaging, or testing); (2) contains unsupported conclusions 
("permanent disability is 30%" without explanation of rating methodology); (3) improperly apportions to 
"injury" rather than "disability" (explaining that a pre-existing condition made the worker vulnerable to injury, 
rather than explaining how the pre-existing condition currently contributes to disability); (4) fails to address 
all disputed body parts or medical issues; or (5) contradicts other medical evidence in the record without 
explanation or reconciliation. 

Expert Witness Categories: 

Beyond treating physicians and QMEs, settlement negotiations may benefit from testimony or reports by: 

Occupational Medicine Specialists: For disputes over occupational causation or work relatedness. 

Vocational Rehabilitation Experts: For disputes over work capacity, transferable skills, and vocational 
rehabilitation needs. 

Economic Damages Experts: For disputes over future earning capacity and life-expectancy-adjusted wage loss 
calculations. 

Medical Cost Experts: For estimation of future medical care costs in C&R settlements (used by Medicare Set-
Aside vendors and defense counsel). 

Client Preparation and Decision-Making 
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Client Understanding of Settlement Options: 

Before accepting a settlement offer, the worker must understand: (1) the difference between C&R and Stips, 
including the permanent loss of future medical coverage in a C&R; (2) the adequacy of the proposed amount 
in light of estimated statutory benefits; (3) the permanence of the choice (C&R cannot be reopened; Stips can 
be reopened within five years); (4) the structure and timing of payments; (5) the impact on other benefits 
(SSDI, food stamps, housing assistance, Medicare/Medicaid); and (6) the role of liens, attorney fees, and other 
deductions from the settlement. 

Informed Consent Documentation: 

California requires that the settlement agreement include warnings to the injured worker regarding the 
potential impact on other benefits.[34] The DWC Form 10214(c) includes a statutory warning: 
"SETTLEMENT OF YOUR WORKERS' COMPENSATION CLAIM BY COMPROMISE AND RELEASE 
MAY AFFECT OTHER BENEFITS YOU ARE RECEIVING TO WHICH YOU BECOME ENTITLED TO 
RECEIVE IN THE FUTURE FROM SOURCES OTHER THAN WORKERS' COMPENSATION, 
INCLUDING BUT NOT LIMITED TO" [list of potential affected benefits].[34] The worker must read, 
understand, and sign acknowledgment of this warning. 

Timeline and Decision-Making Framework: 

Before the Mandatory Settlement Conference, the worker should: 

Review all medical reports to understand the medical basis for permanent disability rating and any disputed 
issues. 

Obtain estimation of full statutory benefits - what would the case be "worth" if fully litigated and the worker 
won every issue? 

Assess settlement offer - does the proposed amount fall within a reasonable range of outcomes? 

Consider future medical needs - for C&R settlements, will the lump sum adequately cover anticipated care? 

Evaluate litigation risk - what is the risk of losing on disputed issues if the case goes to trial? 

Consult with attorney regarding strategic considerations specific to the case. 

Northern California-Specific Implementation Details 

San Francisco WCAB Settlement Procedures and Judge Assignment 

Venue Determination for San Francisco WCAB: 

A workers' compensation case is venued in the San Francisco WCAB district office if: (1) the injury occurred 
in a county within the San Francisco district (Alameda, Contra Costa, Marin, Napa, San Francisco, San 
Mateo, Santa Clara, Santa Cruz, Solano, or Sonoma); (2) the worker resides in one of those counties; or (3) 
the employer's principal place of business is in one of those counties.[4][8] The San Francisco office operates 
from three physical locations, with most settlement conferences and hearings held at the downtown San 
Francisco office (100 Montgomery Street, Suite 800) or at satellite locations. 

Judge Assignment and MSC Scheduling: 

Once a case is filed, the San Francisco WCAB assigns it to a workers' compensation judge through the 
Electronic Adjudication Management System (EAMS). The assigned judge handles all pre-trial matters, 
including the Mandatory Settlement Conference. The worker's attorney or the pro se worker should contact 
the judge's office or the general WCAB office to schedule the MSC; the office will provide a date and time, 
typically within 30-90 days of case assignment. 

San Francisco WCAB Settlement Conference Culture: 

The San Francisco office has developed certain practices regarding settlement conferences: 
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Early Continuances: Judges in this office are generally receptive to continuances of MSCs if parties request 
additional time to develop medical evidence, resolve lien disputes, or finalize settlement terms. A request for 
continuance "to a date certain" (specifying the next date) is usually granted without written motion.[69] 

Documentary Submissions: The San Francisco office accepts settlement documentation submitted via email or 
EAMS rather than requiring in-person delivery, which streamlines the process for geographically distant 
parties. 

Settlement Approval Timelines: Once a settlement is submitted, judges in the San Francisco office typically 
rule within 1-3 weeks, though complex settlements or those with incomplete documentation may result in 
"suspension" orders requiring supplemental submissions. 

Penalties for Non-Appearance: If a party fails to appear at a scheduled MSC without good cause, the judge 
may impose sanctions or issue orders adverse to the non-appearing party; however, judges generally grant 
continuances or telephone appearances for documented conflicts. 

San Francisco Asylum Office and ICE Interactions (Inapplicable) 

As noted earlier, references to "San Francisco Asylum Office" and "ICE ERO Field Office" are not applicable 
to workers' compensation settlements. Workers' compensation law does not implicate immigration status or 
enforcement, and settlements are available to all injured workers regardless of citizenship or immigration 
status. No separate asylum office approval or ICE clearance is required for workers' compensation settlement. 

California State Law Interactions: Immigration Doctrine Inapplicable 

While California state law (e.g., Proposition 47, Proposition 64, Penal Code Section1473.7, SB 54) may affect 
workers' compensation outcomes in cases where the worker has a criminal conviction with immigration 
consequences, these state law provisions do not directly affect settlement procedures. The settlement 
framework remains the same regardless of the worker's criminal history or immigration status. 

Northern California Court System and Workers' Compensation Nexus 

Workers' compensation settlements are exclusively within the jurisdiction of the WCAB and are not subject to 
review by California superior courts (except through judicial review petitions challenging WCAB decisions 
on writ of review grounds). If a worker has a pending civil case (e.g., third-party personal injury case) related 
to the same incident, the workers' compensation settlement does not automatically settle the civil case; 
however, a unified settlement structure can be negotiated that addresses both claims (through a "third-party 
compromise and release" mechanism). 

Post-Settlement Enforcement and Appellate Strategies 

Payment Processing and Enforcement of 30-Day Requirement 

Labor Code Section 5814 Penalties for Late Payment: 

Labor Code Section 5814(a) provides that "when payment of compensation has been unreasonably delayed or 
refused, either prior to or subsequent to the issuance of an award, the amount of the payment unreasonably 
delayed or refused shall be increased up to 25%, or $10,000, whichever is less."[37][40] This statute creates a 
mandatory penalty (use of the word "shall" indicates the penalty is not discretionary) for any unreasonable 
delay in making required workers' compensation payments, including settlement payments. 

Application to Settlement Payments: 

Once a judge approves a settlement and issues a formal approval order, the claims administrator must pay the 
agreed settlement amount within 30 calendar days.[9][18][21] If the claims administrator fails to pay within 
30 days, the injured worker may file a Petition for Penalty under Labor Code Section5814, seeking the 
statutory penalty (up to 25% of the delayed amount, capped at $10,000 per act of delay). The burden then 
shifts to the claims administrator to demonstrate that the delay was "reasonable" under the circumstances.[37] 

Reasonable Reasons for Delay: 

The WCAB has recognized limited circumstances where settlement payment delays may be excused: (1) 
complex lien disputes requiring court intervention; (2) mechanical delays in processing settlement checks 



Page 29 
(c) 2026 The Law Offices of Fernando Hidalgo, Inc. 

(e.g., lost check, banking delays); (3) outstanding questions about worker identity or disability requiring 
verification. However, generic administrative delays, processing backlogs, or disagreement with the 
settlement terms are not "reasonable" excuses for delay beyond 30 days. 

Petitions for Reconsideration of Settlement Approval 

Standing to File Petition for Reconsideration: 

After a judge approves a settlement, either party (worker, claims administrator) may petition for 
reconsideration within 30 days of the approval order, but only on specific grounds enumerated in Labor Code 
Section 5903: (1) the board acted without or in excess of its powers; (2) the order was procured by fraud; (3) 
the evidence does not justify the findings of fact; or (4) the petitioner has discovered new evidence that could 
not have been discovered with reasonable diligence.[62] 

"Fraud" Ground for Reconsideration: 

The "fraud" ground contemplates situations where the worker signed the settlement agreement while unaware 
of material facts or under coercion. Examples include: (1) the worker's attorney misrepresenting the value of 
the case or the terms of the settlement; (2) the claims administrator concealing medical evidence showing 
greater permanent disability than disclosed; (3) the worker being pressured into settlement after consuming 
alcohol or drugs that impaired judgment. However, mere regret about the settlement amount, or post-
settlement discovery that the case might have been worth more, is not fraud. 

Evidentiary Vulnerabilities in Petitions: 

A worker who wishes to challenge an approved settlement on fraud grounds bears the burden of proving fraud 
by clear and convincing evidence, a high standard. Simply alleging misrepresentation is insufficient; the 
worker must present credible evidence (testimony, documents, expert analysis) establishing that material 
misrepresentation occurred and that the worker relied on the misrepresentation in accepting the settlement. 

Remedies for Inadequate or Unfairly Calculated Settlements 

Limited Remedies Post-Approval: 

Once a settlement is approved by a workers' compensation judge, the remedies available to the worker are 
extremely limited. Unlike personal injury settlements, which can sometimes be set aside on unconscionability 
or duress grounds in civil court, workers' compensation settlements are subject to the exclusive jurisdiction of 
the WCAB and can be challenged only through the reconsideration/petition for writ of review process outlined 
above. There is no "cooling-off period" or right to unwind the settlement after approval. 

Preventive Strategies: 

Rather than relying on post-approval remedies, workers should take preventive action before settlement 
approval: 

Request MSC Continuance: If adequate time has not been provided to evaluate the settlement offer, request a 
continuance of the MSC to allow full analysis. 

Request Independent Medical Evaluation: If the medical record is unclear or disputed, obtain a QME 
evaluation before finalizing settlement terms. 

Seek Judicial Guidance: At the MSC, ask the judge whether the proposed settlement is adequate based on the 
medical evidence; the judge's preliminary view (though not binding) can inform settlement negotiations. 

Submit Detailed Settlement Explanation: Include a comprehensive cover letter with the settlement submission 
explaining the basis for the amount and any disputed issues; this creates a complete record that supports the 
adequacy of the settlement if later challenged. 

Appellate Strategy: Writ of Review and Federal Court Options 

Petition for Writ of Review (Labor Code Section 5950 et seq.): 

A party aggrieved by a final decision of the WCAB may petition the Court of Appeal for a writ of review 
challenging the WCAB decision.[65] The petition must be filed within 30 days of the WCAB decision and 
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must demonstrate that the WCAB acted without jurisdiction, exceeded its jurisdiction, or committed a 
prejudicial abuse of discretion. However, writs of review challenging settlement approval orders are rarely 
granted, because settlement approval decisions involve discretionary judgment on adequacy (a difficult 
standard to overcome on appeal) and because courts generally defer to WCAB decisions on mixed questions 
of law and fact. 

Exhaustion Requirement: 

Before seeking appellate review, the worker must exhaust all available administrative remedies, including 
filing a petition for reconsideration with the WCAB. A direct appeal bypassing the reconsideration process 
will be dismissed as premature. 

Federal Court Habeas Corpus (Rare): 

In extraordinary circumstances where the WCAB has denied due process or jurisdiction, a federal court 
habeas corpus petition under 28 U.S.C. Section 2254 might be available. However, workers' compensation 
matters are generally within state jurisdiction, and federal courts rarely intervene in state workers' 
compensation disputes absent a clear constitutional violation. 

Alternative Settlement Structures and Contingency Planning 

Structured Settlements and Periodic Payment Options 

Structured Settlement Arrangements: 

While most California workers' compensation settlements are either C&R lump-sum or Stips bi-weekly 
payments, the parties may negotiate alternative structures that provide periodic payments over a defined 
period. For example, a C&R settlement might provide: (1) $50,000 paid upon approval; (2) $25,000 paid six 
months later; (3) $25,000 paid one year later. This structure provides the worker with additional funds over 
time while still closing the claim (C&R nature) and protecting future medical funding. 

Medicare Set-Aside (MSA) Arrangements: 

If the worker is on Medicare or will likely become eligible within 30 months, and the settlement includes 
future medical care funding, a Medicare Set-Aside (MSA) arrangement may be required.[24][27] An MSA 
allocates a portion of the settlement to a dedicated account from which Medicare-covered services related to 
the injury are paid. The MSA vendor manages the account and coordinates with Medicare to ensure that 
Medicare does not deny claims based on primary payer rules. While MSA requirements add administrative 
complexity, they protect both the worker and Medicare from cost disputes. 

Vocational Rehabilitation Settlement Options 

Vocational Rehabilitation Benefits and Settlement: 

A worker with permanent partial disability may be entitled to vocational rehabilitation (VR) services if the 
worker is a "Qualified Injured Worker (QIW)" (meeting statutory medical eligibility criteria) and if the worker 
does not return to comparable employment.[32][35] Vocational rehabilitation services typically include: job 
retraining, job placement assistance, and vocational rehabilitation maintenance allowance (VRMA) up to $246 
per week while retraining. 

VR Benefit Settlement Mechanics: 

Labor Code Section 4646 permits parties to settle vocational rehabilitation benefits prospectively for up to 
$10,000, even if the worker has not yet been determined medically eligible for VR or has not yet participated 
in VR services.[32] A settlement may include language such as: "The parties settle all vocational 
rehabilitation liability, and in exchange the claims administrator will pay $10,000 to the injured worker, 
representing full settlement of any vocational rehabilitation obligation." This allows the claims administrator 
to eliminate ongoing VR liability while providing the worker with a cash alternative to actual VR services. 

Supplemental Job Displacement Benefit (SJDB) Voucher Treatment in Settlements 

SJDB Eligibility and Non-Settleability: 
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Workers injured on or after January 1, 2013, who have permanent partial disability and are not offered 
modified work by their employer meeting statutory standards (85% of pre-injury wages, within work 
restrictions, reasonable commuting distance) are entitled to a Supplemental Job Displacement Benefit (SJDB) 
voucher.[17][20] The voucher is worth $6,000 for injuries occurring in 2013 and later and can be used for 
educational expenses, retraining, job placement services, and related costs. 

Labor Code Section 4658.7(g) expressly prohibits settlement of the voucher itself.[19][19] This means that the 
parties cannot negotiate away the SJDB voucher or include it as part of the settlement amount. However, the 
claims administrator may defer issuance of the voucher pending conclusion of the case, or the voucher may be 
issued separately after settlement approval. 

SJDB Treatment in Settlement Submissions: 

The settlement package must address SJDB eligibility by either: (1) confirming that the SJDB voucher has 
been issued and specifying the amount and any conditions; (2) confirming the worker's eligibility and 
explaining when the voucher will be issued post-settlement; or (3) documenting that the worker is ineligible 
(e.g., injury pre-2013, or employer made a suitable modified work offer and worker refused it). 

Cumulative Trauma Claims and Multiple-Defendant Settlement Issues 

Cumulative Trauma Liability Period: 

Cumulative trauma (CT) injuries involve gradual workplace exposure over time, and liability is limited to 
employers who employed the worker during the "liability period" defined in Labor Code Section 5500.5(a) as 
the one-year period immediately preceding the date of injury or the last date of injurious exposure, whichever 
occurs first.[64] 

Multiple-Defendant CT Settlements: 

When multiple employers are liable for a CT injury, settlement negotiations become complex. If the worker 
settles with one defendant (Employer A), the settling defendant may pursue "contribution" proceedings 
against non-settling defendants (Employers B and C) to recover a proportional share of the settlement amount. 
However, recent WCAB precedent (Bodishbaugh v. Southern Maryland Blue Crabs) establishes that a 
settlement with one defendant does not automatically settle the claim against all defendants unless the C&R 
explicitly states that it settles the entire CT claim as to all defendants.[61] 

Drafting Multi-Defendant CT Settlements: 

To properly settle a CT claim as to all defendants, the settlement agreement must expressly state: "Applicant 
understands and agrees that he/she is resolving all claims against all employers and carriers, whether named or 
unnamed, related to all body parts and all periods of exposure mentioned herein. Applicant waives the right to 
pursue any further claims against any other defendant. [Settling defendant] reserves its right to seek 
contribution from all remaining defendants."[61] Ambiguous language that does not clearly establish the 
parties' intent to settle the entire claim may result in the settling defendant being unable to pursue contribution 
claims. 

Ethical and Professional Conduct Requirements 

California Rules of Professional Conduct: Attorney Obligations in Settlement 

Duty of Candor and Disclosure: 

An attorney representing an injured worker in settlement negotiations must: (1) fully disclose all material facts 
affecting the case value (known litigation weaknesses, evidentiary problems, relevant case law unfavorable to 
the worker's position); (2) advise the client of the risks and benefits of settling versus proceeding to trial; and 
(3) avoid conflicts of interest (e.g., attorney should not advise a settlement that benefits the attorney's fee 
collection more than the client's financial situation). 

Informed Consent Requirement: 

Before the worker agrees to a settlement, the attorney must ensure the worker understands: (1) the difference 
between C&R and Stips, including the permanent loss of future medical coverage in a C&R; (2) the 
permanence of the choice and inability to reopen (for C&R) or limited reopening rights (for Stips); (3) the 
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estimated full value of the case if fully litigated; (4) the settlement amount as a percentage of estimated full 
value; (5) the risks of proceeding to trial (possibility of lower award, litigation costs, extended timeline); and 
(6) any other benefits or consequences related to the settlement (Medicare/SSDI impact, etc.). The attorney 
should document this consultation in writing and obtain the worker's signed acknowledgment of 
understanding. 

Claims Administrator/Insurer Ethical Obligations 

Duty of Fair Dealing: 

While not all claims administrators have direct attorney-client relationships, California common law imposes 
an implied covenant of fair dealing and good faith on all parties to a workers' compensation claim. This 
obligation requires that: (1) the claims administrator does not misrepresent or conceal material facts; (2) the 
settlement offer is not unconscionable or coercive; and (3) the claims administrator cooperates in providing 
complete medical records and information relevant to settlement valuation. 

Prompt Payment Obligation: 

Once a settlement is approved, the claims administrator has an affirmative duty to pay within 30 days and 
faces statutory penalties (up to 25%, capped at $10,000) for unreasonable delay. 

Judge's Duty of Independent Inquiry 

Judicial Gatekeeping Function: 

The workers' compensation judge is not merely a rubber-stamp for agreed settlements. Rather, the judge must 
affirmatively inquire into the adequacy of the settlement and ensure that: (1) the worker has not been coerced 
or misled; (2) the settlement amount is reasonable in light of the medical evidence and law; (3) all required 
statutory elements are satisfied; and (4) the complete record supports the settlement terms. If the judge has 
concerns about adequacy, the judge must suspend the settlement and request additional documentation or 
evidence before making an approval determination. 

Risk Warnings and Client Decision-Making Framework 

Irreversible Consequences of Settlement Choices 

Finality of Compromise and Release: 

A Compromise and Release settlement is essentially irreversible. Once approved, the worker has released all 
claims against the employer and insurance carrier, including all future workers' compensation benefits and 
medical coverage. The worker cannot later claim additional permanent disability, request additional medical 
care through workers' compensation, or pursue penalties for unjust conduct by the employer or insurer-all 
claims are foreclosed. 

Limited Reopening Rights for Stipulations: 

A Stipulation with Request for Award preserves the worker's right to reopen within five years of the date of 
injury if the condition worsens or new and further disability develops. However, this right is limited: it applies 
only to increases in disability, not to decreases; and it requires affirmative medical evidence that the condition 
has materially changed since the stipulation was approved. 

Risk of Inadequate Compensation 

C&R Underfunding Risk: 

If the worker accepts a C&R settlement that does not adequately account for future medical care needs, and if 
the injury worsens or complications develop, the worker may be forced to pay out-of-pocket for care once the 
lump-sum is exhausted. For serious injuries with uncertain prognosis or high likelihood of future surgery, this 
risk is substantial. 

Lump-Sum Investment Risk: 

Once the worker receives a C&R lump-sum payment, the funds become the worker's personal property and 
are subject to the worker's investment decisions. If the worker invests poorly, spends the funds on non-
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essentials, or becomes subject to creditor claims, the settlement funds may be depleted before anticipated 
medical needs arise. The worker bears full risk of investment performance and financial management. 

Tax and Benefits Implications 

Workers' Compensation Non-Taxability: 

Workers' compensation settlement payments (both C&R and Stips) are not subject to federal or California 
state income tax.[51] However, if the worker is on SSDI and the workers' compensation settlement includes 
future wage replacement component, the SSA may reduce SSDI payments as an offset, which could affect the 
after-tax value of the settlement. 

Medicare Set-Aside Compliance: 

If the worker is on Medicare or will become eligible within 30 months, and the settlement includes future 
medical care funding exceeding $25,000 (or projected future costs exceeding $250,000), CMS requires a 
Medicare Set-Aside arrangement.[24][27] Non-compliance with MSA requirements can result in Medicare 
denying coverage for injury-related care, leaving the worker personally liable for treatment costs. 

Information Requiring Expert Consultation 

Tax Professional Review: 

Before finalizing a settlement, particularly a large C&R with future medical allocations, the worker should 
consult with a tax professional to understand: (1) any SSDI offset implications; (2) whether the settlement 
qualifies for any tax-preferred treatment (e.g., structured settlement annuity); (3) the tax consequences of 
investing the lump-sum; and (4) any state-specific tax implications. 

Medicare Specialist (if Applicable): 

If the worker is on Medicare, a Medicare specialist should review the settlement to confirm: (1) whether MSA 
coverage is required; (2) the adequacy of the MSA amount; (3) Medicare coordination of benefits; and (4) the 
impact on Medicare Advantage or Medigap coverage. 

Vocational Rehabilitation Professional (if Applicable): 

If the worker has significant permanent disability and is considering whether to settle vocational rehabilitation 
benefits for a lump-sum, a vocational rehabilitation counselor should assess: (1) whether the worker is 
medically eligible for VR services; (2) whether the worker has realistic prospects of retraining and return to 
work; and (3) whether $10,000 (the maximum VR settlement amount) is adequate to fund desired retraining 
versus accessing full VR services through the claims administrator. 

Appendices 

Appendix A: Statutory Text of Key Labor Code Sections 

Labor Code Section 5000: Limitations and Compromise Right 

"No contract, rule, or regulation shall exempt the employer from liability for the compensation fixed by this 
division, but nothing in this division shall: (a) Impair the right of the parties interested to compromise, subject 
to the provisions herein contained, any liability which is claimed to exist under this division on account of 
injury or death."[10][11] 

Labor Code Section 5001: Validity and Approval Requirement 

"Compensation is the measure of the responsibility which the employer has assumed for injuries or deaths 
which occur to employees in his employment when subject to this division. No release of liability or 
compromise agreement is valid unless it is approved by the appeals board or referee."[11][58] 

Labor Code Section 5002: Filing and Award-Based Approval 

"A copy of the release or compromise agreement signed by both parties shall forthwith be filed with the 
appeals board. Upon filing with and approval by the appeals board, it may, without notice, of its own motion 
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or on the application of either party, enter its award based upon the release or compromise 
agreement."[11][11] 

Labor Code Section 5003: Required Form and Content 

"Every release or compromise agreement shall be in writing and duly executed, and the signature of the 
employee or other beneficiary shall be attested by two disinterested witnesses or acknowledged before a 
notary public. The document shall specify: (a) The date of the accident. (b) The date of the injury. (c) The 
average weekly wage of the employee. (d) The approximate period of the temporary disability. (e) The 
earnings of the employee subsequent to the injury. (f) The condition of the employee at the time of the 
settlement. (g) The nature of the injury."[11][11] 

Labor Code Section 4660: Permanent Disability Determination 

"In determining the percentages of permanent disability, account shall be taken of the nature of the physical 
injury or disfigurement, the occupation of the injured employee, and his or her age at the time of the injury, 
consideration being given to an employee's diminished future earning capacity."[28] 

Labor Code Section 4663: Apportionment of Permanent Disability 

"Apportionment of permanent disability shall be based on causation. Any physician who prepares a report 
addressing the issue of permanent disability due to a claimed industrial injury shall in that report address the 
issue of causation and shall apportion the permanent disability between the portions caused by the industrial 
injury and those caused by other factors, both before and subsequent to the industrial injury."[59] 

Appendix B: Regulatory Text of Key WCAB Rules 

8 CCR Section 10700: Approval of Settlements 

"(a) When filing a Compromise and Release or a Stipulations with Request for Award, the filing party shall 
file all agreed medical evaluator reports, qualified medical evaluator reports, treating physician reports, and 
any other that are relevant to a determination of the adequacy of the Compromise and Release or Stipulations 
with Request for Award that have not been filed previously. 

(b) The Workers' Compensation Appeals Board shall inquire into the adequacy of all Compromise and 
Release agreements and Stipulations with Request for Award, and may set the matter for hearing to take 
evidence when necessary to determine whether the agreement should be approved or disapproved, or issue 
findings and awards. 

(c) Agreements that provide for the payment of less than the full amount of compensation due or to become 
due and undertake to release the employer from all future liability will be approved only where it appears that 
a reasonable doubt exists as to the rights of the parties or that approval is in the best interest of the 
parties."[14] 

8 CCR Section 10759: Mandatory Settlement Conferences 

"(a) In accordance with Labor Code section 5502, the workers 
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