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ANTITRUST NOTICE

As members of the Workers’ Compensation Insurance Rating Bureau of California (WCIRB) and
their agents, you are bound, when involved in presentations, meetings or other activities of the
WCIRB, to limit your actions (and discussions other than social ones) to matters relating to the
business of the WCIRB. Matters that do not relate directly to WCIRB business should be
avoided. Members and their agents should particularly avoid discussions or conduct that could
be construed as intended to affect competition (or access to markets). Thus, as members and
their agents, you should not discuss or pursue the business interests of individual insurers or
others, including, in particular, the plans of individual members involving, or the possibility or

desirability of (a) raising, lowering, or stabilizing prices (premiums or commissions); (b) doing : ... = T —

business or refusing to do business with particular, or classes of, insurers, reinsurers, agents, e —

brokers, or insureds, or in particular locales; or (c) potential actions that would affect the -'- —

availability of products or service either generally or in specific markets or locales. - :- ] ﬁ Y —
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NOTICE & COPYRIGHT i ; y WO i s

This presentation was developed by the Workers' Compensation Insurance Rating Bureau of 1 f ;.' 5 A - ':

California (WCIRB) for informational purposes only. The WCIRB shall not be liable for any ! | d t =
damages of any kind, whether direct, indirect, incidental, punitive or consequential, arising from i - -

the use, inability to use, or reliance upon information provided in this presentation. . - £ wr

: il

© 2020 Workers’ Compensation Insurance Rating Bureau of California. All rights reserved.

No part of this work may be reproduced or transmitted in any form or by any means, electronic
or mechanical, including, without limitation, photocopying and recording, or by any information
storage or retrieval system without the prior written permission of the Workers’ Compensation
Insurance Rating Bureau of California (WCIRB), unless such copying is expressly permitted by
federal copyright law. No copyright is claimed in the test of statutes and regulations quoted
within this work.

Each WCIRB member company (Company) is authorized to reproduce any part of this work
solely for the purpose of transacting workers’ compensation insurance. This reproduction right
does not include the right to make any part of this work available on any website or on any form
of social media.

Workers’ Compensation Insurance Rating Bureau of California, WCIRB, WCIRB California,
WCIRB Connect, WCIRB CompEssentials, X-Mod Direct, eSCAD, Comprehensive Risk
Summary, X-Mods and More and the WCIRB California logo (WCIRB Marks) are registered
trademarks or service marks of the WCIRB. WCIRB Marks may not be displayed or used in any
manner without the WCIRB's prior written permission. Any permitted copying of this work must -
maintain any and all trademarks and/or service marks on all copies. . : =

To seek permission to use any of the WCIRB Marks or any copyrighted material, please contact
the Workers’ Compensation Insurance Rating Bureau of California at

customerservice@wcirb.com. - i wcl RB el "
T California
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California Department of Insurance Public Hearing
WCIRB January 1, 2021 Pure Premium Rate Filing

Presentation Agenda

O Opening Remarks
@ 1/1/2021 Pure Premium Rate Filing — Executive Summary

@ 1/1/2021Pure Premium Rate Filing — Non-COVID-19 Claim Cost Projection

@ 1/1/2021 Pure Premium Rate Filing — COVID-19 Claim Cost Projection

O Advisory Pure Premium Rate Comparison

wGl RBCaIifornia®
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January 1, 2021 Pure Premium Rate Filing

Key considerations

) 1/1/2021 Indicated Average
Pre-Pandemic Development & 5 Pure Premium Rate:
Claim Settlement = ($1.50 excluding COVID-19 claim projection)
i 1/1/2020 Average Approved
Impact of Economic Slowdown = Pure Premium Rate:
: oy 0 1/1/2021 Indicated Advisory
Severity Growth Projections +2 . 6 /o Pure Premium Rate Change:
= Recommended Methodologies Generally Consistent with

COVID-19 Claim Cost Projection 1/1/2020 Filing
» Reflects March 31, 2020 Loss Experience

= June 30 Experience Significantly Distorted by Pandemic and
Stay-at-Home Orders

= COVID-19 Projection Re-Evaluated Post-SB 1159
- Overall Estimated COVID-19 Impact Unchanged

- Proposed Classification Pure Premium Rate Adjustments
Refined in Amended Filing

wGl RBCaIifornia® 3
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Declining Average Advisory Pure Premium Rates — Moderating Trends
January 1, 2021 Pure Premium Rate Filing | WCIRB Executive Summary

Rate per $100 of payroll

$3.00

2.88
$2.53
12%
$2.27
. B 10%
‘ $2.03
$2.00 110/0
4 1.67
18%
‘o $1.52 $1.50 $1.56
9% 1% 4%
$1.00

Approved 1/1/15  Approved 1/1/16  Approved 1/1/17  Approved 1/1/18  Approved 1/1/19  Approved 1/1/20 Indicated 1/1/21 WCIRB Proposed
(ex COVID) 11/21
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wcl Rncalifopnia® Sources: WCIRB pure premium rate filings and CDI rate decisions. Rates have been restated based on the most currently available payroll weights and does not reflect the payroll 4
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Principal Drivers of Indicated January 1, 2021 Pure Premium Rate Change
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Loss Development Trends Moderating
Projected Ultimate Medical Loss Ratios
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Claims Settlement Rate Increases Moderating
Quarterly Incremental Claim Settlement Rates
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Impact of Economic Slowdown
Annual Change In California Unemployment Rate
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Impact of Economic Slowdown

Accident Year 2020 Indemnity Claim Frequency Projections (ex. COVID-19)

5%
0%
-3%
-5%
-10%
-“11%
-15%
Pre-COVID-19 WCIRB Projection Updated Economic Data &

No Adjustment in Proportion of
Cumulative Trauma (CT) Claims

wcl RBCaIifornia®

Objective. Trusted.Integral. Sources: BLS Data and UCLA forecast. All projections exclude the impact of shifts in industrial mix.

~71%

Updated Economic Data &
Change in Proportion of
CT Claims Comparable to
Last 2 Recessions
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Severity Growth Projections
Projected Changes in On-Level Indemnity Severity
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Severity Growth Projections
Projected Changes in On-Level Medical Severity
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COVID-19 Claim Cost Projection
Projected 2020 COVID-19 Deaths and Hospitalizations — September Re-Evaluation
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wGI Rncalifornia® Source: CDC COVID-NET, COVID Tracking Project. Reported-to-date death count is as of September 3, 2020, while the report-to-date hospitalizations is as of August 22, 2020 from CDC. 12 L’CU

The approximate two-week lag between hospitalizations and deaths is consistent with published sources.
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COVID-19 Claim Cost Projection
Senate Bill No. 1159

SB 1159 passed
the Legislature on
August 31

Includes presumption for
COVID-19 claims somewhat

similar to Governor’s May 6
Executive Order

Claims for COVID-19
may still be filed
without a presumption

wGIRBCaIifornia®
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Presumption applies for
health care workers
and first responders

For all other employers, presumption
applies if there is an “outbreak” of:

4 or more || 4% or more
employees with f of workers with
COVID-19 g COVID-19
(<100 employees) g (>100 employees)
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COVID-19 Claim Cost Projection

Filed Workers’ Compensation Claims Relative to California COVID-19 Infections

300,000 294,158
Filed WC Claims
m California COVID-19 Infections
200,000
175,525
120,039
100,000
60,614
o
3,043 10’828 7,850 13,996
0
Pre-Presumption Period Executive Order Presumption Initial Post-Presumption Period @ Subsequent Post-Presumption
(through 5/14) Period (5/15 - 7/8) (7/9 - 7/123) Period (7/24 - 8/28)

wcl RBCaIifornia® 14

Objective. Trusted.Integral. Sources: DWC and COVID Tracking Project. Infection counts reflect data 7 days prior to the DWC claim counts to reflect the typical delays in workers’ compensation claim filings.
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COVID-19 Claim Cost Projection

Estimated Proportion of Workers’ Compensation Claims Filed — September Re-Evaluation
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wcl Rncalifopnia® Sources: COVID Tracking Project as of August 9, 2020 adjusted for the test reporting lag in early August (adjusted to working age population). CDC (COVID-NET) as of 15 L’U

August 15, 2020. COVID-19 hospitalizations often lag a week behind COVID-19 infections. Division of Workers’ Compensation First Report of Injury claims as of August 23, 2020.
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COVID-19 Claim Cost Projection
Estimated Average Cost of COVID-19 Claim by Type of Claim
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COVID-19 Claim Cost Projection
Projected COVID-19 Losses and LAE by Accident Year — September Re-Evaluation

Overall Estimated Impact of COVID-19 Claims on 1/1/2021 — 8/31/2021 Polices: 4%, or $0.06 per $100 of Payroll é
2

$800 o
$740 %

(@)

O

£

©

O

$600 $560 9

Q

S 5400 2
= =
Q ()]
= =
= $250 o
a £
3

$200 £

(<))

a

o

&

$0 g
Accident Year 2020 Accident Year 2021 Accident Year 2022 i

g

c

NGIRBCaIifornia® - s

Objective.Trusted.Integral.



COVID-19 Claim Cost Projection
Industry COVID-19 Claim Count to Payroll Relativities — September Re-Evaluation

Ratio of COVID-19 Claim Count to Payroll
Relative to Statewide

62 - Health Care and Social Assistance

11 - Agriculture, Forestry, Fishing and Hunting

72 - Accommodation and Food Services

48 - Transportation and Warehousing

44 - Retail Trade

92 - Public Administration

81 - Other Services (except Public Administration)
22 - Utilities

31 - Manufacturing

61 - Educational Services

23 - Construction

42 - Wholesale Trade

56 - Administrative and Support and Waste Management and Remediation Services
53 - Real Estate and Rental and Leasing

71 - Arts, Entertainment, and Recreation

21 - Mining, Quarrying, and Oil and Gas Extraction
8810 - Clerical

52 - Finance and Insurance

8742 - Outside Sales

54 - Professional, Scientific, and Technical Services

51 - Information

55 - Management of Companies and Enterprises

0% 100% 200% 300% 400% 500% 600%
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Objective.Trusted.Integral. Sources: DWC, BLS and UCLA.
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COVID-19 Claim Cost Projection
Market Share and COVID-19 Claim Count to Payroll Relativities
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wGI RBCa“fopnia@ Sources: DWC, BLS and UCLA. Exposures by classification are adjusted for forecast 2020 changes in employment. 19 L’:C:
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Indicated Average Advisory Pure Premium Rates :
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wcirb.com
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1221 Broadway, Suite 900
Oakland, CA 94612
888.CA.WCIRB (888.229.2472)

© 2020 Workers’ Compensation Insurance Rating Bureau of California. All rights reserved.
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