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NOTICE & COPYRIGHT

This presentation was developed by the Workers' Compensation Insurance Rating Bureau of
California (WCIRB) for informational purposes only. The WCIRB shall not be liable for any
damages of any kind, whether direct, indirect, incidental, punitive or consequential, arising from
the use, inability to use, or reliance upon information provided in this presentation.

© 2023 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 in
this copyright notice or by federal copyright law. No copyright is claimed in the text of statutes

and regulations quoted within this work.

Each WCIRB member company, including any registered third party entities, (Company) is
authorized to reproduce any part of this work solely for the following purposes in connection
with the transaction of workers’ compensation insurance: (1) as necessary in connection with
Company'’s required filings with the California Department of Insurance; (2) to incorporate
portions of this work, as necessary, into Company manuals distributed at no charge only to
Company employees; and (3) to the extent reasonably necessary for the training of Company
personnel. Each Company and all agents and brokers licensed to transact workers’
compensation insurance in the state of California are authorized to physically reproduce any
part of this work for issuance to a prospective or current policyholder upon request at no charge
solely for the purpose of transacting workers’ compensation insurance and for no other
purpose. This reproduction right does not include the right to make any part of this work
available on any website or any form of social media.

Workers’ Compensation Insurance Rating Bureau of California, WCIRB, WCIRB California,
WCIRB Connect, WCIRB Inquiry, WCIRB CompEssentials, X-Mod Direct, eSCAD,
Comprehensive Risk Summary, X-Mods and More, Annual Business Comparative 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 WCIRB at customerservice@wecirb.com.

Presentation Summary

1. Opening Remarks

2. Executive Summary

3. Key Actuarial Methodologies

4. COVID-19 Claim Cost Projection

5. Advisory Pure Premium Rate Comparison

WCIRBc. i

Objective. Trusted. Integral.



0000

Opening
Remarks

WCIRB:.io
California
Obijective. Trusted. Integral.




Background & Underlying Environment

Pre-Pandemic Period Endemic Period

* Reforms kept medical costs low « COVID-19 claim costs dropping

» Frequency declined at modest levels * Modest non-COVID-19 frequency and
« Nine consecutive pure premium rate severity growth trends

decreases totaled 40% (1/1/15 - 1/1/20) * 0% average 9/1/2022 advisory pure
premium rate change

Pandemic Period

« Major impacts on employment, wages, medical delivery,
claim frequency, etc.

200,000 COVID-19 claims filed
Non-COVID-19 claim frequency fluctuated widely
» Required significant ratemaking methodology adjustments

Two additional pure premium rate decreases (1/1/2021 and
9/1/2021)
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Average Advisory Pure Premium Rates

The WCIRB proposes and the Commissioner adopts a set of advisory pure premium rates
for each of approximately 500 classifications.

$2 The average of those rates depends on the size (payroll) of each classification.

$1.45 $1.50

(0.3%
increase)
$1
$0
Approved 9/1/2022 Approved 9/1/2022 Proposed 9/1/2023
Based on PY 2019 Based on PY 2020 Based on 2020
Class Weights Class Weights Class Weights
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Big 4 Cost Driver Considerations —

Loss Development

= Significant reserve reductions on
older years driving differences in
paid and incurred projections

= Unlikely to be sustained over
long-term

Permanent Disability Claims

» Permanent disability claims as a
share of indemnity claims at
historical low

= Unclear if trend will continue or
revert to historical level

WCIRBCaIifornia“‘

9/1/2023 Filing

Claim Frequency

= Moderation of long-term rate of
decline

» | atest 15-year pattern is different
than the prior 15-year history

Utilization of Medical Services

= Medical utilization has declined over
the last decade

= Utilization declines have largely offset
increases in cost per service

= Unlikely to be sustained over long
term
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Advisory Pure Premium Rate Level — Where are we today?

Cumulative Pure Premium Rate Change

0
Since 2015 (11 Decreases) ) -91%
‘\
!
CDI 9_/1/2022 Approved Average Pure ] $1 50
Premium Rate I'
|
WCIRB 9/1/2023 Proposed Average Pure ' +0.3%

|
Premium Rate Change II
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Drivers of Change in Average Advisory Pure Premium Rate

5% )
|
9/1/2022 \ 9/1/2023
WCIRB \\ WCIRB
Filed - i Filed
% = i +0.3%
+6.9% |~ = r 0.9
(Excluding COVID-19) -0.5% -0.6% l'
-1.5% |
-2.0% |
-2.5%
|
|
-5% I
Loss and LAE Updated Updated AY 2022 Impact of Updated
Development Wage Frequency Emergence Updated Experience
from 12/31/2021 Level Trend & Additional LAE Rating Off-
to 12/31/2022 Forecast Year of Trend Balance
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Accident Year 2022 Emerging Favorably

Projected Ultimate AY 2022 Loss Ratio Estimated 2022 Frequency and Loss Severity Change
m 9/1/2022 Filing m9/1/2023 Filing

5%
0% 68%

64% - 3.4%

2.7%

60%
3%

1.5%

2%
50%

%

1
L
40% A% -0.2%

9/1/2022 Filing 9/1/2023 Filing Claim Frequency Average Claim Severity

Source: September 1, 2022 and September 1, 2023 Pure Premium Rate Filings.
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WCIRB Study Supports Paid Loss Development Method

Both paid and Incurred method (Adjusted) paid
incurred methods exhibited greater development
exhibited stability volatility across exhibited stability

across earlier later development across later

development periods periods development
periods
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Paid Development More Stable than Incurred
«@=Change in Medical Case Reserves

$1,000
«@=Change in Incremental Paid Medical

$500

$0

$Millions

-$500

2016 2017 2018 2019 2020 2021 2022

-$1,000
2011 2012 2013 2014 2015

2006 2007 2008 2009 2010

Calendar Year

Source: WCIRB aggregate financial data
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Indemnity Claims Per 1,000 Employees

50
9.0 WCIRB projected annual
40 frequency change in
9/1/2023 filing is -1.2%
3‘ 30
g
2 ) 13% Decline (1% Annually)
é 2.3 14.3 —
10 . 122 13.4 1341
0

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2016 2017 2018 2019 2020 2021 2022
Accident Year

Source: WCIRB aggregate financial data calls and unit statistical data. Excludes COVID-19 claims.
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Permanent Disability Claim Share Trending Down

® Permanent Indemnity Temporary Indemnity
. O B B EXd EYd EA EA B D
48% 48% I 46% [l 46
° 44%
40%
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021*

Source: WCIRB unit statistical data excluding COVID-19 claims. .. * Accident year 2021 experience is partial in that it only reflects experience from policy year 2020.
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Medical Payments Span a Long Duration (PY 2024)

As of December 31, 2022

>50% of Total Medical
Paid in 2025-2028

20%
18%  18%
>20% of Total
Medical Paid in
13% 2034 or Later
1%
10% 9%
7%
6% 6%
4% 4%
2% 2% 2%
0%
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034-2038 2039-2043 2044 &

Source: WCIRB aggregate financial data and projections of paid medical
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Medical Severity Decreased Only After Latest Reforms

Post.-SB 899 Reform Post-SB 863 Period
640,000 P(Erlod (2005-2011) (2017-2022)
, 4% Annual Trend 2% Annual Trend

Post-Minniear Period
(1995-2002)

k7 13% Annual Trend
8 $30,000
£ Post-1989 Reform Act
) (1990-1995)
g 8% Annual Trend SB 863 Period
g $20,000 (2011-2017)
o SB 899 Reform Period -4% Annual Trend WCIRB Projected
z’. (2002-2005) Annual Trend in
-3% Annual Trend 9/1/2023 Filing is 1.8%
$10,000
$0

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
Accident Year

Source: WCIRB aggregate financial data and projections as of December 31, 2022. Includes MCCP costs in all years for consistency.
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Percent Change in Medical Services Cost per Claim

As of February 7, 2023

20% 2 7 o/o

Paid per Transaction
(Cumulative)

-34%

Transaction per Claim
(Cumulative)

«®» Paid per Transaction «®» Transactions per Claim

0%
-16%
o
Paid per Claim
(Cumulative)
-20%

2013H2 2014 2015 2016 2017 2018 2019 2020 2021 2022

Service Year

Source: WCIRB medical transaction data (collection started 3Q 2012). COVID-19 claims were excluded from the analysis.
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2023 Medicare Fee Schedules Are Rising With Inflation

» Estimated Impact of Fee Schedule Changes

2.8%
2022 2023
2%
1.4%
o, 0,
1% 0.8% 0.8% 0.9%
0.5%
0, o,
0.4% 0.3% 0.4%
0.1%

0%

Inpatient Outpatient/ASC Physician DME/POS Total All Schedules

California Workers’ Compensation Medical Fee Schedule

Source: WCIRB medical transaction data and Medicare-based fee schedule values adopted by the DWC.
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Share of COVID-19 Claims is Stable Post Omicron Surge

As of March 7, 2023

40%
35%
32%
0
£
S
(&
2
'c
g .
S 20% D °
S 15% .
2 °
©
f’ °
°
°
D 5%
o 0% o
°

0% -’ o
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Source: SROI records from WCIRB indemnity transaction data with MTC dates through February 28,2023
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COVID-19 Claims Cost Less on Average than Non-COVID

50,000

45,930 ENon-COVID-19 Claims m®mCOVID-19 Claims
S
40,000 39,123
. _
g 57 A) 29,726
S 30,000 0 ,
5 Lower 64%
(7)) I
i Lower
£ 19 851 o
§ 20,000 89 /o
g ladio Lower
[)
2 10,000

AY 2020 AY 2021 AY 2022

Source: WCIRB aggregate financial calls. .
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Projected Share of COVID-19 Ultimate Loss and LAE Costs

0,
10% = COVID-19 % of Total Ultimate Incurred Losses & LAE
5.1% WCIRB 9/1/2023 Filing
5% ~ Includes No Provision
0
for COVID-19 Costs
1.6%
0.6%
0.2%
0% I
2020* 2021 2022 3/1/2022 - 2/28/2023
Accident Period Preliminary

Source: WCIRB aggregate financial calls. * Percent of indemnity claims for AY 2020 only reflects the April through December time period.
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Comparison of Average Advisory Pure Premium Rates

$2
$1.50 $1.50
(updated from $1.45) (0.3% increase) $1.39
(7.3% decrease)
$1
$0

Approved 9/1/2022 WCIRB 9/1/2023 Filing Bickmore 9/1/2023

WCI RBCallfornla Advisory Pure Premium Rate Comparison

bjective. Trusted. Integral.




Fa——— ‘h‘\ s
- T y . N ¢ van o B —d
. i w [N We AR A T et e ST, T ——
w . e R P
» e S s | %

- r--‘,,-':fi; " - : &.am. - 301 Bt SR 10 - | v
. LLEEECIL PO g0 05 = - . =, C e T ia B L . Cr i
B o e e e — - : o vers B Wi Se— . ~ =Rt e bt s, - o NN w e
- S P e 1y p T e o i, W e i : i o — oy ML .
A L om -» - A i s i 3 —_— - T - T
e A 2.3 3 NEIE Ly gum RRel - { wunm 4 = P .| R - e o2 i s wmar it )
s R 448 e S LT ST VIR ey P B W e = e T i " i A il P o ; : S e o
-4 L. R ] el N - i R CT 4 K NP R W " gy g ST s . a -
= % 1 H‘ﬂ\__u-;‘-u T e - - e e uE @ : . AR R Farwl w0 ¢ 0 A » ;'e..: T R S e e “ L snem (23
—— es " ma L rami e _;;;v;;, : L aﬂurg—' =l 3 ¢ C Ve B ] W e oSS W - . A Ay I Tt M E il
S T s - oy ‘ _, i PO i S e
@ " g; - il T R A . .
..... -u J: b by ': L) .

Bl
| Il [t ﬁ ‘m l’

uu, .w ”n ““'W
l |U "
“ ‘M \ t\!whi‘ﬂ\\\ﬂm ki

WCIrb.com

\bl

WCI RBCallfornla“"
@ Objective. Trusted. Integral.
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