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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.

© 2018 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 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.
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Summary of June 30, 2018 Experience

Almost 100% of market reflected

Same methodologies as in 1/1/2019 Filing

Projected policy year 2019 loss ratio: 0.577

1 point decrease from 1/1/2019 Filing projection (0.588) driven by lower loss development
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Cumulative Incurred Development from 12 to 108 Months

As of June 30, 2018
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Cumulative Paid Development from 12 to 108 Months

As of June 30, 2018
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Cumulative Incurred Development from 108 to 228 Months

As of June 30, 2018
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Cumulative Paid Development from 108 to 228 Months

As of June 30, 2018
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Cumulative Incurred Development from 228 to 360 Months

As of June 30, 2018
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Cumulative Paid Development from 228 to 360 Months

As of June 30, 2018
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Change in Projected Medical Development Factor
3/31/2018 to 6/30/2018 Experience
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(3-Year Avg. Paid)

Source: WCIRB aggregate financial data
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Projected Ultimate Indemnity Loss Ratios (Exhibit 3.1)

As of June 30, 2018
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Projected Ultimate Medical Loss Ratios (Exhibit 3.2)

As of June 30, 2018
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Ultimate Indemnity Claim Settlement Ratios (Exhibit 11.2)

As of June 30, 2018
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Projected Changes in Indemnity Claim Frequency (Exhibits 6.1 & 12)

As of June 30, 2018
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Projected Changes in On-Level Indemnity Severity (Exhibit 6.2)

As of June 30, 2018
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Projected Changes in On-Level Medical Severity (Exhibit 6.4)

As of June 30, 2018
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Objective Trusted.Integral. Source: WCIRB aggregate financial data and projections. Excludes MCCP costs.
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Ultimate Medical per Indemnity Claim (Exhibits 6.3 & 6.4)

As of June 30, 2018
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Source: WCIRB aggregate financial data and projections. Includes MCCP costs in all years for consistency.
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Projected On-Level Indemnity Loss Ratios (Exhibit 7.1)

As of June 30, 2018
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Source: WCIRB aggregate financial data and projections
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Projected On-Level Medical Loss Ratios (Exhibit 7.3)

As of June 30, 2018
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Percentage of Indemnity Claims that are CT
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Percentage of Claims Unreported
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Number of Years until 98% of Claims are Reported
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Objective Trusted.Integral. Source: WCIRB unit statistical data and data provided by the NCCI and independent rating bureaus




Percentage of Indemnity Claims that are CT
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Objective Trusted.Integral. Source: WCIRB unit statistical data at first report level. Region is based on the zip code reported on the California workers’ compensation policy.
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Cumulative Trauma by NAICS Industry by Region at 15t Report Level
Construction
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Cumulative Trauma by NAICS Industry by Region at 15t Report Level
Manufacturing

100.0% - : : :
O Percentage of Statewide Indemnity Claims Los Angeles
. 0 -
80.0% - Remainder of CA
70.0% - 60% ©O4”° 62% Gow 61% 62% 61% 61% 61% 63% 63% 64% 63%
£0.0% - 58% 5goy 549 55% 57% 57% 57% 58% 0 0 59% 59% — . B
50.0% -
40.0% -
op 44% 46% 45% 4305 43% 43% 49
30.0% | 42% 42%  40% o, 38% 40% 41% 41% 3905 380, 39% 39% 39% 3796 3706 369 37%
20.0% -
10.0% -
OO% I I I I I I I I I I I I I I T T T T T T T T 1
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
25.0% - : , , ,
’ Cumulative Trauma to Indemnity Claims Ratio =#=Lo0s Angeles 20% 22% 22% 2394
(0]
Remainder of CA
[0) _
20.0% 17%
14% 149% 14% 14% 15% 14%
15.0% - 13% 13% 13% i : 12% 1296 e >
X - 7
10.0% N 12% ) 3 E
11% 1% 109 10% 10% 10% 10% 1% 1096 10% 10% 10% =
9 9% 80 9% 9% 9% °
5.0% - 8% 8% 8% 8% 0 8% O
o
-
0.0% I I I I I I I I I I I I I I I T T T T T T T 1 E
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 =
)
Accident Year =
oy
-
WGCIRBcaiiorni= ;
California 27 o

Objective Trusted.Integral. Source: WCIRB unit statistical data




Cumulative Trauma by NAICS Industry by Region at 15t Report Level
Finance & Insurance
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Cumulative Trauma by NAICS Industry by Region at 15t Report Level
Real Estate
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Cumulative Trauma by NAICS Industry by Region at 15t Report Level
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Cumulative Trauma by NAICS Industry by Region at 15t Report Level
Administrative
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Cumulative Trauma by NAICS Industry by Region at 15t Report Level

Hospitality
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Cumulative Trauma by NAICS Industry by Region at 15t Report Level
Other Services
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Cumulative Trauma by NAICS Industry by Region at 15t Report Level
Outside Sales & Clerical
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Source: WCIRB unit statistical data
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Percentage of Cumulative Indemnity Claims at 15t Report Level by
Region and Average Weekly Wage
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Objective Trusted.Integral. Source: WCIRB unit statistical data




Characteristics of CT Claims from Survey Data
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Objective Trusted.Integral. Source: WCIRB claim surveys of claims aged 1-2 years
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Post-Survey CT Claim Development
Post-Termination Claims for Accident Years 2012-2014
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Objective Trusted.Integral. Source: WCIRB unit statistical data. Latest is 3 through 5% report levels.




Post-Survey CT Claim Development
Denied Claims for Accident Years 2012-2014
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Objective Trusted.Integral. Source: WCIRB unit statistical data. Latest is 3™ through 5™ report levels. “Partially Denied” = at least one body part was accepted.




Post-Survey CT Claim Development
Claims with Specific Component for Accident Years 2012-2014
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Objective Trusted.Integral. Source: WCIRB unit statistical data. Latest is 3 through 5% report levels.




Post-Survey CT Claim Development
Claims with Specific Component for Accident Years 2007-2010
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Objective.Trusted.Integral. Source: WCIRB unit statistical data. Latest is 7' through 9t report levels.




Post-Survey CT Claim Development
Represented Claims for Accident Years 2012-2014
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Objective Trusted.Integral. Source: WCIRB unit statistical data. Latest is 3 through 5% report levels.
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Post-Survey CT Claim Development
Represented Claims for Accident Years 2007-2010
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Objective.Trusted.Integral. Source: WCIRB unit statistical data. Latest is 7' through 9t report levels.




Changes in Indemnity Claim Frequency
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Objective Trusted.Integral. Source: WCIRB projections based on unit statistical data. NCCI information based on the 2018 State of the Line Guide




Indemnity Age-to-Age Development

1.80

1.60

1.40

1.20

1.00

2.50

2.20

1.90

1.60

1.30

1.00

1.69 Incurred on CT Claims Incurred on Non-CT Claims
1.42
1.29
4
1.16
1.16 ' 1.12
1.13 1.08 _
1.05 0 LAl 1.03 1.02
. 1.03 1.02 1.02 101 1.01
1to?2 2103 3to4 4t05 5t06 6to7 7108 8t09 91t0 10
2 62
Paid on CT Claims Paid on Non-CT Claims
1.92
1.61
1.36 = 1.18 13
1.18 = : 1.10 1.07 1.06 1.04
. 1.07 1.05 1.04 103 102
1to 2 2103 3to4 4t05 5t0 6 6to7 7108 8to 9 91to0 10

wcl RBCaIifor'nia®

Objective.Trusted.Integral.

Source: WCIRB unit statistical data based on 6-year average selections
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Medical Age-to-Age Development
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Objective.Trusted.Integral.

Source: WCIRB unit statistical data based on 6-year average selections
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ALAE Age-to-Age Development
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Objective.Trusted.Integral.

Source: WCIRB unit statistical data based on 6-year average selections
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Indemnity Severity Comparison
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Objective Trusted.Integral. Source: WCIRB unit statistical data




Medical Severity Comparison
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Objective.Trusted.Integral. Source: WCIRB unit statistical data




Proportion of Medical Services Paid on CT Claims as a Percentage of
Total Paid
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Objective Trusted.Integral. Source: WCIRB medical transaction data for calendar years 2013 to 2017




Medical-Legal Cost Trends
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Lien Filings
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Objective Trusted.Integral. Source: WCIRB unit statistical data for policy years 2013 to 2015. Lien filing percentages are estimated based on approximately 12,000 DWC liens linked to unit statistical claims data.
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Top Seven Diaghoses
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Objective.Trusted.Integral. Source: WCIRB medical transaction data for calendar/accident years 2013-2016 based on primary ICD code.
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Share of Total Medical Payments by Service Type
Accident Years 2013 to 2016 at 15 Development Year

Physician Services ®mPharmaceuticals ®Inpatient  Outpatient mHCPCS  Medical Legal = Medical Lien

LA REGION CT CLAIMS 72 2 5 8 1

LA REGION NON-CT CLAIMS 67 11 8

OTHER REGION NON-CT CLAIMS 62 14 13
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Objective. Trusted. Integral. Source: WCIRB unit statistical and medical transaction data. Includes medical-only payments.




Share of Total Medical Payments by Service Type
Accident Years 2009 to 2012 at 5t" Development Year

Physician Services mPharmaceuticals ®Inpatient  Outpatient mHCPCS  Medical Legal = Medical Lien

LA REGION CT CLAIMS 24 .I 3 I 23
LA REGION NON-CT CLAIMS 28 .. 6 I

10

OTHER REGION NON-CT CLAIMS 33 20
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Objective Trusted.Integral. Source: WCIRB unit statistical and medical transaction data. Includes medical-only payments.




Share of Total Medical Payments by Service Type
Accident Years 2004 to 2007 at 10" Development Year

Physician Services mPharmaceuticals ®Inpatient  Outpatient mHCPCS  Medical Legal = Medical Lien
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Objective Trusted.Integral. Source: WCIRB unit statistical and medical transaction data. Includes medical-only payments.




Share of Total Medical Payments by Provider Type
Accident Years 2013 to 2016 at 15t Development Year

m Hospital m Specialist/MD Physical Medicine Surgeon Psychiatric
ASC ® Pharmacist ®m DME Provider m Other

LA REGION CT CLAIMS 9 )
LA REGION NON-CT CLAIMS 20 70
OTHER REGION NON-CT CLAIMS 17 6 05
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Objective Trusted.Integral. Source: WCIRB unit statistical and medical transaction data. Includes medical-only payments.




Share of Total Medical Payments by Provider Type
Accident Years 2009 to 2012 at 5t" Development Year

m Hospital m Specialist/MD Physical Medicine Surgeon Psychiatric
ASC ®m Pharmacist = DME Provider ® Home Health m Other
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Objective Trusted.Integral. Source: WCIRB unit statistical and medical transaction data. Includes medical-only payments.




Share of Total Medical Payments by Provider Type
Accident Years 2004 to 2007 at 10" Development Year
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Objective Trusted.Integral. Source: WCIRB unit statistical and medical transaction data. Includes medical-only payments.




Share of Total Medical Services Paid by Age and Service Type
Pharmaceuticals

As of December 31, 2017
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Objective Trusted.Integral. Source: WCIRB medical transaction and unit statistical data




Share of Total Medical Services Paid by Age and Service Type
Physician Services

As of December 31, 2017
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Objective. Trusted. Integral. Source: WCIRB medical transaction and unit statistical data
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Share of Total Medical Services Paid by Age and Service Type
Medical-Legal

As of December 31, 2017
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Objective. Trusted. Integral. Source: WCIRB medical transaction and unit statistical data




Share of Total Medical Services Paid by Age and Service Type
Liens

As of December 31, 2017
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Objective. Trusted. Integral. Source: WCIRB medical transaction and unit statistical data




Projected Ultimate ALAE Severities — Private Insurers
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Objective.Trusted.Integral.

Source: WCIRB aggregate financial data and unit statistical data. Excludes medical-only claims and medical cost containment program costs.
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Percent of Ultimate Indemnity Claims Closed at 18 Months
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Objective Trusted.Integral.

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Accident Year

64

Source: WCIRB unit statistical data at first report level
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Percent of Indemnity Claims Open at 60 Months
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Objective Trusted.Integral. Source: WCIRB aggregate financial data and unit statistical data. Median state based on data provided by NCCI and other independent rating bureaus.

>
S
2
0p)
£
<
@)
©
S
=
©
|_
o
=
ks
=
£
=
@)




Indicated Average Advisory Pure Premium Rates
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Objective Trusted.Integral. Source: WCIRB pure premium rate filings and projections. Rates are per $100 of payroll and adjusted to a common industry mix.
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