
 

 

 

Actuarial Committee 

 

Meeting Agenda  

 

 

Date Time  Location Staff Contact 

March 18, 2019 9:30 AM WCIRB California David M. Bellusci 

  1221 Broadway, Suite 900 

  Oakland, CA 

1221 Broadway, Suite 900 • Oakland, CA 94612 • 415.777.0777 • Fax 415.778.7007 • www.wcirb.com • wcirb@wcirb.com 

 
Released: March 11, 2019 

 

 

Antitrust Notice 

As members of the Workers’ Compensation Insurance Rating Bureau of California, you are bound, when involved in meetings or 

other activities of the WCIRB California, to limit your actions (and discussions other than social ones) to matters relating to the 

business of the WCIRB California. Matters that do not relate directly to WCIRB California business should be avoided. Members 

should particularly avoid discussions or conduct that could be construed as intended to affect competition (or access to markets). 

Thus, as members, 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 business or refusing to do business with particular, or classes of, insurers, reinsurers, agents, 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. 
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To Members of the Actuarial Committee, WCIRB Members and All Interested Parties: 
 
 
I. Approval of Minutes 

Meeting held on December 5, 2018 

II. Working Group Meeting Summaries 

Medical Analytics Working Group Meeting held on February 13, 2019 

III. Unfinished Business 

A. AC17-12-02: Legislative Cost Monitoring 

B. AC18-03-03: Impact of SB 1160 & AB 1244 on Loss Development 

IV. New Business 

A. AC19-03-01: First Quarter 2019 Review of Diagnostics 

B. AC19-03-02: 12/31/2018 Experience – Review of Methodologies 

C. AC19-03-03: Impact of Wage Inflation on Indemnity Benefits 

V. Matters Arising at Time of Meeting 

VI. Next Meeting Date: April 2, 2019 

VII. Adjournment 
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connection with Company’s required filings with the California Department of Insurance; (2) to incorporate portions of this work, as 
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Notice 

The information in this Agenda was developed by the Workers’ Compensation Insurance Rating Bureau of California (WCIRB) 
for the purpose of assisting the WCIRB Actuarial Committee. The WCIRB cannot make any guarantees if this information is 
used for any other purpose and the WCIRB shall not be liable for any damages, of any kind, whether direct, indirect, incidental, 
punitive or consequential, arising from the use of or reliance upon this information for any other purpose. 
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To: Participants of the Medical Analytics Working Group 

Date: March 8, 2019 

 

 

RE: Summary of February 13, 2019 Meeting  

 
Insurer Meeting Participants Were Reminded of the Antitrust Notice 
As members of the Workers’ Compensation Insurance Rating Bureau of California, you are bound, when 
involved in meetings or other activities of the WCIRB California, to limit your actions (and discussions 
other than social ones) to matters relating to the business of the WCIRB California. Matters that do not 
relate directly to WCIRB California business should be avoided. Members should particularly avoid 
discussions or conduct that could be construed as intended to affect competition (or access to markets). 
Thus, as members, 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 business or refusing to 
do business with particular, or classes of, insurers, reinsurers, agents, 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. 

 

Discussion Topics 

At the meeting, the following topics were discussed.  

 

1. Methodology for Developing Diagnostic Groups 

Staff presented an updated diagnostic grouping methodology that incorporates the Working 

Group’s suggestions at the August 14, 2018 meeting, and shared summary distributions of claims 

by accident year and the suggested diagnostic groups. The analysis used the International 

Classification of Diseases (ICD) information reported in the WCIRB’s medical transaction data 

within 90 days from the first medical service. Staff noted that a total of 30 diagnostic groups were 

developed to represent the early diagnosis of each claim, and the distribution of claims by 

diagnostic group did not change significantly over time. Staff also noted that cumulative trauma 

claims (identified using Nature of Injury and Type of Loss information in the Unit Statistical Report 

data) are more likely to have soft tissue disorders, carpal tunnel syndrome, mental and behavioral 

disorders, unspecified injuries, and multiple injuries (specifically, dislocation and sprains and 

carpal tunnel syndrome).   

 

The Working Group accepted the methodology and provided some suggestions for future 

enhancements, including examining some pharmaceutical transactions for patterns of specific 

ICD information (i.e., unspecified injuries) and examining the crosswalk of ICD-9 to ICD-10 to see 

if the mapping potentially contributed to the slight increase of unspecified injuries after 2015. Staff 

agreed to consider the suggestions in future enhancements of the diagnostic groups. 
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2. Analysis of High-risk Opioid Use and Potential Alternative Measures 

Staff presented an update on the WCIRB’s second opioid analysis that focuses on high-risk 

opioid use and potential alternative measures being used in lieu of heavy use of opioids. Staff 

noted that about 2.5% of all claims that had any opioid prescription and had accidents in 2013 

involved high-risk opioid use, as compared to 1.4% of claims that had accidents in 2016. The 

Working Group was advised that three early indicators of high-risk opioid use were found, 

including obtaining similar opioids from multiple prescribers, being prescribed long-

acting/extended-release opioids, and using opioids and benzodiazepines concurrently. The 

Working Group suggested replacing “prescribers” with “non-pharmacy dispensers” as the more 

appropriate term to interpret the analysis results, and examining if patterns of obtaining similar 

opioids from multiple pharmacies differ between claims involving high-risk opioid use and those 

involving lower-dose opioid use. One Working Group member suggested analyzing if the number 

of distinct opioid prescriptions differs between high-risk opioid use claims and lower-dose claims. 

 

For alternative measures, Staff presented analysis results involving both physician services (non-

drug alternatives) and drug alternatives. Staff noted that physical therapy, acupuncture and 

chiropractic services, as well as NSAIDs and non-narcotics analgesics were found to be used 

significantly more in lower-dose opioid use claims than high-risk use claims. One Working Group 

member suggested analyzing if major surgeries affect the patterns of the identified physical 

medicine treatments for claims involving high-risk opioid use. Staff agreed to incorporate the 

Working Group’s feedback in the final analysis. The Working Group was informed that additional 

comparative analysis on the long-term costs between high-risk and lower-dose claims will be 

included in the final study report, which is anticipated to be published in April 2019. 

 

3. Medical Severity Trends by Component 
Staff presented an updated analysis on the medical severity trends by medical component using 
medical transaction information through June 30, 2018 (service year (SY) 2018). The Working 
Group was advised that the share of total medical payments for pharmaceuticals decreased by 
about 75% from the second half of SY2012 to the first half of SY2018, while that of all other 
service categories increased by 2-3%. Staff noted that the sharp decline in the pharmaceutical 
payment share was driven by a number of factors including (1) legislative and policy changes 
intended to monitor and regulate prescription drug utilization such as independent medical review 
and the drug formulary, (2) reduced overall prescribing and opioid prescribing in particular, 
(3) public awareness of the adverse effects of opioids, (4) reduced fee schedules for generic 
drugs (also known as the “Average Federal Upper Limit”) implemented in 2016, and 
(5) indictments of providers for fraud.  
 
Staff noted that the total medical payments per claim started to stabilize after 2016, yet because 
of the continuous reduction in utilization in the earlier years, on a cumulative basis the paid per 
claim declined by 18% between SY2012 and SY2018. The cumulative reduction was largely 
attributable to the impact of Senate Bill No. 863, subsequent legislation and anti-fraud efforts. 
With respect to physician services, staff noted an uptick (5%) in the transactions per claim in 
SY2018, which drove the medical cost per claim in physician services up by 5% in SY2018 as 
compared to SY2017. The increase in the utilization of physician services was likely due to the 
completed transition to the Resource-Based Relative Value Scale (RBRVS) for physician 
services, some impact from the Senate Bill No. 1160 provisions related to utilization review, and 
potential additional physician services resulting from the continued decline in opioid prescriptions. 
Staff also summarized the utilization and medical payments for physical therapy, one service type 
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within physician services that experienced increased utilization in SY2018. After decreasing for 
several years, the number of physical therapy transactions per claim went up (by 9%) in SY2018. 
Together with continued increases in the paid per transaction for physical therapy in SY2018, 
increases in the transactions per claim drove up the paid per claim by 20%.  
 
Staff summarized the percentage changes in inpatient costs at both the transaction and episode 
levels. Staff noted a continued reduction in transactions per claim from SY2015 to SY2018, while 
the paid per transaction increased. This was likely in part attributable to a shift of minor inpatient 
procedures to outpatient settings, leaving more intensive (and more expensive) care to dominate 
the remaining inpatient procedures. When summarizing the inpatient costs based on episodes, 
staff noted that the paid per episode increased by 5% in SY2018 while the number of transactions 
per claim continued to drop, indicating an increase in the intensity of inpatient care and a 
decrease in the number of hospitalizations. For medical-legal (ML) evaluations, the paid per claim 
decreased by 7% in SY2018, driven by reductions in both the paid per transaction and the 
transactions per claim. This resulted from the changing mix of ML services (a decline in the most 
complex and expensive services (ML104) and an increase in the most basic ML services 
(ML102)), as well as an overall reduction in the volume of ML services. 
 

Staff summarized the cumulative share changes in a number of physician service categories from 

the second half of 2012, and noted a sharp increase in paid per transaction for Evaluation & 

Management, Physical Therapy and Other Medicine, and a large drop in payments per 

transaction for major Surgery, Radiology and Anesthesia services. It was noted that these 

changes were as expected with the completion of the four-year transition to RBRVS in 2017. 

 

4. Legislative Cost Monitoring  

a. SB 1160 Provisions Related to Utilization Review 

Staff summarized information based on the first six months of the SB 1160 provisions related 

to utilization review (UR), which became effective on injuries occurring January 1, 2018 and 

later. Staff noted the following: 

 

 Of all medical service categories, only physician services experienced increases in 

utilization (by 6%) within the first 30 days of treatment in 2018 as compared to 2017. The 

number of physician service transactions per claim within the first 30 days increased from 

7.1 in 2017 to 7.5 in 2018. On the other hand, utilization of all other medical services 

decreased in 2018. The use of pharmaceuticals in the first 30 days of treatment, in 

particular, dropped sharply by 27%.  

 

 Within physician services, utilization of physical therapy within the first 30 days increased 

by 16.6% in 2018. The number of physical therapies per claim increased from 2.2 in 2017 

to 2.6 in 2018. In addition, the median time to receive a physical therapy was shortened 

by 1 day in 2018, indicating somewhat earlier utilization of physical therapy. While there 

were limited chiropractic services provided in the first 30 days, the utilization of these 

services also increased in 2018. 

 

 The average Medical Cost Containment Program cost per claim (used as a proxy for UR 

costs) at 9 months was flat in 2018.  
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Given that only 6 months of medical data was available to evaluate the impact of 

SB 1160 provisions related to utilization review, staff noted that the results were 

preliminary. Staff advised the Working Group that it plans to update the evaluation of 

SB 1160 in 2019 once a full year of post-SB 1160 data becomes available. One Working 

Group member suggested examining the specific treatments and modalities of physical 

therapy that experienced increased utilization in 2018. 

 

b. AB 1124 MTUS Drug Formulary  

Staff summarized information based on the first six months of the new drug formulary, which 

became effective January 1, 2018. Staff noted the following: 

 

 Overall, there were early indications of increased prescriptions of drugs not subject to 

prospective UR in the formulary and reductions in the prescriptions of drugs subject to 

UR. Specifically, transactions of drugs not subject to UR increased by 8% in 2018 as 

compared to 2016 and 2017, while transactions of drugs subject to UR decreased by 5%. 

The increases in the use of drugs not subject to UR did not proportionally increase the 

drug costs, primarily because the exempt drugs are cheaper than non-exempt and non-

listed drugs. 

 

 The analysis also examined the prescribing patterns in the four pharmaceutical 

components most likely to be impacted by the drug formulary, namely, opioids, 

compounded drugs, physician-dispensed drugs and brand name drugs with generic 

alternatives. The analysis found that the shares of all drug payments to opioids (15.2%) 

and compounds (1.9%) continued to drop in the first quarter of 2018 compared to prior 

years. The share of payments to physician-dispensed drugs (that are subject to UR) went 

down significantly from around 25% in 2017 to 17% in the first quarter of 2018. Lastly, the 

share of the payments to brand name drugs with generic alternatives dropped sharply 

from 13% in earlier 2017 to 9% in the fourth quarter of 2017 and continued to decrease to 

8% in 2018.  

 

Given that only 6 months of medical data was available to evaluate the impact of the drug 

formulary, staff noted that the results were preliminary. The Working Group was advised that 

staff will update the evaluation of the drug formulary in 2019 once a full year of data becomes 

available. 

 

5. 2019 WCIRB Medical Analytics Research Agenda 
Staff discussed the additional Medical Analytics research projects contemplated for 2019, including 
an in-depth analysis on the costs and treatment patterns of physical medicine, a research 
collaboration with UC Berkeley to analyze provider behaviors, a follow-up analysis on the impact of 
medical providers indicted for fraud incorporating a comparison of treatment patterns before and after 
these providers were indicted, by region, and if the patterns differ between treating cumulative trauma 
(CT) and non-CT claims. In addition, staff will update the evaluation of the drug formulary and 
SB 1160 UR provisions in 2019 once a full year of data becomes available, and analyze the cost 
impact of the Geographic Practice Cost Index (GPCI). Lastly, staff will explore the application of 
machine learning to existing WCIRB data sets as well as new data sets to model medical inflation, 
one of the most challenging aspects of a pure premium rate filing. 
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Item AC17-12-02 

Legislative Cost Monitoring 

 

 

At the December 5, 2018 meeting, the Committee reviewed updated cost monitoring information related to 

the reforms of Senate Bill No. 863 (SB 863) effective in 2013 and 2014. At the meeting, it was observed that 

while the specific provisions related to weekly permanent disability (PD) benefit minimums and maximums 

and changes to PD rating computations appear to have emerged as expected, overall indemnity cost levels 

in 2013 and 2014 have been flat to declining. The Committee noted that recent increases in PD claim 

settlement rates, which were significantly impacted by the SB 863 reforms including independent medical 

review, may have dampened PD claim development, temporary disability duration, and average PD benefits. 

The Committee advised that while no further adjustments to the on-level factors for specific components of 

SB 863 may be appropriate, the overall impact of SB 863 on indemnity cost levels should be reviewed.  

 

Staff reviewed the impact of SB 863 on indemnity cost levels using a similar approach to that used to 

analyze the impact of SB 863 on the overall utilization of medical services.1 The approach applied to 

indemnity severities is shown in Table 1. Columns 1 and 2 of Table 1 show the most recent estimates of 

specific SB 863 provisions related to indemnity benefits and other on-level adjustments to indemnity, 

respectively. While higher on-level severity trend projections were reflected prior to the enactment of SB 863, 

no (i.e., a 0%) residual indemnity severity trend was applied given that recent on-level indemnity severities 

have been flat and indemnity severity trend projections reflected in recent pure premium rate filings have 

been at 0% or a very modest change. The combined impact of columns 1 and 2 are then compared to the 

estimated ultimate indemnity severity changes from 2012 to 2013 and 2013 to 2014 as of September 30, 

2018. The difference between the projected indemnity severity change after reflecting the measurable 

provisions of SB 863 and other on-leveling impacts and actual indemnity severity change is approximately -

10%. Staff believes this is a reasonable approximation of the various provisions of SB 863 dampening 

indemnity benefit levels and recommends reflecting it in the indemnity on-leveling adjustments for 2013 and 

2014.  

 

Table 1: Utilization Impact in Post-SB 863 Accident Year Claim Severities 

Accident 

Year 

SB 863 

Projected 

Change2 

(1) 

On-Level 

Adjustments 

Not Related to 

SB 8633 

(2) 

Projected 

Combined 

Growth4 

(3) 

Actual Change 

as of 9/30/20185 

(4) 

Difference6 

 (5) 

2013 +1.9% +1.1% +3.0% -2.0% -4.8% 

2014 +6.9% +1.8% +8.8% +3.2% -5.2% 

Total  +9.0% +2.9% +12.1% +1.1% -9.8% 

 

In order to distribute the impact of the overall -10% adjustment to accident years 2013 and 2014, staff 

reviewed the proportion of PD claims in 2013 and 2014 and found them to be similar for both years. Given 

that the indicated difference is similar for both years in Table 1 above and that the distribution of PD claims is 

relatively consistent, staff recommends distributing the -10% evenly across 2013 and 2014 (-5% per year) in 

the on-level indemnity benefit adjustment computation.  

                                                           
1 See Senate Bill No. 863 WCIRB Cost Monitoring Report – 2016 Retrospective Evaluation, WCIRB, November 17, 2016.   
2 Based on the WCIRB’s most recent retrospective evaluation of SB 863 and as reflected in column 1 of Exhibit 4.1 of the January 1, 

2019 Pure Premium Rate Filing. 
3 The impact of wage inflation and statutorily mandated cost of living adjustments on indemnity benefit levels. 
4 Column (3) = [1 + Column (1)] x [1 + Column (2)] – 1. 
5 See column 2 of Exhibit 6.2 from Item AC18-12-01 from the December 5, 2018 meeting. 
6 Column (5) = [1 + Column (4)] / [1 + Column (3)] – 1. 
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Item AC18-03-03 

Impact of SB 1160 & AB 1244 on Loss Development 

 

 

At the March 19, 2018 meeting, staff conducted a study of the impact of Senate Bill No. 1160 (SB 1160) 

and Assembly Bill No. 1244 (AB 1244) reforms related to lien filings on loss development patterns. 

Adjustments for the impact of SB 1160 and AB 1244 on age-to-age and cumulative paid medical 

development were reflected in the July 1, 2018 and January 1, 2019 Pure Premium Rate Filings. The 

adjustments primarily assume a 40% reduction in lien filings resulting from SB 1160 and AB 1244 which 

result in a 2.4% decrease in overall medical costs.1 At the December 5, 2018 meeting, it was noted that 

there has been a further decline in lien filings in 2018. An update on the diagnostic information on the 

recent lien filings and review of the impact of further reduction in lien filings on the loss development 

projection are summarized below. 

 

Review of Recent Lien Filings and Impact on Cumulative Loss Development Projections 

Lien filings through 2018 are available from the Division of Workers’ Compensation (DWC). The current 

assumption of a 40% reduction in lien filings was based on the average quarterly lien filings through the 

first three quarters of 2017 compared to the third quarter of 2016.2 Exhibit M9.2 of Item AC19-03-01 

shows lien filings by quarter. As discussed at prior meetings, lien counts continued to decline in 2018 and 

are approximately 55% below the pre-SB 1160 and AB 1244 level for the full 2018 calendar year. The 

average number of liens filed in the last two quarters of 2018 are the lowest in many years and are 60% 

lower than the pre-SB 1160 and AB 1244 level. Lien filing counts for these two quarters are fairly 

consistent, indicating that the number of lien filings may be stabilizing.  

 

Exhibit 1.1 shows a significant decline in the number of providers filing liens in 2017, which continued to 

decrease modestly in 2018. The concentration of lien filings within the top 5% of providers continues to be 

low in 2018 compared to the pre-SB 1160 and AB 1124 period. Exhibit 1.2 shows that average lien 

payments based on WCIRB medical transaction data continue to increase moderately through 2018 but 

are not significantly different from the pre-reform level. 

 

The current adjustment to cumulative paid medical loss development projections is based on a 40% 

reduction in lien filings. As lower levels of lien filings continue to emerge, staff analyzed alternative lien 

filing reduction assumptions and their impact on paid medical development. Exhibit 2 shows the impact of 

alternative assumptions of a 50% reduction (as reflected in the CDI Decision on the January 1, 2019 Pure 

Premium Rate Filing) and a 60% reduction (based on the most recent two quarters of lien filings) using 

the method presented at the March 19, 2018 meeting. Given the continued decline in lien filings, which 

have somewhat stabilized in the last two quarters of 2018 at a 60% reduction from the pre-reform level, 

staff recommends updating the adjustment to cumulative paid medical loss development based on a 60% 

reduction in lien filings. 

 

Review of Liens Dismissed by the DWC 

SB 1160 also provides that all outstanding liens must have a declaration under penalty of perjury filed by 

July 1, 2017 or be dismissed by operation of law. In August of 2017, the DWC advised that approximately 

292,000 liens had been dismissed and posted the list of dismissed liens on their website. The Committee 

reviewed information related to the potential impact of these lien dismissals on paid medical loss 

development at the December 6, 2017 and March 19, 2018 meetings. At the March 19, 2018 meeting, the 

Committee adopted an adjustment to age-to-age paid medical loss development to reflect the impact of 

                                                      
1 In the California Department of Insurance (CDI) Decision on the January 1, 2019 Pure Premium Rate Filing, the CDI reflected a 

50% reduction in lien filings in the loss development adjustments primarily based on information that became available after the time 
of the WCIRB’s filing. 
2 The third quarter of 2016 is assumed to be the “pre-SB 1160 and AB 1244 level” since prior quarters were impacted by lien 

reforms of Senate Bill No. 863 and the fourth quarter of 2016 was impacted by the transition to the SB 1160 and AB 1244 reforms. 
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the DWC dismissed liens. The adjustment was based on a review of the proportion of lien payments in 

incremental paid medical losses at each maturity based on WCIRB medical transaction data and the 

DWC dismissed liens’ estimated proportion of all outstanding liens based on the lien demand amounts 

filed with the DWC.  

 

Additional information has been obtained from the DWC on these dismissed liens that has allowed staff to 

better link the liens to unit statistical report claims and medical transaction data. Approximately 60% of the 

dismissed liens were matched to the insured system, and approximately 68,000 of these (40% of all 

dismissed liens) were linked to a unique unit statistical claim as well as WCIRB medical transaction data. 

Staff is more confident in these linking results compared to the prior analysis, where less than 5% of the 

dismissed liens were previously linked based on a number of text analytics approaches. 

 

Exhibit 3.1 shows the proportions and average incurred and paid of indemnity claims by claim type 

(cumulative trauma (CT) claims and non-CT claims). The CT claim percentage of the claims with 

dismissed liens are significantly higher than that for all indemnity claims, particularly for the most recent 

four policy years. Staff notes that the CT claim percentage for claims with dismissed liens were 

significantly higher than for all indemnity claims for recent policy years even at early maturities, where CT 

claim proportions are typically lower. The average incurred and paid of CT and non-CT claims on the 

claims with dismissed liens are also significantly higher than those for all indemnity claims. The average 

incurred and paid for non-CT claims are generally higher than that for CT claims on the claims with 

dismissed liens. Conversely, average severities on all indemnity claims are typically lower for non-CT 

claims at later maturities. This may suggest that relatively smaller CT claims may have been held open for 

pending lien payments in more mature accident years. As shown in Exhibit C2.2 of Item AC19-03-01, CT 

claim settlement rates have increased significantly over the most recent two years. 

 

Exhibit 3.2 shows the distributions and average incurred and paid of indemnity claims by injury type. A 

large proportion of the indemnity claims with dismissed liens are permanent disability (PD) claims 

whereas the proportions of PD claims and temporary disability claims are about even for all indemnity 

claims. The average incurred and paid of PD claims with dismissed liens are higher than those for all PD 

claims for the older policy years but the opposite is true for the more recent policy years.  

 

Exhibit 3.3 shows the distribution of payments, payments per claim, and payments per transaction by 

procedure type and service year based on WCIRB medical transaction data for the claims with dismissed 

liens and all claims. The proportion of medical payments for claims with dismissed liens in medical liens 

and medical-legal are higher than for all indemnity claims while the proportions for physician services are 

much lower. The payments per transaction for claims with dismissed liens are higher than that for all 

claims among all procedure types. The payments on medical liens per claim for claims with lien 

dismissals are significantly higher compared to the payment on medical liens per all claim which indicates 

that the number of transactions per claims with lien dismissals are significantly higher. Conversely, the 

payments per claim for physician services for all indemnity claims is higher for the more recent service 

years which is consistent with to the lower share of physician services for claims with dismissed liens. 

 

Although the liens dismissed by the DWC in July of 2017 may be significantly impacting indemnity claim 

settlement rates, particularly for CT claims, after reviewing the additional information on the dismissed 

liens staff does not believe any change to the adjustment to age-to-age paid medical development is 

warranted at this time. Staff will continue to monitor the characteristics of the dismissed liens and other 

lien filings and will provide updated information to the Committee once it becomes available. 



Actuarial Committee
Meeting Agenda for March 18, 2019 Exhibit 1.1

III-B-3
WCIRB California                                          ®



Actuarial Committee
Meeting Agenda for March 18, 2019 Exhibit 1.2

III-B-4
WCIRB California                                          ®



Actuarial Committee
Meeting Agenda for March 18, 2019 Exhibit 2

III-B-5
WCIRB California                                          ®



Actuarial Committee 
Meeting Agenda for March 18, 2019 Exhibit 3.1

III-B-6
WCIRB California                                          ®



Actuarial Committee 
Meeting Agenda for March 18, 2019 Exhibit 3.2

III-B-7
WCIRB California                                          ®



Actuarial Committee 
Meeting Agenda for March 18, 2019 Exhibit 3.3

III-B-8
WCIRB California                                          ®



Actuarial Committee 

Meeting Agenda for March 18, 2019 

 

 

 

 IV-A-1 

W CIRB Cal i fo rn ia ®  

Item AC19-03-01 

First Quarter 2019 Review of Diagnostics  

 

 
Twice a year, WCIRB staff compiles a comprehensive list of measures to be reviewed by the Claims 
Working Group and Actuarial Committee in order to identify and quantify changes in claim patterns and 
trends and help determine the most appropriate methodologies to be used in the development of pure 
premium rates. The diagnostics are segregated into the following areas: 
 

1. Market and claim characteristic information (exhibit numbers start with M) 

2. Claim count information (exhibit numbers start with C) 

3. Loss development information (exhibit numbers start with D) 

4. Claim severity information (exhibit numbers start with S) 

5. Loss adjustment expense information (exhibit numbers start with E) 

 
Please note the following: 

 
1. Permanent disability claims continue to close at a faster rate throughout the state. The percent of 

claim closures increased 16% from policy year 2010 to policy year 2015 at second report level, 
with the Los Angeles region increasing faster than statewide. The rate at which temporary 
disability claims close has also begun to increase the last several years (Exhibit M5). 

2. Since Senate Bill No. 1160 became effective January 1, 2017, the number of filed liens is 60% 
less in the last two quarters of 2018 compared to the third quarter of 2016 with the largest 
reduction of liens in the Los Angeles region (Exhibit M9.2). 

3. The number of independent medical review (IMR) applications eligible for review increased 8% to 
a historical high in 2018 while the number of rejected IMR applications continues to decrease 
(Exhibit M14). 

4. The number of medical-only claims reported each quarter have been increasing steadily over the 
last several years (Exhibit C11). 

5.  The frequency of indemnity claims in the San Diego region is increasing in recent years while the 
remainder of the state, including the Los Angeles region, has declined the last several years 
(Exhibit C21). 

6. Cumulative trauma claims occurring in the Los Angeles region are generally reported later than 
those in the remainder of the state. For example, the percentage of cumulative trauma claims in 
the Professional Services sector in the 2014 policy year increased by 10% from the first to third 
report level in the Los Angeles area while the remainder of the state increased by 2%. 
Additionally, the proportion of cumulative trauma claims has begun to decrease for certain 
sectors, such as Finance and Insurance, Hospitality, and Agriculture, in the Los Angeles area 
despite the region’s overall increase in cumulative trauma claims the last several years 
(Exhibit C24). 

7. Although claims caused by motor vehicle accidents continue to represent a relatively small 
proportion of all indemnity claims, the frequency of indemnity claims caused by motor vehicle 
accidents has increased approximately 15% from 2014 to 2016 while the overall statewide 
frequency has decreased over this period (Exhibit C25). 

8. Paid medical severity per indemnity claim shows signs of continued increase with accident year 
2018 increasing 6% over accident year 2017 (Exhibit S6.2). Incremental paid medical severities 
also showed growth in the third quarter of 2018 (Exhibit S7). 



Actuarial Committee 

Meeting Agenda for March 18, 2019 

 

 

 

 IV-A-2 

W CIRB Cal i fo rn ia ®  

9. Temporary disability duration has continued its post-SB 863 decline. The average temporary 
disability duration for accident year 2016 claims at first survey level is down 28% from 2008 
(Exhibit S10.2). 

10. Paid allocated loss adjustment expenses (ALAE) per indemnity claim continues to rise through 
calendar year 2018 (Exhibit E5). 

11. The number of medical-legal reports per claim and the average cost per report continued to 
decrease in the 2018 service year by approximately 5% and 3%, respectively (Exhibit E13). 
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Methodology
21 33 45 57 69 Current

3 Year Avg. Incurred 0.259 0.256 0.249 0.246 0.244 0.240
Latest Year Incurred 0.253 0.252 0.247 0.244 0.243 0.240
Latest Yr. Inc. Adj. for Case Reserves 0.295 0.275 0.257 0.249 0.247 0.240
3 Year Avg. Paid 0.252 0.250 0.247 0.243 0.243 0.240
Latest Year Paid 0.257 0.254 0.250 0.244 0.244 0.240
Reform Adj. Paid [2] 0.257 0.254 0.250 0.244 0.244 0.240
Latest Yr. Pd. Adj. for Settlement [3] 0.255 0.253 0.249 0.245 0.244 0.240

21 33 45 57 69 Current
3 Year Avg. Incurred 7.9% 6.6% 3.7% 2.7% 1.8% 0.0%
Latest Year Incurred 5.4% 5.2% 3.0% 1.6% 1.4% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 22.9% 14.8% 7.1% 3.8% 3.1% 0.0%
3 Year Avg. Paid 4.9% 4.2% 2.9% 1.5% 1.4% 0.0%
Latest Year Paid 7.0% 6.0% 4.1% 1.9% 1.7% 0.0%
Reform Adj. Paid [2] 7.0% 6.0% 4.1% 1.9% 1.7% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 6.5% 5.5% 3.8% 2.3% 1.8% 0.0%

21 33 45 57 69 Current
3 Year Avg. Incurred 0.383 0.370 0.355 0.342 0.332 0.320
Latest Year Incurred 0.385 0.373 0.355 0.341 0.331 0.320
Latest Yr. Inc. Adj. for Case Reserves 0.419 0.382 0.356 0.347 0.334 0.320
3 Year Avg. Paid 0.325 0.331 0.330 0.327 0.326 0.320
Latest Year Paid 0.341 0.342 0.337 0.330 0.327 0.320
Reform Adj. Paid [2] 0.341 0.342 0.337 0.330 0.327 0.320
Latest Yr. Pd. Adj. for Settlement [3] 0.340 0.341 0.337 0.330 0.327 0.320

21 33 45 57 69 Current
3 Year Avg. Incurred 19.8% 15.5% 10.8% 6.7% 3.6% 0.0%
Latest Year Incurred 20.2% 16.4% 10.9% 6.4% 3.5% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 30.9% 19.4% 11.1% 8.4% 4.3% 0.0%
3 Year Avg. Paid 1.6% 3.3% 3.2% 2.1% 1.7% 0.0%
Latest Year Paid 6.4% 6.9% 5.3% 3.0% 2.0% 0.0%
Reform Adj. Paid [2] 6.4% 6.9% 5.3% 3.0% 2.0% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 6.1% 6.6% 5.2% 3.1% 2.1% 0.0%

[1]

[2]
[3]

Source: WCIRB quarterly calls for experience

Comparison of Projected Loss Ratios as of September 30, 2018
Accident Year 2012 Projected to 81 Months[1]

Indemnity

Based on Experience Evaluated as of (in months):

Difference from Actual 81 Month Loss Ratio

Based on Experience Evaluated as of (in months):

Difference from Actual 81 Month Loss Ratio

Medical

Each loss ratio is projected to incurred losses at 81 months. Loss ratios projected under paid methods are converted to an incurred 
basis causing the ratio of incurred losses to paid losses reported at 81 months.

The Reform-Adjusted Paid Methodology reflects adjustments for SB 1160. 
The Latest Year Claim-Settlement Methodology for projecting ultimate loss ratios also contemplates adjustments for reforms.  See [2] 
above.
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Methodology
21 33 45 57 Current

3 Year Avg. Incurred 0.220 0.213 0.207 0.203 0.200
Latest Year Incurred 0.217 0.212 0.207 0.203 0.200
Latest Yr. Inc. Adj. for Case Reserves 0.235 0.220 0.210 0.203 0.200
3 Year Avg. Paid 0.213 0.211 0.207 0.204 0.200
Latest Year Paid 0.210 0.209 0.207 0.204 0.200
Reform Adj. Paid [2] 0.210 0.209 0.207 0.204 0.200
Latest Yr. Pd. Adj. for Settlement [3] 0.206 0.205 0.205 0.203 0.200

21 33 45 57 Current
3 Year Avg. Incurred 10.3% 6.8% 3.8% 1.7% 0.0%
Latest Year Incurred 8.5% 6.1% 3.7% 1.8% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 17.8% 10.2% 4.9% 1.7% 0.0%
3 Year Avg. Paid 6.7% 5.5% 3.8% 2.1% 0.0%
Latest Year Paid 5.0% 4.5% 3.8% 2.3% 0.0%
Reform Adj. Paid [2] 5.0% 4.5% 3.8% 2.3% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 3.0% 2.6% 2.4% 1.4% 0.0%

21 33 45 57 Current
3 Year Avg. Incurred 0.309 0.292 0.276 0.264 0.253
Latest Year Incurred 0.295 0.286 0.272 0.263 0.253
Latest Yr. Inc. Adj. for Case Reserves 0.320 0.291 0.273 0.266 0.253
3 Year Avg. Paid 0.269 0.269 0.264 0.259 0.253
Latest Year Paid 0.273 0.271 0.266 0.261 0.253
Reform Adj. Paid [2] 0.273 0.271 0.266 0.261 0.253
Latest Yr. Pd. Adj. for Settlement [3] 0.270 0.268 0.264 0.260 0.253

21 33 45 57 Current
3 Year Avg. Incurred 22.1% 15.2% 9.0% 4.3% 0.0%
Latest Year Incurred 16.6% 12.9% 7.5% 4.0% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 26.3% 14.8% 7.7% 5.1% 0.0%
3 Year Avg. Paid 6.4% 6.1% 4.1% 2.4% 0.0%
Latest Year Paid 7.8% 6.9% 5.0% 3.1% 0.0%
Reform Adj. Paid [2] 7.8% 6.9% 5.0% 3.1% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 6.6% 5.7% 4.1% 2.5% 0.0%

[1]

[2] The Reform-Adjusted Paid Methodology reflects adjustments for SB 1160. 
[3]

Source: WCIRB quarterly calls for experience

Based on Experience Evaluated as of (in months):

Difference from Actual 69 Month Loss Ratio

Each loss ratio is projected to incurred losses at 69 months. Loss ratios projected under paid methods are converted to an incurred 
basis causing the ratio of incurred losses to paid losses reported at 69 months.

The Latest Year Claim-Settlement Methodology for projecting ultimate loss ratios also contemplates adjustments for reforms.  See 
[2] above.

Medical

Comparison of Projected Loss Ratios as of September 30, 2018
Accident Year 2013 Projected to 69 Months[1]

Indemnity

Based on Experience Evaluated as of (in months):

Difference from Actual 69 Month Loss Ratio
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Methodology
21 33 45 Current

3 Year Avg. Incurred 0.187 0.188 0.187 0.185
Latest Year Incurred 0.180 0.184 0.185 0.185
Latest Yr. Inc. Adj. for Case Reserves 0.189 0.191 0.187 0.185
3 Year Avg. Paid 0.186 0.190 0.188 0.185
Latest Year Paid 0.182 0.187 0.187 0.185
Reform Adj. Paid [2] 0.182 0.187 0.187 0.185
Latest Yr. Pd. Adj. for Settlement [3] 0.180 0.185 0.186 0.185

21 33 45 Current
3 Year Avg. Incurred 1.2% 1.8% 1.1% 0.0%
Latest Year Incurred 2.4% 0.4% 0.3% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 2.1% 3.1% 1.2% 0.0%
3 Year Avg. Paid 0.5% 2.6% 1.9% 0.0%
Latest Year Paid 1.4% 1.4% 1.3% 0.0%
Reform Adj. Paid [2] 1.4% 1.4% 1.3% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 2.8% 0.2% 0.7% 0.0%

21 33 45 Current
3 Year Avg. Incurred 0.245 0.236 0.228 0.218
Latest Year Incurred 0.229 0.228 0.226 0.218
Latest Yr. Inc. Adj. for Case Reserves 0.239 0.229 0.221 0.218
3 Year Avg. Paid 0.230 0.229 0.224 0.218
Latest Year Paid 0.227 0.226 0.222 0.218
Reform Adj. Paid [2] 0.227 0.226 0.222 0.218
Latest Yr. Pd. Adj. for Settlement [3] 0.225 0.224 0.221 0.218

21 33 45 Current
3 Year Avg. Incurred 12.6% 8.4% 4.6% 0.0%
Latest Year Incurred 5.1% 4.5% 3.7% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 9.6% 5.0% 1.3% 0.0%
3 Year Avg. Paid 5.8% 4.9% 2.8% 0.0%
Latest Year Paid 4.1% 3.6% 2.1% 0.0%
Reform Adj. Paid [2] 4.1% 3.6% 2.1% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 3.3% 2.9% 1.7% 0.0%

[1]

[2] The Reform-Adjusted Paid Methodology reflects adjustments for SB 1160. 
[3]

Source: WCIRB quarterly calls for experience

Medical

Difference from Actual 57 Month Loss Ratio

Each loss ratio is projected to incurred losses at 57 months. Loss ratios projected under paid methods are converted to an incurred basis 
causing the ratio of incurred losses to paid losses reported at 57 months.

The Latest Year Claim-Settlement Methodology for projecting ultimate loss ratios also contemplates adjustments for reforms.  See [2] above.

Based on Experience Evaluated as of (in months):

Comparison of Projected Loss Ratios as of September 30, 2018
Accident Year 2014 Projected to 57 Months[1]

Indemnity

Based on Experience Evaluated as of (in months):

Difference from Actual 57 Month Loss Ratio
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Methodology
21 33 Current

3 Year Avg. Incurred 0.175 0.175 0.172
Latest Year Incurred 0.175 0.174 0.172
Latest Yr. Inc. Adj. for Case Reserves 0.179 0.176 0.172
3 Year Avg. Paid 0.173 0.174 0.172
Latest Year Paid 0.175 0.174 0.172
Reform Adj. Paid [2] 0.175 0.174 0.172
Latest Yr. Pd. Adj. for Settlement [3] 0.173 0.173 0.172

21 33 Current
3 Year Avg. Incurred 1.6% 1.5% 0.0%
Latest Year Incurred 1.8% 1.0% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 4.1% 2.3% 0.0%
3 Year Avg. Paid 0.3% 1.2% 0.0%
Latest Year Paid 1.9% 1.1% 0.0%
Reform Adj. Paid [2] 1.9% 1.1% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 0.5% 0.4% 0.0%

21 33 Current
3 Year Avg. Incurred 0.211 0.209 0.202
Latest Year Incurred 0.205 0.205 0.202
Latest Yr. Inc. Adj. for Case Reserves 0.216 0.208 0.202
3 Year Avg. Paid 0.210 0.207 0.202
Latest Year Paid 0.208 0.206 0.202
Reform Adj. Paid [2] 0.208 0.206 0.202
Latest Yr. Pd. Adj. for Settlement [3] 0.206 0.205 0.202

21 33 Current
3 Year Avg. Incurred 4.4% 3.1% 0.0%
Latest Year Incurred 1.3% 1.3% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 6.7% 2.8% 0.0%
3 Year Avg. Paid 3.8% 2.4% 0.0%
Latest Year Paid 2.6% 1.7% 0.0%
Reform Adj. Paid [2] 2.6% 1.7% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 1.8% 1.2% 0.0%

[1]

[2] The Reform-Adjusted Paid Methodology reflects adjustments for SB 1160. 
[3]

Source: WCIRB quarterly calls for experience

Based on Experience Evaluated as of (in months):

Difference from Actual 45 Month Loss Ratio

Each loss ratio is projected to incurred losses at 45 months. Loss ratios projected under paid methods are converted to an incurred basis causing 
the ratio of incurred losses to paid losses reported at 45 months.

The Latest Year Claim-Settlement Methodology for projecting ultimate loss ratios also contemplates adjustments for reforms.  See [2] above.

Medical

Comparison of Projected Loss Ratios as of September 30, 2018
Accident Year 2015 Projected to 45 Months[1]

Indemnity

Based on Experience Evaluated as of (in months):

Difference from Actual 45 Month Loss Ratio
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Methodology
21 Current

3 Year Avg. Incurred 0.149 0.146
Latest Year Incurred 0.149 0.146
Latest Yr. Inc. Adj. for Case Reserves 0.147 0.146
3 Year Avg. Paid 0.150 0.146
Latest Year Paid 0.150 0.146
Reform Adj. Paid [2] 0.150 0.146
Latest Yr. Pd. Adj. for Settlement [3] 0.148 0.146

21 Current
3 Year Avg. Incurred 1.6% 0.0%
Latest Year Incurred 1.8% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 0.6% 0.0%
3 Year Avg. Paid 2.1% 0.0%
Latest Year Paid 2.5% 0.0%
Reform Adj. Paid [2] 2.5% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 1.3% 0.0%

21 Current
3 Year Avg. Incurred 0.184 0.180
Latest Year Incurred 0.183 0.180
Latest Yr. Inc. Adj. for Case Reserves 0.183 0.180
3 Year Avg. Paid 0.185 0.180
Latest Year Paid 0.184 0.180
Reform Adj. Paid [2] 0.184 0.180
Latest Yr. Pd. Adj. for Settlement [3] 0.183 0.180

21 Current
3 Year Avg. Incurred 2.0% 0.0%
Latest Year Incurred 1.9% 0.0%
Latest Yr. Inc. Adj. for Case Reserves 1.9% 0.0%
3 Year Avg. Paid 2.9% 0.0%
Latest Year Paid 2.2% 0.0%
Reform Adj. Paid [2] 2.3% 0.0%
Latest Yr. Pd. Adj. for Settlement [3] 1.7% 0.0%

[1]

[2] The Reform-Adjusted Paid Methodology reflects adjustments for SB 1160. 
[3]

Source: WCIRB quarterly calls for experience

Based on Experience Evaluated as of (in months):

Difference from Actual 33 Month Loss Ratio

Each loss ratio is projected to incurred losses at 33 months. Loss ratios projected under paid methods are converted to an incurred basis 
causing the ratio of incurred losses to paid losses reported at 33 months.

The Latest Year Claim-Settlement Methodology for projecting ultimate loss ratios also contemplates adjustments for reforms.  See [2] above.

Medical

Comparison of Projected Loss Ratios as of September 30, 2018
Accident Year 2016 Projected to 33 Months[1]

Indemnity

Based on Experience Evaluated as of (in months):

Difference from Actual 33 Month Loss Ratio
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 IV-B-1 

W CIRB Cal i fo rn ia ®  

Item AC19-03-02 

12/31/2018 Experience – Review of Methodologies 

 

 

Staff has prepared a preliminary analysis of statewide experience through December 31, 2018, which is 

included in Exhibits 1 through 8. This information reflects insurers writing almost 100% of the market 

based on 2018 premium levels. The methodologies used were consistent with those reflected in the 

January 1, 2019 Pure Premium Rate Filing. Wage and loss levels were projected to April 1, 2020 (the 

approximate midpoint of experience on policies incepting between July 1, 2019 and December 31, 2019) 

and premiums were adjusted to the industry average filed pure premium rate level as of July 1, 2018 as 

reflected in the January 1, 2019 Pure Premium Rate Filing. 

 

As shown on Exhibit 8, the projected loss to the industry average filed pure premium ratio for policies 

incepting between July 1, 2019 and December 31, 2019 based on December 31, 2018 experience is 

0.537. (The policy year 2019 loss to pure premium ratio reflected in the January 1, 2019 Pure Premium 

Rate Filing based on March 31, 2018 experience was 0.588. The projected loss to payroll ratio based on 

September 30, 2018 experience was 0.568.) 

 

Additional supplemental information is included in Exhibits 9 through 12. 
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 IV-C-1 

W CIRB Cal i fo rn ia ®  

Item AC19-03-03 

Impact of Wage Inflation on Indemnity Benefits 

 

 

In the California Department of Insurance (CDI) Decision on the January 1, 2019 Pure Premium Rate 

Filing, the CDI recommended that the WCIRB analyze the impact of wage inflation on indemnity severity 

trends given the relatively low permanent disability weekly maximums relative to average wage levels. 

 

The WCIRB has valued the cost impact of legislative changes and wage inflation on indemnity benefits 

using a model that reflects a distribution of costs by claim type and permanent disability rating interval. 

The model is based on unit statistical data and other sources of claim characteristic information. The 

model compares the average cost of benefits by claim type under the current benefit structure (including 

weekly benefit minimums and maximums) to the structure reflected in the proposal being evaluated. The 

parameters and data underlying the model are periodically reviewed and updated. 

 

Impact of Wage Inflation on Indemnity Projections 

The impact of wage inflation on indemnity benefits is related to both the change in wage levels and the 

minimum and maximum weekly amount for each type of benefit, primarily temporary disability and 

permanent disability. The impact of wage inflation on indemnity is greatest when wage inflation and the 

maximum benefits are both high. For temporary disability, the maximum weekly benefit, which is by 

statute linked to the state average weekly wage, is relatively higher ($1,251 as of 2019) and also indexed 

with wage inflation each year. For permanent disability, the maximum weekly benefit of $290 is 

significantly lower and is fixed by statute and not indexed with wage inflation. As a result, general wage 

inflation as well as recent increases in minimum wage laws has reduced the impact of wage inflation on 

permanent disability benefits over time. However, the current approach to on-level indemnity losses for 

wage inflation in pure premium projections assumes a fixed relationship for all accident years and does 

not reflect this depreciative effect. Staff does not believe this is a concern for temporary disability benefits, 

for which the maximums are higher and indexed with wage inflation, but may distort the impact of wage 

inflation on permanent disability benefits. 

 

To estimate the impact of the wage inflation by indemnity benefit type, staff has updated its model with 

unit statistical data from policy years 2013 through 2015, which includes accident years 2014 through 

2016 claims. Staff reviewed several alternative wage inflation assumptions in the model to analyze the 

sensitivity of wage inflation estimates. Exhibits 1.1 to 1.3 show an illustrative example of the impact of a 

3% wage inflation assumption per year on accident years 2018 to 2020. For example, to compute the 

impact of a 3% wage inflation on 2018 indemnity benefits, the average disability benefits for each claim 

type is calculated based on trended weekly wages of injured workers from accident years 2014 through 

2016 and the statutorily scheduled benefits for accident year 2018. 

 

Exhibit 2 shows the year-to-year change in indemnity benefits under various wage inflation rates. 

Although wage inflation has a decreasing impact on permanent partial disability benefits over time, that 

impact is small (even with a 10% per year wage inflation), as the vast majority of permanent disability 

benefits are already capped at the weekly permanent disability maximum. Most of the impact of wage 

inflation on indemnity benefits comes from temporary disability benefits, for which the weekly maximums 

are higher and indexed with wage inflation. As a result, staff does not recommend deviating from the 

current approach of assuming a constant relationship between wage inflation and indemnity benefit levels 

in the projection period (which is at most three years). Staff will continue to update the model regularly 

with the latest available claims and wage data to monitor the relationship between wage inflation and 

indemnity benefit levels. 
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 IV-C-2 

W CIRB Cal i fo rn ia ®  

Impact of Wage Inflation on Historical Accident Years 

As part of the indemnity on-leveling process, the WCIRB estimates the impact wage inflation has on 

indemnity benefits and reflects on-level adjustments based on those estimates for historical accident 

years. Exhibit 3, Column (4) shows the estimated annual impact of the corresponded wage inflation for 

2014 through 2020 as included in the January 1, 2019 Pure Premium Rate Filing. 

 

The WCIRB’s current approach for reflecting the annual impact of wage inflation on indemnity benefits as 

shown on Exhibit 3, Column (4) is based on fitting a linear regression to results estimated by the WCIRB’s 

legislative evaluation model with unit statistical data from policy years 2008 and 2009. Mindful of recent 

increases in minimum wage laws and to reflect the latest available unit statistical data, staff has 

recomputed the annual impact for accident years 2014 through 2016 using unit statistical data from the 

prior accident year. For example, the estimated annual impact of a 3.3% increase in average wages on 

2014 indemnity benefits utilizes weekly wages of injured workers from accident year 2013 trended 

forward by 3.3%. The estimated average weekly benefit by benefit type is then computed based on 

legislative scheduled benefits for accident year 2014 (i.e., benefit minimums and maximums). The 

updated results are shown on this basis for accident years 2014 through 2016 in Exhibit 3, Column (5). 

Although the difference between the values projected by the linear regression model and the updated 

values are small, staff believes it is worthwhile to utilize the latest available information for the completed 

accident years once it becomes available. Staff plans to update the annual impact of wage inflation on 

indemnity benefits for other historical years by the time of the next annual pure premium rate filing. 
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