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Date Time Location Staff Contact
August 7, 2020 9:30 AM Webinar Teleconference Brenda Keys

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

Released: July 31, 2020
To Members of the Classification and Rating Committee, WCIRB Members and All Interested Parties:

Due to the COVID-19 pandemic, this meeting is being held by webinar teleconference. This meeting is
Open to the Public.

Please register at https://attendee.gotowebinar.com/reqister/2087253909176796943

. Approval of Minutes
Meeting held June 2, 2020
Il Unfinished Business
lll. New Business
A. Clerical Telecommuter Employees
IV. Matters Arising at Time of Meeting
V. Next Meeting Date: October 13, 2020

VI. Adjournment

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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Classification and Rating Committee
Meeting Agenda for August 7, 2020 Released: July 31, 2020

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 Classification and Rating 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.

© 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 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 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@wcirb.com.
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Classification and Rating Committee
Meeting Agenda for August 7, 2020

Clerical Telecommuter Employees

In the January 1, 2021 Regulatory Filing, the WCIRB proposed that Classification 8871, Clerical
Telecommuter Employees — N.O.C., be established as a Standard Exception classification applicable to
clerical employees who work more than 50% of their time at their home or other office space away from
any location of their employer. This proposed new Standard Exception classification will not apply to the
41 classifications that specifically include Clerical Office Employees and the 2 classifications that
specifically exclude Clerical Office Employees." This new classification was proposed in order to enable
the collection of payroll and loss data for these telecommuting employees to determine if their exposure
differs from that of other clerical employees who work primarily at their employer’s office location.
Additionally, it will align California with other jurisdictions that assign clerical telecommuters to
Classification 8871.2 If the Commissioner approves the establishment of Classification 8871, no loss and
payroll information underlying 2021 experience modifications will be reported in the new classification. As
a result, the 2021 experience rating values (e.g., expected loss rates and D-ratios) for Classification 8871
will not be used in 2021 experience modifications so there was no need to differentiate between the
proposed experience rating values for Classification 8810 and those for Classification 8871.

In discussing the proposed January 1, 2021 advisory pure premium rates to be submitted to the
Insurance Commissioner for approval this August, staff suggested proposing an advisory pure premium
rate for Classification 8871 equal to that of Classification 8810 until such time as California-based
experience for the new classification is available that supports a differentiation in advisory pure premium
rates. At the June 11, 2020 Governing Committee and June 12, 2020 Actuarial Committee meetings,
Committee members recommended that since the rate for the telecommuting classification in most states
is well below that of the clerical classification, consideration be given to basing a differential for
Classification 8871’s proposed 2021 advisory pure premium rates on information from other jurisdictions.

In response to these requests, WCIRB staff analyzed the pure premium rates in New York and a number
of NCCI states that have established Classification 8871 for telecommuter employees.? The rate for
Classification 8871 in New York is significantly higher than that for Classification 8810. Conversely, in the
NCCI states that have established a telecommuter classification, the rate for Classification 8871 is
significantly lower than for Classification 8810. However, in all of these states, reported Classification
8871 payroll is small relative to that for Classification 8810. For example, in New York, reported 8871
payroll for policy year 2016 was only $700 million compared to approximately $190 billion in Classification
8810. In Florida, the NCCI state with the largest payroll in Classification 8871, $1.2 billion of payroll was
reported in Classification 8871 for policy year 2016 compared to $80 billion in Classification 8810. Exhibit
1 shows the ratio of Classification 8871 reported payroll compared to Classification 8810 reported payroll
over the latest five policy years of available information, as well as the latest year for New York, all NCCI
states for which the telecommuting classification is applicable, and each of the five largest NCCI states in
telecommuting payroll. As shown in Exhibit 1, while the relative payroll share of Classification 8871 is
growing, it remains small.

Given the modest level of payroll reported in Classification 8871, the loss and payroll information reported
has relatively limited statistical credibility in the computation of the Classification 8871 pure premium
rates. In addition, the year-to-year loss to payroll ratios shown in Exhibit 2 for New York and for all NCCI
states that have established a telecommuter classification, and in Exhibit 3 for each of the five largest

" In addition, Classifications 9048(1), Camps, and 9048(2), Boy and Girl Scout Councils — all camp operations, include Clerical
Office Employees, but only at camp locations.

22021 experience modifications will not reflect any historical loss or payroll reported in Classification 8871. As a result, the 2021
experience rating values (e.g., expected loss rates and D-ratios) proposed for Classification 8871, which were proposed to be equal
to those for Classification 8810, are not used in 2021 experience modifications.

3 New York is the only independent rating bureau that has established a telecommuter classification.
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Classification and Rating Committee
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NCCI states, fluctuate somewhat from year to year. However, as shown in Exhibits 2 and 3, for most
years in most states the loss-to-payroll ratio for Classification 8871 is well below that of Classification
8810.

As mentioned above, Classification 8871 is proposed to be applicable in California as a Standard
Exception classification to telecommuting employees only if the classification that they would otherwise
be assigned to does not explicitly include clerical (some of these classifications have lower advisory pure
premium rates than Classification 8810). Exhibit 4 shows the distribution of policy year 2017 payroll by
geographical region within California for (1) Classification 8810, (2) all classifications that include clerical
within their definition and (3) all other classifications combined. As shown, in a number of regions, the
payroll of classifications that include clerical and for which Classification 8871 would not apply is
significantly greater than that reported in Classification 8810 and, as a result, the impact of the new
classification may be somewhat muted in California.

Exhibits 5 and 6 show the leading “Cause of Injury” codes and “Nature of Injury” codes, respectively, for
these classification groupings. As shown in Exhibit 5, claims with cumulative injury and repetitive motion
cause of injury codes are relatively more common in Classification 8810 and in classifications that
explicitly include clerical than in other classifications. Similarly, as shown in Exhibit 6, claims with mental
stress, carpal tunnel syndrome and other cumulative injury nature of injury codes are relatively more
common in Classification 8810 and in classifications that explicitly include clerical than in other
classifications. It is not clear the extent to which the frequency of these types of claims would be different
for an employee performing clerical duties at home rather than in the office. Also, with the COVID-19
pandemic, many workers have transitioned to working at home in non-optimal “home offices” virtually
overnight creating additional uncertainty around these types of injuries.

Staff is seeking the Committee’s feedback on the extent to which it is appropriate to differentiate the
proposed 2021 advisory pure premium rate for Classification 8871 relative to Classification 8810.
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Exhibit 1
Ratio of Classification 8871 Payroll to Classification 8810 Payroll

2.5%

m 5 Year Average
m Latest Available Year

2.2%

2.0%

1.5%

1.0%

0.5%

0.0%
New York NCCI All States Florida lllinois Virginia Georgia Colorado

Source: NYCIRB through Policy Year 2016 and NCCI states through Policy Year 2017 .

wGIRBCaIifornia® 5

Objective.Trusted.Integral.




Exhibit 2

Loss to Payroll Ratio of 8871 Relative to Class 8810 by Year & State
New York and NCCI All State Total
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Exhibit 3

Loss to Payroll Ratio of 8871 Relative to Class 8810 by Year & State
NCCI 5 Largest States for which 8871 Applies
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Exhibit 4

Payroll Distribution by Region in Select California Classifications
(Dollars in Billions)

Region Class 8810 | Classes that Other Total Class 8810 | Classes that Other Total
incl. clerical Classes incl. clerical Classes

Bay Area 381.5 27.0% 45.0% 30.6%
Los Angeles County 285.5 29.3% 19.3% 25.0%
Remainder of LA Basin 152.5 13.3% 11.4% 13.6%
Out-of-State 107.5 10.2% 8.2% 9.3%
San Diego County 81.1 8.5% 5.5% 7.0%
Central Coast 63.4 5.7% 5.3% 5.5%
Central Valley : : 42.1 2.7% 1.8% 4.4%
Sacramento : : 31.4 2.3% 2.3% 2.9%

Remaining Cal. Regions : : 17.3 1.0% 1.1% 1.7%
M Total 1,162.2 100.0% 100.0% 100.0%
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Exhibit 5

Leading Causes of Injury in Select California Classifications

Class 8810 Classes that include clerical Other classes

| | | | | Injury Sub Category Class 8810 Classes incl. Other classes
X. Miscellaneous Causes : : : clerical

98-Cumulative, NOC 12.3% 6.9% 5.6%
99-Other - Miscellaneous, NOC 9.5% 7.8% 6.1%

IX. Rubbed or Abraded by

VIII.Struck or Injured by

VII. Striking Against or Stepping on

Injury Sub Category Class 8810 Classes incl. Other classes
VI. Strain or Injury by j j j j j j clerical
60-Strain or Injury By, NOC 7.6% 6.7% 6.8%
V. Motor Vehicle 97-Strain by - Repetitive Motion 15.8% 11.4% 4.8%
. . . Injury Sub Category Class 8810 Classes incl. Other classes
IV. Fall, Slip or Trip Injury clerical
29-Fall - On Same Level 8.1% 7.3% 5.1%
lll. Cut, Puncture, Scrape Injured by 31-Fall, Slip or Trip Injury, NOC 7.8% 7.4% 6.4%

Il. Caught In, Under or Between

I. Burn or Scald — Heat or Cold Exposures —
Contact With

0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00% 35.00% 40.00%

Source : Incurred losses are from Policy Year 2017 Unit Statistical Reporting data, at report level 1.
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Exhibit 6
Leading Nature of Injury Codes in Select Classifications

Class 8810 Classes that include clerical Other classes

[ll. Multiple Injuries

Injury Sub Category Class 8810 Classes incl. Other classes
clerical

77-Mental Stress 4.37% 3.20% 0.77%
78-Carpal Tunnel Syndrome 5.23% 2.83% 0.64%
80-All Other Cumulative Injury, NOC 10.35% 8.36% 5.89%

Il. Occupational Disease or Cumulative Injury

. Specific Injury

0.00% 20.00% 40.00% 60.00% 80.00% 100.00%

Source: Incurred losses are from Policy Year 2017 Unit Statistical Reporting data, at report level 1.
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