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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.

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

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

Each WCIRB member company (Company) is authorized to reproduce any part of this work
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- . . l WCIR_’B Governing Committee
Actuarial Committee Review Meeting of August 12, 2020
March 31, 2020 Experience

Key Considerations

Pre-Pandemic Development & Claim Settlement Trends Moderating
Impact of Economic Slowdown
Severity Growth Projections
COVID-19 Claim Cost Projection

» Recommended Methodologies Generally Consistent with 1/1/2020 Filing

* |ncludes Adjustments to Long-Term Loss Development and ALAE Development for Claim Settlement Acceleration
= 1/1/2021 Indicated Average Pure Premium Rate: $1.56 ($1.50 excluding COVID-19 claim projection)

= 1/1/2020 Indicated Average Pure Premium Rate: $1.55 (reflects 6/30/2019 experience)

= 1/1/2020 Average Approved Pure Premium Rate: $1.52

= 1/1/2021 Indicated Advisory Pure Premium Rate Change: +2.6%

= New Telecommuting Classification: Review of Proposed Advisory Pure Premium Rate

wcl RBCaIifornia® 2
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January 1, 2021 Pure Premium Rate Filing

Y

Historical Accident Years Accident Year 2020 Projected Ratio of Policy
Typically Used in 1/1/2021 Typically Not Used Directly Year 2021 Loss & LAE to
Filing Evaluated as of in the 1/1/2021 Filing Pure Premium is Basis of
3/31/2020 1/1/2021 Filing

Experience-to-Date Largely Premium and Claim 2021 Policy Year still
Unaffected by COVID-19 Experience Heavily impacted by COVID-19 but
Recent Projections of Losses Impacted by COVID-19 some trends may have
Relatively Stable Impacts Won't be Well stabilized.

Understood before 2021 Challenges will be projecting

exposure, frequency and
severity trends from AY 2019

to PY 2021
u'GIRBCaIifornia® 3
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- - . . WCIR_’B Governing Committee
Drivers of Actuarial Committee Recommendation l Meeting of August 12, 2020
Indicated January 1, 2021 Advisory Pure Premium Rates

$1.60 4%
1% Increase
_ o
Reduction 1% 0
: 0.5%
Reduction LA
. Increase
Reduction
$1.40
$1.55
$1.49 $1.50
$1.20
WCIRB Indicated PPRate at  Indicated at 4/8 Gov. Impact of Negative Trend Impact of Methodology Increase in Indicated Estimated COVID-19
CDI Hearing Comm. Meeting Extended 7 Months Refinements and Updated Experience Rating Off- Impact
Severity Projections Balance
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. . WCIF_{B Governing Committee
Development and Claim Settlement Trends Moderating l Meeting of August 12, 2020
Projected Ultimate Medical Loss Ratios

As of March 31, 2020
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Note: All loss ratios are adjusted to the loss development methodology reflected in the 8/4/2020 Actuarial Committee Agenda and may not be comparable to the actual loss ratios
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1 HEG) Source: WCIRB aggregate financial data
California :

Objective.Trusted.Integral.




. . WCIR_’B Governing Committee
Development and Claim Settlement Trends Moderating l Meeting of August 12, 2020
Incremental Indemnity Claim Settlement Ratios

As of March 31, 2020
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WCIRB Governing Committee
Loss Development Methodology l Vieeting of August 12, 2020
Basis of Actuarial Committee Recommendation

» Reform & Claim Settlement-Adjusted Paid
- Paid development has recently been more stable and accurate
- Paid development has historically been more consistent across insurers than incurred development

- Includes adjustment to medical for SB 1160 reduction in lien filings and impact of reduction in pharmaceutical
costs

- Includes adjustment to long-term paid development to reflect declining settlement rates

March 31, 2020 experience emerging consistent with prior quarters and projections
- Stay-at-home orders did not begin until late March
- Services performed in late March typically not paid until subsequent quarters

Experience for the remainder of 2020 likely distorted by stay-at-home period and other COVID-19 issues

Post-3/31/2020 loss development for claims open in 2020 likely significantly impacted

Actuarial Committee Vote
- Indemnity: Unanimous support
- Medical: 7 in Favor — 1 Opposed, 1 Abstention
- Committee member opposed supports applying 50% weight to adjusted incurred method for medical
- Committee member abstaining indicated some concern with adjustment to loss development tail

wcl RBCaIifornia® 7
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. : . WCIR_’B Governing Committee
Projected Indemnity On-Level Loss Ratios under l TR IS S
Alternative Development Methods

As of March 31, 2020
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. ) . WCIF_QB Governing Committee
Projected Medical On-Level Loss Ratios under l e R 2 20
Alternative Development Methods

As of March 31, 2020
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) l WCIR_’B Governing Committee
Trendlng Methodology Meeting of August 12, 2020

Basis of Actuarial Committee Recommendation

= Wage inflation adjusted to reflect current economic impact

» Separate Frequency and Severity Trend Projections Applied to the Average of the Latest Two Accident Years

Retrospective tests show method performs better during periods of transition
Allows for separate assumptions and actuarial judgment about future frequency and severity trends
Wage projection adjusted for shifting mix of high and low wage workers

Frequency projection adjusted for impact of economic downturn and prior recessions’ impact on proportion of
cumulative trauma claims

Slowdown in medical services will likely impact severities
Severity growth projections increased moderately given economic and claim-related pandemic effects

= Actuarial Committee Vote

Indemnity: 8 in Favor — 1 Abstention

Committee member abstaining has different approach in projecting future indemnity severity growth
Medical: 8 in Favor — 1 Opposed

Committee member opposed supports a lower medical severity growth projection

= High Uncertainty as to COVID-19 Impact on Frequency, Severity and Wage Growth Forecasts

“'GIRBCaIifornia® 10
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_ l WCIR_’B Governing Committee
Impact of Economic Slowdown Meeting of August 12, 2020
Average Wage Forecasts

= Current forecasts of average wage changes are from March 2020 UCLA and April 2020 Department of Finance
- Average wage forecast is not included in the June 2020 UCLA forecast

2020 2021 2022
1.5% 2.6% 3.8%

» Considerations
- No updated UCLA forecast for June
- Wage forecasts are not adjusted for changing industrial mix
- Relatively greater loss of lower wage employment
- Past forecasts have overstated wage inflation in prior recessions

» Actuarial Committee recommendation: Reduce 2020 forecast by 0.8% based on past recessionary differences
between mean and median wage growth

“'GIRI;CaIifor'nia® 11
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_ WCIR_’B Governing Committee
Impact of Economic Slowdown l Meeting of August 12, 2020
Comparison of Recession Year Wage Forecasts

6% 1 m UCLA Forecast Quarter Prior to Recession
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wc I RB . . ® Source: UCLA Anderson School of Business
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_ WCIR_’B Governing Committee
Impact of Economic Slowdown l Meeting of August 12, 2020
Change in Average and Median Wage during Great Recession
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_ WCIR_’B Governing Committee
Impact of Economic Slowdown l Meeting of August 12, 2020
Change in Economic Variables in WCIRB Frequency Projection
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. WCIRB Governing Committee
Impact of Economic Slowdown l Meeting of August 12, 2020
Frequency Model Forecasts of 2019 to 2022

5% 1

0% -
-2.1%
-5% -
-6.6% -6.3%
-10% A
-10.6% Actua.rlal
Committee
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No Change in CT Index CT Index Increase Comparable CT Index Increase Comparable
to Prior Two Recessions to Great Recession
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Impact of Economic Slowdown
Claims Reported by Quarter (excl. COVID-19 Claims) Indexed to 2018 Q1
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_ WCIR_’B Governing Committee
Impact of Economic Slowdown l Meeting of August 12, 2020
Potential Impact on Exposure — Based on WCIRB Employer Surveys
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Severity Growth Projections
Impact of Delayed First Medical Service on Incurred Indemnity
Soft Tissue Claims

Incurred Indemnity Benefits Comparing Delayed Group to Similar Early Group

Early Group mm Delayed Group Percent Difference
26%
$20,579
$19,624
1% $16,960
15,549
$14,681 b
$13,437
$11,271
$10,146
Report Level 1 Report Level 2 Report Level 3 Report Level 4

u'GIRBCaIifornia® 18
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. - . l WCIR_’B Governing Committee
Severity Growth Projections Meeting of August 12, 2020
Projected Changes in On-Level Indemnity Severity

As of March 31, 2020
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o
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0.9% 0.8%  0.7%
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Accident Year

Annual Exponential Trend Based on:
1990 to 2019: +1.1%
2005 to 2019: -1.4%
2015 to 2019: -1.2%

Actuarial Committee Recommended: +1.0%
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Severity Growth Projections PR o s cormies
Policy Year 2021 — Estimated Medical Paid by Year

As of December 31, 2019

25%
>50% of Total Medical Paid
in 2022-2025
20% :
T.LA . >25% of Total Medical
17% Paid in 2030 or Later
15%
11% 1%
10%
8% 79, 8%
5% 5% 5%
0
3% 3% g0
0%
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031-2035 2036-2040 2041 & Later
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Severity Growth Projections
Impact of Delayed First Medical Service on Incurred Medical
Soft Tissue Claims

Incurred Medical Benefits Comparing Delayed Group to Similar Early Group

Early Group mmDelayed Group Percent Difference
36% 359
26%
$22,816 $23,327
$21,380
9%
$15,912 $17.000 $16,732 $17,228
$14.592 pmm

Report Level 1 Report Level 2 Report Level 3 Report Level 4
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WCIRB Governing Committee
Severity Growth Projections l Meeting of August 12, 2020
Projected Changes in On-Level Medical Severity

As of March 31, 2020

10% - 9.1%
7.3%
o 5.4%
5% A 4.8% 3.0% 4.0%
1.8% 2.0% =
0.2%
0%
0
-0.8% -0.7% -0.1%
-2.3%
o -3.8%
-10% -
05-06 06-07 07-08 08-09 09-10 10-11 11-12 12-13 13-14 14-15 15-16 16-17 17-18 18-19

Accident Year

Annual Exponential Trend Based on:
1990 to 2019 (Incl. MCCP): +5.5%
2005 to 2019: +1.6%
2015 to 2019: -0.1%

Actuarial Committee Recommended: +2.5%
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WCIRB Governing Committee
Loss Adjustment Expense Projection Methodology l Vieeting of August 1z, 2020
Basis of Actuarial Committee Recommendation

= ULAE data for 2016-2019 reflects updated allocation method (open indemnity counts)
= ULAE projection methodology consistent with prior years (Private Insurers Only)

= ALAE Methodology
- Trended ultimate severity per open indemnity claim based on private insurer ALAE
- ALAE projection adjusted for SB 1160 lien reduction
- New recommended adjustment to ALAE development for claim settlement acceleration

= MCCP Methodology
- Similar to ALAE except uses statewide experience and no reform or claim settlement adjustments

» Projected LAE ratio: 34.0% of losses (compared to 36.4% in 1/1/2020 Filing)

= Actuarial Committee Votes
- 8 in Favor — 1 Abstention
- Committee member abstaining used slightly different frequency, loss ratio and trend assumptions

wcl RBCaIifornia® 23
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- . . l WCIR_’B Governing Committee
COVI D-1 9 Clalm COSt PrOjeCtlon Meeting of August 12, 2020

Basis of Actuarial Committee Recommended Methodology

= Very challenging projections as limited information on COVID-19 rates in 2021 and 2022

= COVID-19 Projection Methodology — Projection of AY 2020 California Working Age COVID-19 Claim Costs
- Estimate 2020 COVID-19 deaths based on two available projection models extended to end of year
- Estimate 2020 COVID-19 hospitalizations based on assumed “first wave” hospitalization rate from other states
- Validated for reasonableness against death and hospitalizations reported-to-date
- Assumed existence of presumption roughly comparable to presumption in Governor’s Executive Order
- Severity by claim type projected equal to severities in WCIRB'’s evaluation of Governor’s Executive Order

- “Converted” to workers’ compensation claims based on historical relationship of workers’ compensation claims to
statewide working age COVID-19 claims through late July

= COVID-19 Projection Methodology — Projection of AYs 2021-22 California Working Age COVID-19 Claim Costs
- Estimate AYs 2021-22 COVID-19 claim costs based on judgmentally assumed relativity to AY 2020 claim costs

= COVID-19 Projection Methodology — Adjustment to proposed 2021 classification advisory pure premium rates
- Spread to classification as additive factor rather than multiplicative factor
- Additive factors applied to industry sector on low, medium and high basis depending on rate of COVID-19 claims
- Temper indications by industry sector based on limited information available (review again in September)

= Actuarial Committee Vote
- 8 in Favor — 1 Abstention
- Committee member abstaining supported general approach but used slightly different assumptions

wcl RBCaIifornia® 24
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COVID-19 Claim Cost Projection l Meeting of Auguat 12, 2020
Estimated AY 2020 Statewide COVID-19 Deaths

» Projected statewide deaths up to Nov 1 based on the latest published projections from IHME and MIT-YYG
and extended to end of 2020

= Applied the forecasted incremental change from Oct to Nov to last two months of 2020 assuming a
potential winter wave

= Adjusted to the working-age population (18-69 years) based on the CDPH'’s age distribution of deaths

7/1/2020 | 8/1/2020 |  9/1/2020 | 10/1/2020 | 11/1/2020 | 12/1/2020 | 12/31/2020
Ca DPH (Actual) 6,090 9,356

Avg. of MIT-YYG and IHME 12,531 15,158 17,602
Projections (as of 8/3/2020)

Incremental Monthly 2,628 2,444 2,444 2,444
Change

Estimated statewide 20,046 22,490
COVID deaths

Estimated COVID deaths 7,790
for the working age
population (18-69 years)

wcl RB . . ® Source: CDPH: https://update.covid19.ca.gov/
Ca I |f°|‘| nia MIT-YYG projection: https://covid19-projections.com/us-ca 25
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COVID-19 Claim Cost Projection Mesting of August 12, 2020
Basis of Estimated AY 2020 Statewide COVID-19 Hospitalizations

New Confirmed COVID-19 Cases per Day by US States/Territories, normalized by population

(7-day Average)
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COVID-19 Claims Cost Projections | [k
Current vs. Projected COVID-19 Deaths and Hospitalizations

» Staff's Recommendation: using MA's cumulative hospitalization rate to project California’s statewide
hospitalizations

California Working Age Population Current Projected to 2020 % Change between
(18-69 years) (end of July/Early Aug) Year End Aug and Dec 2020

Total Deaths

Total Hospitalizations (incl. deaths)

Mortality per 100k

Total Hospitalizations per 100k (incl. deaths)

Mortality in the Hospital (deaths / total
hospitalized)

= |f using the average of MA and MD to project statewide hospitalizations:

California Working Age Population Current Projected to 2020 % Change between
(18-69 years) (end of July/Early Aug) Year End Aug and Dec 2020

Total Hospitalizations (incl. deaths)
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COVID-19 Claim Cost Projection [y
COVID WC Claims vs. COVID Cases for the Working Age Population

Key Assumptions:

= Approximately 10% of claims filed are denied

= About 50% of mild claims will be filed

= Approximately 83% of California Infections (CDC 8/2/2020) are of the working age population (18-69 yrs)

COVID Claims Filed in WCIS
(as of July 23, DWC): 22,261

/

‘ COVID Cases (18-69 yrs) likely to File a

_ - WC Claim (as of July 25): 165,688
=13.4%

Adjusting for approx. 10% claim denial
rate:

=12%

NGIRBCaIifornia® 28
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COVID-19 Claim Cost Projections l Mecting of August 12,2020
Estimate Relativity for AY 2021 COVID Claims Compared to AY 2020

» Published Forecasts for COVID-19 in 2021 indicate 2021 is not significantly better or worse than 2020

- More infection waves beyond 2020 and likely continue until July 2022 based on mathematical
modeling

- Outbreaks likely last 18-24 months and won'’t halt until >60% of the population is immune based on
review of past global pandemics

- Similar number of hospitalizations in 2021 compared to 2020 not unreasonable (based on a Health
Affair article)

- A worst-case scenario analysis in U.K. by the U.K. Academy of Medical Sciences
» Hospital deaths during Jan/Feb 2021 more than doubled that of spring 2020
- Yet no study accounted for the potential impact of a vaccine or existing/new treatments

= National and local public health experts anticipate repeated waves in the future

. . ® Source: https://www.healthaffairs.org/do/10.1377/hblog20200518.567886/full/ , https://science.sciencemag.org/content/368/6493/860 ,
Ca I |f0|'|n ia https://www.cidrap.umn.edu/sites/default/files/public/downloads/cidrap-covid19-viewpoint-part1_0.pdf , https://www.nytimes.com/2020/05/08/health/coronavirus-pandemic-curve- 29
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WCIRB Governing Committee
COVID-19 Claim Cost Projection l Mestng of August 12,2020
Published Information on Improved Treatments and Potential Vaccines
» Available Treatments for COVID-19
- Dexamethasone (an anti-inflammatory steroid recommended for severe COVID infections)
* Prelim report showed mortality reduced by 12% among ICU patients
- Remdesivir (FDA approved for hospitalized patients)
« Shown to reduce time to recovery by 4 days (15 days vs. 11 days)

- Convalescent plasma (FDA approved for severe or life threatening COVID-19)
- Prone positioning reduces need for ventilators by 46%

» Treatments under clinical trial investigation (about 1,900 ongoing trials)

- Inhaled beta interferon: a U.K. trial showed an 80% mortality reduction among 100 hospitalized
patients

- Plasma-based therapy

= Potential vaccines
- An effective vaccine by early 2021 highly likely
* > 140 potential COVID vaccines in various stages of development (\WWHO)

- A study on 2009 influenza pandemic (H1N1) shows the vaccines prevented about 4% of both deaths
and hospitalizations, and 3% of total infections.

» Improved clinical guidelines for treating COVID-19

. . ® Source: https://pubmed.ncbi.nlm.nih.gov/32678530/, https://jamanetwork.com/journals/jamainternalmedicine/fullarticle/2767575, https://www.synairgen.com/wp-
Ca I |fo rnia content/uploads/2020/07/200720-Synairgen-announces-positive-results-from-trial-of-SNG001-in-hospitalised-COVID-19-patients.pdf, 30

Objective.Trusted.Integral. https://www.uptodate.com/contents/coronavirus-disease-2019-covid-19-management-in-hospitalized-adults




. . . l WCIR_’B Governing Committee
COVID-1 9 Clalm COSt PrOJQCtlon Meeting of August 12, 2020
AY 2020 Projected COVID-19 Claim Costs — Actuarial Committee Recommendation

(1) AY 2020 Statewide Deaths Working Age Population: 7,800
(2) AY 2020 Statewide Hospitalizations (ex deaths) Working Age Population: 41,200
(3) WC Death and Hospitalization Claim Conversion Factor: 12%
(4) AY 2020 Estimated WC Death Claims: (1) x (3) 940
(5) AY 2020 Estimated WC Death Claim Costs: (4) x Avg. Death Severity $0.4B
(6) AY 2020 Estimated WC Hospitalization (ex. deaths) Claims: (2) x (3) 4,950
(7) AY 2020 Estimated WC Hospitalization Claim Costs: $0.7B

(6) x Avg. Hospitalization Severity
(8) Statewide AY 2020 COVID-19 Loss & LAE: (5) + (7) + (mild claim costs) $1.1B
(9) Insured Market Share of COVID-19 Claims: 63%
(10) Projected AY 2020 Insured Market COVID-19 Loss & LAE: (8) x (9) $0.7B

wc Il;CaIifor'nia® 31
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l WCIR_’B Governing Committee
COVID-19 Claim Cost Projection Hieeting of AUQUSELS, 2020
AY 2021 Projected COVID-19 Claim Costs — Actuarial Committee Recommendation

11) Estimated Relativity AY 2021 to AY 2020 COVID-19 Claims: 1.0

12) Judgmental Adjustment for Improved Treatment & Potential VVaccine: 25%
13) AY 2021 Insured Market COVID-19 Loss & LAE: (10) x (11) x {1 — (12)} $0.52B
14) AY 2021 Insured Market Projected Non-COVID-19 Loss & LAE: $10.9B
15) AY 2021 COVID-19 Adjustment Factor: (13) / (14) 4.7%
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l WCIR_’B Governing Committee
COVID-19 Claim Cost Projection Hieeting of AUQUSELS, 2020
PY 2021 Projected COVID-19 Claim Costs — Actuarial Committee Recommendation

16) Estimated Relativity AY 2022 to AY 2020 COVID-19 Claims: 0.33
(incl. Judgmental Adjustment for Improved Treatment & Potential Vaccine)

17) AY 2022 Insured Market COVID-19 Loss & LAE: (10) x (16) $0.23B

18) AY 2022 Insured Market Projected Non-COVID-19 Loss & LAE: $12.0B

19) AY 2022 COVID-19 Adjustment Factor: (17) / (18) 1.9%

20) 1/1/2021-8/31/2021 Policy Period COVID-19 Adjustment Factor 3.8%

{(15) X 67%} + {(19) x 33%)
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- . . WCIR_’B Governing Committee
COVID-19 Claim Cost Projection l Meeting of August 12, 2020
Classification Advisory Pure Premium Rates

= Actuarial Committee Recommendation — 1/1/2021 — 8/31/2021 Policy Period
- Projected COVID-19 Loss & LAE 3.8% of total loss & LAE
- Approximately $0.06 per $100 of payroll

* Proposed 2021 Advisory Pure Premium Rates — Actuarial Comm. Recommendation

- Apply additively not multiplicatively

- Vary by industry sector between “high”, “medium” and “low” additive factors based on ratio of
reported COVID-19 claims to estimated payroll in industry sector

- “High” sectors include health care and agriculture with a ratio more than twice the statewide average

- “Low” sectors include information and finance as well as others with a ratio less than half the
statewide average

- Balance overall adjustments to statewide average

- Temper indications based on preliminary data due to data limitations

- Low rated classifications could see significant increase in advisory pure premium rate

- Re-evaluate in September

“'G“‘BCalifor'nia®
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WCIRB Governing Committee

COVID-19 Claim Cost Projections Meeting of August 12, 2020
Estimated Relativity of COVID Losses to Payroll by Industry

62 - Health Care and Social Assistance

11 - Agriculture, Forestry, Fishing and Hunting

72 - Accommodation and Food Services

48 - Transportation and Warehousing

44 - Retail Trade

92 - Public Administration

22 - Utilities

81 - Other Services (except Public Administration)
61 - Educational Services

56 - Administrative and Support and Waste Management and Remediation Services
31 - Manufacturing

23 - Construction

42 - Wholesale Trade

21 - Mining, Quarrying, and Oil and Gas Extraction
53 - Real Estate and Rental and Leasing

71 - Arts, Entertainment, and Recreation

52 - Finance and Insurance

54 - Professional, Scientific, and Technical Services
51 - Information

55 - Management of Companies and Enterprises

0% 50% 100% 150% 200% 250% 300% 350% 400% 450%
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WCIRB Governing Committee
Meeting of August 12, 2020

Average Pure Premium Rates per $100 of Payroll

$2.00 r
$1.80
$1.56 1.55
1 50 $1.49 $1.52 $
$1.00
$0.50
$0.00
@1/1/21 Based on AC @1/1/21 Based on Bickmore Approved 1/1/20 WCIRB Filed 1/1/20 Adjusted for  Industry Average Filed as of
Recommendations Prelim. Recommendations June 30 Experience Presented at 7/1/20

Hearing

ulGl RBCalifornia® 36

Objective.Trusted.Integral.




WCIRB Governing Committee
Meeting of August 12, 2020

January 1, 2021 Change in Advisory Pure Premium Rates
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. g . . . WCIR_’B Governing Committee
Classification 8871 — Advisory Pure Premium Rate l Meeting of August 12, 2020
Summary

= Committee Requested that Staff Review at June 11, 2020 Meeting

= Other States Experience
- Class 8871 payroll very small relative to Class 8810 payroll (0.3% to 1.5%)
- Class 8871 loss to payroll ratio significantly less in NCCI states (approx. 65% lower)
- Class 8871 loss to payroll ratio somewhat higher in New York (approx. 10% higher)
- Classes 8810 and 8871 in other states include software engineers (Class 8859 in California)

= California
- Large portion of statewide payroll (20%) in classes that include clerical and not eligible for 8871
- CT claims significant in California and a disproportionate share of Class 8810 claims
- Class 8859 is 9% of statewide payroll and includes clerical so Class 8871 is not applicable

* Other Considerations
- Loss experience of new telecommuters may be different

= WCIRB Committee Review

- Consensus of C & R and Actuarial Committees is to not reflect other states’ experience in proposed
2021 advisory pure premium for Class 8871
- Review preliminary California loss to payroll experience in Class 8871 in 2021

“'G“‘BCalifor'nia®
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Classification 8871 — Advisory Pure Premium Rate o R
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
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Classification 8871 — Advisory Pure Premium Rate e
Loss to Payroll Ratio of 8871 Relative to Class 8810 by Year & State

e==New York  ==e==NCC| All States — = New York (Average) NCCI All States (Average)
160%
o 144%
140%
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120%
100%
93%
80%
71%
60%
*"55% 4%
40%
(0]
20%
0%
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Classification 8871 — Advisory Pure Premium Rate l Meeting of August 12, 2020
Loss to Payroll Ratio of 8871 Relative to Class 8810 by Year & State

175%

Florida lllinois Virginia —(Georgia —e—Colorado
150%
125%

100%

75%

50% / \ /o
25% = ’ . .
0%
2013 2014 2015 2016 2017 Ave. All Years

Policy Year
Source: NCCI.
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Meeting of August 12, 2020

Classification 8871 — Advisory Pure Premium Rate l
Payroll Distribution by Region in Select California Classifications

. | h h | h h
Region Class 8810 | Classesthat | Other Total Class 8810 | C'assesthat|  Other Total
incl. clerical Classes incl. clerical Classes

Bay Area 381.5 27.0% 45.0% 30.6% 32.8%
Los Angeles County 285.5 29.3% 19.3% 25.0% 24.6%
Remainder of LA Basin 152.5 13.3% 11.4% 13.6% 13.1%
Out-of-State 107.5 10.2% 8.2% 9.3% 9.2%
San Diego County 81.1 8.5% 5.5% 7.0% 7.0%

Central Coast 63.4 5.7% 5.3% 5.5% 5.5%
Central Valley . : 42.1 2.7% 1.8% 4.4% 3.6%
Sacramento : : 31.4 2.3% 2.3% 2.9% 2.7%
Remaining Cal. Regions : 17.3 1.0% 1.1% 1.7% 1.5%
Total 1,162.2 100.0% 100.0% 100.0% 100.0%

wcl RB | i ®
Callfornla Source: Payroll distribution is based on Policy Year 2017 Unit Statistical Data. Dollars in billions.
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WCIRB Governing Committee

Classification 8871 — Advisory Pure Premium Rate Meeting of August 12, 2020
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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. gn . . . WCIR_’B Governing Committee
Classification 8871 — Advisory Pure Premium Rate l Meeting of August 12, 2020
Leading Nature of Injuries in Select Classifications

Class 8810 Classes that include clerical Other classes

6.62%

[ll. Multiple Injuries 5.63%

6.05%

Injury Sub Category Class 8810 Classes incl. Other classes
20.88% clerical
el (57 lat : 77-Mental Stress 4.37% 3.20% 0.77%
Il. Occupational Disease or Cumulative Injury 13.01% e A VMR PN R, 5.93% 5 83% 0.64%
B 80-All Other Cumulative Injury, NOC 10.35% 8.36% 5.89%
72.51%
. Specific Injury 79.37%
86.15%
0.00% 20.00% 40.00% 60.00% 80.00% 100.00%
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. g . . . WCIR_’B Governing Committee
Classification 8871 — Advisory Pure Premium Rate l Meeting of August 12, 2020
Summary

= Committee Requested that Staff Review at June 11, 2020 Meeting

= Other States Experience
- Class 8871 payroll very small relative to Class 8810 payroll (0.3% to 1.5%)
- Class 8871 loss to payroll ratio significantly less in NCCI states (approx. 65% lower)
- Class 8871 loss to payroll ratio somewhat higher in New York (approx. 10% higher)
- Classes 8810 and 8871 in other states include software engineers (Class 8859 in California)

= California
- Large portion of statewide payroll (20%) in classes that include clerical and not eligible for 8871
- CT claims significant in California and a disproportionate share of Class 8810 claims
- Class 8859 is 9% of statewide payroll and includes clerical so Class 8871 is not applicable

* Other Considerations
- Loss experience of new telecommuters may be different

= WCIRB Committee Review

- Consensus of C & R and Actuarial Committees is to not reflect other states’ experience in proposed
2021 advisory pure premium for Class 8871
- Review preliminary California loss to payroll experience in Class 8871 in 2021

“'G“‘BCalifor'nia®
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