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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 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,
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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.
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Presenter
Presentation Notes
ANTITRUST NOTICE

As members of the Workers’ Compensation Insurance Rating Bureau of California (WCIRB) and their agents, you are bound, when involved in presentations, meetings or other activities of the WCIRB, to limit your actions (and discussions other than social ones) to matters relating to the business of the WCIRB. Matters that do not relate directly to WCIRB business should be avoided. Members and their agents should particularly avoid discussions or conduct that could be construed as intended to affect competition (or access to markets). Thus, as members and their agents, 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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January 1, 2021 Pure Premium Rate Filing - Summary

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

1/1/2021 Indicated 1/1/2020 Indicated 1/1/2020 Average 1/1/2021 Indicated
Average Pure Average Pure Approved Pure Advisory Pure
Premium Rate: Premium Rate: Premium Rate: Premium Rate Change:

($1.50 excluding COVID-19 (reflects 6/30/2019
claim projection) experience)

Re-evaluate in September based on Updated Data
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Average Pure Premium Rates per $100 of Payroll

$3.00

$2.00

$1.56 $1.52 $1.55

$1.00

$0.00

WCIRB Proposed 1/1/2021 Approved 1/1/2020 WCIRB Filed 1/1/2020 Adjusted for 6/30 Approved 1/1/2015
Experience Presented at Hearing

wGl RBCaIifornia® 4

Objective. Trusted. Integral. Source: WCIRB pure premium rate filings. Includes adjustment for the payroll limitations adopted to be effective in 2020 applicable to five classifications.

>
—_
@®
S
£
>
0p]
1
(@)}
=
LE
O
-
@©
o
£
=
£
()
—
o
o
—
-]
o
o
AN
o
(QV
‘_.
>
@©
-]
c
©
-
~
o




Drivers of January 1, 2021 Advisory Pure Premium Rate Increase

$1.60

$1.55

$1.40

$1.20
WCIRB Indicated
Pure Premium Rate
at CDI Hearing

1% Reduction
$1.53

Indicated Based on
12/31/19 Data

1% Reduction
$1.51

Impact of Negative Trend
Extended 7 Months

1% Reduction
$1.49

Impact of Methodology
Refinements and Updated
Severity Projections

4% Increase

$1.56
0.5% Increase
$1.50
Increase in Indicated Estimated COVID-19
Experience Rating Impact
Off-Balance

wcl RBCaIifornia®
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Review of
March 31, 2020
EXxperience




Projected Medical Loss Development

As of March 31, 2020

Estimated Ultimate Medical Losses at Quarterly Evaluations

m12/31/2018 = 3/31/2019 12/31/2019 = 3/31/2020
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wcl RBCaIiforn ia® Note: For consistency of comparison, projections are based on a common loss development methodology and do not reflect refinements made by the WCIRB to the methodology over time. 7 g
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Claim Settlement Rates

Closed Indemnity Claims as a % of Estimated Ultimate Claim Count

Most Recent Diagonal mPrevious ®2nd Previous m3rd Previous
I I I

88%
63 Months
84%

84%
51 Months

78%

75%
39 Months

59%
27 Months

35%

15 Months
31%
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Change in Pharmaceutical Costs Per Claim by Service Year

Change in Pharmaceutical Costs Per Claim by Service Year

0% —
= B
-14%
'200/0
-26% -25%
-32%

-36%

-50%

-84%

-100%
2013 2014 2015 2016 2017 2018 2019 Cumulative

Service Year

Source: WCIRB medical transaction data. w c I RBca I iforn ia® 5
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Impact of Economic Slowdown

Annual Change in California Unemployment Rate

175%
125%
75%
Great
Recession
A
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-25%
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Source: Bureau of Labor Statistics, UCLA Anderson Forecast

1974 1978 1982 1986 1990 1994 1998 2002 2006

COVID-19
Slowdown
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Historical and Forecast Wage Growth

Actual I Forecast
)
(=)
X 3.8
N
8
<
© 2.6
e 3
>
(O]
E 1.5 £
(&) 2
2 S
x
L
o
AN
0 8
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 c;
Calendar Year 'CC%
=
©
=
Q0
>
[0}
WCIRBciiornia: x
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Change in Average and Median Wage during Great Recession

8% =+=Change in Average Wage  =m=Change in Median Wage
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Source: BLS Occupational Employment Statistics Data 12




Indemnity Claim Frequency — Alternative Accident Year 2020 Projections

® Projected Change ® Projected Change Ex. Shift in Industrial Mix

0%
-3% -3%
-5%
-10%
15% -14%
Pre-COVID-19 Updated Economic Data &
WCIRB Projection No Adjustment in Proportion of

Cumulative Trauma (CT) Claims

wcl RBCaIifornia®

Objective. Trusted.Integral. Source: BLS Occupational Employment Statistics Data

-10%

Updated Economic Data &
Change in Proportion of CT Claims
Comparable to Last 2 Recessions
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Projected Changes in On-Level Indemnity Severity

As of March 31, 2020
7.5%

5.0%
4.2%

3.0%
2.5%
0.8% 0.7%

0%

-0.7%

-2.5%
-2.5% -2.7%

_3.50 -3.4%
-3.7% 3.5% 429 o -3.9%

-7.5%
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: o o
+1.1% -1.4%
1990 to 2019 2005 to 2019 WCIRB Selected
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Objective. Trusted. Integral. Source: WCIRB aggregate financial data and projections

o
(&}
c
Q0
—
(]
o
X
L
o
AN
o
AN
‘_.
(ap}
£
(@]
[ .
(©
=
Y—
o
=
Q
>
[0}
o
(9
o




Policy Year 2021 — Estimated Medical Paid by Year

As of December 31, 2019

>50% of Total Medical
Paid in 2022-2025
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Projected Changes in On-Level Medical Severity

As of March 31, 2020

10%

5%
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3.0%

2.0% .
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-2.3%
-3.8%
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-5%

Accident Year

Annual Exponential Trend Based on:
,, -0.1% +1.6% +5.5%

2015 to 2019 2005 to 2019 1990 to 2019 WCIRB Selected
(Incl. MCCP)

chRBCalifornia® 16

Objective. Trusted. Integral. Source: WCIRB aggregate financial data and projections. Excludes MCCP costs.
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COVID-19 Claim
Cost Projection
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COVID-19 Claim Cost Projection
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

Projections (as of 8/3/2020) 12,531 15,158 17,602

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

Estimated statewide
COVID-19 deaths 20,046 22,490

Estimated COVID-19 deaths
for the working age 7,790
population (18-69 years)
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wcl RB . . ® Source: CDPH: https://update.covid19.ca.gov/
Ca I |f°|'|n =) MIT-YYG projection: https://covid19-projections.com/us-ca 18

Objective. Trusted. Integral. IHME projection: https://covid19-projections.com/us-ca




COVID-19 Claim Cost Projection
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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Objective. Trusted. Integral. Source: https://91-divoc.com/pages/covid-visualization/
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COVID-19 Claims Cost Projections
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 | % Change between
(18-69 years) (end of July/Early Aug) 2020 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)

wcl RBCaIifornia®

Objective. Trusted. Integral. Source: CDC COVID-NET, COVID Tracking Project.
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COVID-19 Claim Cost Projection
COVID-19 WC Claims vs. COVID-19 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)

22,261 COVID-19 Claims Filed in WCIS
(as of July 23, DWC)

/
165,688 COVID-19 Cases (18-69 yrs) likely to

File a WC Claim (as of July 25)
=13.4%

‘ Adjusting for approx. 10% claim denial rate:
=12%

wcl RBCaIifornia® 21
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COVID-19 Claim Cost Projections
Estimate Relativity for AY 2021 COVID-19 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

Potential for ongoing treatments and vaccines to reduce COVID-19 risk in 2021 and 2022
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Ca I Iforn =) 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- y)
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WCIRB Projected Cost of COVID-19 Claims for Insured System

$800

$700

$520

Dollars in Millions

$400

$230

$0
Accident Year 2020 Accident Year 2021 Accident Year 2022
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Ratio of COVID-19 Claims to Payroll Relative to Statewide Average

62 - Health Care and
Social Assistance

11 - Agriculture, Forestry, Fishing and Hunting
72 - Accommodation and Food Services
44 - Retail Trade
48 - Transportation and Warehousing
22 - Utilities
81 - Other Services (except Public Administration)
92 - Public Administration
31 - Manufacturing
23 - Construction
21 - Mining, Quarrying, and Oil and Gas Extraction
61 - Educational Services
56 - Administrative and Support; and Waste Management; and Remediation Services
42 - Wholesale Trade
53 - Real Estate and Rental and Leasing
71 - Arts, Entertainment, and Recreation
8810 - Clerical
52 - Finance and Insurance
8742 - Outside Sales
54 - Professional, Scientific, and Technical Services

51 - Information
55 - Management of Companies and Enterprises

0% 100% 200% 300% 400% 500% 600%

wGIRBCaIifornia®
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Questions and
Answers
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Questions

File View Help
| (=) Audio
O Telephone

Y ® Mic & Speakers Settings

0/

¥

(=) Questions

& MUTED )0

=)o) (=)(x)

[Enter a question for staff]

Webinar Housekeeping
Webinar ID: 275-918-366

GoTo\Webinar

wGIRBCaIifornia®
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Asking a Question

You may submit questions using the Questions
panel. Time permitting, we may be able to answer
your question during the webinar; otherwise, we will
respond offline.

26

n
c
0
-—
N
()
>
a
()
o




SR N\_\ﬁﬁ. h_ﬁ__‘ ___.. i _._..

T N R FT P T PR

Resources

WCIRB



More Resources at WCIRB.com

W CcovID-19 | WCIRE California X 4 - ] x
< - C (O @& wcrb.com/covid-19 A4
WCIRBcaiiforniac
Ob]ecme.Tmsted_wggm_caIlfornla ABOUT US FILINGS AND PLANS RESEARCH ONLINE SERVICES LEARNING CENTER Search Q

b

WCIRB COVID-19
Landing Page

wcirb.com/covid-19

Latest News Research g
COVID-19 FAQs a
- WCIRB Evaluates Governor's COVID-19 ~ Evaluation of Cost Impact of Governor =
Committee Documents Executive Order Impact on Workers’ Newsom'’s Executive Order on Rebuttable -
Compensation Costs Presumption for California COVID-19
California Department of Insurance . ’ .
i ~ WCIRB COVID-18 Resouirces in One Place Workers’ Compensation Claims
WCIRB Service Changes — Bulletin 2020-09 Coronavirus Disease — — Cost Evaluation of Potential Conclusive
2019 (COVID-19) Claim Reporting COVID-19 Presumption in California Workers’
WCIRB CompEssentials® Promo Requirements Compensation

— WCIRB Responds to the COVID-19 Crisis

~ WCIRB Continues to Provide Services

During California Shelter-in-Place Order
Webinars Rules and Regulatory Changes Administrative
— Register Now: WCIRB Evaluation Executive — WCIRB Submits Special Regulatory Filing — Notice of Service Changes Due to
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https://wcirb.com/covid-19

WCIRB

vCompEssentlals

WCIRB CompEssentials®
Online Training

WCIRB CompEssentials®
CERTIFICATION

Complete all 4 courses and earn certification
Online Courses at your Own Pace

| 1 About the System

2 Ownership
3. Classification Basics
Dﬁlo@ Ea: aﬁd:l?w If 4. Experience Rating
wGIRBCallfornla E -
Objective.Trusted.Integral.



Presenter
Presentation Notes
Complete all 4 courses and earn certification 
Differentiate yourself from the competition by gaining workers’ comp knowledge
Solve customer questions quickly and improve retention
Increase proficiency in individual risk assessment
Earn Continuing Education (CE) credits for passing each course

********************************************************************************************************************************************
Jennifer narrow down to this:
Earn certification 
 
Differentiate yourself 
 
Solve questions quickly 
 
Increase workers' comp proficiency 
 
Earn Continuing Education credits  



For IIABCal discount: tinyurl.com/IIABCalCE

Actual link: https://compessentials.wcirb.com?KeyName=IIABCal_AgentsBrokers


https://www.wcirb.com/compessentials

wcirb.com

NGIRBCaIifornia®

Objective.Trusted.Integral.

1221 Broadway, Suite 900
Oakland, CA 94612
888.CA.WCIRB (888.229.2472)

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