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ANTITRUST NOTICE

As members of the Workers’ Compensation Insurance Rating Bureau of California (WCIRB) and
their agents, you are bound, when involved in meetings, presentations, webinars or other
activities of the WCIRB, to limit your actions (as well as discussions and virtual chats, 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, chats 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.

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.

© 2025 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, Annual Business Comparative 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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Study of Recent Increases in ALAE Costs — Background

= Average ALAE costs increased significantly in recent years
o Discussed in CDI decision on September 1, 2024 Pure Premium Rate Filing

(058 Frictional Costs
Chart 38: Average Allocated Loss Adjustment
Expenses per Indemnity Claim

$14,000
: $12,646

$11,917 0O
$12,000 $10,575 - 0
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Source: Excerpt from the 2024 WCIRB State of the System Report, released July 25, 2024

= Analysis on factors driving increasing ALAE costs presented at this meeting
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Geo Study 2024 — Median Paid ALAE on PD Claims
(Exhibit 4.3)

Policy Year 2022
Median Paid ALAE on Permanent Disability Claims

2,400 - 2,700
2.700 - 3.000
3,000 & Above

01 - Yuba City/Redding/Far Morth
02 - Sonoma/MNapa

03 - Sacramento

04 - Stockton/Modesto/Merced

05 - Fresno/Madera

06 - Bay Area

07 - Peninsula/Silicon Valley

08 - Santa Cruz/Monterey/Salinas
0% - SLOrSanta Barbara

10 - Bakersfield

11 - Tulare/lnyo

12 - Ventura

13 - Santa Monica/San Fernando Valley
14 - San Bernardino/\West Riverside
15 - LAfLong Beach

16 — San Gabriel Valley/Pasadena
17 — Orange County

18 - ImperialRiverside

19 - 5an Diego
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. . Source: WCIRB 2024 Geo Study Report, released December 3, 2024.
Ca||f0rn|a‘“ Dataset developed by linking WCIRB's unit statistical report (USR) data with medical transaction and Dun and Bradstreet Hoovers (D&B Hoovers) data. 5

Objective. Trusted. Integral. Based on first report level USR data for policy year 2022. Excludes COVID-19 claims.




Geo Study 2024 — Change in Median Paid ALAE on PD Claims
(Exhibit 4.4)

PY 2021 to PY 2022 Change in Median Paid ALAE
on Permanent Disability Claims

01 - Yuba City/Redding/Far North
02 - Sonoma/Mapa
03 - Sacramenio
04 - StocktonModestaMerced
05 - Fresno/Madera
06 — Bay Area
07 - Peninsula/Silicon Valley
08 - Santa Cruz/Monterey/Salinas
09 - SsLOYSanta Barbara
10 - Bakersfield
11 - TularefInyo
12 - Ventura
13 - Santa Monica/San Fernando Valley
14 — San Bemardino/\Vest Riverside
15 - LAJLong Beach
16 - San Gabriel Valley/Pasadena
17 — Orange County
8 - Imperial/Riverside
19 - San Diego

. . Source: WCIRB 2024 Geo Study Report, released December 3, 2024.
Ca||f0rn|a‘“ Dataset developed by linking WCIRB's unit statistical report (USR) data with medical transaction and Dun and Bradstreet Hoovers (D&B Hoovers) data. 6

Objective. Trusted. Integral. Comparison based on first report level USR data, for policy year 2022 versus policy year 2021. Excludes COVID-19 claims.
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Comparison of Claims with “Significant” ALAE Costs — Background

» Compare characteristics of claims with significant ALAE with other claims based on USR paid ALAE
o “Significant ALAE” = Paid ALAE > $1,000
o “Non-Significant ALAE” = Paid ALAE > $0 and up to $1,000
o “No ALAE” = Paid ALAE = $0

» Explored characteristics such as:
o Settlement Type
o Cumulative Trauma (CT) / Non-CT Claims

. [72]
o Region 7
O

L

<

-l

<

£

n

()

n

®

o

o

<

=

()

(&

)

2

ks

>

WCIRB-c.ion 2
California” 7 &

Objective. Trusted. Integral.



Distribution of Indemnity Claims by Size of ALAE
(Exhibit 6.1)

m Significant ALAE  m Non-Significant ALAE

2012 2013 2016 2017 2020
Policy Year

WCI RBCaI |f0|"n|a“ Significant ALAE are claims with paid ALAE greater than $1,000. Non-Significant ALAE are claims with paid ALAE greater than $0 and up to $1,000.

Objective. Trusted. Integral. Source: WCIRB unit statistical data for private insurers’ indemnity claims only, excluding COVID-19 claims.

m No ALAE
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Average Paid ALAE Severity by Size of ALAE
(Exhibit 6.2)

-m-Significant ALAE -e=Non-Significant ALAE

$7,000
$6,000 5 546 5,642
o 5,320 5,267 9,431 - m
4,966 ’ —n — S—
$5.000 - .7‘_’.7 Severity of Significant
ALAE claims increased 4%
over the past 2 PYs
$4,000
$3,000 Severity of Non-Significant -g
ALAE claims decreased 4% o
over the past 2 PYs ﬁ
$2,000 <
<
£
n
$1,000 g
304 309 302 299 296 299 306 306 302 293 290 &
> —o- - *— —o— —o— — *— —o— —o— —o 2
$0 —
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 §
)
Policy Year =
>
S
WCIRBCaIifornia‘“ 9 D

Source: WCIRB unit statistical data for private insurers’ indemnity claims only, excluding COVID-19 claims.
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Share of ALAE Claims by Settlement Type

(Exhibit 6.18)
00 “Significant ALAE” > $1 ,OOO Compromise & Release Closed Claims Excluding C&R
80% -
60% -
40% -
789 )
oo T2% 65% 61% 62% 64% 64% 60% 65% 58%
20% - 53%
0% I I I I I I I I I ]
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
00w - Non-Significant ALAE” between $0 and $1,000
° 7 | | | | | | I |
3% 3% 3% 4% 4% 3% 4% 4% 3% 3% 3%
80% A
60% A
y 97% 97% 97% 96% 96% 97% 96% 96% 97% 97% 97%
40% A
20% -
O% [ [ [ [ [ [ [ [ [ |
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
WCIRBCaIifornia'“ 10

Objective. Trusted. Integral.

Source: WCIRB unit statistical data for private insurers’ closed indemnity claims only, excluding COVID-19 claims.
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Distribution of Indemnity Claims by Size of ALAE and Settlement Type
(Exhibit 6.19)

Compromise & Release Claims = Significant ALAE  mNon-Significant ALAE ~ mNo ALAE

2013

Closed Claims Excluding C&R
16% 17% 17%

2016 2017

WCIRBCaI ifornia”

Objective. Trusted. Integral.

Source: WCIRB unit statistical data for closed indemnity claims only, excluding COVID-19 claims.

Study of Recent Increases in ALAE Costs



Average “Significant ALAE” Severity by Settlement Type
(Exhibit 6.20)

m-Compromise & Release
¢ Closed Claims Excluding C&R
$7,000
6,074
$6,000 5669 5!812 5,781 =l 5.774 5,751
5,420 ’ u | ] m
5007 5133  5:207 - .
35,000 11T » u =
’ |
. . . " . . ¢ . . .
4,000
, 4262 4,285 43711 ¢ 4,2
o 4020 4062 4127 4006 3913 4,031 >
3,673 ’ L2
$3,000 2
O
L
<
$2,000 g
=
O
$1,000 é
=
$0 %
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 S
Policy Year E
z
WCIRBCaIifornia‘“ 12 %

Source: WCIRB unit statistical data for private insurers’ closed indemnity claims only, excluding COVID-19 claims.
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Share of ALAE Claims by Loss Type
(Exhibit 6.9)

“Significant ALAE” > $1,000 Cumulative Injury  Non-Cumulative Injury
100% -
80% -
60% -
40% 187% 85% 84% 83% 82% 84% 84% 82% 82% 83% 80%
20% -
0% I I I I I I I I I 1
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
(72}
000 . Non-Significant ALAE” between $0 and $1,000 2
@3 @)
L
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L
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40% - E
20% - =
o)
O% [ [ [ [ [ [ [ [ [ ] E
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 g
©
WCIRBCaIifornia'“ 13 %

Source: WCIRB unit statistical data for private insurers’ indemnity claims only, excluding COVID-19 claims.
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Distribution of Indemnity Claims by Size of ALAE and Loss Type
(Exhibit 6.10)

Cumulative Injury Claims = Significant ALAE ~ mNon-Significant ALAE ~ mNo ALAE

Non-Cumulative Injury Claims

40% 41%

31% 49%

9% 10%

WCIRBCaI ifornia”

Objective. Trusted. Integral. Source: WCIRB unit statistical data for private insurers’ indemnity claims only, excluding COVID-19 claims.
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Average “Significant ALAE” Severity by Loss Type
(Exhibit 6.11)

m-Cumulative Injury + Non-Cumulative Injury
$7,000
5,928
R 5479 5554 5672 5656 5605 47 -
5121 328 5270 o ® = * * . .
4,993 ’ * * = 5,507 |5,492 - 5538  [5489 (5475
= . . 19,00 19,492 | . |9y990| I .
R 5003 5276 5251 5206 21
4,791
$4,000
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$3,000 7
O
L
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$2,000 g
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O
$1,000 :
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$0 %
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WCIRBCaIifornia‘“ 15 %

Source: WCIRB unit statistical data for private insurers’ indemnity claims only, excluding COVID-19 claims.
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Distribution of Indemnity Claims by Size of ALAE and Region
(Exhibits 6.5-6.6)

Bay Area m Significant ALAE ~ m Non-Significant ALAE

WCIRBCaI ifornia”

Objective. Trusted. Integral.

Source: WCIRB unit statistical data for private insurers' indemnity claims only, excluding COVID-19 claims.

= No ALAE
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Average “Significant ALAE” Severity by Region
(Exhibit 6.7-6.8)

Northern CA —e—Bay Area =e=Central CA LA Area San Diego
6,000
= 5,927
5,863
5773 - 5,824
5,750 r 5 5,736
5,761 = e 5,679
’ -5,693
5,688
2858 5,623
5,500 r
]
—e[ 5,414 §
L
<
]
<
5,250 r =
0
Q
%)
®
o
&)
£
=
5,000 . . . . o
2018 2019 2020 2021 2022 Q
. o
Policy Year “—
)
>
WCIRB-::ion E
California - 2

Objective. Trusted. Integral. Source: WCIRB unit statistical data for private insurers' indemnity claims only, excluding COVID-19 claims.




Change in Average “Significant ALAE” Severity by Region

Northern CA mBay Area mCentral CA LA Area San Diego

10.0%
9.0% 9.0%
8.0% |
6.0%
(o) | ()
4.0% 3.1% 3.3% 3.6%
2.5%
0 1.9%
o (o) B
0.9% 1.1% ”
0.5% 3
O
0.0% : : : O
-0.2% HjJ
2.0% | -1.3% 1.1% <é
-2.1% -2.2¢ o
¢ %o -2.6% -2.5% §
4.0% | 5
-4.4% =
6.0% ®
2018-19 2019-20 2020-21 2021-22 3
Policy Year o
‘©
=
. . )
WCIRBCahforma‘“ 18 )

Objective. Trusted. Integral. Source: WCIRB unit statistical data for private insurers' indemnity claims only, excluding COVID-19 claims.




DWC Case Data — Background

» Staff reviewed case hearing data

= Source: Electronic Adjudication Management System (EAMS) by the Division of Workers’ Compensation (DWC)
» Includes insured and self-insured employers statewide

» Reviewed regional shifts among employers, applicant’s attorneys and DWC hearing locations

» Reviewed transition to fully remote hearings
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Change in Share of DWC Cases by WCAB Office and Employer Region
(Exhibit 7.3)

25.0%

20.0%

15.0%

10.0%

5.0%

0.0%

-5.0%

-10.0%

-15.0%

Change in Share of Cases by WCAB Office

-20.0%

-25.0%

WCIRBCaIifornia‘“
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Region of Employer

Northern CA mBay Area mCentral CA LA Area mVan Nuys San Diego
0,
5.2% 5.3% 5.4% 6.2% 459 5.9% 5.3%
L 3.9% :
3.3%
1.9% o 1.3%
bk 0.3% 0.1% 12% . 0.1% 02%  0.1% et L 3%
-0.8% 0.0%
-4.9%
SAL -6.7%
-9.4% -10.2%
-16.0%
Northern CA Bay Area Central CA LA Area San Diego

Document Date refers to the date in which the DWC received the hearing application in the Electronic Adjudication Management System (EAMS).
Data includes information from all statewide cases, including from self-insured employers. Excludes data from invalid, out-of-state or missing zip codes. 20
Source: EAMS data from the DWC.
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Change in Share of DWC Cases by WCAB Office and Law Firm Region

(Exhibit 7.4)

Objective. Trusted. Integral.

Source: EAMS data from the DWC.

Northern CA mBay Area mCentral CA LA Area mVan Nuys San Diego

25.0%

20.0% r
)
9
= 15.0%
O
m
S 100% ¢ 8.7%
= 5.9% 6.1%
> 0 0
5 5.0% | 3.2% 4%4-1 70 3.6% 5 go, 4.1% 3.6%

) 1.49 1.5% 0

B 4— 0.0% 0-8% 0.3% 0.4% 0.7% 1-4% 0.2% s 0.4% 0.0% 0'?/" 0.1%
S 0.0% — - -
= -0.4% 0.0% .p.33 -0-1%
O 50% f
_ccc -5.3%
w
£ -10.0%
% -10.5%
c
® -15.0%
e
@) -15.9%

-20.0% I -18.2%

-25.0%

Northern CA Bay Area Central CA LA Area San Diego
Region of Law Firm
Document Date refers to the date in which the DWC received the hearing application in the Electronic Adjudication Management System (EAMS).
Ca"fornia'“ Data includes information from all statewide cases, including from self-insured employers. Excludes data from invalid, out-of-state or missing zip codes. 21
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Change in Share of DWC Cases by Law Office and Employer Region
(Exhibit 7.5)

Northern CA mBay Area mCentral CA LA Area San Diego
25.0%
20.6%
20.0%
c
i)
(@]
&3 15.0%
= 11.8%
—
iL 10.0%
= 7.0%
3
> 5.0% 3.1% 3.1%
9 9 o, 0.6%
@ 0.2% 11% 1.2% 0.2% 0.2% 0.3% 0-7% 0.3% g B AR
% 0.0% —
-0.3% -0.2%
...('_) -1.0% ° -1.6% -1.5% n
)
o -5 OOA) '29% (/)]
o 8
—
©
£ L
» -10.0% -8.7% <
= >,
S 15.0% =
= -14.5% @
6 o
-20.0% S
.0% o
3}
-21.6% £
-25.0% =
Northern CA Bay Area Central CA LA Area San Diego 8
Region of Employer &J
Y
o
>
Document Date refers to the date in which the DWC received the hearing application in the Electronic Adjudication Management System (EAMS). g
Ca"fornia'“ Data includes information from all statewide cases, including from self-insured employers. Excludes data from invalid, out-of-state or missing zip codes. 29 5

Objective. Trusted. Integral. Source: EAMS data from the DWC.




Share of Fully Remote DWC Cases by WCAB Location
(Exhibit 7.2)

Northern CA —e—Bay Area  =——e=—Central CA LA Area —e—Van Nuys San Diego --- Statewide

100%

90% |

80% r

70% r

60% r

50% r

40%

30%

20% r

10% t

0% T T T T T T
2018 2019 2020 2021 2022 2023 2024

Document Date refers to the date in which the DWC received the hearing application in the Electronic Adjudication Management System (EAMS).
Ca"fornia'“ Data includes information from all statewide cases, including from self-insured employers.

Source: EAMS data from the DWC. 23
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Summary of Findings

» |ncreased proportion of cumulative injury claims
» |ncreased proportion of closed claims settled by compromise and release

» Rising paid ALAE costs in areas outside Los Angeles
- Increasingly, applicant’s attorneys represent further from their office location
- Likely facilitated by statewide transition to more fully remote hearings
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Ratio of Incremental Closed Indemnity Claims to Prior Open Indemnity Claims
(Exhibit C3.1 Updated)

12-24m —e—24-36m 36-48m 48-60m

39.59
40.0% | &

36.7%

35.0% \

|
KZ R 33.4%

33.0%
32.1%
7
30.0% 30.5%
25.0%
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Calendar Year

WCIRBCaIifornia‘“

Objective. Trusted. Integral. Source: WCIRB quarterly calls for experience, excluding COVID-19 claims
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Estimated Cumulative Injury Share of Total Indemnity Claim Count (Exhibit C15)

Developed
Ay
21.8%
20% 18.5%
Ll o
17.8%
16.3%
o
0 ) 15.3% 0 15.3% 15.6%
o | 104%  148%  15.0% 14.8%
10%
5%
0%
2013 2014 AONES 2016 2017 2018 2019 2020 2021 2022 2023*
Accident Year
*Accident year 2023 is based on preliminary partial data
Ca”fornia'“ Cumulative injury claims include occupational disease 27

Objective. Trusted. Integral. Source: WCIRB Unit Statistical Data, excluding COVID-19 claims
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Incremental Paid Medical per Open Indemnity Claim During the Development Period
(Exhibit S7 Updated)

Average Paid Medical per Open Indemnity Claim during the Development Period

40.000 0-to-12 Months 12-to-24 Months m 24-t0-36 Months 36-t0-48 Months
35,000 12,996
11,858 9.6%
. 11,050 7.3%
30,000 10,022 0.3% 10,056 7.5% 105 2.2%
25,000
6.4% R
20,000 1.6% 3.59% 5.1%
15,000 8
10,284 Q
10,000 9,212 -3.5% 8,888 6.1% 9,426 1.1% 9,532 5% 10,159 1.2% ’ %
g
5,000 ;
5,977 1T 5,877 -0.9% 5,827 -0.8% 5,778 4.0% 6,011 9.2% 6,562 2
()
0 I T T T T T 1 m
2019 2020 2021 2022 2023 2024 L
Evaluation Year 8
g
©
-}
c
WCIRB:G. o 2
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Objective. Trusted. Integral. Source: WCIRB quarterly calls for experience, excluding COVID-19 claims
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12/31/2024
Experience Review
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Updated Summary of 12/31/2024 Experience

= Approximately 100% of market included

» Update from 3/20/2025 meeting review:
- Additional insurer data submissions and revisions
- Frequency model projections using on long-term average change in the CIl in forecast
- Reflects 0.5% annual on-level indemnity severity trend
- Reflects 3.5% annual on-level medical severity trend

» Projected loss ratio based on 4/10/2025 Agenda methodology is 0.835
- Compares to 0.831 reviewed at 3/20/2025 meeting
- 0.746 was reflected in 9/1/2024 filing
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Approximate Percentage Point Change in Loss Ratio Projection

As of December 31, 2024

Change from

Factor 9/1/2024 Filing

Loss Development Emergence

Updated Wage Level Forecasts

Include AY 2024 Actual Frequency Trend
Updated Frequency Model Forecasts

Updated Indemnity Severity Trend

Updated Medical Severity Trend

Inclusion of AY 2024 Actual Loss Ratio
Trend to 9/1/2025 Filing Period

Total to 3/20/2025 Agenda
(Prior to Updating to 9/1/2024 Approved Rates)

Update to 9/1/2024 Approved Rates
Total Change

WCIRBCaIifornia‘“ 31
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Developed Indemnity Loss Ratios (Exhibit 3.2)

As of December 31, 2024
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Developed Medical Loss Ratios (Exhibit 3.4)

As of December 31, 2024

%
45 - m12/31/2022 m12/31/2023 = 3/31/2024 m6/30/2024 m9/30/2024 = 12/31/2024

40 - 38.0 38.0
35.7

6.1 369  37.0 | _ 37.1

35 A

30 A
A | I
20 -

15 1

ST

10 1

2022 2023
Accident Year

Note: All loss ratios are adjusted to the loss development methodology reflected in the Actuarial Committee Agenda and may not be comparable to the actual loss ratios projected at

that time.
- e Source: WCIRB Aggregate Financial Data, excluding COVID-19 claims for accident year 2022
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Change in Projected Paid Medical Development Factor for AY 2023
12/31/2023 to 12/31/2024 Experience

As of December 31, 2024
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Change in Projected Paid Medical Development Factor for AY 2023
9/30/2024 to 12/31/2024 Experience

As of December 31, 2024
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Alternative Loss Development Methodologies (Item AC25-04-02)
Incurred Methods

» Unadjusted Incurred Projections

Best with stable case reserve levels and incurred patterns
Can be distorted by changing reserve levels, reforms and claim settlement rate changes
Difficult to impute reform and claim settlement adjustments

Most recent retrospective study showed latest year incurred development as accurate as adjusted paid method
for early maturities but less accurate and more volatile in the later maturities

Incurred tail potentially distorted by prior periods of increase (Minniear, opioids, etc.) and reform
Unadjusted incurred projections continue to be well below paid projections, driven by the tail

= |atest Year Hybrid Incurred with Paid Tail

Latest year incurred development converted to paid at 120 months with adjusted paid after 120 months
Uses incurred development where it was accurate in retrospective study but avoids anomalous incurred tail

» |ncurred Adjusted for Changes in Case Reserve Levels

Best with clear evidence of changing case reserve levels
Method can be very volatile with constantly shifting reserve levels (3-year average is used)
Current projection significantly impacted by recent sharp increase in medical costs

WCIRBCaIifornia‘“
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Alternative Loss Development Methodologies (Item AC25-04-02)
Paid Methods

» Unadjusted Paid Projections
- Best with stable payment patterns
- Can be distorted by changing settlement rates or reforms
- Shifts in payment patterns more easily identified and adjusted for compared to case reserves

» Reform-Adjusted Paid
- Best with clear evidence of reform impact on payment patterns

- Prior retrospective studies show adjusted paid method more accurate than unadjusted method during reform
periods

- Adjustments include pharmaceutical cost changes and 2021 medical fee schedule changes
- Adjustments are periodically reviewed for continued appropriateness

» Claim Settlement Rate-Adjusted Paid
- Best with clear evidence of changes in claim settlement rates affecting loss development

- Improved projection during periods of significant settlement rate change
- Claim settlement rate changes are currently modest

WCIRBCaIifornia‘“
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Difference Between Paid and Incurred Loss Ratio Projections —
Medical AY 2018

Data as of December 31, 2022

0.3
16% Diff
10% Diff
0.25 4% Diff
' 2% Diff 2% Diff
0% Diff
0% Diff
' 0% Diff
015 ——
0.05 ——
Proj. to 24 Proj. to 36 Proj. to 48 Proj. to 72 Proj. to 96 Proj. to 120 Proj. to 168 Proj. to 240

Latest Year Unadjusted Incurred Development m | atest Year Unadjusted Paid Development
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Estimated Ultimate Indemnity Claim Settlement Ratios (Exhibit 11.2)

As of December 31, 2024

100%
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90%
81.9% 81.8%
27 49 79.8% i e 80.7% 79.3% 79.1% 79.5%
80% - " 0 A - A A A
70.0% vl 70.3% 0
o | 67.4% o —n - 67.9% 68.0% 69.1% 68.6%
— —n | - u
S 54.1% 54.3% 0
o . 1)
51.3% S — 51.7% 51.2% >3.6% S 52.3%
50% - A — > ¢
40%
30% 0 24.5% 24.3% 24.7% 24.7% 24.6%
24.0% 5% 3% 23.6% L2 =2 e 23.2%
20%
2017 2018 2019 2020 2021 2022 2023 2024

Evaluation Year

WCIRBCaIifornia‘“ 39

Objective. Trusted. Integral. Source: WCIRB Aggregate Financial Data and projections, excluding COVID-19 claims

=
2
>
0}
1
0}
o
c
0}
=
o
o
x
Ll
<t
N
o
N
~~
~
®
-~
AN
~




Projected Indemnity On-Level Loss Ratios under Alternative
Development Methods

As of December 31, 2024

0.60 -
4/10/25
0.50 - Agenda
0.40 -
0.358 0.366 0.368 0.370 0.371 0.375 0.377 0.379
0.30 -
0.20 -
0.10 A
3-Yr Avg Inc 3-Yr Avg Pd Latest Yr Pd Latest Yr Inc Avg of Latest Yr Inc Latest Yr Inc Latest Yr Pd - 3-Yr Avg Inc -
Hybrid & Hybrid Claim Settle Adj Case Reserve Adj
Latest Yr Pd

=
2
>
O
e
(O]
o
C
()
=
o
o
X
L
<
AN
o
N
~~
<
™
-
AN
<

WCIRBCaIifomia““ 40

Objective. Trusted. Integral. Source: WCIRB aggregate financial data and projections. Each projection uses the trending methodology reflected in the Actuarial Committee Agenda.




Projected Medical On-Level Loss Ratios under Alternative
Development Methods

As of December 31, 2024

0.60 - 4/10/25
Agenda
0.50 -
0.457 0.464 0.470 0450
0.446 0.452 ;
0.402
0.40 - 0.381
0.30 -
0.20 - .EJ
>
[0)
nd
Q
&)
&
0.10 A 5
3-Yr Avg Inc Latest Yr Inc 3-Yr Avg Pd 3-Yr Avg Inc - Case Latest Yr Inc Avg of Latest Yr Inc Latest Yr Pd Latest Yr Pd - o
Reserve Adj Hybrid Hybrid & Latest Yr Reform & Claim ﬁj
Reform-Adj Pd Settle Adj <
S
o
®
N

WCIRBCaIifomia““ 41

Objective. Trusted. Integral. Source: WCIRB aggregate financial data and projections. Each projection uses the trending methodology reflected in the Actuarial Committee Agenda.




Average Wage Level Change Forecast (Exhibit 5.1)

As of March 2025

Average of Mar 2024 UCLA and Nov 2023 CA DoF (9/1/2024 Filing)
10% -

m Average of Mar 2025 UCLA and Nov 2024 CA DoF
8% A
& 9 5.1% 5.2% 4.8%
4.1%
4% 399, 3.3% 3.6% 3.7% 3.6%
2% A
0%
2% -
2023 2024 2025 2026 2027

Average Annualized Wage Change Projection from 2023:
9/1/2025 Filing: 4.3%
Updated Forecast: 4.6%
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Estimated Intra-Class Indemnity Claim Frequency Change
(Exhibits 6.1 and 12)

As of December 31, 2024

= 9/1/2024 Filing m4/10/2025 Agenda
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8% -
6% -
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2% - 1.4%

-2% A A1.7% -1.4%
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Indemnity Claim Frequency Model Annualized AY 2024
Frequency Model to Prelim Actual
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Indemnity Claim Frequency Indexed to 2005

As of December 31, 2024

1.10 ——Historical Intra-Class Frequency Change — = 9/1/2024 Filing Projection

- = 4/10/2025 Agenda Projection
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Objective. Trusted. Integral. Source: WCIRB Unit Statistical Data, Aggregate Financial Data and Indemnity Claim Frequency Model, excluding COVID-19 claims




Projected Changes in On-Level Indemnity Severity (Exhibit 6.2)

As of December 31, 2024
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Annual Exponential Trend Based on:
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4/10/2025 Agenda Selected: 0.5%
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Ultimate Indemnity per Indemnity Claim

As of December 31, 2024
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Projected Changes in On-Level Medical Severity (Exhibit 6.4)

As of December 31, 2024
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Ultimate Medical per Indemnity Claim

As of December 31, 2024
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Objective. Trusted. Integral. Source: WCIRB Aggregate Financial Data, excluding COVID-19 claims and projections
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Alternative Trending Methodologies (Item AC25-04-02)

» Separate Frequency & Severity Trends Projections
- Best during periods when loss ratios are volatile
- Frequency and severity are affected by differing underlying forces
- Allows for separate assumptions and judgment about future trends
- Performed better during reform transition periods than during post-reform periods
- Performed well in most recent study of trending methods

» |Loss Ratio Trend Projections
- Best during periods with stable loss ratio trends or when frequency and severity are highly correlated
- Generally not as accurate as frequency & severity method in most recent trending study

- Projections are similar to separate frequency and severity trending methods with biggest differences on which
years to rely on for rates of growth
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Projected On-Level Indemnity Loss Ratios (Exhibit 7.1)

As of December 31, 2024

0.600 -
® Average of Latest Year Paid and Latest Year Hybrid Incurred Development Methods
0,550 ---A--- Frequency & 0.5% Severity Trends Applied to 2023 and 2024
' --@ -- Post-2017 Exponential Loss Ratio Trend Applied to 2023 and 2024
0.500
. *
¢ : * 2 L 2
®.
0.450 . *
*
ey .
.
0.400 ¢ * 0.389  0.383
o ¢ s ‘ b |
9. Py * =" _ ?
e * Vg
0.350 0.362 0.371
Annual Exponential Trend Based on:
2017 to 2024: 0.8%
0.300
0.250

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Accident Year

WCIRBCaIifornia‘“ 50

Objective. Trusted. Integral. Source: WCIRB Aggregate Financial Data, excluding COVID-19 claims for 2020 to 2022

=
9
S
[0}
0
o
o
c
o
=
o
o
x
L
v
AN
o
AN
~~
<
™
~
AN
<




Projected On-Level Medical Loss Ratios (Exhibit 7.3)

As of December 31, 2024
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Objective. Trusted. Integral. Source: WCIRB Aggregate Financial Data, excluding COVID-19 claims for 2020 to 2022
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Projected On-Level Indemnity Loss Ratios under Alternative Trending
Methods

As of December 31, 2024
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Objective. Trusted. Integral. Source: WCIRB aggregate financial data and projections. Each projection uses the loss development methodology reflected in the Actuarial Committee Agenda.
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Projected On-Level Medical Loss Ratios under Alternative Trending

Methods

As of December 31, 2024
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Objective. Trusted. Integral. Source: WCIRB aggregate financial data and projections. Each projection uses the loss development methodology reflected in the Actuarial Committee Agenda.
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Summary of Preliminary ULAE Projection

= CY 2020 to 2023 ULAE includes COVID-19 claims
- Unable to separate ULAE on COVID-19 claims from other ULAE amounts
- CY 2024 ULAE not yet available

» ULAE projection methodologies consistent with 9/1/2024 Filing
- Average of open count-based method projection and recent CY ULAE to loss ratios
- Projections of open claim counts exclude COVID-19 claims
- Average of latest two CY (2022 and 2023) ULAE is used

» ULAE projection preliminary as projected ratios are impacted by frequency, wage and loss projections
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Ratios of Paid ULAE to Paid Losses (Exhibit 1)

As of December 31, 2023
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ULAE Projection Methodology

Open Indemnity Claim Count-Based Projection

= Open Indemnity Claims at Beginning of Calendar Year
- Projected using WCIRB frequency forecasts and recent reporting and closure patterns
- Open claims by AY projected using latest incremental claim settlement pattern
- Frequency forecasts consistent with those used for loss projection
- COVID-19 claims excluded for this calendar year-based method

» Calendar Year Paid ULAE per Open Indemnity Claim
- Data based on private insurers only
- Reflects adjustments for national insurers’ ULAE similar to prior filings
- Future values projected using selected wage level changes

» Projected 9/1/2025 Policy Period ULAE
- Trend to future CY based on average of CYs 2022 and 2023
- (# of open indemnity claims) X (paid ULAE per open indemnity claim)
- Paid ULAE per open claim projected out 3 years to approx. average ULAE payment date on claims
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Paid ULAE per Open Indemnity Claim — Private Insurers (Exhibit 3.5)

As of December 31, 2023
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Projections of ULAE to Loss

As of December 31, 2023
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Summary of Preliminary ALAE and MCCP Projections

Data is through December 31, 2024 with COVID-19 claims and paid ALAE excluded
- COVID-19 claims are excluded since this method trends from the claim counts directly

» Methodology is consistent with 9/1/2024 Filing

= Development is projected based on the latest year
- No adjustment for changes in claim settlement rates since current changes are modest

» Projection based on frequency and severity trends applied to accident years 2023 and 2024
= Appropriateness of adjustment to ALAE for the impact of SB 1160 up for review

= ALAE and MCCP projections preliminary as projected ratios are impacted by frequency and loss projections
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Cumulative Paid ALAE Development from 12 to 90 Months

As of December 31, 2024
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Paid ALAE Development — Private Insurers (Exhibit 8.1)

As of December 31, 2024
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ALAE Projection Methodology

= Accident Year Ultimate Indemnity Claim Counts
- Latest year development
- Projected using same frequency forecasts as loss projection

= Accident Year Ultimate ALAE per Indemnity Claim
- Data based on private insurers only
- Latest year development with inverse power curve talil
- Projected using average of ultimate ALAE per indemnity claim and incremental paid ALAE per open indemnity
claim for both long-term and short-term periods
» Projected 9/1/2025 Policy Period ALAE
- (Projected # of ultimate indemnity claims) X (projected ultimate ALAE per indemnity claim)
- Projection from AY 2023 and 2024

- Initial projected ratio reduced for lien savings from SB 1160 & AB 1244 not yet reflected in emerging ALAE costs
(consistent with prior filing)
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Projected Changes in Ultimate ALAE Severity for Private Insurers
(Exhibit 6)
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ALAE Severity Changes Projected from Early Evaluations
Compared to Current

As of December 31, 2024
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Change in Incremental Paid ALAE per Open Indemnity Claim for Private
Insurers (Exhibit 7)

As of December 31, 2024
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Objective. Trusted. Integral. Source: WCIRB aggregate financial data, excluding COVID-19 claims and projections. Excludes MCCP costs.
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Ultimate ALAE per Indemnity Claim for Private Insurers

As of December 31, 2024
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Source: WCIRB aggregate financial data, excluding COVID-19 claims and MCCP costs.

97 98 99 00 01 02 03 04 05 O6 O7 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27

67

=
0
S
[0}
o
(O]
O
c
0
—
(O}
o
X
LLl
(O}
)
c
(O]
o
X
L
e
c
(O]
=
-
%)
=,
o
<
%)
7))
o
-1
I
(@)
£
=
To!
AN
o
AN
~~
<
~~
(@)




Adjustment for SB 1160 & AB 1244 Lien Reforms in ALAE

SB 1160 and AB 1244, implemented in 2017, includes reforms to lien filing process

Liens incur significant ALAE costs and therefore the reforms were estimated to reduce ALAE costs
- Full impact of the reforms estimated at 11.2% reduction in ALAE

Projected ALAE ratio has been adjusted for many years for estimated impact not yet reflected in paid ALAE
- Tempering based on estimated % of ALAE paid for AY 2017 and 2018
- Estimated tempered adjustment in 9/1/2024 Filing was -1.3% based on 88% reduction

= Current impact to projected ALAE ratio is small (-0.2%)

Staff recommends eliminating adjustment given reforms almost a decade old

WCIRBCaIifornia‘“
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Projections of ALAE (Excluding MCCP) to Loss

As of December 31, 2024
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Paid MCCP Development (Exhibit 16.2)

As of December 31, 2024
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MCCP Projection Methodology

= MCCP methodology based on that for ALAE
- Statewide data used
- Development based on the latest paid MCCP through 156 months and paid medical after 156 months

- Severity trend based on average changes in CY MCCP per open claim and ultimate AY MCCP per indemnity
claim

- Trend applied to 2023 and 2024
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Calendar Year Paid MCCP per Indemnity Claims Inventory (Exhibit 15)

As of December 31, 2024
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Objective. Trusted. Integral. Source: WCIRB aggregate financial data, excluding COVID-19 claims. Excludes the cost of IMR and IBR from all years.
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Projected Ultimate MCCP per Indemnity Claim (Exhibit 14)

As of December 31, 2024
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Objective. Trusted. Integral. Source: WCIRB aggregate financial data, excluding COVID-19 claims. Excludes the cost of IMR and IBR from all years.
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Projections of MCCP Costs to Loss

As of December 31, 2024
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