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Presentation Summary

1. Opening Remarks
2. Executive Summary
3. Key Underlying Assumptions

NOTICE & COPYRIGHT 4. COVID-19 Claim Cost Projection

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 5 AdV|Sory Pu re Prem|u m Rate Com pa r|Son

the use, inability to use, or reliance upon information provided in this presentation.

© 2022 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 is authorized to reproduce any part of this work solely for the
purpose of transacting workers’ compensation insurance. 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.

WCIRBCaIifornia‘“

Objective. Trusted. Integral.




01

Opening Remarks

IRBCaIifornia

ted. Integral. '



02

Executive
Summary




Executive Summary
Key Considerations
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Declining Average Advisory Pure Premium Rates — Moderating Trends

Rate per $100 of payroll
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WCI RBCa“forr"a‘“ Sources: WCIRB pure premium rate filings and CDI rate decisions. Rates have been restated based on the most currently available payroll weights and reflect the payroll 6 g

limitations for classifications effective January 1, 2020 and September 1, 2022.
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Drivers of Change in Indicated Average Advisory Pure Premium Rate
9/1/2021 to 9/1/2022
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12/31/2021 2021 Year in Trend
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Percent of Open Indemnity Claims Closed in Next Year

As of December 31, 2021
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Emerging Medical Loss Development

Estimated Ultimate Medical Loss Ratios at Quarterly Evaluations
As of December 31, 2021
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WCI RB . . 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
California over time. .
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Average Wage Level Change Forecast

Average of Mar 2021 UCLA and Nov 2020 CA DoF

m Average of Mar 2022 UCLA and Nov 2021 CA DoF
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Wage Change Forecasts
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Adjusted for Shifts in Industry and Wage Mix

Unadjusted

Average Annual Adjusted Wage Change Projection from 2019:

9/1/2021 Filing: 9/1/2022 Filing: 4 . 70/0

WCI RBCaI ifornia” 11

Objective. Trusted. Integral Source: UCLA Anderson School of Business and California Department of Finance forecasts
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Changes in 12-Month Indemnity Claim Counts and Employment Levels

As of December 31, 2021
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9/1/2022 Pure Premium Rate Filing — Key Underlying Assumptions
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Objective. Trusted. Integral Source: WCIRB aggregate financial data and UCLA Anderson forecast. Employment totals are adjusted to a common insurer mix level.



Indemnity Claim Frequency - Indexed to 2005

===Historical Intra-Class Frequency Change 9/1/2021 Filing Projection == 9/1/2022 Filing Projection
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WCIRBCaIifornia” 13

Objective. Trusted. Integral. Source: WCIRB unit statistical data and indemnity claim frequency model. Excludes COVID-19 claims.
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Policy Year 2023 — Estimated Medical Paid by Year

As of December 31, 2021
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WCIRBCaIifornia” 14

Objective. Trusted. Integral. Source: WCIRB aggregate financial data and projections of paid medical
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Average Medical Claim Severity by Accident Year

As of December 31, 2021

Post-SB 899 Reform
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Source: WCIRB aggregate financial data and projections. Excludes MCCP costs and COVID-19 claims.
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COVID-19 Claim
Cost Projection
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COVID-19 Share of Indemnity Claims

As of April 7, 2022
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WCI RBCaI |f0rn|a‘“ Source: SROI records from WCIRB indemnity transaction data from insured employers with transaction dates through March 31, 2022 17

Objective. Trusted. Integral.

c
O
©
QD

o

—
o
7

o)
@)
£
0
@)
o
a
>
O
@)

o
=
=
Q

©
n'd

-
2

-

(O]

—
o

)

| -

-
o
[V
AN
o
o
ANy
IS




COVaRI | Ialm o3l 0 ections — Considerauelgls

-

= |nfectious disease experts indicate that the pandemic is
transitioning to an endemic phase

» Infections expected to continue into the foreseeable future
= Limited availability of forecasts of future COVID-19 rates
= Two forecasts of future COVID-19 rates identified

- Rockefeller Foundation Report

- Institute for Health Metrics and Evaluation (IHME)

| = Key Considerations:
- New variants

- Greater population immunity due to vaccinations,
boosters and infections

- Higher level of immunity among healthcare and
frontline workers

- Changes in mitigation measures and work from home
- Changes in COVID-19 exposure

- Long COVID

- COVID-19 therapeutics
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Estimated Cost of COVID-19 Claims as Percentage of Total Losses & LAE

6.1%
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9/1/12022 — 8/31/23 Policy Period Projections
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Source: WCIRB aggregate financial data calls and forecasts based on 2022 Rockefeller Foundation (RF) and Institute for Health Metrics and Evaluation (IHME) reports. The 19
model’s projected COVID-19 fatalities are converted to California Workers’ Compensation COVID-19 claim costs based on the relationship of those two measures in 2021.
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Advisory Pure
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Average Advisory Pure Premium Rates per $100 of Payroll

m Loss Adjustment Expenses = Losses
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;Questions? Comments?
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Tony Milano
Vice President Actuarial Services

Dave Bellusci Bill Mudge
Executive Vice President President and CEO
and Chief Actuary
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1901 Harrison Street, 17t Floor
@ 0 Oakland, CA 94612

888.CA.WCIRB (888.229.2472)

© 2022 Workers’ Compensation Insurance Rating Bureau of California. All rights reserved.
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