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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.

© 2021 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
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 on any
form of social media.

Workers’ Compensation Insurance Rating Bureau of California, WCIRB, WCIRB California,
WCIRB Connect, 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 Workers’ Compensation Insurance Rating Bureau of California at
customerservice@wcirb.com.
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September 1, 2021 Pure Premium Rate Filing — Executive Summary

Key considerations

2020 Wages, Premiums and Claims $ 1 50 9/1/2021 Indicated Average
Impacted by Pandemic O Pure Premium Rate

Wage, Frequency and Severity 1 46 1/1/2021 Average Approved
Projections - Pure Premium Rate

: 0 9/1/2021 Indicated Advisory
New Medical Fee Schedules +2 . 7 /o Pure Premium Rate Change

= Recommended Methodologies Generally Consistent with
1/1/2021 Filing

» Excludes Accident Year 2020 Experience in Projection
» Projection Excludes COVID-19 Claims

» Impact of Two New Fee Schedules: +1.5%
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Declining Average Advisory Pure Premium Rates — Moderating Trends

Rate per $100 of payroll

$3.00

$2.55
)
10 /o $2.05
$2.00
0%
$1.68
8% $1.53 $1.46 $1.48
$1.00 ‘

Approved 1/1/15 Approved 1/1/16 Approved 1/1/17 Approved 1/1/18 Approved 1/1/19 Approved 1/1/20 Approved 1/1/21 WCIRB Proposed
9/1/21

(ex 2021 Fee
Schedule Changes)

>
—_
©
S
£
=)
0p)]
o
=
-—
-]
(&}
O]
x
LU
<
o

wcl Rncalifopnia® Sources: WCIRB pure premium rate filings and CDI rate decisions. Rates have been restated based on the most currently available payroll weights and does not reflect the payroll 5

Objective.Trusted.Integral. limitations for five classifications effective January 1, 2020.




September 1, 2021 Pure Premium Rate Filing - Process

Historical 1983 - 2019 Accident Year 2020 Pro_jected Batio of 9/1/2021
Accident Years Evaluated Evaluated as of 12/31/2020 Policy Period Loss & LAE
Typically Would be Used in to Pure Premium is Basis
as of 12/31/2020 Filing of 9/1/2021 Filing
_ _ Wage, Premium and Loss 9/1/21 Policy Period still
Premium and Frequency Experience Experience Heavily impacted by pandemic
Unaffected by COVID-19 Pandemic Impacted by COVID-19 but trends beginning to e
Accident Year Loss Development During Pandemic stabilize =
2020 Somewhat Impacted by Pandemic Not used in 9/1/2021 Filing @
(except for 2020 frequency) £
LU
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Impact of Economic Slowdown
Annual Change In California Unemployment Rate
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Objective.Trusted.Integral. Sources: BLS Data and UCLA forecast.
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Employment Loss by Wage Level — Recent Recessions

Job losses in the early 2000s recession appear Job losses during the Great Recession are weakly Lower-wage workers experienced job losses in far
unrelated to wage level related to wage level excess of the proportionate shares
Employment change from 2001to 2002, by wage level Employment change from 2007 to 2010, by wage level Employment change from 2019 to 2020, by wage level
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Objective. Trusted.Integral. Sources: Economic Policy Institute. Countrywide data 9
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Reported COVID-19 Workers’ Compensation Claims Filed

$150,000 - m Insured Claims m Self-Insured Claims Statewide

$120.000 - 116,000

$90,000 -

68,000
$60,000 -
$30,000 - 26,099
12,000 14,000
$0 |
2020 2021

Accident Year

(72]
D
0
®
Q
£
Q
&
[0
e,
C
®
o
N
o

NGIRBCaIifornia® 10

Objective.Trusted.Integral. Source: Division of Workers Compensation First Reports of Injuries (including denied claims) as of April 12, 2021.




Annual Percent Change in Non-COVID-19 Claims Filed

m Medical-only Claims Indemnity Claims m All Claims
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Objective.Trusted.Integral. Sources: WCIRB aggregate financial data calls.




Percent of Open Indemnity Claims Closed in Next Year
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04 05 06 07 08 09 10 11 12 13 14 15 16 17 18

Calendar Year Ending December 31

Source: WCIRB aggregate financial data calls. Figures represent the number of indemnity claims aged between 12 to 96 months closed during the year as a ratio of the number of
estimated ultimate claims open or not yet reported as of December 31 of the prior year.
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Percent Change in Average Paid Medical Per Active Claim — 2020 Vs 2019

% Change
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Objective. Trusted.Integral. Source: WCIRB medical transaction data from insurers that submit monthly data. December data is preliminary
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Annual Wage Level Forecasts

m Unadjusted
10% 9.6% m Adjusted for Employment Shift by Industry
Adjusted for Employment Shift by Industry and by Wage Level Within Industry (WCIRB Recommended)
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Objective.Trusted.Integral. Sources: UCLA Anderson School of Business and California Department of Finance forecasts




Indemnity Claim Frequency — Indexed to 2008
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wcl Rncahfopn'a Sources: WCIRB unit statistical data and indemnity claim frequency model. Excludes COVID-19 claims. 16

Objective.Trusted. Integral. * Assumes economic expansion similar to the average over the post-Great Recession period.
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Medical Inflation: Policy Year 2022 — Estimated Medical Paid by Year

50% of Total Medical
Paid in 2023-2026
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Sources: WCIRB aggregate financial data and projections of paid medical as of December 31, 2020.

More than 25% of Total Medical
Paid in 2030 or Later
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Changes in Medical Claim Severity

As of December 31, 2020

Post-SB 899 Reform Period
(2005-2011) Post-SB 863 Period

(2017-2019)
1% Annual Trend

5% Annual Trend

$40,000 Post-Minniear Period
(1995-2002)
13% Annual Trend

$28,751 $35,615 $27,547
$30,000 I
$26.174 SB 863 Period $28,938 $27,516
’ (2011-2017)
$20,000 -4% Annual Trend
$11,985 SB 899 Reform Period
(2002-2005) "
$8,050 -3% Annual Trend S
$10,000 W Long-Term Annual Medical Inflation Trends (1990-2020): é—
- Including Reform Periods: +5% S
- Excluding Reform Periods: +7% §
9/1/21 Filing Projection (On-Level): +1% 2
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Objective.Trusted.Integral. Sources: WCIRB aggregate financial data and projections. Includes MCCP costs in all years for consistency.2020 excludes COVID-19 claims.




Changes to Official Medical Fee Schedule
Evaluation and Management (E&M) Office Visit Services — Summary

= The DWC adopted major changes to the E&M schedule effective March 1, 2021 to
conform to relevant changes in the Medicare payment system
» Updated relative value units (RVU)
» Updated conversion factors
» Updated telehealth list
» Altered the way providers bill for E&M service
* 1995 and 1997 E&M Documentation Guidelines are no longer used

« Code change: eliminated 99201 and adopted G2212
» Level of E&M service determined via time or medical decision making
= WCIRB evaluated the cost impact of the new reimbursement rates using medical
transaction data from 2019 services
> Estimated 15% increase in E&M office visit fees (2.4% increase in overall

medical costs)
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Changes to Medical-Legal Fee Schedule — Summary

= The DWC adopted significant changes to the Medical-Legal Fee Schedule
effective April 1, 2021

= New Medical-Legal Fee Schedule increased the reimbursement rate for medical-
legal reports while eliminating the increased hourly billing provisions
» Reimbursement levels for medical-legal reports were last changed in 2006
» WCIRB evaluated the cost impact of the new Schedule using medical transaction
data for 2018 and 2019 services

» Estimated 22% increase in medical-legal fees (1.4% increase in total
medical costs)

uIG I|;Califor'nia® 20
ral.

Objective.Trusted.Integ

n
o
2
-+—
Q.
S
>
N
(7))
<
(®)]
=
>
[
()
©
c
)
>
Q
X
™
(@)




04

Advisory Pure
Premium Rate
Comparison
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Average Advisory Pure Premium Rates
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1221 Broadway, Suite 900
Oakland, CA 94612
888.CA.WCIRB (888.229.2472)

© 2021 Workers’ Compensation Insurance Rating Bureau of California. All rights reserved.
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