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ANTITRUST NOTICE Ta b I e Of C O n te n ts

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 1 . Clencal Telecom m ut| ng E m ployees
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 2
(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.

2024 Classification Relativities

NOTICE & COPYRIGHT

This presentation was developed by the Workers' Compensation Insurance Rating Bureau of
California (WCIRB) for the purpose of assisting the WCIRB Classification and Rating Committee.
The WCIRB cannot make any guarantees if this information is used for any other purpose, and
the WCIRB shall not be liable for any damages of any kind, whether direct, indirect, incidental,
punitive or consequential, arising from the use of or reliance upon this information for any other
purpose.

© 2024 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. Cal |f0rn |a‘“
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Background and Objective

= Background
- Classification 8871, Clerical Telecommuter Employees — N.O.C., became effective January 1, 2021

» For clerical office employees who work more than 50% of their time at their home or other office space away
from any employer location

- Committee recommended reviewing 8871 experience as soon as data becomes available to assess whether a
differential in advisory pure premium rate (PPR) between Classifications 8810 and 8871 may be appropriate

- PPR for Classification 8871 was the same as that for Classification 8810 in 2021 and 2022

- Based on a review of initial 8871 experience as of January 2023, the Committee agreed to recommend
establishing a different rate for Classification 8871 using a tempered approach consistent with the WCIRB'’s
standard practice of limiting the relativity change to 25%

- As of September 1, 2023, the approved PPR for:
« 8810: $0.20
« 8871:$0.16

= Obijective
- Review available Classification 8871 experience to validate the differential in PPR between Classifications 8871
and 8810 in preparation for the September 1, 2024 Regulatory Filing.

n
[}
()
>
e
[oF
S
L
(@)
=
-
>
€
€
(@]
O
Q@
(V)
l_
©
Q
—_
Q@
®)

WCI RBCalifornia‘“ 4

Objective. Trusted. Integral.




Analysis of 8871 Experience

» Data source:
- Unit Statistical Report (USR) data
» All 2021 policies
» 2022 policies reported as of January 15, 2024
- WCIRB Indemnity Transaction data
- COVID-19 claims are excluded except for statistics that explicitly include them

= Reported PY2022 experience:
- Reflects the first few months of 2022 policy experience
- 8810 payroll: $95B reported (38% of PY2021 8810 experience)
- 8871 payroll: $9.4B reported (55% of PY2021 8871 experience)
- 125 claims reported for 8871 (55% of PY2021 8871 claims)
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Loss and Payroll Experience: 8871 vs. 8810

As of January 15, 2024

Capped Loss to Payroll Ratio at First Report Level (per $100 of payroll)

0.059

8810 8871

0.055

0.018

0.069

0.028

PY2019-2020
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PY2021

Source: USR data. Losses are limited to $500K per claim.

PY2022 (Preliminary)

Classification

8810
8871

% difference

Loss to Payroll
Ratio
(PY2021-2022)
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Claim Frequency: 8871 vs. 8810

As of January 15, 2024

Claim Frequency per $100M of Payroll
8810 8871

4.8

3.9

1.3 1.3

PY2021 PY2022 (Preliminary)
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Weekly Wage for Injured Workers: 8871 vs. 8810

As of January 15, 2024

Median Weekly Wage

8810 8871
$901 $920
$789 $769
14% 20%
higher higher
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Estimated Differential in Claim Frequency: 8871 vs. 8810

As of January 15, 2024

8871 Claim Frequency Relative to 8810

m Before adjusting for wage differential After adjusting for wage differential

0.39
0.34 0.33

0.28

PY2021 PY2022 (Preliminary)

WCI RBCBI iforniaw Source: USR data. Wage differential was based on the difference in the median weekly wage between injured workers in Classification 8810 and those in
Objective. Trusted. Integral. Classification 8871.
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Loss and Payroll Experience by Types of Employers

As of January 15, 2024

Capped Loss to Payroll Ratio (PYs 2021-2022)

0.06
0.05
0.02
0.02
8810 8871 8810 8871
Employers with both 8810 and 8871 8810 only 8871 only

WCI RBCaIifornia’“

Objective. Trusted. Integral. Source: USR data. Losses are limited to $500K per claim.
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Share of Indemnity Claims: 8871 vs. 8810

As of January 15, 2024

Share of Indemnity Claims (PYs 2021-2022)

43%
39%
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Indemnity Claim Frequency of Cumulative Trauma Claims: 8871 vs.
8810

As of January 15, 2024

Indemnity Cumulative Trauma Claims per $100M of Payroll

8810 8871
0.54
042
0.31
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Distribution of Leading Causes of Injury: 8871 vs. 8810

As of January 15, 2024

Share of Claims by Leading Causes of Injury
(PYs 2021-2022)

8810 8871
0% 5% 10% 15% 20% 25% 30% 35% 40%

29%
Strain or Injury By
34%

21%
Fall, Slip or Trip Injury
1%

9%
Struck or Injured By
7%
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Share of COVID-19 Claims: 8871 vs. 8810

As of January 15, 2024

Share of COVID-19 Claims Relative to All Claims
8810 8871

4.9%

2.8%

1.3%
0.8%

PY2021 PY2022 (Preliminary)

WCI RBCaIifornia’“

Objective. Trusted. Integral. Source: USR data
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Denial Rate: 8871 vs. 8810

As of January 15, 2024

Share of Denied Claims Relative to All Claims (PY2021-2022)

10.7% 11.0%
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Summary of Preliminary Findings

» Based on reported 2021 and 2022 policy data, Classification 8871 has different loss and payroll experience from
Classification 8810

- 8871 has significantly lower loss to payroll ratio than 8810 by 63%, mostly driven by lower claim frequency
- Key characteristics of 8871 claims compared to 8810 claims:

« Higher median weekly wage among injured workers

» Lower frequency of cumulative trauma claims

« Similar share of indemnity claims

» More strain injuries for Classification 8871, while more fall injuries for Classification 8810

= The reported 8871 loss and payroll experience thus far validates the differential in the advisory PPRs between
Classifications 8871 and 8810

- Indicated relativity change for 8871 using the WCIRB standard approach on the reported data would be a
decrease of 28%

= Staff recommends continuing the tempered approach consistent with WCIRB’s standard practice and limiting the
relativity change of Classification 8871 to 25%

WCI RBCalifornia‘“
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September 1, 2024 Classification Relativities

Relativities underlie proposed September 1, 2024 advisory pure premium rates and expected loss rates

Reflects unit statistical data through “policy year 2021”
- Based on data availability, “policy year 2021” refers to 12/1/2020 to 11/30/2021 policies

COVID-19 claim data excluded

Actuarial methodologies consistent with September 1, 2023 Regulatory Filing
- Reflects refinement to mitigate impact of pandemic period data

Reflects classification changes adopted by this Committee for the September 1, 2024 Regulatory Filing

Includes updated Retro Hazard Groups (RHG) assigned to each classification based on the updated
California Retrospective Rating Plan

(%]
2
=
=
-~
o

()
14

c
e
-

)
2
=

[%)]

(]
o
®)
<
AN
o
Q\

WCIRBCaIifornia‘“ 18

Objective. Trusted. Integral.




Summary of Classification Relativity Process

» Reflects changes in classification’s advisory pure premium rate relative to statewide average

= Based on unit statistical data on losses and payroll by classification
Through policy year 2021

Data subject to series of data quality controls

Excludes data of insolvent insurers

Excludes COVID-19 claims

= Components of computation
- Expected loss to payroll ratios
- Adjusted (actual) loss to payroll ratios
- Selected loss to payroll ratios
- 25% change restriction
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Expected Loss to Payroll Ratios

» Reflects loss component of approved September 1, 2023 advisory pure premium rate change

= Adjustments
- Large loss limitation ($500,000 per claim)
- Change in industrial sector average relativity
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Adjusted Actual Loss to Payroll Ratios — Adjusted Payroli

» Includes indicated wage inflation and minimum wage change impacts by classification
- Wage level changes to policy year 2019 level adjusted by classification on a relative basis
- Wage data from 2020, 2021 and 2022 not reflected due to pandemic-related anomalies

» |Includes adjustment for maximum payroll limitation for 18 classifications, similar to 2023 relativities
- For five classifications effective 1/1/2020, only pre-2020 payroll is adjusted
- Six classifications newly limited for 9/1/2024
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Percent of Payroll Above Maximum — Classification 8839

30% - Selected
(18%)

23.0%

o
21.4% 20.5%

15.3%

%7 17.3%  16.9%

10% A

0% A
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
($104,000) ($106,600) ($109,200) ($111,800) ($117,000) ($122,200) ($128,700) ($133,900) ($139,100) ($139,100)

Policy Year (Limit based on Executive Officer's Maximum)

WCI RBCaIifornia“‘ 22

Objective. Trusted. Integral Source: American Community Survey data, based on NAICS 6212
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Adjusted Actual Loss to Payroll Ratios — Adjusted Losses

Reflect current benefit level

Large loss limitation — $500,000 per claim at a policy year 2021 level
- Limitation for earlier policy years inflation-adjusted to 2021 level

- Some special limitations applied to classes with significant number of post-termination CT claims
filed against a single employer

Development to ultimate
- Development based on losses limited to $500,000 at a policy year 2021 level
- Different development applied to open and closed claims and by class loss development groupings

All years adjusted to current year’s average losses

Adjusted to overall expected level of experience
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Selected Loss to Payroll Ratios

» Combination of Adjusted Actual and Expected Loss to Payroll Ratios

= Credibility

Full credibility standards based on claim counts and average claim size

Classification’s credibility based on total expected losses for years used in computation

2 to 5 years determined for full credibility

Additional year (up to 5 years) used in computation to mitigate impact of pandemic period data
Full credibility — expected loss to payroll ratio not used in computation

= Relativity changes restricted to 25%
- Net impact of restrictions spread across all classifications
- Some special restrictions applied to classes with definitional changes
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Distribution of Preliminary Indicated Classification Relativity Changes

60%
m 9/1/2023 9/1/2024 Preliminary
50%
(7))
S 40%
g
% 30%
o
S
X 20%
- I I
mE = B = .
Less than -25% to -15% to -10% to -5% to +5% to +10% to +15% to  Greater than
-25% -15% -10% -5% +5% +10% +15% +25% +25%

Indicated Relativity Change
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Classifications with Recent or Recommended Changes

= 3070, Computer Memory Disk Mfg.
- Data transferred to Classification 3681(2), Computer or Computer Peripheral Equipment Mfg.
- Relativity restricted to 25% increase until within 25% of 3681 relativity (indicated at a 60% increase)

» 8830, Institutional Employees

- No longer combined with Classification 9043, Hospitals, for ratemaking as 9043 is subject to the
maximum payroll limitation

- Relativity consistent with prior expected relativity

» Restaurant Industry

- Classification 9079 eliminated and replaced with six new classifications (9058, 9080, 9081, 9082,
9083, 9084)

- Classifications are combined for ratemaking until sufficient data becomes available

WCIRBCaIifornia‘“ 26
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Other Classifications with Large Indicated Relativity Changes

= 0400, Warehouses — cotton (59%)

» 4312, Newspaper Delivery (29%)

= 4829, Chemical Mfg. (25%)

» 5553, Roofing — high wage (35%)

» 6251, Tunneling or Underground Mining (28%)

= 8631, Racing Stables — all other employees (30%)

= 8749, Mortgage Bankers (-30%)

= 8874, Instrument Mfg., et al. — design or development (-33%)

» 9420, Municipal/State/Public Agency — all other employees (-27%)
= 9552, Sign Erection or Repair (38%)
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© 2024 Workers’ Compensation Insurance Rating Bureau of California. All rights reserved.
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