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Presentation Overview

Overview of the Commonwealth’s Workers’ Compensation Experience

Overall Recommended FY 2021 and FY 2022 Workers’ Compensation
Premiums

Individual Agency FY 2021 and FY 2022 Premium Calculations

Settlement Project

* This document represents a summary of our full report titled “FY 2021 and 2022 Workers’ Compensation Premium Allocation”
dated September 20, 2019. The considerations and limitations outlined in the full report also apply to this document.
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Overall Commonwealth Experience
Pure Premiums

ESTIMATED PURE PREMIUMS BY FISCAL ACCIDENT YEAR
PURE PREMIUM = ESTIMATED ULTIMATE LOSS PER THOUSAND DOLLARS OF PAYROLL
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Overall Commonwealth Experience
Claim Frequency

ESTIMATED LOST TIME CLAIM FREQUENCY BY FISCAL ACCIDENT YEAR
CLAIM FREQUENCY = ESTIMATED ULTIMATE NUMBER OF CLAIMS PER MILLION DOLLARS OF PAYROLL
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Overall Commonwealth Experience
Claim Severity

ESTIMATED CLAIM SEVERITY PER LOST TIME CLAIM BY FISCAL ACCIDENT YEAR
CLAIM SEVERITY = ESTIMATED ULTIMATE LOSS PER LOST TIME CLAIM
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'Note: Claim severities reflect the cost and benéefit level of each respective fiscal year.
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Overall Commonwealth Experience
Payroll and Losses
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Overall Commonwealth Experience
Medical Cost Inflation Index

CALENDAR CPI-ALL PERCENT  MEDICAL CARE  PERCENT
YEAR MEDICAL CARE CHANGE SERVICES CHANGE
1985 113.5 113.2
1986 122.0 7.5% 121.9 7.7%
1987 130.1 6.6% 130.0 6.6%
1988 138.6 6.5% 138.3 6.4%
1989 149.3 7.7% 148.9 7.7%
1990 162.8 9.0% 162.7 9.3%
1991 177.0 8.7% 1771 8.9%
1992 190.1 7.4% 190.5 7.6%
1993 201.4 5.9% 202.9 6.5%
1994 211.0 4.8% 213.4 5.2%
1995 220.5 4.5% 224.2 5.1%
1996 228.2 3.5% 232.4 3.7%
1997 234.6 2.8% 239.1 2.9%
1998 2421 3.2% 246.8 3.2%
1999 250.6 3.5% 255.1 3.4%
2000 260.8 4.1% 266.0 4.3%
2001 272.8 4.6% 278.8 4.8%
2002 285.6 4.7% 292.9 5.1%
2003 297.1 4.0% 306.0 4.5%
2004 310.1 4.4% 321.3 5.0%
2005 323.2 4.2% 336.7 4.8%
2006 336.2 4.0% 350.6 4.1%
2007 351.1 4.4% 369.3 5.3%
2008 364.1 3.7% 384.9 4.2%
2009 375.6 3.2% 397.3 3.2%
2010 388.4 3.4% 411.2 3.5%
2011 400.3 3.0% 423.8 3.1%
2012 414.9 3.7% 440.3 3.9%
2013 425.1 2.5% 454.0 3.1%
2014 435.3 2.4% 464.8 2.4%
2015 446.8 2.6% 476.2 2.4%
2016 463.7 3.8% 494.8 3.9%
2017 475.3 2.5% 506.8 2.4%
2018 484.7 2.0% 517.8 2.2%
2019 493.6 1.8% 530.2 2.4%
Trend 1985-2018 4.3% 4.6%
Trend 1992-2018 3.7% 4.0%
Trend 1997-2018 3.6% 3.9%
NOTES:

TREND IS BASED ON AN EXPONENTIAL ANALYSIS ON THE YEARS INDICATED.
2019 DATA IS BASED ON DATA THROUGH JULY.
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Overall Recommended Commonwealth Premiums
Accounting Projections - Pay As You Go (Cash Flow) Premiums

FISCAL YEARS ENDING

2019 2020 2021 2022
1. FUND BALANCE (BEGINNING OF YEAR) 40,253 46,877 53,066 53,066
2. PREMIUM 83,801 83,479 79,156 80,357
2a. COMMONWEALTH AGENCIES 83,634 83,236 78,905 80,101
2b. VCUHA EFFECTIVE 2002 167 243 250 256
3. NET CASH TRANSFERRED OUT 5,625 0 0 0
TRANSFER OF RESERVE 0 0 0 0
TRANSFER FROM W/C 0 0 0 0
4. LOSS PAYMENTS 57,461 62,816 64,326 65,143
4a. PAYMENTS ON CURRENT ACCIDENT YEAR 7,722 9,870 9,652 9,441
4b. PAYMENTS ON ALL PRIOR ACCIDENT YEARS 49,739 52,946 54,674 55,702
5, PROGRAM EXPENSES 14,569 14,933 15,306 15,689
6. ADMINISTRATIVE EXPENSES 1,224 1,294 1,294 1,307
7. INVESTMENT INCOME 1,701 1,753 1,771 1,783
8. FUND BALANCE (END OF YEAR) 46,877 53,066 53,066 53,066
REQUIRED RESERVE
9, UNDISCOUNTED 936,261 959,673 979,747 997,243
10. DISCOUNTED 693,405 711,503 726,964 740,493
FUND POSITION
11. UNDISCOUNTED (889,384)  (906,607) (926,681)  (944,177)
12. DISCOUNTED (646,528)  (658,436) (673,898) (687,427)

Note: All dollars are in thousands.
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Overall Recommended Commonwealth Premiums
Components of Required Cash Flow Premiums

FY 2021 FY 2022
Loss Payments 64,326 65,143
Plus Program and Administrative Expenses 16,601 16,996
Less Investment Income 1,771 1,783
Equals Total Required Premium 79,156 80,357
Less VCUHA 250 256
Equals Total Commonwealth Agency Premium 78,905 80,101

(All Dollars are in $000s)
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Individual Agency Premium Calculations
Considerations in Determining Agency Premiums

= Exposures (measured as payroll by
NCCI job class)

= Historical Loss Experience

+ Experience Period is FY 2016
through FY 2018

= Stability and Risk Sharing
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Individual Agency Premium Calculations
About NCCI

= National Council on Compensation Insurance (NCCI) — a national workers’
compensation statistical rating bureau

= Collects loss and payroll data from insured and private self-insured entities for
majority of states

= For most states, including Virginia, analyze the collected loss and payroll data and
publish “loss costs”, which represent ultimate losses per $100 of payroll by job class
code

= Examples of job class codes:
- 8810 — Clerical office employees
« 7720 — Police officers and drivers
- 7383 — College - all employees other than professional or clerical
- 8833 — Hospital — professional employees
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Individual Agency Premium Calculations
General Agency Premium Determination Formula

Agency Estimated Benchmark Premium

x Commonwealth Total Required Premium

Commonwealth Total Estimated Benchmark Premium
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Individual Agency Premium Calculations
Estimated Benchmark Premiums

Estimated Benchmark Premium =

Estimated Manual Losses

Agency Experience Modification Factor

Loading for Insurance Company Expenses and Profit
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Individual Agency Premium Calculations
Example of FY 2021 Manual Loss Calculation

Sample Agency Estimated Manual Losses
NCCI Agency FY 2021
NCCI Virginia FY 2021 Manual
Class Loss Cost Payroll Losses
(1) (2) (3) (4)
8810 0.09 200,000 180
8868 0.27 700,000 1,890
9101 2.21 100,000 2,210
Total 1,000,000 4,280
Notes:
(2) Loss Cost represents ultimate loss per hundred dollars of payroll
(4)=(2)x(3)/100
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Individual Agency Premium Calculations

Experience Modification Factors
A, +[W xA.]+[(1-W)xE]+B

Experience Modification Factor =
E+B

= Formula is published by NCCI

» Measures relationship between loss of an individual insured
relative to the average for the class of insureds

= Assumes historical relationship of insured’s losses to class
averages is predictor of future relationship of insured’s
losses to class averages (3 year experience period is FY
2016 to FY 2018)

m Factor of 1.15 indicates that insured’s losses are expected
to be 15% higher than class average

» Factor of 0.90 indicates that insured’s losses are expected
to be 10% lower than class average

» A and E represent actual and expected losses (subscript p
refers to primary losses and subscript e refers to excess
losses); W and B vary with size of insured
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med pd

																																EXHIBIT WC MED-15



		COMMONWEALTH OF VIRGINIA

		DEPARTMENT OF HUMAN RESOURCES MANAGEMENT



		SELF INSURANCE FUND

		REVIEW AS OF 6/30/01

		WORKERS COMPENSATION – MEDICAL





		CUMULATIVE PAID LOSS DEVELOPMENT

		ACCID'T YR																																PAID		PAID		PAID		PAID				SELECTED

		ENDING		AGE OF DEVELOPMENT																														LOSS		LOSS		LOSS		LOSS				CUMU.

		6/30		    12 MTHS		    24 MTHS		    36 MTHS		    48 MTHS		    60 MTHS		    72 MTHS		    84 MTHS		    96 MTHS		  108 MTHS		  120 MTHS		  132 MTHS		  144 MTHS		  156 MTHS		  168 MTHS		180 MTHS		@6/30/01		@6/30/00		@6/30/98		@6/30/96				LDF

		1987																				9,761		10,013		10,232		10,231		10,443		10,491		10,491		10,443		10,232		9,761				1.139

		1988																		11,324		12,028		12,638		13,940		14,732		14,987				14,987		14,732		12,638		11,324				1.150

		1989																11,417		11,813		12,360		12,504		12,805		13,025						13,025		12,805		12,360		11,417				1.164

		1990														11,399		12,154		12,724		13,368		13,934		14,466								14,466		13,934		12,724		11,399				1.187

		1991												11,734		12,388		12,972		13,648		14,099		14,747										14,747		14,099		12,972		11,734				1.217

		1992										12,870		13,571		14,204		14,824		15,337		15,931												15,931		15,337		14,204		12,870				1.263

		1993								13,329		14,093		15,056		15,636		16,257		17,010														17,010		16,257		15,056		13,329				1.314

		1994						13,894		15,247		16,860		17,873		18,795		19,943																19,943		18,795		16,860		13,894				1.370

		1995				8,904		10,447		11,374		11,967		12,470		12,918																		12,918		12,470		11,374		8,904				1.432

		1996		4,014		8,492		10,536		11,536		12,367		13,152																				13,152		12,367		10,536		4,014				1.498

		1997		3,616		8,967		10,405		11,465		12,372																						12,372		11,465		10,536						1.585

		1998		5,066		9,790		11,824		13,535																								13,535		11,824		5,066						1.703

		1999		4,189		8,878		10,864																										10,864		8,878								1.884

		2000		4,742		9,266																												9,266		4,742								2.262

		2001		4,668																														4,668										4.748



		NOTES:		DATA FROM DHRM; LAST DIAGONAL ESTIMATED BASED ON LOSSES VALUED AS OF 6/6/2001.

				DATA IS GROSS OF RECOVERIES

				ALL DOLLARS ARE IN THOUSANDS













ind pd

																																EXHIBIT WC IND-15



		COMMONWEALTH OF VIRGINIA

		DEPARTMENT OF HUMAN RESOURCES MANAGEMENT



		SELF INSURANCE FUND

		REVIEW AS OF 6/30/01

		WORKERS COMPENSATION – INDEMNITY





		CUMULATIVE PAID LOSS DEVELOPMENT

		ACCID'T YR																																PAID		PAID		PAID		PAID				SELECTED

		ENDING		AGE OF DEVELOPMENT																														LOSS		LOSS		LOSS		LOSS				CUMU.

		6/30		    12 MTHS		    24 MTHS		    36 MTHS		    48 MTHS		    60 MTHS		    72 MTHS		    84 MTHS		    96 MTHS		  108 MTHS		  120 MTHS		  132 MTHS		  144 MTHS		  156 MTHS		  168 MTHS		180 MTHS		@6/30/01		@6/30/00		@6/30/98		@6/30/96				LDF

		1987																				11,168		11,504		11,654		11,668		11,703		11,808		11,808		11,703		11653.535		11168.299				1.035

		1988																		12,139		12,838		13,256		13,763		13,933		14,039				14,039		13,933		13255.61		12139.412				1.040

		1989																13,405		14,535		15,688		16,205		16,392		16,556						16,556		16,392		15687.738		13404.782				1.046

		1990														12,838		14,448		15,940		17,387		18,227		18,651								18,651		18,227		15939.5		12837.9				1.055

		1991												11,539		13,064		14,595		16,054		17,443		18,189										18,189		17,443		14594.972		11538.678				1.077

		1992										11,471		13,068		14,773		16,433		18,094		19,651												19,651		18,094		14773.306		11470.516				1.119

		1993								9,219		10,816		12,805		14,357		15,869		17,184														17,184		15,869		12805.033		9218.822				1.210

		1994						7,443		9,256		11,557		13,297		15,024		16,726																16,726		15,024		11556.525		7442.986				1.324

		1995				4,558		6,360		8,176		9,559		10,899		12,186																		12,186		10,899		8175.966		4557.874				1.472

		1996		1,753		4,253		6,014		7,485		8,939		10,307																				10,307		8,939		6013.672		1753.065				1.656

		1997		2,064		4,116		5,943		7,655		9,279																						9,279		7,655		6,014						1.901

		1998		1,927		4,428		6,736		8,697																								8,697		6,736		1,927						2.282

		1999		1,484		3,853		5,661																										5,661		3,853								2.916

		2000		1,596		4,021																												4,021		1,596								4.265

		2001		1,645																														1,645										10.539



		NOTES:		DATA FROM DHRM AND FRANK GATES; LAST DIAGONAL IS ESTIMATED BASED ON DATA VALUED AS OF 6/6/2001.

				DATA IS GROSS OF RECOVERIES

				ALL DOLLARS ARE IN THOUSANDS













exp pd

																																EXHIBIT WC EXP-15



		COMMONWEALTH OF VIRGINIA

		DEPARTMENT OF HUMAN RESOURCES MANAGEMENT



		SELF INSURANCE FUND

		REVIEW AS OF 6/30/01

		WORKERS COMPENSATION – EXPENSE





		CUMULATIVE PAID EXPENSE DEVELOPMENT

		ACCID'T YR																																PAID		PAID		PAID		PAID				SELECTED

		ENDING		AGE OF DEVELOPMENT																														EXPENSE		EXPENSE		EXPENSE		EXPENSE				CUMU.

		6/30		    12 MTHS		    24 MTHS		    36 MTHS		    48 MTHS		    60 MTHS		    72 MTHS		    84 MTHS		    96 MTHS		  108 MTHS		  120 MTHS		  132 MTHS		  144 MTHS		  156 MTHS		  168 MTHS		  180 MTHS		@6/30/01		@6/30/00		@6/30/99		@6/30/96				LDF

		1987																				548		561		572		574		586		590		590		586		571.892		548.07				1.095

		1988																		755		786		792		830		853		860				860		853		830		755.497				1.100

		1989																930		959		978		998		1,012		1,021						1,021		1,012		998		929.664				1.106

		1990														709		715		710		714		714		715								715		714		714		709.048				1.114

		1991												691		708		751		755		756		758										758		756		755		690.826				1.125

		1992										824		849		867		872		872		874												874		872		872		823.964				1.139

		1993								42		51		63		74		75		77														77		75		74		42.401				1.157

		1994						39		50		65		70		71		75																75		71		70		38.914				1.180

		1995				42		53		62		66		72		74																		74		72		66		42.236				1.216

		1996		27		49		50		61		66		71																				71		66		61		26.611				1.277

		1997		17		23		30		30		33																						33		30		30						1.401

		1998		23		37		41		46																								46		41		37						1.590

		1999		14		16		19																										19		16		14						1.828

		2000		1		8																												8		1								2.230

		2001		31																														31										3.408



		NOTES:		DATA FROM DHRM AND FRANK GATES; LAST DIAGONAL ESTIMATED BASED ON DATA VALUED AS OF 6/6/2001.

				DATA IS GROSS OF RECOVERIES

				ALL DOLLARS ARE IN THOUSANDS













total pd

																																EXHIBIT WC MED-15



		COMMONWEALTH OF VIRGINIA

		DEPARTMENT OF HUMAN RESOURCES MANAGEMENT



		SELF INSURANCE FUND

		REVIEW AS OF 6/30/01

		WORKERS COMPENSATION – TOTAL





		CUMULATIVE PAID LOSS DEVELOPMENT

		ACCID'T YR																																PAID		PAID		PAID		PAID		PAID		PAID

		ENDING		AGE OF DEVELOPMENT																														LOSS		LOSS		LOSS		LOSS		LOSS		LOSS

		6/30		    12 MTHS		    24 MTHS		    36 MTHS		    48 MTHS		    60 MTHS		    72 MTHS		    84 MTHS		    96 MTHS		  108 MTHS		  120 MTHS		  132 MTHS		  144 MTHS		  156 MTHS		  168 MTHS		180 MTHS		@6/30/01		@6/30/00		@6/30/99		@6/30/98		@6/30/97		@6/30/96

		1987																				21,477		22,078		22,458		22,474		22,733		22,888		22,888		22,733		22,474		22,458		22,078		21,477

		1988																		24,219		25,652		26,686		28,533		29,517		29,886				29,886		29,517		28,533		26,686		25,652		24,219

		1989																25,752		27,307		29,026		29,706		30,209		30,601						30,601		30,209		29,706		29,026		27,307		25,752

		1990														24,945		27,317		29,374		31,469		32,875		33,832								33,832		32,875		31,469		29,374		27,317		24,945

		1991												23,964		26,160		28,318		30,457		32,297		33,694										33,694		32,297		30,457		28,318		26,160		23,964

		1992										25,164		27,488		29,844		32,130		34,303		36,456												36,456		34,303		32,130		29,844		27,488		25,164

		1993								22,590		24,961		27,924		30,067		32,201		34,272														34,272		32,201		30,067		27,924		24,961		22,590

		1994						21,376		24,554		28,482		31,239		33,889		36,744																36,744		33,889		31,239		28,482		24,554		21,376

		1995				13,504		16,860		19,613		21,593		23,441		25,178																		25,178		23,441		21,593		19,613		16,860		13,504

		1996		5,794		12,793		16,600		19,082		21,371		23,531																				23,531		21,371		19,082		16,600		12,793		5,794

		1997		5,698		13,107		16,378		19,150		21,684																						21,684		19,150		16,378		12,793		5,698

		1998		7,016		14,254		18,601		22,278																								22,278		18,601		14,254		7,016

		1999		5,687		12,747		16,544																										16,544		12,747		5,687

		2000		6,339		13,296																												13,296		6,339

		2001		6,344																														6,344



		NOTES:		DATA FROM DHRM; LAST DIAGONAL ESTIMATED BASED ON LOSSES VALUED AS OF 6/6/2001.																														387,230		349,675		313,069		278,132		240,867		208,786

				DATA IS GROSS OF RECOVERIES																														37,555		36,606		34,937		37,265		32,081

				ALL DOLLARS ARE IN THOUSANDS













annual cash flows

		Commonwealth of Virginia

		Self Insurance Fund

		Historical and Projected Cash Flows

				Fiscal Year Ending

				1996		1997		1998		1999		2000		2001		2002		2003		2004

		Loss Payments		32,344		34,806		34,349		36,173		37,060		37,555		39,853		40,857		42,004

		Program Expenses		1,322		969		1,500		5,588		3,931		4,693		5,400		5,562		5,729

		Administrative Expenses		1,477		1,513		2,017		342		400		519		523		539		555

		Program and Administrative Expenses		2,799		2,482		3,517		5,930		4,331		5,212		5,923		6,101		6,284

		Investment Income		3,441		53		3,104		3,197		2,451		2,976		2,952		2,980		3,012

		Indicated Cash Flow		31,702		37,235		34,762		38,906		38,940		39,791		42,824		43,978		45,276



		Actual Premium		35,114		35,506		36,542		39,912		41,452

Jennifer Price: Jennifer Price:
from our 6/30/1998 report, cash flow projection		41,452

Jennifer Price: Jennifer Price:
equal to 2000		40,811

Jennifer Price: Jennifer Price:
equal to 2000 and 2001, except MCV changes to run-off premium		43,978		45,276

		Commonwealth Agencies Only														39,632		43,134		44,604

		Premium Over / (Under)		3,412		(1,729)		1,780		1,006		2,512		1,661		(2,013)		0		0

																		8.8%

		Figures underlying our 2000 premium projection

		loss payments										39,573

		program and admin expense										4,576

		investment income										2,697

		cash flow										41,452







cash flow chart



Workers Compensation

Loss
Payments	1996	1997	1998	1999	2000	2001	2002	2003	2004	32344	34806	34349	36173	37060	37555	39853	40857	42004	Expenses	1996	1997	1998	1999	2000	2001	2002	2003	2004	2799	2482	3517	5930	4331	5212	5923	6101	6284	Actual
Premiums	1996	1997	1998	1999	2000	2001	2002	2003	2004	35114	35506	36542	39912	41452	41452	40811	43978	45276	Indicated
Premiums	1996	1997	1998	1999	2000	2001	2002	2003	2004	31702	37235	34762	38906	38940	39791	42824	43978	45276	Fiscal Year Ending



Total Dollars









cf chart data

		FY
Ending		Loss
Payments		Expenses		Actual
Premiums		Indicated
Premiums

		1996		32,344		2,799		35,114		31,702

		1997		34,806		2,482		35,506		37,235

		1998		34,349		3,517		36,542		34,762

		1999		36,173		5,930		39,912		38,906

		2000		37,060		4,331		41,452		38,940

		2001		37,555		5,212		41,452		39,791

		2002		39,853		5,923		40,811		42,824

		2003		40,857		6,101		43,978		43,978

		2004		42,004		6,284		45,276		45,276





Ult_Loss_Chart_Data





		Fiscal		Selected

		Accident		Ultimate		Payroll

		Year		Losses		(000,000's)

		1987		23,908		2,014

		1988		34,079		2,141

		1989		33,559		2,334

		1990		38,864		2,560

		1991		39,723		2,971

		1992		43,359		2,921

		1993		43,263		3,051

		1994		51,163		3,249

		1995		35,555		3,437

		1996		37,183		3,394

		1997		37,773		3,374

		1998		42,795		3,771

		1999		38,814		4,053

		2000		40,850		4,342

		2001		44,735		4,574

		2002		45,390		4,549

		2003		47,513		4,710

		2004		49,723		4,875





		Total		728,247		62,318





Ult_Loss_Tot

		COMMONWEALTH OF VIRGINIA

		DEPARTMENT OF HUMAN RESOURCES MANAGEMENT

		DIVISION OF RISK MANAGEMENT

		SELF INSURANCE FUND

		REVIEW AS OF 6/30/01

		WORKERS COMPENSATION – TOTAL



		SUMMARY OF SELECTED ULTIMATE LOSS & ALAE AND HISTORICAL PAYROLL

































































































&"MGaramond,Regular"&9MMC Enterprise Risk Consulting, Inc.


Selected Ultimate Losses	1987	1988	1989	1990	1991	1992	1993	1994	1995	1996	1997	1998	1999	2000	2001	2002	2003	2004	23907.76458725255	34078.866074467653	33558.68666122025	38863.570259935805	39723.428113270078	43358.861116770167	43262.728697498547	51162.912670383506	35554.952237344383	37182.586591480816	37772.698556262898	42795.233106223313	38813.662389273493	40849.857581158962	44735.367899547993	45390.015461572817	47512.762241129327	49723.434175360919	Payroll	(000,000's)	2014.0458274146497	2141.3089263151533	2334.1780738903067	2559.9105781233789	2971	2921	3051	3249.4007281895606	3436.52	3393.8	3373.847679	3770.7858719999999	4052.5350269999999	4341.6698438900003	4573.7357944574987	4549.0093667641622	4709.7550238229087	4874.5964496567112	Fiscal Accident Year



Selected Ultimate Loss & ALAE ($000's)



Payroll ($000,000's)









acct proj

												FISCAL YEARS ENDING

												2001		2002		2003		2004

		1.		FUND BALANCE (BEGINNING OF YEAR)								37,606		41,115		39,102		39,102

		2.		PREMIUM 								43,301		40,811		43,978		45,276

		2a.		COMMONWEALTH AGENCIES								43,301		39,632		43,134		44,604

		2b.		VCUHA EFFECTIVE 2002										1,179		844		672

		3.		TRANSFERS 								0		0		0		0

				TRANSFER OF RESERVE								0		0		0		0

				TRANSFER FROM W/C								0		0		0		0

		4.		LOSS PAYMENTS								37,555		39,853		40,857		42,004

		5.		PROGRAM EXPENSES								4,693		5,400		5,562		5,729

		6.		ADMINISTRATIVE EXPENSES								519		523		539		555

		7.		INVESTMENT INCOME								2,976		2,952		2,980		3,012

		8.		FUND BALANCE (END OF YEAR)								41,115		39,102		39,102		39,102

																		

		REQUIRED RESERVE

		9.		UNDISCOUNTED								198,391		203,928		210,584		218,303

		10.		DISCOUNTED								151,158		155,129		160,013		165,781

		FUND POSITION

		11.		UNDISCOUNTED								(157,276)		(164,826)		(171,482)		(179,201)

		12.		DISCOUNTED								(110,042)		(116,027)		(120,911)		(126,679)

		Notes:		Actual 2001 billed premium equals $41,452. Total shown includes collection of 

				old accounts receivables.

				All dollars are in thousands.





med cpi

								CPI

				CPI - All		Percent		Medical Care		Percent

		YEAR		Medical Care		Change		Services		Change



		1985		113.5				113.2

		1986		122.0		7.5%		121.9		7.7%

		1987		130.1		6.6%		130.0		6.6%

		1988		138.6		6.5%		138.3		6.4%

		1989		149.3		7.7%		148.9		7.7%

		1990		162.8		9.0%		162.7		9.3%

		1991		177.0		8.7%		177.1		8.9%

		1992		190.1		7.4%		190.5		7.6%

		1993		201.4		5.9%		202.9		6.5%

		1994		211.0		4.8%		213.4		5.2%

		1995		220.5		4.5%		224.2		5.1%

		1996		228.2		3.5%		232.4		3.7%

		1997		234.6		2.8%		239.1		2.9%

		1998		242.1		3.2%		246.8		3.2%

		1999		250.6		3.5%		255.1		3.4%

		2000		260.8		4.1%		266.0		4.3%





		Trend 1985-2000				5.8%				6.0%

		Trend 1991-2000				4.1%				4.4%

		Trend 1996-2000				3.4%				3.4%



		Trend is based on an exponential analysis on the years indicated.





manual loss

		Sample Agency

		NCCI
Class		NCCI
Virginia
Loss Cost		Agency
FY 2003
Payroll		FY 2003
Manual Losses

		(1)		(2)		(3)		(4)



		8810		0.12		200,000		240

		8868		0.31		700,000		2,170

		9101		1.99		100,000		1,990



		Total				1,000,000		4,400

		Notes:

		(2) Loss Cost represents ultimate loss per hundred dollars of payroll

		(4) = (2) x (3) / 100





mod

						Ap + [W x Ae] + [(1-W) x Ee] + B

				Experience Modification Factor = 		––––––––––––––––––––––––––––––––

						E + B
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—

Individual Agency Premium Calculations
Sample Agency’s Estimated Benchmark Premium

Sample Agency Estimated Commercial Premium
Estimated FY 2021 Manual Losses 4,280
times X
Sample Agency Experience Modification Factor 0.95
times X
Loading for Insurance Company Expenses and Profit 1.333
equals =
Estimated 2021 Benchmark Premium 5,420

Note: The expense and profit loading is shown to illustrate estimated benchmark
premiums -- it does not affect the allocation procedure.

OLIVER WYMAN 16
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Individual Agency Premium Calculations
Stability Considerations - Credibility

= Experience Modification Factor reflects “credibility” of
agency’s historical experience by:

* Considering the size of the agency (W and B factors), and

* Limiting the dollars on any one loss to $283,500 in the
formula

OLIVER WYMAN 17
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Settlement Project
Overview

 Iltem 81 F.3 of Chapter 2, 2018 Special Session 1, Virginia Acts of Assembly
provides for Working Capital Advances of up to $20 million to settle certain workers’
compensation claims and requires DHRM to pay back the working capital advance
from annual premiums over a seven year period.

 The Commonwealth determined that the cost avoidance associated with
accelerated closure of these settled claims should accrue to the individual agencies
whose claims have been settled and that each individual affected agency should
bear the cost of the repayment of the settlement costs over the indicated seven
year period.

» The first year of the working capital advance repayment occurred in FY 2019 for
claims settled in FY 2017. A total of $698,557 was paid back from the annual
collection of workers’ compensation premiums.

OLIVER WYMAN 18
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Settlement Project
2017 through 2019 Results

Settlement Year # of Claims Total Settlements Cost Avoidance Payback Period

FY 2017 62 $4,889,899 $14,726,445  2019-2025
FY 2018 42 $3,569,370 $8,794,562  2020-2026
FY 2019 39 $3,576,463 $13,363,769  2021-2027

Total 143 $12,035,732 $36,884,776

OLIVER WYMAN 19
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Settlement Project
Premium Methodology

« Initially, the total premium allocated to individual agencies includes the FY 2021 or
FY 2022 cost avoidance amount. This represents the total required premium if the

settlements had not occurred.

» The cost avoidance amounts specific to the individual agencies are deducted from
those agencies’ preliminary premiums to arrive at the final premiums.

 Additionally, these individual agencies are charged 1/7t" of their FY 2017 through
FY 2019 settlement amounts in FY 2021 and FY 2022, reflecting the 7 year

payback periods.

20
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