Experience Rating Reform

Capping Recommendations
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Brief Recap Ohio | S

June 2008 Board Approval:
o Effective July 1, 2009

o Implement a 20% cap on premium increases
that result solely from the change in credibility
table changes. (85% to 77% maximum credibility table)

o Implement a year to year cap to limit the EM
Increase from the previous year at 100%
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Discussion CORio | ok

Within Year 20% Premium Cap

o Requires employers to pay full premium for a year,
then be refunded after the premium cap is applied

o Delays effect of the cap to employers

o Less than ideal for employers

o Need a methodology that:
o Provides employers immediate relief
o Is easy to understand
ols easy to communicate

ols easy to implement
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Recommendation Ohio | Bureau of Workers

Within Year 30% EM Cap

o Recommend a cap of a 30% limited increase
of the experience modifier as a result of the
change in the credibility table

oProvides immediate relief to employers

oAchieves similar results as the 20%
oremium cap

oDiscussions and feedback from external
narties have been favorable
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Recommendation Ohio | Smeammtion e

Within Year 30% EM Cap

Similarity Confirmed

At 85% At 77%
Credibility Credibility 20% Premium | 30% EM Cap
Table Table Cap Method Method
1.52 1.34 1.33 1.34

Group loss ratio relative to the non-group loss ratio of 1.00

Loss ratios are a measure of losses to premium
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- Bureau of Workers’
Ohlo Compensation

Recommendation

Within Year 30% EM Cap

Similarity Confirmed

20% Premium Cap Method

30% EM Cap Method

Oliver Wyman
Estimated
Policy Count

61,259

73,865
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Recommendation

Within Year 30% EM Cap

Summary

oProvides immediate relief to employers
oSimilar loss ratios to 20% premium cap

oApproximately 12,500 more employers benefit
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Recommendation Ohio | Rrediees

Methodology for the Within Year 30% EM Cap
o There will be two EM’s calculated

o 85% maximum crediblility table increased
by 30%

o 77% maximum credibility table

o Selected EM will be the lower of the two EM’s

o Isolates the capping benefit to only the
change in the credibility table
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Recommendation COhio | frysiewy

Within Year 30% EM Cap Scenarios

(A) (B) (®)

Employer EM 7-1-2009 EM Policy year 7-1- 7-1-2009 EM (D)
Scenarios (85-percent 2009 Capped EM (77-percent Selected EM
(hypothetical) maximum table) (Column A x 1.3) maximum table) (lower of column B or C)

Employer that
benefits from the
cap 0.23 0.30 0.31 0.30

Employer that does
not qualify for the
cap 0.57 0.74 0.60 0.60
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Bureau of Workers’

Recommendation OBI0 | Firs v

Between Year 100% EM Cap

o Cap experience modifier (EM) to a 100%
Increase over the previous year EM

o Targets those employers that are removed
from group rating

o Excludes those EM’s in which more than
one policy experience is used to create the
EM due to changes in exposure
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Recommendation COhio | frysiewy

Between Year 100% Cap

(©) (D)
(B) Policy Year 7-1- Selected EM for Policy
Employer EM (A) Policy Year 7-1-2009 2009 EM Year 7-1-2009
Scenarios Policy Year Capped EM (77-percent (lower of column B or
(hypothetical) 7-1-2008 EM (Column A x 2) maximum table) ()]
Employer that
benefits from the
cap 0.63 1.26 1.55 1.26
Employer that does
not qualify for the
cap 0.63 1.26 0.73 0.73
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Experience Rating Reform Ohio | Srmertmior=

Capping Recommendations

October 30, 2008 12



