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Restoring Operational Excellence

THIS IS A DRAFT.

The proposed changes have not been 
thoroughly evaluated by either BWC’s 
actuarial department or Oliver Wyman. 

The goal of this presentation is to continue 
discussion on continuity options with the 
hoping of identifying concepts worthy of 
further analysis. After actuarial evaluation, the 
concept may or may not be viable.

THIS IS ONLY A DRAFT.

Disclaimer
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Restoring Operational Excellence

o Framework for multi-split plan completed 
based on additional actuarial testing.

o BWC continues “within year caps” at 
approximately 30 percent of the prior year 
EM.

o A continuity strategy that provides relative 
performance compared to Deloitte is tested 
and implemented beginning July 1, 2010.

By July 1, 2009:

Assumptions for this discussion
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Restoring Operational Excellence

o Combine split plan and continuity

o Begin studying and analyzing additional 
options for building a multi-split plan sooner 
than January 1

o Provide strong incentives for (but do not 
require) groups to remain together

What we heard at the previous meeting:

Brief recap
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Restoring Operational ExcellenceJuly 1, 2009 – Maximum discounts

7/1/09
$8,000

$1 million
77 percent 80 percent

Actual credibility:
Capped credibility:
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Restoring Operational Excellence

o Credibility table modified:
o Ceiling - $5 million in expected losses

o Floor - $3,000 in expected losses

o Discount at $1 million reduced

o Lower levels receive increased credibility

o “Within year caps” continue at approximately 
30 percent for continuous groups
o Maximum discount – 74 percent 

o Groups “opt” for continuity; baseline taken

July 1, 2010:

Assumptions
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Restoring Operational Excellence

7/1/09
$3,000

$1 million
77 percent 80 percent

$5 million

7/1/10

74 percent 74 percent

65 percent

Actual credibility:
Capped credibility:

July 1, 2010 – Hypothetical
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Restoring Operational Excellence

o Credibility table modified:
o Upper discount levels reduced

o Lower levels receive increased credibility

o BWC continues “within year caps” at 
approximately 30 percent
o Maximum achievable discount – 68 percent 

o First continuity measurement taken

o New/non-compliant groups’ discounts are 
recalibrated

July 1, 2011:

Assumptions
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7/1/09
$3,000

$1 million
77 percent 80 percent

$5 million

7/1/10

74 percent 74 percent

65 percent

62 percent 68 percent

50 percent

7/1/11

Actual credibility:
Capped credibility:

July 1, 2011 – Hypothetical
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Restoring Operational Excellence

7/1/11
$3,000

$1 million

$5 million
62 percent 68 percent

50 percent

Actual credibility:
Capped credibility:
New/failed group:

July 1, 2011 – Hypothetical

10 percent
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7/1/11
$3,000

$1 million

$5 million

How a new group becomes credible

7/1/12

10 percent 22 percent 31 percent 48 percent39 percent 65 percent56 percent

7/1/13 7/1/14 7/1/15 7/1/16 7/1/17

10 percent 17 percent 25 percent 40 percent33 percent 55 percent48 percent
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o Identify objective performance measures

o Discussion on continuity criteria

o Launch split plan discussion

o Actuarial analysis of:

o Proposed credibility table changes

oContinuity criteria

Next steps

Recap
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