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Workers Compensation Premium 

First Increase in Years 
 

Net Written Premium 
$ Billions 

Calendar Year  
 
Source: 1990–2011 Private Carriers, Annual Statement Data 
 1996–2011 State Funds: AZ, CA, CO, HI, ID, KY, LA, MD, MO, MT, NM, OK, OR, RI, TX, UT Annual Statements 
State Funds available for 1996 and subsequent 
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Workers Compensation 

Written Premium Change 

 
Countrywide: Annual Statement Data, Private Carriers 
NCCI States: Annual Statement Statutory Page 14, Private Carriers, NCCI ratemaking states 
Components of change based on Policy data, NCCI’s Statistical Plan data, Financial Call data 

Direct Written Premium—NCCI States  +7.5% 

Components of DWP Change for NCCI States: 
Change in Carrier Estimated Payroll +3.0% 

Change in Bureau Loss Costs –1.0% 

Change in Carrier Discounting +0.4% 

Change in Audit Impacts +5.0% 

Combined Effect:  +7.5% 

Written Premium Change from 2010-2011 

Net Written Premium—Countrywide  +7.9% 
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Employment Growth Lags  

Behind Real GDP Growth 
Index:  2007 = 100 
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Source: Bureau of Labor Statistics (BLS), Bureau of Economic Analysis (BEA)  
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Workers Compensation Calendar Year 

Combined Ratio Remains High 
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Source: 1990–2011, Annual Statement Data 
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Workers Compensation 

Investment Returns 
 

Investment Gain on Insurance Transactions-to-Premium Ratio 

Private Carriers 
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Source: 1990–2011, Annual Statement Data 
Investment Gain on Insurance Transactions includes Other Income 
* Adjusted to include realized capital gains to be consistent with 1992 and after  
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Workers Compensation Results 

Operating Loss Continues 
 

Pre-Tax Operating Gain Ratio—Private Carriers 
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Average (1990–2010): 5.5% 
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Workers Compensation 

 

Accident Year Results and 

Reserve Estimates 
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 Accident Year Net Combined Ratio 
 

Workers Compensation Calendar Year vs. Ultimate Accident Year 

Private Carriers 

 
Accident Year data is evaluated as of 12/31/2011 and developed to ultimate 
Source: Calendar Years 2002–2011, Annual Statement Data; 
 Projected Ultimate Accident Years 2002–2011, NCCI analysis based on Annual Statement Data 
Includes dividends to policyholders 
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Loss and LAE figures are based on NAIC Annual Statement Data for each valuation date and NCCI latest selections 
 
Source: NCCI analysis 
Considers all reserve discounts as deficiencies   
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Workers Compensation Ultimate 

Accident Year Net Loss and LAE Ratios 
 

As Reported—Private Carriers 

 
Reported Loss and LAE ratios 
 
Source: Annual Statement, Schedule P data as reported by private carriers  
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NCCI Selections—Private Carriers 

 
Selected Loss and LAE ratios 
 
Source: NCCI Reserve Analysis  
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Workers Compensation 

 

Premium Drivers 
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History of Average Workers Compensation Bureau Rate/Loss Cost Level Changes 

Percent 
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* States approved through 10/12/2012 
Countrywide approved changes in advisory rates, loss costs, and assigned risk rates as filed by the applicable rating organization 
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Average Approved Bureau 

Rates/Loss Costs 
 

All States vs. NCCI States 
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Current NCCI Voluntary Market 

Filed Rate/Loss Cost Changes 
 

Excludes Law-Only Filings 
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p Preliminary 
 
Dividend ratios are based on calendar year statistics 
NCCI benchmark level does not include an underwriting contingency provision 
Based on data through 12/31/2011 for the states where NCCI provides ratemaking services 
 

Impact of Discounting on Workers Compensation 
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Workers Compensation 

 

Loss Drivers 
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2011p: Preliminary based on data valued as of 12/31/2011 
1991–2010: Based on data through 12/31/2010, developed to ultimate 
Based on the states where NCCI provides ratemaking services, including state funds; excludes high deductible policies 
Frequency is the number of lost-time claims per $1M pure premium at current wage and voluntary loss cost level 

Workers Compensation Lost-Time  

Claim Frequency Declined in 2011 
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NCCI’s Statistical Plan audited premium compared to policy-estimated premium 
Based on the states where NCCI provides ratemaking services, including state funds; excludes high deductible policies 
and mid-term cancellations 
 

 The Recession Impacted 

Premium Audits 
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NCCI’s Statistical Plan data, policies effective January 2006 through July 2010, organized by accident/exposure year, at 1st report 
Based on states where NCCI provides ratemaking services, including state fund data; excludes high deductible policies 
Frequency is the number of claims per $1M wage-adjusted on-level premium 
Small lost-time claims are those with incurred indemnity losses <= $2,000 at 1st report in 2010 dollars   
Threshold de-trended for prior years at the rate of 3% 
 
  

Claim Frequency by Type of Claim 
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2011p: Preliminary based on data valued as of 12/31/2011 
1991–2010: Based on data through 12/31/2010, developed to ultimate 
Based on the states where NCCI provides ratemaking services, including state funds 
Excludes high deductible policies 

Workers Compensation Indemnity 

Claim Costs—Modest Increase in 2011 
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Workers Compensation Indemnity 

Severity—Modest Increase in 2011 
 

 Average Indemnity Cost per Lost-Time Claim 
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2011p: Preliminary based on data valued as of 12/31/2011 
1991–2010: Based on data through 12/31/2010, developed to ultimate 
Based on the states where NCCI provides ratemaking services, including state funds 
Excludes high deductible policies 

Workers Compensation Medical Severity 

Moderate Increase in 2011  
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Workers Compensation Medical Severity 

Moderate Increase in 2011 
 

 Average Medical Cost per Lost-Time Claim 
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Workers Compensation 

 

Residual Market 
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Workers Compensation Residual Market 

Premium—First Increase Since 2004 
 

NCCI-Serviced Workers Compensation Residual Market Pools 

as of June 30, 2012 
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Workers Compensation Residual Market 

Share Increases  
 

Workers Compensation Insurance Plan States*  
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Workers Compensation Residual Market 

Combined Ratio  
 

NCCI-Serviced Workers Compensation Residual Market Pools 

as of June 30, 2012 
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Workers Compensation Residual Market 

Underwriting Results 
 

NCCI-Serviced Workers Compensation Residual Market Pools 

as of June 30, 2012 
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In Summary 

Negatives 

• Underwriting results 

• Frequency flat 

• Interest rates at historic lows 

• Pace of economic recovery 

Positives 

• Premium increased 

• Severity growth moderate 

• Overall loss cost impact of 
frequency and severity minimal  
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Thank You 
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