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October 30, 2002

Mr. David I. Harvey, Ph.D.
President

Cody Management Services, Inc.
357 Bay Road, Suite 4
Queensbury, NY 12804

Board of Trustees
OHI Workers’ Compensation Trust

Dear David and Board Members:

Milliman USA, Inc. has completed its work related to the adequacy of the proposed
premium funding levels for the fifth fund year for the OHI Workers’ Compensation Trust
(hereafier referred to as “OHIWCT” or “the Trust”). This report discusses our
conclusions, the data underlying our work and our analysis.

In summary, we believe the proposed rate structure produces an expected loss and
allocated loss expense ratio of 33.0% for the fifth fund year effective January 1, 2003.
Based on an expected expense ratio (including excess insurance costs) of 59.3%, the
expected combined ratio is 92.3%. Further, based on a total premium of $700,000 and a
per occurrence retention of $350,000, we estimate that there is a 76% confidence level
that the sixth fund year will not result in an underwriting loss (i.e., a combined ratio of

100.0% or less).
Please feel free to call should you have any questions or if you need any clarification.

Sincerely,

R‘éf@/ W,{g

Robert J. Meyer, FCAS
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Introduction and Background

The OH1 Workers” Compensation Trust is comprised -of employers in the heat, petroleum,
gasoline, plumbing, auto and home supply and related industries. These businesses

service both residential and commercial clientele.

In response to the increasing cost of workers’ compensation insurance, the OHl Workers’
Compensation Trust (OHIWCT) was formed on October 21, 1997. Through OHIWCT,
the members self-insure their collective workers compensation costs. OHI retained the
services of Cody Management Services, Inc. (CMS) to assist them in their efforts to
develop the OHIWCT and to administer the operations of the OHIWCT on an on-going
basis. OHIWCT began self-insurance operations on January 1, 1998 with 16 Founding
Members; 3 Charter Members joined subsequent to January 1, 1998.

CMS considered several rating scenarios for OHIWCT and selected one in which fund
year 2003 rates for OHIWCT members would be equal to 111% of the current 2002 rates.
Members that renew effective January 1., 2003 will continue to receive a 1% rate
reduction. Also, members that post financial security will continue to receive a 1% rate
reduction. There will be the continued application of a 2% Founding Members discount
and a 1% Charter Members discount. OHIWCT debits/credits of up to 15% may be
applied to both existing and new accounts. Except for Founding and Charter Members
whose original debits may exceed 15% and which may or may not be retained at their
original levels, increased or decreased as may be determined from an underwriting
perspective, CMS determined that these rates are achieved by the following two-step

process.

1. The New York Compensation Insurance Rating Board (NYCIRB) rates
effective October 1, 1999 are reduced by 32%

2. The rates from 1. are multiplied by 114% (and produce proposed rates
approximately 22% below NYCIRB rates effective October 1, 1999)

Given the relative short history of the program. while new experience modifications shall
be calculated reflecting each member’s loss history, it is our understanding OHIWCT
intends to utilize debit/credit caps to achieve either an aggregate revenue-neutral outcome
or a revenue-enhancing outcome arising from the new experience modifiers.

Milliman USA was retained by CMS on behalf of OHIWCT to analyze the adequacy of
the rates OHIWCT has proposed to charge during 2003. This report discusses our

findings.
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Conclusions

Based on our work, we estimate OHIWCT’s expected loss and allocated loss adjustment
expense (ALAE) ratio for fund year 2003 will be 33% based on rates that are
approximately 22% below the October 1, 1999 NYCIRB rates. Based on an expected
expense ratio of 59%, our analysis finds that OHIWCT’s proposed rate structure would
generate sufficient premium to fund the benefits to injured workers. all administrative
expenses and return an underwriting profit to OHIWCT of 8%.

Assuming a total premium of $700,000 and a per occurrence retention of $350.000. we

estimate that at a 76% confidence level, the sixth fund year will not produce an
underwriting loss. A 0% underwriting loss (i.e., combined ratio equal to 100%) equates
to a 41% loss and ALAE ratio. This should be interpreted to mean that. based on rates
that are 22% below the NYCIRB rates effective October 1, 1999, it can be expected that
the loss and ALAE ratio will be 41% or less 76% of the time. Conversely, there is a 24%
chance that actual results will exceed a 41% loss and ALAE ratio.

{ an increase in the total premium collected

would have on the confidence level associated with a 0% underwriting loss (combined
ratio = 100%) and a $350,000 per occurrence retention. (We note that a $400,000
retention per occurrence applies to less than 1% of the total payroll.)

The table below illustrates the impact tha

Confidence Level of a 100% Combined Ratio or Less

Premium
Retention $600,000 $700.000 $800.000
$350,000 75% 76% 79% -

Data
Our analysis is based on the following data:

(1) Premium and loss data for policy years 1994 through 1996 for each of the 27
initial prospective members was provided. Loss data as of the most recently
available evaluation was provided. The evaluation dates, however, differ
among the companies and are between March 1996 and Octobcr 1997. '

(2) Audited payroll for policy years 1994-1996 and 1998-2001 by employer and
by classification code and initial estimates of total 2001 payroll underlying
OHIWCT’s 2002 premium calculations for current members.
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(3) NYCIRB rates effective October 1, 1999 and rate change assumptions
provided by CMS.

(4) Incurred loss development factors for New York from the 2002 edition of the
NCCI Annual Statistical Bulletin and the NYCIRB rate filing effective

Qctober 1, 2002.

(5) Average annual trend in New York wages from the 2001 edition of the United
States Statistical Abstract and from the October 1, 2002 NYCIRB rate filing.

Items (1) and (2) were provided to us by CMS.

Apprdach

The scope of our work was to estimate, from an actuarial standpoint, whether or not the
premium revenue generated by rates that are 22% below the October 1, 1999 NYCIRB
rates will be adequate to fund the expected loss costs and administrative costs for
OHIWCT’s 2003 fund year. In addition, the premium should be large enough to provide

some margin for a contingency reserve.
Using loss & ALAE and payroll data from policy years 1994 through 1996 for each of the
prospective members prior to the OHIWCT’s formation and similar data from fund years

1998-2002 for the OHIWCT members. we estimated the loss and ALAE ratio for fund
year 2003. The following adjustments were made to the historical data in order to

estimate the fund year 2003 loss and ALAE ratio:
1. Incurred loss and ALAE amounts were developed to an ultimate basis.
2. Ultimate loss and ALAE amounts were trended to 2003 cost levels.

3. Premiums at the proposed OHIWCT rates were trended to 2003 wage levels.

Our estimate of fund year 2003 ultimate loss and ALAE costs as a percent of our estimate
of fund year 2003 premium is 33%, i.e., a 33% loss and ALAE ratio.
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Explanation of Exhibits

Exhibit 1

This exhibit summarizes our estimate of the 33% loss and ALAE ratio.

Column (2) shows the premium level that would have been generated for each of policy
years 1994 through 1996 and 1998 through 2002 if the proposed rates (22% below the

October 1, 1999 NYCIRB rates) were used.

Columns (3), (4) and (S) further adjust the premiums'in column (2) by modifving the
o expected wage levels prevalent during 2003. We selected an

underlying payrolls t
average annual wage trend factor of 3.0% based on our review of data contained in the
United States Statistical Abstract for the state of New York and from the NYCIRB's

October 1, 2002 rate filing.
Column (6) is the case incurred loss and ALAE data.

Column (7) is an estimate of the ultimate incurred loss and ALAE costs. It includes both
the known case incurred loss and ALAE data from column (6) and an estimate of the

incurred but not reported (IBNR) losses.

Columns (8) and (9) modify the ultimate incurred loss and ALAE amounts in column (7)
by adjusting them to the level of loss costs anticipated during fund year 2003. The
average annual loss trend factor of 5.0% is based on our estimate of recent workers’

compensation trend indications.

Column (10) is an estimate of the loss and ALAE ratio for policy years 1994 - 2002 at the
proposed rates, projected 2003 wage levels and projected 2003 loss cost levels.

Column (11) shows the selected weights given to each policy year used in determining
the selected loss and ALAE ratio for fund year 2003. It is appropriate to give greater
weight to more recent data since it better reflects currcnt conditions. The “TOTAL" row

shows the weighted average of loss and ALAE ratios in column (10).

Column (12) shows the weighted average loss and ALAE ratio from column (11),
adjusted to reflect an average member discount of approximately 3% for Founding or
Charter Membership, rate renewal and posting financial security.
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Exhibit 2

This exhibit provides the calculations that underlie column (2) from Exhibit 1.

Columns (1) — (13) show the actual audited payroll figures by classification for all
OHIWCT members. The data in these columns were recorded here from exhibits
prepared by CMS for each OHIWCT member. The payroll from those exhibits sum to

the totals as shown.

Columns (12) — (16) represent adjusted payroll amounts. The payroll amounts shown in
columns (14) — (16) have been adjusted to set the total payroll by class equal to the
aggregate payroll. The adjustment for each year was less than 1%. This adjustment was

not necessary for 1999-2002.

Column (17) shows OHIWCT’s proposed rates for fund year 2003. which are equal to
approximately 78% of the NYCIRB rates effective October 1. 1999.

Columns (18) — (25) show the products of the adjusted payrolls by classification in
columns (6) — (16) and the proposed rates in column (17). These products represent
historical premium amounts adjusted to the proposed 2003 rate level. The total amounts
in these columns are also shown in column (2) of Exhibit 1.

Exhibit 3
This exhibit provides the calculations that underlie the estimated ultimate losses shown in
column (7) of Exhibit 1.

Column (1) shows the name of the current or prospective OHIWCT member.
Columns (2) and (3) show the policy year and policy effective date. respectively.

Column (4) shows the manual premium for each current or prospective OHIWCT
member.

Column (5) shows the experience modification factor for each current or prospective
OHIWCT member.

Column (6) shows the standard premium for each current or prospective OHIWCT
member and is calculated as the product of columns (4) and (5).

Columns (7), (8) and (9) show the paid loss and ALAE, case outstanding loss and ALAE
and incurred loss and ALAE amounts. respectively.

Column (10) shows the valuation date of the loss data shown in columns (7). (8) and (9).
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Column (11) shows the age of the policy in months as measured by the difference
between the valuation date of the data in column (10) and the policy effective date in

column (3).

Column (12) shows the loss development factor used to estimate the IBNR losses. While
these factors may not be appropriate on a policy-by-policy basis, they are appropriate to
estimate the IBNR losses in aggregate. This is because the data underlying the loss
development factors are based on a mix of both closed, open and reopened workers
compensation claims in New York. The description of Exhibit 4 discusses these loss

development factors in greater detail.

Column (13) represents the portion of the total ultimate losses that have been reported as
of the valuation date and are calculated as the reciprocal of the loss development factors
in column (12). The percent reported which appears on the subtotal line is calculated as
the average of the values above it, weighted by the standard premium amounts in column
(6). The reciprocal of the subtotal percent reported is shown as the subtotal loss

development factor in column (12).

Column (14) shows the ultimate loss and ALAE amount and is calculated by dividing the
known incurred loss and ALAE amount in column (9) by the percent reported in column
(13). This amount is also shown in column (9) on Exhibit 1.

Column (15) shows the ultimate loss and ALAE ratio and is calculated by dividing the
ultimate loss and ALAE in column (14) by the standard premium in column (6).

Exhibit 4

This exhibit shows the source of the loss development factors used on Exhibit 3.

The incurred loss and ALAE development pattem used in this analysis 1s based on a
review of statewide (New York only) industry loss development as reported in the 2002
edition of the NCCI's Annual Statistical Bulletin and the NYCIRB rate filing effective -
October 1, 2002. (The NCCI obtains this information from the NYCIRB.) The industry
data excludes ALAE data, but the omission of this data should have only a minor effect
on the incurred loss development pattem. We developed a combined indemnity and
medical development pattern using separate reporting pattems weighted 66.7%
(indemnity) and 33.3% (medical).

Sheet 1 of this exhibit shows the percent change in the valuation of incurred medical
losses from one calendar year to the next. For example. accident year 1994 incurred
medical losses valued as of December 31, 1995 (24 months) are 21.7% larger than
accident year 1994 incurred medical losses valued as of December 31, 1994 (12 months).
The loss development factor is, therefore, expressed as 1.217. By looking at the loss
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development factors within a column, one can see several historical loss development
factors that represent similar aging of the claims as they mature. Sheet 2 shows the

development pattern for indemnity losses.

In each column, there are five historical factors shown. The two-year average factor and
the five-year average factor are also shown. For both medical and indemnity, we selected
the average of the latest five years. The cumulative products of the selected factors
beginning with the tail factor at 96 months become the selected loss development factors

to an ultimate loss level.

On Sheet 3 of Exhibit 4, we calculate the weighted average of the two development
patterns to determine a development pattern for medical and indemnity loss combined.
These loss development factors are interpolated to account for the various ages in months
of the reported incurred losses and are used in column (12) on Exhibit 3.

Exhibit 5

This exhibit shows the proposed OHIWCT rates for 2003 for prospective and current

members.

Column (1) shows the various employee classification codes for OHIWCT members.

Column (2) shows the NYCIRB workers compensation rate per $100 of payroll effective
October 1, 1999 for each of the classes in column (1).

Column (3) shows the proposed OHIWCT rate per $100 of payroll for prospective
members. This is calculated as 68% of (i.e.. 32% below) the NYCIRB rates shown in

column (2), multiplied by 1.14.

Column (4) shows the proposed OHIWCT rate per $100 of payroll for current members
that renew effective January 1, 2003. This is based on the proposed OHIWCT rates
shown in column (3) and an additional 1% renewal rate credit.
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Potential Areas of Uncertainty in Our Analysis

There are several assumptions underlying our work which have a potential to either
overestimate or underestimate the fund year 2003 loss and ALAE ratio. The following
two assumptions have a potential to overestimate the loss and ALAE ratio.

1. Incurred Loss Development Factor from 96 Months

Exhibit 4 shows the industry loss experience in the development of incurred
losses from 96 months to their ultimate reported values. Over the most recently
available nine years, this factor has ranged from 1.052 to 1.180 for indemnity and
from 1.091 to 1.251 for medical. When insurers report loss data to the NYCIRB,
they are permitted to report losses on a discounted basis to reflect the time value
of money for lifetime annuity claims such as permanent total cases or fatal cases
involving weekly benefits to widows and children. As these cases move from the
reserve status to the payment status, the amount of discount that underlies the case
reserves is unwound, which creates artificially higher loss development factors.

The impact of this overstatement is expected to be minimal, however, since
permanent total claims represent a small portion (approximately 3% in New York)
of the total ultimate losses. Further, many insurers report the undiscounted case
reserve, rather than the discounted value, amounts on these claims.

2. Incurred Loss Development Factors in General

As stated above, the selected incurred loss development factors are based on
NYCIRB data. Since the loss data underlying these development factors are prior
to the limiting effect of excess of loss reinsurance. it includes the development of
losses above OHIWCT’s expected per occurrence retention of $350,000. Loss
development factors from incurred loss data which had individual claim amounts
capped at $350,000 per occurrence would be lower, albeit by a relatively small

amount, than those used in this analysis.

The following three assumptions have potential to either overestimate or underestimate
the loss and ALAE ratio.

1. Incurred Loss and ALAE Development Pattern
The selected incurred loss and ALAE development pattern is based on statewide

New York data representing a broad spectrum of employment activity. This
pattern may or may not be representative of the expected incurred loss and ALAE

development of the OHIWCT.
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2. Annual Wage Trend

The annual wage trend of 3.0% is based on changes in the aggregate level of
statewide New York wages. This annual wage trend may or may not be
representative of the expected annual wage trend of the OHIWCT.

3. Annual Loss Cost Trend

The annual loss cost trend of 5.0% is based on our estimate of the annual trend in
workers compensation costs given the recent positive effects of managed care
efforts and return to work guidelines that are commonplace on the medical side.
This annual loss cost trend may or may not be representative of the expected

annual loss cost trend of the OHIWCT.

Confidence Level

The confidence level we attach to these results, based on a total premium of $700.000 and
a per occurrence retention of $350,000. is 76%. As stated earlier. this suggests that while
our expected loss and ALAE ratio is 33%. the actual loss and ALAE ratio should be 41%
or less (i.e. no underwriting loss) approximately 76% of the time. The confidence level
may change if either the total premium or the retention change. as shown earlier in the

table in the “Conclusions” section.

We relied on a Monte Carlo simulation technique to model the distribution of the
aggregate expected losses. A more technical description of the assumptions and

mathematics underlying this technique can be provided. if desired.

Limitations

We based our results on generally accepted actuarial procedures and rcasonable
judgments. Our results reflect assumptions regarding loss development, loss trend and
wage trend. However, projections of expected loss ratios are inherently unccrtain and
actual results are likely to vary. perhaps materially. from our estimates. This is
particularly true for small insurance programs where actual results tend to vary

considerably from year to year.

We based our analysis on data provided to us by CMS. We did not audit that data or
otherwise verify its accuracy or completeness. As is often the case in the initial
development of such a project as OHIWCT with information sought from a widc variety
of different insurance carriers and other sources. we did note some occasional missing
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evaluation dates in the data provided to us and, we believe, we have addressed this
appropriately. We believe this missing information has an immaterial impact on our
results. Overall, the data provided to us by CMS was both very recent and of high
quality. Should the data and other information be found to be inaccurate or incomplete,
the results of our work may be, likewise, inaccurate or incomplete.

The current and future financial position of the OHIWCT is the responsibility of
OHIWCT and not Milliman USA.

Distribution and Use

This report is intended for the internal use of the OHIWCT, CMS, the accounting firm of
Fuller & La Fiura, the law firm of Matte & Nenninger, the New York State Workers’
Compensation Board and the New York State Insurance Department. No other
distribution or use is authorized without prior written consent of Milliman USA. In the
event that distribution of the report is authorized, it may be copied only in its entirety and
any party receiving this report must be informed that we are available to answer questions

and provide clarification.

K:\Q10ohi\correspondence\2002 10 30 ohi report.doc
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Exhibit 1
Sheet 1

OHI1 Workers' Compensation Trust
Loss Ratio Projection for Fund Year 2003

1.
4
[t)) ) 3) ) ) i
Premium
Annual ' at Proposed :
Premium Wage Trend Rates and |
Policy a1 Proposed Trend Period 2003 Wage |
Year Rates Factor in Years Levet
1994 S417.622 1.030 9 $544,901
1995 135613 1.030 g 551,821
1996 431.842 1.030 7 531,111
1997 NA 1.030 6 NA
1998 206,358 1.030 s 239.458°
© 1999 294,984 1.030 4 332,007,
2000 310,369 1.030 3 339,148
2001 £63.20% 1.030 2 597,508
. 2002 694,150 1.030 1 714974
- TOTAL $3.354,345 $3,850,929
| ® ©) m ) ®
i Uhimate
: Incurred '
H Case Ultimate Annuai Loss &
Incurred Incurred Loss ALAE at ,
. Policy Loss & Loss & Trend 2003 Cost _
i Year ALAE _ ALAE  _Factor Level
1994 $63.904 $91.155 1.050 $141.411
1995 134.972 235.112 1.050 347.367
1996 73.062 211.431 1.050 267,505
1997 NA NA 1.050 NA
1998 63,159 63.159 1050 80,609
1999 79462 79.462 1.050 96,587
2000 119.624 109.624 1.050 126,904
2001 94632 132,726 1.050 146,330
2002 63.161 185,771 1.050 195.059
TOTAL $691977 $1.108.440 $1.431.772
i (10) an ]
Loss &
; ALAE Selected
Ratio at Loss &
Policy 2003 ALAE
Year Level Weights Ratio
1994 26% 0000
1995 63% 0 000
1996 56% (.00
1997 NA NA
1998 34% 0200
1999 2% 0 200
2000 371% 0200
2004 24% 0200
2002 271% 0.200
TOTAL 3% 30% 33%

Filename: K:\0100hi2002 10VAnalysis\OHI02.123 Range: F:A1..F:139 Date: 10/24/102 Time: 11:58
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Exhibit |
Shext 2

OHI Workers' Compensation Trust
Loss Ratio Projection for Fund Year 2003

From Exhibit 2

Selected by Milliman USA

Number of years to Fund Year 2003

=@2)x[{(H*H] :
1994-1996 are from Exhibit 3, Sheets 1 through 3. Colurm (7). 19982002
are from Exhibit 1. Sheet 3.

1994-1996 are from Exhibit 3. Sheets 1 through 3, Colurm (12). 1998-2002
are from Exhibit I, Sheet 3.

Selected by Milliman USA

=(M=*[@)"W)]

=9/ (%)

Selected by Milliman USA

Weighted average from column (11) adjusted to indude an additional 3%
to account for members’ average discount.

Range: F:A1..F:139
MILLIMAN USA

Date: 10/24/102

Time: 11:56
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) Exhibit 1
Sheet 3
OHI Workers' Compensation Trust
Estimated Ultimate Losses
) 1998 1999 2000 2001 12002
d ati .
1A) Indemnity 0.24 0.24 0.24 . 0.24 0.24
1B) Medical 012 012 0.12 0.12 0.12
0.36 0.36 0.36 0.36 0.36

10) Total ELR
224,158 231,245 266,944 442419 615.000

2) Eammed Premium
vel ent Fac .
3A) Indemnity ’ 1.2247 1.3410 1.5697 2.1088 4.0613
3B) Medical 1.1768 1.2219 1.3077 1.4822 2.3211
ted 1B

4A) Indemnity = 1A *(2) *(1-(1/(3A)) 9,872 14,111 23,252 55,830 111,257
4B) Medical = 1B *(2) *(1-(1/(3B)) 4,042 5,040 1537 12,273 42,005
4C) Total 13,914 19,152 30,790 73,103 153,262
5) Case Incurred Loss & ALAE as of 9/30/02 63,159 79.462 119,624 94,632 63,161
6) Indicated Ultimate Loss & ALAE

=(4C) +(5) 77,073 98,614 150,414 167,735 216,423
)] Selected Ultimate Loss & ALAE 63.159 79,462 109,624 132,726 185.771
8) Ultimate Loss & ALAE Ratio .

=(N1 D) 28% 34% 41% 30% 30%

Notes

(1) Selected judgmentally

(2) Provided by Cody Management

(3) Based on Exhibit 4, interpolated to the appropriate maturity

(4) IBNR loss & ALAE is estimated based on the Bornhuetter-Ferguson method
(5) Based on claim list provided by Cody Management

(7)  Selected judgmentally based on line {6)

Filename: K:\0100hi\2002 10\Analysis\OHI02.123 Range: F:A1..F:139 Date: 10/24/102 Time: 11:56
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Exhibu 2
Oll Workers' Compensalion Trust
Estimate of | listorical Promium at Proposed Rates
m ) 31} 4 1% 16) 1" (%) 9 (1Lu] (un un 3 (14 9 16) 1"nn
Class Actual Paxioll . . Adjustd Payroll Proposcd
Code a2 w0l 260 1w 1998 1wy 1996 1998 1994 L 1 0 BC N U S T 1996 1998 © 19 OHIWCT Raie
N SISKIe SISk $43.40 ¢ SIl NA U 50 ¢ SIS SIswdll $4),400 H ] $¢ NA $¢ $0 $0 st
n» 39,50 219,352 21,549 [} U NA 32182 §5.244 45,9800 9.5 119,382 23549 [} U NA 32,004 34,564 47,152 a1
X183 [RITAALY 226518 63X L] 0 NA LU} $7.64% 2400 IRTTENLTY 216,818 /3,000 1} U NA 67973 37,043 34591 L1}
5193 1,370,569 2177468 130401 1 596048 3114458 NA 1935692 2132047 1380302 1LST0X69 2072468 1I04701 1 36048 1,114,455 NA 1,929,129 2,113,134 1,397,503 sy
5213 U ] 1] n T NA ] U 4] i b 0 1] U NA ¢ 0 ¢ 1%
5648 0 0 ] n 158 NA 11.800 w? 1,54 ] 1] n 1] 153 NA 11,742 1] 12,8 11.54
719 1,226,292 108480 118.510 33,603 N NA 32,30 3.2 30 1,226,292 1O 4811 118,810 $3.643 0 NA 32,895 30986 31998 4
7998 144,564 25100 21,900 2,00 100 NA 0 1] [} 134,560 25,10 21.900 21,0 2800  NA 0 0 v p¥:)
3006 3693681 2041 256,014 171,359 35431 NA 034 15,134 7,252 369,361 218,241 256,804 170,359 35431 NA a7 T779.738 TRO.NEE 226
33} 141.%1%1 1 4us D ] 11 NA siLao 43,850 325 141,510 IR YE] ] [ U NA 31,087 LLRIE) I N6 T
3380 2442958 1992602 1629577 L4ddlY 1072654 NA 288,314 1. 8)92)% | 96295 2442958 192602 1629577 | 40419 [ U72.654 NA 2075028 | 826,598 2, 01%]18) 47
3% 1,414,408 732,306 621,60 M50 494558 NA 15785 822 466 THL6H 1413468 2306 621,600 T3S0 494,358 NA 374,450 $163)) 749,270 3.8
38| 127,948 70,5719 24420 6471 15761 NA 70,13 T1rde 117.4%6 127,948 70,579 244210 sh Al 15,761 NA 69,757 7,133 120,481 248
391 X5 744 276,34) sur i 2.4 250,569 NA 1161586 1. 134A3T 1,064,602 551,744 216,343 507.17% mar 258,569  NA 1,155,856 1,126,839 1091742 402
742 Swa 44 EALATA] 166450 mam 49.342  NA 134454 1,99 IMLIH LR ) 359,565 166,450 1.1 69,342 NA 332804 251,978 394,193 03s
3781 L] [} v n U NA 4400 41,702 21.51% [ 0 0 0 0 NA 44,669 448 2231 631
[t7] 2,193,002 KO9SR LIVAN2L [63.5R V19 NA LIZLOI 137839 1340369 2193092 1395631 1394821 16D SKN NI1978  NA 1168284 1368917 | J8).7IN 138
3310 2,692,178 1979588 1| 47932 1.226.5%) 938051 NA 2IHL6IS 2147657 1 921,292 2492178 1979588 1.247932 122659 95051 NA 2000872 2033884 21121 546 030
9519 [ I} [} n I NA ] [+ [} U] n 1 ] 0 NA 0 L] 0 298
1536 1,118,439 $76,34) H1.656 1 I NA 1} [ L] 1,045.4%9 576.34) 61,656 [} 0 NA [ [+ U 654
a2n 16,50 N 4620 ] I NA ] n 0 16,51%1 n 46,216 0 0 NA ] 1] 0 (IR}
6217 SI2.900  $19.4%9 1] 1] U NA 1] v 0 17.500 19.4%0 0 1] 0 NA 0 [} 0 6%
0006 22,000 15,760 1] N U NA 0 0 0 22,00 18,7641 ] 0 U NA 0 [} 0 $ 37
8017 131,000 99,138 n 1] 11 NA ] (] n 1310001 94,135 [ 4] U NA 0 o [ 16%
8043 44400 4N n » I NA [ [ ] LERT] 3149 1] ] 0 NA 1] ] 0 147
%0719 12.1% 61 460 » [} N NA D 1] » 132,750 h3 460 ] L] D NA n U [ 231
2192 11084 n » ] » NA [ n » RRINEY 0 [} [ 0 NA 0 [} ] s
st 11512 0 [ [ 0 NA » v [ 13272 0 o 0 0 NA » 0 1] 421
Total  SI6AKSA9L BI2.420373 STIVLARK S XAV KA SLWM ST NA  SID229.098 SN 26K 408 $1DA2K601  SI6 4R U] S12A213T3 $2.251,468 SHNRO2K6 SLVUKTST  NA  S10,622.3WI S10.694.457 $11,694.438
1M (19 (20 121) 122) k)] 1249) 125} (26)

Class Premium at Proposcd Ratcs
Cudk pILY] b0 ) 19w 1998 w7 1996 1993 194
3124 $11.714 SIS $3.212 ¢ S0 NA $u $¢ Su
N 2.03% 13,328 1.123 L] U NA 1.527 2617 .24
L83 o6 799 %214 4148 ] U NA 4473 snr 3566
£193 138,389 218,382 129138 157,849 110,22 NA 190,791 $208 9%¢0 187,661
213 1] n 0 1] 0 NA 0 1] 1
645 1] n n [} 18 NA 1,388 [11¥] 1397
1219 [IRRENY 15,012 9,990 4.51¢ 0 NA 2148 2612 2,697

, 998 0N Sl ETH] m 44 NA 0 0 0

; 8006 LA 20K RLT) 154 Ul NA 15,067 17622 17381

i a2 1020 1.2 [} J} U NA 3638 J.484 2,265

: 3350 118063 1582 76.75) [3A 22} U522 NA 91,734 86,033 98082

, 8353 FERIN 643 3449 LTS 27448 NA 44,532 45113 41,588
8381 i 1.7 SN 1.618 35} NA 1,696 1.7 292
91 M n.ine 20,389 In X7 11,394 NA 46,463 45,299 41,550
325 19 L.9m L1H] 1,528 381 NA 1831 1,381 2,168
% U] » 1} [} 0 NA 2319 2613 1.412
8309 1619 6.638 4082 m 3122 NA 407 411 4,536
as|0 o2 5939 1744 1600 2808 NA 6,092 LALL 6168
94819 1] 0 [ 0 0 NA 0 0 »
L83 6% 378 37.09) 4 0 0 NA 0 [} L]
a2n . 1,937 » 5424 ] U NA ] 1] ]
8217 1.214 1.321 v ¢ ¢ NA 0 b 0
0006 1.22% 1148 [} ] U NA [ » ]
3017 . 1 1648 7] [} 0 NA [} 1} n
3043 a3 w? [ [} 0 NA 0 N 1]
9079 14? 1466 1] 0 0 NA 0 n [
8292 Ln [} [} o 0 NA [} 4] [}
LITH m 1] » 0 0 NA ] 1] 1]
Towal $H%. 150  $561,209  SIIUIAY  SIHURE 206538 NA 41892 S4IS613 HIT62

{11+ 113) Pronidud by CMS

114) - 1161 Adjuswd for mncomphw data

(17) Rate pet $110 payofl. based on NYCIRB raics ¢ffuctive |0/1A% —~ roduced by 32%. then incraasod by 3%
1K)+ 128) = paytedl |from columns 19) through | 181] - {17)7 100
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Sep-94
Jul94
Ma 94
Jun-94
Sepi-94
Ang-9
Jan-94
Jm-'™
S
Mm-94
Sep-9d
Ma-94
Muas 94
Man-94
Anp-U1
Nasv'M
MU 4
Sep-24
Ap-'rt
Maug
Mottt
Jubut
Mas i
-t
Apr-l
Nay .14
e

-t Posided by CMS
Vi Ditorence in minths hetween cohnns (3) il (10)
112y hterpulozed Do Exhibin 4,

ayy -l

viap Sulimal (7 Sobintal (13)

v hoat gl

[B)]

Manual
Premian

28216
18,533
9,267
23810
6,265
6,777
31,182
11,842
2
31007
22,034
10,902
175012
27 8RS
10,310
10,752
27.851
22814
11La2v
15922
(14,0632
LTas
15,722
SS.e2
11748
1a.n?
S1.284

1y Total (6)

($)

Expelience
Mod Fali

0.79
0.84
100
086
0.88
0.85
0,79
0.85
.81
09s
1.35
.16
.81
087
(.83
[{R.11]
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(]
(1R 1]
u??
1.08
1400
1.10
08l
1 bt
oo
[VRE

OHY Workers' Campensation T'rust
Lass Exporience (ha

1)

Standa
reminen

$22.291
15,568
9,267
20477
5.513
5,760
24,634
10,072
24,398
19,457
9.6
12,640
1N, 722
24,260
R.540
.247
2308
18,017
11,849
AR )]
[ANEE]
1.7a8
17,294
A1L881
12,453
BRI
50,258

$6906,200
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ad Lims
& ALAE

St
241

"

In ¥
RIS

$50,790
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& ALAL

1
n

1]

¢

0

1]

»

0

0

0
m?
o
1514

$6.108

9

Incinied
lLoss
& ALAL

$0
0

0
529
100

544
253

(t
16914
0319
0

0
0

$63.904

(U]

Valualion
Date

0472497
10107197
10114197
10710497
10701197
1112096
06/28/97
10/14/7
10/01/97
10/10/97
04/29/97
10710197
10714797
(4730197
1010797
101157
121390
1074197
032004
10206
03119
10,1597
0315M4G
1o1M7
04422,97
070197
0177
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Agein
Munths
asof
Valualion
Dawe

40
37

45
43
3

43
37

22
45

(12)

Loss
Develpment
Faclol

1.529
1.7

1.824
1.304

1426
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Fxhibit 3

Shee1 2
OH1 Workers' Conipensation Trust
Liss Lixperience Data
U] 2) ) ) (5) to) ] 8) %] (1) {n ) (13) (14} (15)
Agein Reparted
Munihs Lams & Ullinine
Policy Omsianding Tncutied asnf Loss ALAL & Uliimaie Loss
tulicy Elfictive Manual Experience Siandaid Pad Limss Lims Loss Valuation  Valuatinn  Deselopment a Percen Loss & ALLAE
Insuied Year Date  Premivm  Nnd Faior "eminm & ALAL & ALAL & ALAL Daie Date Facuw  of Ullimae & ALAL Ratio
I 95 Sep-95 313053 098 $a23an 30l 0 S0 0429m7 1 2.008 49.8%
2 95 Jul9s 19031 0.47 17.0M [} ] 0 10/07M7
3l 95 Mar 95 10.643 1.00 10,413 0 0 0 10/1497
4 95 Jun-95 - 22816 0.94 21447 1716 4 L7166 1041097 28 1.405 02.3%
§ 95 Sep-95 9.703 0.87 8442 0 ] 0 100197
6 95 Ang-95 8.320 0.87 7.238 0 [} 0 11220m6
? 95 Jan95 348N 081 28.262 n 0 0 06/28/97
L] s s 11,700 0.87 10,180 8218 20.704 28922 10/14M7 28 1.60% 62.3%
9 95 Jan-95 2884 083 23982 1215 ] 1.235  [w1m7 RR) 1.482 67.5%
1 s Muw-95 31182 0.8 25257 0 [t} 0 101097
1] ns Sep-95 25730 1.06 27074 (3] 0 a3y 0 um? D) 2.008 4}.8%
12 5 Mii-hs K681 113 DR TR 18,203 7 24000 10/10M7 3 1.529 05.4%
R ] 5 M-8 170305 D.8Y 151,625 v 1] D352 10/4am7 k1] 1.529 65.4%
14 Vs Mads 472577 088 41868 4.2 §17 4,716 ny3INm7 25 1.G8Y% 512.2%
[ P Aug-ns 1n.7in nKs 188 n " ] nnm7n7
In s Nin.9§ 12610 D Rt 818 I " {a 1nsn?
17 s [SETRUM MRDH tnl AR RINT " " o 12030
1% us Sep-28 w277 DKl M n " ¢ a7
I ns EYURCA] [t 46~ 11K8 13 n n U 03U
n ns Mus o ogmi 77 RS R 11818 " 11508 1206 [} 2008 ELR 2
N ns Mand o s has LR AT da e 26781 031100 12 2624 M.%
a2 ns ful-ns [ ) ael 1.01% " n n 101597
21 s M,.)J)S )1.30% 1 19,108 " n 1 0¥Sa
M us San-nd it 183 [CREN b " 220 1o ? 3 1482
2 ns Ape1s 12 osn aNt s A " 2027 0422007 2 1.71y
i ns NS N 1 11,182 11y 2o 17350 pray 0 143
> us Deets an " nn nh iy D " 486 Y7 2 1.882
SEHOAL 3742462 RN 345,800 $134972 1.142 £7.4% 3235112 3LT%

[RLUTITHIRY
oo Manadal iy CMS
e Dulerence memomihs et een codimms (3l (1)
V2 Iergnedated S 1 xbnban 4
(LR B R
e Sulnend 9y Subhoiab 113
s bl Taal ()
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Exhibit 3 -
Sheet 3 G
O111 Workers' Compensation Trust AN
l.0ss Expetience Dua :
(h Q) (3} “) ) 6) [©] %) 9 (10) {an 12) 3) {14 as) ’,
Age in Reported !
Months Los & Ultimate EPU
Policy Ouuianding Incurred as of Loss ALAE as Ultimaae Loss . i
Policy Effective  Manual  Experience Standard  Paid Luss Loss Loss  Valuati Valuati Develop aPercens Loss & ALAE -
Insured Year Dsie  Premim  Mod Facior Premium & ALAE & ALAE & ALAE Due Date Factor  of Ullimate & ALAE Ratio .J'.
1,
1 96 Sep-96 27,262 094 $25626 0 0 $0  04/24/97 R
2 96 Jul-96 18,615 0.85 15,823 0 0 0 10/07/97 '.’".‘ |
3 96  Mar-96 9367 1.00 9.367 0 0 0 101497 S
4 96 Jun-96 18916 0.82 15,511 2,622 77 2,699  10/10/97 16 2233 44.83% '
5 96 Sep-96 6.598 0.88 5.806 74 0 4 10/01/97 13 2514 39.8%
[ 96  Aug-96 6.913 0.8?7 6,014 0 0 0 111896 .
1 96 Jan-96 27428 0.27 21,120 0 0 0 06/28/97 s
3 96 Jun-96 11,202 0.84 9410 [(] 0 0 10/14/97 .
9 96 Jan-96 19,141 0.81 15,504 146 0 146 10/01197 21 1.882 53.1%
10 96 Mar-96  27.010 0.77 20,798 ¢ 0 0 101097
1] 96 Sep-96 21,181 1.18 24994 kY 418 450 0472997 ? 4.498 22.2%
12 96 Mar-96 9.303 0.83 1720 8,583 1,280 9,863 10/10/97 19 2.008 49.8%
n %6 Mar-96 140,961 0N 104311 1,217 0 1217 107114197 19 2.008 49.8%
14 2 Ma96  27.213 0.717 20,954 7,743 0 7,743 04/30/97 13 2514 39.8%
15 96 Aug-96 9,040 0.90 8.136 950 [H] 950  10/07/97 14 2412 41.5%
o 96 Nov-96 5,767 0.86 4,960 4] 0 0 10/15197
47 9% Ma:96 23400 0.88 20,592 150 M 481 12/039¢6 9 3.499 28.6%
18 96 Sep-96 23,844 0.79 18.837 4] 4] 0 101497
19 96 Aje-96 15,228 0.84 12,789 0 0 0 032096
2 % Mar-2%  27.N7 0.92 25,500 24,987 0 24987 10726/96 ? 4.498 22.2%
2 9 Mar-96 56,842 1.13 64.23| 1,618 1,710 1328 0¥1196 0 31487 3.2%
2 96 Jul-% 1.9 1.00 1,722 0 0 0 101597
23 96  May-9% 14473 0.98 14,184 0 0 0 10/15/97
N 96 Jan-96 49706 0.79 w5 4,299 9.608 13,907 0831197 9 2.008 49.8%
hA 96 Aprs96 15276 (.88 13.443 ¢ ¢ ¢ 0472297
26 96 N -96 6448 086 5.545 0 ¢ ¢ 0701M7
27 96 Dec-96 4291 0.4 M9 6,010 1,201 1217 091171197 9 3499 28.6%
SUBTOTAL ) $563. 91 $28,737 $14.328 $73.062 1.8% 34.6% 211,40 371.5%
TOTAL $2,002,653 $208.6)9 $66,299 $271,9 3531698 26.5% ! n
Y
1.

Footnotes
1 110) Provided by CMS
(1) DifTerence in montlis belwcen columas (3} and (10)
(12) Inlerpolated fiom Fxhibit 4,
3 = 1/412)
(14) = Subtolal (9) / Subtoial (13)
(1%) = Total (14)/ Toial (6)
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MILLIMAN USA




1983
1984
1985
1986
1987
1988
1989
1990
1991
1992

Loat

" Accident o
.. Year

1993 °

1994
1995
1996
1997
1998
1999
2000

2 year avg.
5 year avg.

Sclected **

Factor

to

Ultimate

Filename: K:O10OHN2002_1~TANALYS{$OMGIANKY s Range: C:A1L.CKI26

OHI Workers Compensation Trust

24:12 36:24
1.071
1258 1.054
1.343 1.075
1217 1.113
1.449 1.121
1.303 1.098
1.415 1.045
1.368 1.083
1.339 1.164
1.401
24:12 36:24
1370 1.124
1.365 1.102
1.365 1.102
1.932 1.415

Case Incurred Loss Development*

48:36

1.030
1.063
1.029
1.062
1.070
1.030
1.033
1.039
1.148

48:36

1.094
1.064

1.064

1.284

Medical

Evaluation Months

_ 60:48

1.013
1.023
0.995
1.041
1.019
1.020
1.030
1.032
1.063

60:48

1.048
1.033

1.033

1.267

72:60

1.008
1.016
1.019
1.019
1.018
1.050
1.011
1.032
1.048

72:60

1.040
1.032

1.032

1.168

84:72

1.021
0.989
1.013
1.017
1.016
1.035
1.006
1.013
1.002

84:72

1.008
1.014

1.014

1.132

96:84

1.016
1.002
1.013
1.009
1.003
1.052
1010
1.009
1.000

96:84

1.005
1.015

1.015

1.116

Statewide industry loss development data. Based on NYCIRB rate filing effective 10/1/02.

See discussion in text of this report.

ULT:96

1.091
1.231
1.129
1.187
1.143
1.251
1.163
112
1.175

ULT:96

1.148
1.171

1.100

1.100

Date: 107247102
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Accident
~ Year 2412 3623
1983
1984
1985
1986
1987
1988
1989
1990
1991 1.229
1992 1.597 1.265
1993 1.547 1.234
1994 1.441 1.306
1995 1.592 1.309
1996 1.482 1.237
1997 1.637 1.238
1998 1.685 1.233
1999 1.697 1.434
2000 1.794
24:12 36:24
2 vear avg. 1.746 1.334
35 year avg. 1.659 1.290
Selected ** 1.659 1.290
Factor to
Ultimate 3.196 1.927

OHI Workers Compensation Trust

Case Incurred Loss Development®

48:36

1.093
1.121
1.101
1157
1.167
1.140
1.096
L1l
1.207

48:36

=
-z

1.144

1.493

Indemnity

Evaluation Months

60:48

1.067
1.078
1.060
1.086
1.088
1.069
1.044
1.071
1.143

60:48

1.108
1.083

1.083

1.305

72:60

1.050
1.040
1.037
1.054
1.052
1.057
1.034
1.045
1.065

72:60

10535

1.051

1.051

1.205

84:72

oo
[ ]

[~ -]

1.015
1.024
1.050
1.038
1.023
1.024
1.038

84:72

1.031
1.035

1.033

1.147

. cenems

96:84

1.013
1.00t
1.021
1.024
1.021
1.053
1.017
1.021
1.019

96:84

1.020
1.026

1.026

F108

*  Spatewide industry loss development data. Based on NYCIRB rate filing eflective 10/1/02.

**  See discussion in text of this report.

Filename: K:\OlOOHI\."OO2_I~l\ANALYﬂ%‘L({Iﬂa.}hTﬁSA Range: C:AL.C:K126

ULT96

1.180
- 1:096
1.119
1.114
1.100
1.111
1.052
1.080
1.086

.96

1.083
1.086

1.080

1.080

Date: 101247102

lixhibit 4
Sheet 2

Time: 8:21



Period

12-10-ult.
24-10-ult.
36-to-ult.
48-10-ult.
60-to-ult.
72-10-ult.
84-10-ult.
96-to-ult.

* From Exhibit 4. Sheet 1

**  From Exhibit 4. Sheet 2

Filename: K.’\OIOOHI\ZOOZ_I~1\ANALYSL§}?IJ‘%’.A\¥;5{-{J SA Range: C:AL.C:K126

OHI Workers Compensation Trust
Case Incurred Loss Development
Medical and Indemnity Combined

Medicai *
LDF % Reported
1.932 51.8%
1.415 70.7%
1.284 77.9%
1.207 82.9%
1.168 85.6%
1.132 88.3%
1.116 89.6%
1.100 90.9%
Weight: 33.3%

Indemnity **

LDF
3.196
1.927
1.493
1.305
1.205
1.147
1.108
1.080

Weight:

% Reported
31.3%
51.9%
67.0%
76.6%
83.0%
87.2%
90.2%
92.6%

66.7%

Weighted Average
% Reported LDF
38.1% 2624
58.2% 1.719
70.6% 1.416
78.7% 1.271
83.9% 1.192
87.6% 1.142
90.0% 1.111
92.0% 1.087

Date: 10/24/102

Exhibit 4
Sheet 3

Time: 8:21



Exhibit 5
OHI Workers' Compensation Trust
2003 Fund Year Rate Page
(1) @ (3) @)
NYCIRB
Class Rates Eff. OHIWCT Proposed 2003 Fund Year Rates
__Code 1071799 New Members _.Renewal
3724 $9.55 $7.40 $7.29
3737 6.15 4.77 4.70
5183 8.49 6.58 6.48
5193 12.76 9.89 9.75
5213 22.04 . 17.09 16.83
5645 14.89 11.54 11.37
7219 10.87 8.43 8.30
7998 2.88 2.23 2.20
8006 2.92 2.26 2.23
8232 9.19 7.12 7.02
8350 6.08 4.71 4.64
8353 7.16 5.55 5.47
8381 3.13 2.43 2.39
8391 5.18 4.02 3.96
8742 0.71 0.55 0.54
8751 8.14 - 631 6.22
8809 0.45 0.35 0.34
8810 0.39 0.30 0.30
9519 3.85 2.98 2.94
5536 8.44 6.54 6.45
5221 15.14 11.74 11.56
6217 8.75 6.78 6.68
0006 7.18 557 . 5.48
8017 2.17 1.68 1.66
8043 1.89 1.47 1.44
9079 298 2.31 2.28
8292 7.71 5.98 5.89
8111 5.43 4.21 4.15

2) NYCIRB rates per $100 of payroll. from NYCIRB rate filing effective 10/1/99.

(3) Proposed OHIWCT rates per $100 of payroll for new members. Equal to column (2).
reduced by 32% then increased by 14%.

@) Proposed OHIWCT rates per $100 of payroll for members renewing 1/1/2003. Equal to -
column(2) reduced by 33% to reflect an additional 1% renewal rate credit,

then increased by 14%.
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