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Board of Trustees &

David L. Harvey, Ph.D.
Administrator

OHI Workers™ Compensation Trust
357 Bay Road, Suite 4
Queensbury, NY 12804

Dear David and Board Members:

Milliman, Inc. has completed its review of the loss and allocated loss adjustiment expense
claim liability, including unpaid assessments, of the OHI Workers™ Compensation Trust as
of December 31, 2007. This report discusses our conclusions, the data used in our

analysis, the details of our analysis and the imitations on our results.

We appreciate the opportunity to be of continued assistance to the OH! Workers®
Compensation Trust. Please feel free to call us if you have any questions or comments.

Sincerely,

Dol A. fors

Derek A. Jones, FCAS
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Background and Scope

The OHI Workers™ Compensation Trust is comprised ol emplovers in the heat, petroleum,
gasoline, plumhing, auto (including auto dealers and repair shops). and home supply and
related industries. These businesses service both residential and commercial clientele.

In responsc to the increasing cost of workers compensation insurance, the OHI Workers’
Compensation Trust (OHIWCTY) was formed on Octoher 21, 1997. Through OMHIWCT,
the memhers self-insure their collective workers compensation costs. OHIWCT retained
the services of Cody Management Services, Inc. (CMS) to assist them in their efforts to
develop the OHIWCT and to administer the operations ol the OHIWCT on an ongoing
basis. OHIWCT hegan seli-insurance operations on January 1. 1998 with 16 Founding
Members; 3 Charter Members joined subsequent to January I, 1998. The Trust currently
has 108 members.

Milliman was retained by CMS on behall of OHIWCT to perform an independent analysis
of OHIWC'T s unpaid loss, allocated loss adjustiment expensc (ALAL), and assessments as
of December 31. 2007. Our analysis was performed based on data evaluated as ol
December 31. 2007 and other information provided through the date of this report. The
purpose of this report is to assist OHIWCT management in its financial reporting
responsibilities. This report summarizes our findings.

This report may be considered a prescribed statement of actuarial opinion under guidelines
promulgated by the American Academy of Actuaries. Derek Jones is a member of the
American Academy of Actuarics and meets the Qualifications Standards of the American
Academy of Actuaries to render the opinion contained herein.

Disclosures

Intended Measure

We produced an actuarial central estimate. as well as a range of reasonable claim estimates
delined by a low estimate and a high estimate. The actuarial central cstimate is not a
statistically defined estimate (such as mean, median, n™ percentile), hut is intended to he an
estimate that represents an cxpected value over the range ol reasonably possible
outcomes. Our low estimate is based on assumptions that we helieve to be optimistic hut
reasonable.  Our high estimate is based on assumptions that we believe to be pessimistic
but reasonable. We note that these are not intended to represent the lowest or highest
possible outcomes.
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Constraints

There have been no unusual constraints {(e.g., time, availability of data, access to stalf) on
our ability to perforn: this analysis.

Discouut for the Tine Value of Mouey

We evaluated the unpaid loss and AL AL, as well as the unpaid assessments, on both a
discounted and undiscounted basis with respect to the time value of money. OHIWCT
does not reduce reserves to rellect discounting.

Recoveries

The data underlying our review are nct of collected salvage and subrogation recoveries.
The resulting unpaid claim estimates are, therefore, implicitly net of luture salvage and
subrogation recoveries.

The data underlving our review are gross ol excess insurance recoveries. We have limited
the claim data to rellect OHIWCT s per occurrence retention under its excess insurance
program. The resulting unpaid claim estimates are, therefore, implicitly net of future
excess insurance recoveries.  OHIWCT's carried reserves reflect anticipated excess
insurance recoverics.

Metliodology

This review is an update to our year-end 2006 report dated April 25, 2007. At
OHIWCT®s request, Milliman and Claim Services, Inc. (CS1), the Trust’s third party claim
administrator, have miet quarterly to discuss the case reserves on open claims.  During
2007. CSI changed its case reserving philosophy and Milliman claim consultants belicve
OHIWCT"s case reserves are in line with industry standards. As a result, we used CSI's
claim reserves for this study and our current methodologv uses case incurred loss and
ALAE and statewide incurred foss development patterns as discussed in the Explanation
of Exhibits scction.

There have been no other material changes in procedures, methodology or significant
assumptions used to produce our estimates.

Loss Adjusturent Expeunses
The claim data underlying our analysis includes allocated loss adjustinent expenses

(ALAL), which typically rellects the cost of delense and claim adjusting costs that can be
allocated to individual claims.  Our analysis does not reflect a provision for unallocated
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loss adjustment expenses (ULAE), which rellect the costs ol third party claim
admmistration.

Conclusions
Estimated Unpaid Clain and Assessment Liabilities as of December 31, 2007

Table | summarizes our low, central and high estimates ol the unpaid elaim and
assessment liabilities as o1 December 31, 2007 on an undiscounted basis.

Table 1
Estimated Undisconuted Unpaid Claiin and Assessment Liabilities
as of Decenmber 31, 2007
Net of Excess Insurance

Low Central High
Loss and ALAE $2.519.225 $3.124.839 $3.887.739
Assessments 233,175 233,175 233,175
Total Unpaid $2.752,400 $3.358.014 $4.120914

Table 2 summarizes our low, central, and high estimates of the unpaid claim and
assessment liabihitics as ol December 31, 2007 on a discounted basis. The interest rate
(4%) used to discount the unpaid amounts to present value as of Deeember 31, 2007 was
provided by CMS. W express no opinion on the reasonableness of the interest rate.

Table 2
Estimnated Uupaid Claim and Assesswment Liabilities as of Deceinber 31, 2007
Net of Excess Iusurance
Discounted to Preseut Value at 4%

Low Central Higl
LLoss and AL AL $2.195,449 $2.723,953 $3.389.683
Assessments 224,578 224,578 224 578
Total Unpaid $2.420,027 $2.948.531 $3.614.261
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Data
Our analysis is based on the loltowing data:

(1) Premium and loss data for fund years 1998 through 2007 at historical
December 31 evaluations provided by CMS.

(2) Audited payroll for policy years 1998-2006 by employer and by classification
code and initial estimates ol total 2007 payroll underlying OHIWCT s 2007
premium calculations lor current members provided by CMS.

(3) New York Compensation Insurance Rating Board (NYCIRB) rates effective
October I, 1999 and rate changes provided by CMS.

(4) State o' New York Workers” Compensation 3oard (WCB) assessment
invoices provided by CMS.

(5) Incurred and paid loss development factors lor New York from the NYCIRB
2006 IFinancial Call Data.

(6) Assessment rates and average annual trends in New York wages, claim
frequencies and claim severities Irom the October 1, 2007 NYCIRB rate filing.

(7) LExcess loss and ALAL factors Irom the New York Retrospective Rating Plan
Manual eftective January 1, 2008,

Approach
The scope ol our work was 1o estimate the unpaid claim and assessment liabilities as of
December 31, 2007.  Total nnpaid loss and ALLAE was estimated by subtracting
cumulative paid losses and ALALZ at December 31, 2007 from the estimated ultimate loss
and ALAE amounts. In estimating OHIWCT’s ultimate loss and ALAE, we reviewed the
historical loss, ALAL, claim, and premium data as ol December 31, 2007 provided by

CMS. Unpaid assessments were estimated in a similar manner.

The methodology thal underties our estimates is discussed below.
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Explanation of Exhibits
Summary

This exhibit sununarizes the estimated wnpaid claim and assesswment liabilities as of
Decentber 31, 2007,

Fhis exhihit summarizes the unpaid labifities separately for loss and ALAL (from Exhibit
2, Sheet [) versus assessments (from Exhibit 3). The summary shows our cstimates on
hoth an undiscounted and discounted basis with respeet to the time value of money.

Exhibit 1

This exhibit summarizes the estimated unpaid loss and ALAL discounted 10 present value
as of Decewber 31, 2007.

We rellected the nimpact of the time value of money by discounting the estimated unpaid
loss and ALAEL to present value as of December 31, 2007 based on an interest rate of 4%.
Sheet [ shows the application of present value discount factors to the low. central, and
high cstimates of the undiscounted unpaid loss and ALAL.

Sheet 2 shows the estimated factors to discount unpaid loss and ALLAL amounts to
present value. The expected payment pattern that underlics these discount factors was
hased on statewide paid loss development patterns from the NYCIRB with an adjustment
to reflect the estimated impact of OHIWCT s excess insurance.

Exhibit 2

This exhibit sunmarizes owr range of estimates of ultimate loss and ALAE. the resulting
estimiated unpaid anounts as of 12/31/07, and nltimate loss and ALAE ratios.

Column (2) summarizes the loss and ALAE paid as of Decemher 31, 2007. This is
subtracted from the estimated ultimate loss and ALAE amounts in columns (3) — (5) to
produce our rangc of unpaid estimates in columns (6) = (8).

Columns (3) — (5) show our low, central, and high estimates of the ultimate loss and
ALAL.  The central estimate shown in column (4) is from Sheet 2 ol this exhibit.

Columns (3) and (5) are sclected judgmentally based on optimistic and pessimistic
assumptions that we believe to be rcasonahle.
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Columns (10) — (12) show the low, central, and high ¢stimates ol the ultimate loss and
ALAL ratio implied by our estimated ultimate loss and ALAE amounts in columns (3) —

(5).
Exhibit 3
This exhibit sunmmarizes our estimated unpaid assessnients as of 12/31/07.

To estimate OFNNWCT s unpaid loss-based assessment, we first estimate the assessment
base for future bills [rom the WCB. Based on the recent workers compensation reform
and discussions with the WCB, we used indemnity payments through March 31, 2008 as
the assessment base for purposes of calculating the unpaid loss-based assessment.  We
applied the assessment rates from the latest NYCIRB rate liling to the assessment hase
and subtracted the payments to date to produce the estimate of unpaid loss-based
assessment.

To estimate OHIWCT's unpaid security-based assessment, we applied the current
asscssment rate to the security deposit as of Deecember 31, 2007.

Exhibit 4
This exhibit provides the calculations that underlie colwmn (2) of Exhibit 5, Sheet 1.

Columns (2) — (10) show the actual audited payroll figures by classification lor all
OHIWCT members. The data in these columns were recorded Irom exhibits prepared by
CMS for cach OFHWCT member. The amounts Tor 2007, lor which the audit has not
been completed, are annualized estimates provided by CMS.

Column (11) shows OFHWCT’s current rates for fund ycar 2008.

Columns (12) — (21) show the products of the adjusted payrolls by classilication in
columns (1) — (10} and the current rates in column (11). ‘These products represent
historical premium amounts adjusted to the 2008 rate level.

Exhibit §

This exhibit shows the “Cape Cod” methodology used to produce indications of nltimate
loss and ALAE.

The Cape Cod method is a common actuarial approach that estimates unpaid or
unreported loss and ALAE based on an a priori expected loss estimate and the expected
percentage ol ultimate loss and ALAL that is currently unpaid or unreported. ‘This is a

RO V=L
WORKERS' ™Y 7+ v ATION

APR 30 708

Page 6

Milliman SELF INSURANCE OFFICE




generally accepted actuarial approach for estimating ultimate losses when loss experience
is immature or volume is low; both of these issues affect OHIWCT.  Additional details
ahout this method are available upon request.

On Sheet 1, the expected ultimate loss is based on the product ol carned premium and an
expected loss ratio. On Sheet 2, the expected ultimate loss is based on the product of an
estimate ol the ultimate number ol reported claims and an expected ultimate average claim
severity. .

Exhibit 6
This exhibit shows the source of the loss development factors used in Exhibits 2 and 5.

The incurred loss and ALAE development pattern used in this analysis is based on data
from the NYCIRB 2006 financial data call. The industry data excludes ALAE, but the
omission ol this data should have only a minor effect on the incurred loss development
pattern.

Sheet 2 ol this exhibit shows the percent change in the valuation of incurred medical losses
from one calendar year to the next. For example, accident year 2001 incurred medical
losses valued as of December 31, 2002 (24 months) are 39.4% larger than accident year
2001 incurred medical losses valued as of December 31, 2001 (12 months). The loss
development lactor is, therelore, expressed as 1.394. By looking at the loss development
factors within a column, one can sec several historical loss development lactors that
represent similar aging of the claims as they mature. Sheet 3 shows the development
pattern for indemnity losses.

In cach column, there are five historical Jactors shown. The two-year average lactor and
the five-year average factor are also shown. For both medical and indemmity, we selected
the average ol the latest five years. The cumulative products of the sclected factors
beginning with the tail factor at 120 months become the selected loss development factors
to an ultimate loss level. We adjusted the tail factor at 120 months to rellect OHIWCT's
self-insurcd retention.  Also, we adjusted the 12-to-ultimate factor to rellect the expected
impact of the recent workers compensation reform.

On Sheet | ol Exhibit 6, we calculate the weighted average of the two development
patterns, using weights of 65% for indemnity and 35% for medical, to determinc a
development pattern for medical and indemnity loss combined. These loss development
factors are used in Exhibit 4 for the calculation of the Cape Cod ultimate losses.
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Exhibit 7
This exhibit shows the OHIWCT rates for 2008 for prospective and current menibers.
Column (1) shows the various employee classification codes for OHIWCT members.

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

Column (3) shows the OINWCT rate per $100 of payroll for prospective members.
Column (4) shows the OHIWCT rate per $100 of pavroll for current members that rencw
elfective January 1, 2008. This is based on the proposed OHIWCT rates shown in column
(3) and an additional 1% rencwal rate credit.

Exhibit 8

This exhibit shows the estimared munber of nltimate claims for fund years 1998-2007.

Column (2) shows the number of claims reported for each fund year as of December 31,
2007.

Column (3) shows our estimate ol the development on reported claims from one
evaluation date to the next.

Column (4) shows our estimate of the ultimate development on reported claims based on
Column (3).

Column (5) represents the percentage of the estimated ultimate number of claims that have
been reported as of December 31, 2007.

Column (6) shows our c¢stimate ol the ultimate number ol reported claims for fund vears
1998-2007.

Exhibit 9

This exhibit provides « smmmary of the paid and incurred loss and ALAE throngh
December 31, 2007 both gross and net of excess insurance.
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Excess Insurance

OHIWCT has historically purchased excess of loss insuranee to protect itseif from
catastrophic claims. OFMIWCT*s per oceurrence retention has increased over time, as
shown in Table 3.

Table 3
Summary of Excess Insurance Program
Per Occeurrence
Fund Year Retention
1998 $200.000
1999 200,000
2000 200.000
2001 200,000
2002 250.000
2003 350.000
2004 350,000
2005 400,000
2006 400.000
2007 400.000

Our estimate of the unpaid loss and ALAL net of excess insurance assumes that all exeess
insurance is valid and collectible.  We have not anticipated any contingent liabilitics that
could arise if the excess insurers do not meet their obligations to OHIWCT as reflected in
the data and other information provided to us.

Potential Areas of Uncertainty in Qur Analysis

There are several assumptions underlying our work that have potential to cither
overestimate or underestimate the unpaid claim liabifities as of Deecember 31, 2007.

1. Incurred Loss Development Factor from 120 Months

IZxhibit 6 shows the industry loss experience in the development of incurred losses
from 120 months to their ultimate reported values. Over the most reeently
available five years, this factor has ranged from 1.179 to 1.216 for indemnity and
Irom 1.282 to 1.308 for medical. When insurers report loss data to the NYCIRB,
they are permitted to report losses on a discounted basis to refleet the time value
ol money for lifetime annuity claims such as permanent total cases or fatal cases
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involving weekly benefits to widows and children. As these cases move from the
reserve status to the payment status, the amount of discount that undcriies 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 totaf claims represent a small portion (approximately 6% in New Y ork)
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 sclected 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 foss insurance, it includes the development of
losses above OHIWCTs expected per occurrence retention of $400,000. Loss
development factors from incurred loss data which had individuat claim amounts
capped at $400,000 per occurrcnce would be lower, albeit by a relatively small
amount. We adjusted the industry taif for the $400,000 per occurrence limit.

Due to the relative lack of relevant historical experience for OHIWCT, we utilized
incurred loss and ALAE development patterns hased 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 AILAE development of the
OHIWCT.

3. Impact of 2007 Workers Compensation Legislative Reform

In producing our cstimates ol the unpaid claim and assessment liabifities, it was
necessary to reflect the impact of recent legislative reform of the New York
workers compensation system. The main components of this reform were:

a) A cap has been pfaced on the duration of payments made for permanent
partial claims occurring on or after March 13, 2007; this could decreasc the
Tuture losses lor OHIWCT.

b) The maximum weekly bencfit has been increased Trom $400 to $500 for
claims occurring on or alter July 1, 2007 and to $350 lor claims occurring on
or afier Juty 1, 2008. This will increase the future loss for OHIWCT.,

c) The second injury fund will no longer he available as a reimbursement
mechanism for claims that oecur on or after July I, 2007. This could increase
the OHIWCT payments.

We relied on the statewide average impact estimated by the NYCIRB in adjusting

historical loss estimates to the 2007 fund year level, but it is premature to estimate
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whether the reform’s impact on OHIWCT will be different from the NYCIRB's
estimates for New York State overall.

4. Annual Wage Trend

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

3. Annual Loss Trend

The annual loss trend is based on the NYCIRB rate filing, which is hased on
statewide data Jor all class codes comhined. This annual loss trend may or may not
be representative of the expected annual loss cost trend ol the OHIWCT.

Limitations

Data

In performing this analysis we have relied on data and other inlormation provided to us by
CMS. We have not audited or verified this data and other information. Such a review is
beyond the scope of our assignment. II'the underlying data or inlormation is inaccurate or
incomplete, the results of our analysis may likewise be inaccurate or incomplete.

We performed a limited review of the data used directly in our analysis lor reasonableness
and consistency and have not Tound material delects in the data. 11" there are material
defects in the data, it is possible that they would he uncovered by a detailed, systematic
review and comparison of the data to scarch Tor values that are questionahle or
relationships that are materially inconsistent. Such a review is heyond the scope ol our
assignment.

Uncertainty

The estimates contained in our report reflect our best professional judgment, based on our
actuarial analysis of the available data. Our resnlts rellect assumptions regarding loss
development, loss trend and wage trend. All unpaid claim estimates inherently contain
uncertainty. Actual future payments may difler materially, and in cither direction, Irom
our estimate. This is particularly true lor small insurance programs where actual results
tend to vary considerably from vear to ycar.

The causes of this inherent variahility are numerous, and can include changes in the legal.
social, or regulatory environment surrounding the claims process. Uncontrollable factors
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such as generaf economic conditions and random statistical variation also contribute to this
variability. Factors such as changes in claim reserving or settlement practices, can also
affeet our estimates.  Of course, uncontrollable factors such as general cconomic
conditions and random statistical variation can also inlluence future claim amounts.

Our findings are based, in part, on assumptions we made with respect to the appficability
of using industry data to estimate OFHHWCT's loss and ALAE claim liability. To the
extent that the risks laced by OHIWCT are different from those underlying the industry
sources we used, there is additional uncertainty.

Variability

The sensitivity ol key variables in the analysis was considered. Key variables include loss
development factor sefections, expected loss ratios and expected cliim severities. The
overall results are potentially sensitive to any of these items, and rcasonable afternative
selections could change the results either upward or downward.

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

Distribution and Use

This report is intended for the internal use of the OFIWCT, CMS, the accounting firm of
Fuller & La Fiura, the law firm of Mattc & Nenninger, and the WCB. No other
distribution or use is authorized without prior written consent of Milliman. In the event
that distribution ol 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. This report may not he filed with the SEC or other securities
regulatory bodies. Any reference to Milliman’s work in securitics filings, analyst meetings
and press releases will not be authorized.

Milliman docs not intend to benefit any third party recipient of its work product including
the auditor, and does not intend to create any legal duty Irom Milliman even if Milliman
conscnts to the relcase of its work product. In the event that any audit reveals any error
or inaccuracy in the data underlying this report, Milliman requests that the auditor notify
Milliman as soon as possible.
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Su mmary

OHI Workers' Compensation Trust
Estimated Unpaid Loss. ALAE and Assessments as of December 31, 2007

Undiscounted Discounted to Present Value at 4%

Low Central High Low Central High
n Estimated Unpaid Loss and ALAE 2.519.225 3.124.839 3.887.739 2.195,449 2,723,953 3.389.682
(2) Estimated Unpaid Assessments 233.175 233.175 233.175 224,578 224.578 224.578
(3) Estimated Total Unpaid = (1) + (2) 2.752.400 3,358,014 4,120914 2,420,027 2.948.531 3.614.201

(1) From Exhibit [, Sheet |
(2) From Exhibit 3

OHI reserves at 12-31-07.xls Summary 4/24/2008 3:26 PM




Exhibit |
Sheet )
OHI Workers' Compensation Trust
Estimated Unpaid Loss & ALAL - Discounted to Present Value as of 12/31/07
(h (2) (3) (4) (3) (6) (7 (8) )
=3~ (H =(3)>(6) =(3)~(8)
Factor to Estimated Unpaid Loss & ALLAE as 01'12/31/07
Discount to Low Central High
FFund Maturity as Present Value Discounted Discounted Discounted
Year ot 12/31/07 as of 12/31/07 Undiscounted at 4% Undiscounted at 4% Undiscounted at 4%
1998 120 0.902 4] 0 0 0 4] 0
1999 108 (.902 0 0 0 ¥} 9] Y]
2000 96 (1891 15,1358 13,502 3036 27.003 346.332 41.270
2001 84 (1.887 48.814 43311 97.629 80,622 133.022 118,026
2002 72 0.88(} 3.040 4,437 10.079 8.874 59030 31979
2003 6} 0.878 33.961 31.566 56,275 49,397 88777 77.027
2004 48 0.876 443,565 388.550 505.371 442,6) 579538 S07.658
2005 6 (1.871 505.938 440,533 613.380 534.089 745,617 649231
2006 24 0,869 542383 471.385 085.909 596.123 863.317 752.047
2007 12 0.870 922,366 802,163 1,125.880 979,155 1,370,097 1,191,545
Total 2.519.225 2195449 3.124.839 2723953 3.887.739 3.389.082
Notes
®) Bused on Exhibit 1. Sheet 2

(4). (6). (8) I'rom Exhidit 2. Sheet 1

OM1reserves at 12-31-07.xls PV reserves

472472008 3:20 PM
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()

Months of
Development

(n)

0
i2
24

~

2

48
60
72
84
96
108
120
132
144
156
168
180

Notes

(2). 3)

OHI Workers' Compensation Trust
iractors to Discount to Present Value

(2) (3)
’ayment Pattern
Cumulative Incremental
0.000 0.000
0.143 0.143
0.344 0.201
0.490 0.140
0.595 0.105
0.690 0.095
0.762 0.072
0.813 0.051
0.859 0.046
0.888 (.029
0.913 0.025
0934 0.02i
0.954 0.020
0.969 0.015
0.985 0.016
1.000 0.015

l=xhibit |
Sheet 2

CY)

Factor to Discount
to Present Value
Irom n Months

from the Beginning

of the Year at 4%

85.7%
87.0%
86.9%
87.1%
87.6%
87.8%
88.0%
88.7%
89.1%
90.2%
91.5%
92.9%
94.4%
96.2%
98.1%
100.0%

Based on data from the New York Compensation Insurance Rating Board
2006 Financial Call Data excluding large deductible experience RE@E”VFD

OHI reserves at 12-31-07.x1s Discount Factor
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A

l:xhibit 2

Sheet |
OHI Workers' Compensation Trust
LZstimated Unpaid Loss and ALAE as of December 31, 2007
n (2} (3} 4 (3) (6) (7 (8)
(3)-(2) ) -(2) (3Y-(2)
Limited
Paid Loss Estimated Unpaid Loss & ALAL
Fund & ALAL as Estimated Ultimate lLoss & ALAL as ol December 31, 2007
Yecar of 12/31/07 Low Central tHigh Low Central High
1998 6,514 64.514 64.514 64.514 0 0 0
1999 79.162 79.162 79.162 79.162 0 0 0
2000 241,478 256.636 271,794 287.811 15,158 30316 46.332
20014 332.854 381.669 430.483 465.877 48.814 97.629 133.022
2002 92.449 07.488 102.528 151.487 5.040 10,079 39.039
2003 179122 215.083 235.397 267.899 35,961 56,275 88.777
2004 498.601 942167 1.003.973 1.078.140 443.565 505.371 579.338
2005 597.099 1.103.037 1.210.479 1.342.716 505938 613,380 745.617
2006 258.036 801.019 944,545 1.123.953 542,383 685,909 865.317
2007 246,405 1.168.771 1.372.285 1.616.501 922.366 1.125.880 1.370.097
Total 2,390,321 3.109.546 3.713.160 6.478.060 2.519.225 3.124.839 3.887.739
(D) (10 (n 12y
(3)+(9) (4} +(9) (3) = (%
IF'und Farned Estimated Ultimate Loss & ALAE Ratio
Y ear Premium Low Central High
1998 220,347 29.3% 293% 29.3%
1999 231.045 34.3% 34.3% 34.3%
20600 266,944 96.1% 101.8% 107.8%
2001 442,419 86.3% 97.3% 105.3%
2002 611,995 15.9% 16.8% 24.8%
2003 812,350 26.3% 29.0% 33.0%
2004 1.236.118 76.2% 81.2% 87.2%
2005 1,652,958 66.7% 73.2% 81.2%
20006 1.794.080 34.6% 52.6% 62.6%
2007 2.035.139 37.4% 67.4% 79.4%
Fotal 9.303.595 34.9% 61.4% 69.6%
Notes
(2) Based on claim list provided by Cody Management
(3).(3)  Selected judgmientally hased on ¢olumn (4) and actual claim experience to date
(4).(9)  From Exhibit 2. Sheet 2
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Exhibit 2
Sheet 2
O Workers' Compensation U'rust
Estimated Ultimate Loss & AlLAF
Cenlral Estimate

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Expected Loss & ALAFE Ratio
Indenmnity 0.21 To021 0.21 0.3% 0.33 0.41 027 0.34 0.44 031
Medical 0.11 0.11 0.11 0.19 028 0.20 0.14 0.16 0.22 031
Total Expecied Loss & ALAE Ratio (.32 0.32 0.32 0.58 0.83 0.61 041 0.50 066 062
Earned Premiam 220,347 231045 260944 442419 611905 812230 1,236,118 1632958 1794080 2033139
Loxs Bevelopment Fuctor
Indemnity 1.093 1.110 1.124 1,147 1183 1.257 1.352 1.548 2.041 bl
Medical 1.094 1.120 1.149 1180 1.230 1.285 1.354 1456 1.633 1. 946
Estimated IBNR Loss & ALAE
Indenwity = (1A) < (2)» [1.0 - 1/(3A)] 3019 4.80% 6.203 22,162 52439 68171 86,907 198918 402,685 431.280
Medienl =(1B)» (23 - [10-1/383)] 2078 2.723 3,747 12,694 32.199 33.836 45,749 $5,080 154,625 304 376
Tatal 5,990 7.531 9950 34856 84,639 104027 132.056 283,999 537.310 735,662
Paid 1oxs & ALAE as of 12/31/07 64,514 79,162 241478 332,854 92,440 (79,122 498,601 597.099 25R.636 236,405
Case Loss & ALAE Reserses asat' 12731767 ] 0 036 97.629 10,079 26.273 316,867 238,002 308,062 422 136
Cuse Incurred Loss & ALAL ax ol 12231417 64514 162 271,794 430,483 102.32% 205,397 815468 855,192 166,698 GOR.S60
Indieyted Ulimate Loss & ALAL
BF Nethod = (4Cy+ (5C) 70510 86.094 281.744 463.339 187,166 309424 948,124 1.139.191 1.024.008 1404322
Incurred Lass & ALAE Loss Rato Cape Cod Method 73.532 94,650 291.009 4721109 167857 313274 1024415 1192879 968.651  1.292.109
tneurred Loss & ALAE Seventy Cape Cod Method 76,233 100707 291,765 476233 38464 297798 983,330 1,228,080, 920440 1432408
Selected Ulnmate | oss & ALAL [T .7‘7.1(32 271,794 430,483 102,328 233397 1003973 1.210479 944 343 [.372.283%
Selected Nnpuid Loss & ALAE =(7) - {5A) ] [} 30316 97,629 10,079 56.273 505371 013380 0853909 1123880
Remaining Open and IBNR Claims as ol 12/3 147 t 0 1 2 1 2 5 7 9 Y
Implied Unpad Lass & ALAE per Outstanding Cluim = (8) = (9) NA NA 0316 48,814 10,079 28,137 101,074 $7.626 76.212 26,183
Ultimate Loss & ALAE Ratio=(7) = (3) 29.3% 34.3% 101.8% 97 3% 16.8% 29.0% $1.2% 73.2% 32.6% 67 3%

Seleeted bused on prior veurs® indicated loss & ALAFE ratios

Amounts for 2006 and prior reflect audited premium. 2007 estimates pravided by Cody Management
Based on Exhibit 6, Sheet |

IBNR loss & ALAE is extimated based on the Bombhuetter-Ferguson method

Based on claim fist pravided by Cody Management

Looss Ratio Cape Caod and Severity Cape Cod Indications from Exhibit 5, Sheets | and 2, respectively
Selected pudgmentally bused on line (6) annd a review of the apen claims

Bused on claim list provided by Cody Management and Exhibit 8

OHI reserves at 12.31-07.xls ult loss

Milliman

472422008 320 '




Exlubin 3

Ol Workers' Compensation Trusi
Estimated Unpaid Assessments as af December 31, 2007

4 {3 R (N (5 (8] (N (§) {9 (10
Wuytkets Conip iun Board Reapened Case Fund (25-A)
Estniared Estimaled Estimated Estimated
(ndemmty Assessment Deposits! Unpad Assessment Deposits’ Unpaid
Penad Pavinen:s Rate Amulint Prepavments Assessmen! Rale Amcnnt Piepayments Assessment
A N400 - MIINT 281,424 ano9 19,418 18.094 1,328 0042 11.820 n 11,820
&I1M7 . MR 603,465 0 069 41,619 20,601 MR 0042 25,3406 0 25.346
Total 1,087 3B.695 22,362 EYA LS 0 37165
(n 2 b (12) (13t (1) (15 (1) (n (18) (19 (20 @21 (23
Special Disability Fund (15.8( Giterdepartmental Esjiense Syecul Finds Consernvation Commines
Estinared listimated Estimated Estimated listunared Estnined
Indemuny Assessnient Deposits/ Tpad Assesanient Deposus! (pad Assessmient Deposits/ Hnpaul
Durnnd Pavuienis Rane Amounl Piepasuienls Assesvinenl Rale Awmoant IPrepas nenis Assessiient Rate Amount Prepavients Assessiient
A M7 I8].423 n182 $1.219 t 51,210 naulo 5,447 5137 t70 0.002 67 v 2
GOT - SIS 603,468 0182 109.801 0 109,831 0012 11,466 5,945 5,481 0,002 1.207 o 1207
Tonal 161,050 U 11,050 16,813 1,162 5651 1,770 1 1770
(&3] Securiy Deposias nf [2431/07 u23 nii
(24) Necnnty-Based Assessmient K%
(25 Estmtated Unpaid Assessinents
(2841 Liss Based Assessments = (b) + (10] « {1d) + (1S = (22) 2270y
(25b) Secutny-Based Assessment = (23) « {I) 5177
(25¢) Toral 233175
(201 Factor ts Discount Assessmient 1a Present Value as of Deccmber 31, 2007
12621 Loss- Based Assessnients " 2%
2tht Secnriry-Based Assessmens 100 0%
2% Listintaned Unpaid Assessiments Oiscomed and%h
{2700 Loss: Based Assessments = (25a) ~ {21ar) 219,401
(L7 s c-Based Assessrent = (28h) + (2ah) AR
127¢) Twa 214578
Notes
2) Based an assessaieni 1eporis and claim list provided by Cody Menugemen 0y =12t (R
GLON UL (151, (19 Based an NYCIRS 1ae lihay effectise 1041707 16) =08
@) =2} {3 (4¢3 2161117
(8L (9L (135, (17, {211 Bascd on ass notices provided by Cady M (Zm =N - (M
[{9] (215 (22) =(201-i21(
(t1 =2} {7y 21 Based on infornianion provided by Cody Managenient
oy =(R)- (9) 24) Based on Section 50-$ assessneni aotice
(n =~ un (20 Based gn expected timing of assessment notices
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Exhibit 5 «

Sheet |
OHI Workers Compensation Trust
Incurred Loss & ALAE Loss Ratio Cape Cod
(m (2) (3) () (3) (O (N (8) (9 (10} (1) (12)
Premium Portion ol’
at Currenl | Jitimate Limited Developed Expected
Rales and Incnrred Loss & Incnrred Loss & Loss to Lossto Expected Expected Indicated
Fimd 2007 Wage lLoss Trend SIR Exposnre AlLAL as of ALAL as of Exposnre Exposnre Ltimate IBNR Ultimae
Year Lewel Index Index Buse 12/31/2007 12/31/2007 Ratio Rutio Loss & ALAE l.oss & ALAIL Loss & ALAE
1998 315164 0,713 0998 224,43 0915 64,514 0315 0473 106,037 9.018 73,532
1999 437.264 0.75% 0973 321,093 0.898 79.162 0.275 0473 151,969 15,488 94,650
200D 148,162 0.800 0.966 346,145 0.883 271,794 0.890 0.473 163,826 19,215 291,009
2001 793,160 0.848 1956 642,919 D.863 430,483 0.776 0473 304,286 41.625 472,109
2002 945232 (.898 0973 827,496 0.833 102,528 0.149 0473 391,643 65,329 167.857
2003 1,130,042 0.952 1.025 1,102,405 0.789 205,397 1.236 0473 521,755 109,877 313274
2004 - 1.678.390 1.008 1.00t 1,693,128 0.739 445,708 0.356 0,473 801,336 208,947 1024415
20038 1.911.396 1.068 1.029 2,100,491 0.660 855,192 0617 0473 994,136 337.688 1.192.879
2006 1,994,779 1.132 1.005 2,268,300 0.53 466,698 0.386 0.473 1,073,558 501,952 968,651
2007 2,142,967 1.000 1.000 2,142,967 0.386 668.860 0.810 0.473 1,314,239 623,249 1,292,109
Total 11,796,556 11,668,987 3,590,397 5,522,785 1,932,388 3.892.485
* Find Year 2004 excludes the Robert Harvey claim in (7); Incirred loss limited to SiR and incurred AL AL lor this claim added baek in (12)
(2) Premium at enrrent rates trended to 2007 wage level at an annual wage 1rend of 2.9%
(M Selected judgmentslly
(4 Selected jndgmantally
& =@M
6) FFrom Exhibit 6
(7Y  Bused on claim list provided by Cody Management
(8)  =(DH=[(5)~(6))
Valies which are boxed are used to caleulate the vilnes in (9).
(9 Weighted uverage nf (8) with weights eqnal 1y (5) ~ (0) » 1,0 AG where LAG = absolule value ol dilference in vears.
10 years included in Colimn (9} caleulation.
§10)] =(5)¥ (V)
(Ih =l » [1.0-(6)]
(12) =M+

Ol reserves al 12-3007 A0 LR CC
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Exhibit 5 «
Sheet 2
OHI Workers' Compensatian ‘I'rust
Incurred Lass & ALAIZ Severity Cape Cod )
n ) (3) 4) (8) [ (7) (8) (9} (10) (1) (12)
Portion ol
Ultimate Dltimate Limited Developed Expected
Number of tncurred Loss & Incurred Loss & Loss ta Lass 1o Expected Expected Indicated

Frnd Reported Sewerity SIR Exposure ALAE us ol ALAE as of Exposiire Exposnire Ultimate IBNR 1 Atimate
Year Claims Index Index Base 12/3172007 12/31/2007 Ratia Ratio Loss & ALAE Loss & ALAIZ Loss & ALAE
1998 Il 0.59] 0,998 [ 0915 64,514 10.875 21.283 137.801 11.719 76,233
1999 16 0.639 1973 10 0.898 79.162 8.862 21.253 211,402 21,5458 100,707
2000 12 0.691 0.966 b 0.883 271,794 38432 21.253 170.274 19,971 291.765
2001 22 0.748 N.956 16 0.863 430,485 31,686 21,253 334,504 45,759 476,242
2002 20 0.809 0.975 16 0.833 102,528 7.799 21.2583 335,336 35,937 1538464
2003 23 0.876 1.025 21 1.789 205,397 12.603 21.253 438,770 32,401 297.798
20N~ 32 1947 1.001 30 0.739 445,768 19,883 21.253 634,539 168.062 RAERRI(]
20038 49 1.025 1.029 52 0.660 855,192 25,074 21.253 1.097.763 372.888 1.228,080
2006 41 1.109 1.005 46 (0.532 466,698 19.196 21,253 970,447 453,742 920,440
2007 60 1.000 1.000 60 (1.380 668,860 28917 21.253 1.275.186 783,600 1452460
Tatal 286 264 3,590,397 5,616,021 2,025,025 5.985.721

* Frnd Year 2004 excludes the Robert Marvey ctaim in (7): Inenrred loss limited 10 SIR and inenrred ALAL Tor this ¢laim added back in (12)

{2y From Exhibit 8

(3)  Selected indgimentally

(4) Selected judgmentally

() =2y <@

(6) From Exhibit 6

(7)  Based on claim list provided by Cody Management

&) =M= 5 ()]

Values which are boxed are used to calculate the values in (9).
(9 Weighted average of (8) with weights equal to (3) » (6) < 1.0ALAG where 1LAG = absalute valne aof ditference in years.
10 vears included in Column (9) caleulation.

(1) =)~ (9)
(=10 x [Lo-(6)]
(12) =@+ 0an
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) Fxhibit 6
Sheel t
OHl Workers' Compensation Trust
Loss Development Factors
m 2) (3 e} (5) () (N (8) 9 (10
Medical * Indemnity ** Weighled Average Interpolated
Age LDF % Reported .DF % Reported % Reported LDFF Maturity % Reported I.DF
12 1.946 51.4% 3.161 31.6% 38.6% 2594 12 38.6% 2.594
24 1.635 6l.1% 2.041 49.0% 53.2% 1.878 24 353.2% 1.878
30 1.436 68.7% 1.548 64.6% 66.0% 1.514 36 66.0% 1.514
48 1.354 73.9% 1.332 74.0% 73.9% 1.353 48 73.9% 1.353
60 1.285 77.8% 1.257 79.5% 78.9% 1.267 60 78.9% 1.267
72 1.230 81.3% 1.185 84.4% 83.3% 1.200 72 83.3% 1.200
84 1.180 84.8% 1.147 87.2% 86.3% 1.158 84 86.3% 1.158
96 1.149 87.0% 1.124 88.9% 88.3% 1.133 96 88.3% 1.133
108 1.120 89.3% 1.410 90.1% 89.8% 1.113 108 89.8% 1.113
120 1.094 91.4% 1.093 91.5% 91.5% 1.093 120 91.3% 1.093
Weighi: 35.0%  Weight: 65.0%
Notes

*  From EExhibit 6. Sheet 2

¥+ From Exhibit 6, Sheet 3
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' ‘ Exhibit 6
Sheet 2
O Workers' Compensation T'rust
Case Incurred Loss Development*
Medical
Accident IZvatuation Months
Yeur 24:12 36:21 18:36 60:48 72:60 84:72 96:84 108:96  120:108 ULT:120
1992 1.282
1993 1.023 1.308
1994 LOI0 1019 1.301
1995 1.019 1.017 1.031 1.306
1996 1.040 1.021 1.036 1.029 1.296
1997 1.035 1.022 1.037 1.026 1.018
1998 1.036 1.033 1.0415 1.021 1.020
1999 1.083 1061 1.071 1.068 1.036
2000 1.150 1.066 1.047 1.051 1.040
2001 1.394 1118 1.107 1.092 1.031
2002 1.328 1.096 1.048 1.033
2003 1.305 1.091 1073
2004 1.202 1.16}
2005 1.382
24:12 36:24 48:36 60:48 72:60 84:72 96:84 108:96 120:108 ULT:120
2 vear avg. 1.292 1.126 1.061 1.063 1.041 1.054 1.029 1.025 1.02:4 1.301
3 veuar avg. 1.322 1.123 1.075 1.054 1.044 1.043 1.027 1.026 1.024 1.299
Sclected ** 1.190 1.123 1.675 1.654 1.044 1.043 1.027 1.026 1.024 1.094
Factor 1o
Ultimate 1.946 1.635 1.456 1.354 1.285 1.230 1.180 1.149 1.120 1.094
Notes
* Swatewide indusiry loss development trom the New York Compensation Insurance Rating Board.
* K

See discnssion i text of this report. 12-nlt factor adjusted for expected impact of NY WC reform.

Ol reserves at 12-31-07.x1s inc industry loss
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’ ' Lxhibit 6
Sheet 3
Ol Warkers' Compensation Trust
Case Incurred Loss Development®

Indemnity

Accident Evaluation Months
Ycar 24:12 36:24 48:36 60:48 72:60 84:72 96:84 108:96  120:108 ULT:120
1992 1.194
1995 1.019 1.179
1994 1.014 1.001 1.216
1995 1.026 0.999 1.018 1.200
1996 1.047 1.011 1.018 1.025 1.187
1997 1.050 1.015 1.033 1.018 1.017
1998 1.084 1.061 1.040 1.025 1.016
1999 t.170 1.081 1.062 1.036 1.007
2000 1.450 1.136 1.076 1.030 1.024
2001 1.739 1.300 1.202 1.097 1.084
2002 1.733 1.256 1.117 1.039
2003 1.694 1.289 1.099
2004 1.665 1.299
2005 1.769

24:12 36:24 48:36 60:48 72:60 84:72 96:84 108:96  120:108  ULT:120

2 vear avg. 1.717 1.294 1.108 1.068 1.067 1.030 1.O16 1.017 1.021 1.194
5 vear avg. 1.720 1.319 1.145 1.075 1.061 1.032 1.020 1.013 1.016 1.195
Sclected ** 1.548 1.319 1.143 1.075 1.061 1.032 1.020 1.013 1016 1.093
I'actor to
Ultimate 3.161 2.041 1.548 1.352 1.257 1.183 1.147 1.124 P 110 1.093

Notes
* Statewide industry loss development from the New York Compensation Insurance Rating Board.

**  See discussion in text of this report. 12-ult factor adjusted tor expected impact of NY WC relorm.

OHI reserves w 12-31-07.x1s inc industry loss 172472008 3:26 PM
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n

Class
Code

3085
3620
3632
3724
3726
3737
4000
5183
5190
5193
5221
5536
5645
6217
7219
7380
7998
8006
8017
8018
8043
8046
8111
8232
8292
8350
8353
8381
8382
8391
8742
8748
8809
8814
9026
9030
%079
9519
0006

Lxhibit 7
OHI1 Workers' Compensation Trust
2008 FFund Year Rate Page
) (3) ()
NYCIRB
Rates Eft. QIIWCT 2008 I'und Year Rates

10/1/99 New Members Renewal
8.95 825 8.16
923 8.68 8.59
4.99 4.60 4,55
9.55 8.80 8.71
15.71 14.48 14.33
6.15 5.49 543
8.30 7.83 7.75
8.49 7.38 7.50
6.77 6.24 6.17
12.76 1176 11.64
15.14 13.95 13.81
8.44 7.78 7.70
11.89 13.72 13.58
875 8.06 7.98
10.87 10.23 10.12
859 8.08 8.00
2.88 2.65 2.63
292 2.69 2.66
2.19 2.02 2,00
5.39 4.97 4.92
1.89 1.74 1.72
2,74 233 2.50
5.42 5.10 5.05
9.19 8.47 838
7.7 711 7.03
6.08 5.60 551
7.16 6.08 6.02
33 2.88 2.85
242 223 2.21
5.18 4.77 4.72
0.71 0.63 0.63
0.95 0.88 0.87
0.45 0.33 0.52
0.39 0.32 0.31
4.76 4.39 4.3
7.01 6.46 6.39
298 2.75 272
385 3.35 3.51
7.18 6.62 6.55

€0 on
NYCIRB rates per $100 ol payroll. from NYCIRI rate liling elfective 10/1/99. @&i@%\\u cﬂ%ﬁ\O

3 A
Current OMTWCT rates per $100 of pavroll for new members. NOR\QE Q ,)““%
N ' )
Current OHIWCT rates per $100 of pavrotl for members renewing 1/172008. Rellects h?R
an additional 1% renewal credit . GE
o b ] 'OOV\"’\
Oltlhiesenves s 12-31-07.11s praj rales SEL(I R TR N




[:xhibit 8
OHI Workers' Compensation Trust
Reported Claims Development Method
(n (2) (3) (4) (5) (6)
Reported Cumulative Portion of Selected
Claims Age to Age Claim Ultimate Number ol
Fund as ol Development  Development Reported Reported
Year 12/31/2007 Factor Factor Claims Claims
1998 ' 1.000 1.000 1.600 H
1999 16 1.000 1.000 [.000 16
2000 12 1.000 1.000 1.000 12
2001 22 1.000 1.000 1.000 22
2002 20 1.000 1.000 1.000 20
2003 23 [.000 1.000 1.000 23
2004 33 1.000 1.000 1.000 33
2005 49 1.000 1.000 1.000 49
2006 41 [.000 1.000 1.000 41
2007 53 [.125 1.125 0.889 60
Total 280 287
Notes
2) Based on claim list provided by Cody Managclﬁenl
(3) Sclected judgmentally
€)) Cumulative of (3)
(5) =1.0+(4)
(6) =(2) x(4)
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1:xhibit 9
O Workers' Compensation Trust
Data Summary
) (2} (3) H {3) (6) (7 (8)
Patd Paid Incurred incurred Limited Limited
l.oss ALAL lLLoss ALALE Paid Loss Incurred Loss
Fund as of as ol as of as of as of as of
Year 12/31/72007 12/3172007 12/31/12007 12/31/2007 SIR 12/31/2007 12/31/2007
1998 62,228 2,286 62,228 2,286 200,000 62,228 62.228
1999 76,849 2313 76.849 2313 200,000 76.849 76,849
2000 231,103 10,375 331.481 14,154 200.000 231103 257.640
2001 295,494 37,361 404,594 38.780 200.000 295.494 391,704
2002 83.639 8.809 93.526 9.001 250.000 83.639 93.526
2003 169.798 9.324 195.548 9.849 350.000 169.798 195.548
2004 440,946 57.655 789.714 65.373 350.000 440,946 750.095
2005 555.503 41,596 797.339 57.852 400,000 555,503 797.339
2006 236.487 22150 434,364 32.334 400.000 236,487 434,364
2007 240,093 6.312 630.663 38.197 400,000 240.093 630.663
Total 2.392.140 198,181 3.816,307 270.140 2.392.140 3.689.956
Noles
(2)-(3) Based on claim list provided by Cody Management
(6) Based on intormation provided by Cody Management
(7) (2) Iimited by (6) on @ per occurrence basts
(8) (4) limited by (6) on a per occurrence basis
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