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The OHI Workers' Compensation Trust is comprised of employers in the heat,
petroleum, gasoline, plumbing, auto (including auto dealers and repair shops), 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 OHI Workers'
Compensation Trust (OHIWCT) was formed on October 21, 1997. Through OHIWCT,
the members 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 of OHIWCT. OHIWCT began
operations on January 1, 1998 with 16 Founding Members; 3 Charter Members joined in
its first year of operations, but subsequent to January 1, 1998. The Trust had 98 active
members during 2009. Effective January 1,2010, OHIWCT went into voluntary runoff,
accepting no liability on claims related to accidents subsequent to December 31, 2009.

Milliman was retained by CMS on behalf of OHIWCT to perform an independent
analysis of OHIWCT's unpaid loss, unpaid allocated loss adjustment expense (ALAE),
and unpaid assessments as of December 31,2010. Our analysis was performed based on
data evaluated as of December 31, 2010 and other information provided to us 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 and includes
important disclosures and limitations surrounding our review.

The claim liability estimates presented in this report are actuarial central value estimates.
The phrase "actuarial central estimate," as used in this report, should be interpreted as an
estimate of the expected value over the range of reasonably possible outcomes. The
range of reasonably possible outcomes may not include all conceivable outcomes. For
example, it would not include certain conceivable extreme events where the losses from
such events are not reliably estimable. Our description of an actuarial central estimate is
intended to clarify the concept rather than assign a precise statistical measure, as
commonly-used actuarial methods typically do not result in a statistical mean.

We have also provided higher and lower actuarial estimates that form our range of
reasonable unpaid claim estimates. Our actuarial central estimates rely on various
actuarial judgments regarding the appropriateness of the methods and models used and
the assumptions underlying such methods and models. Reasonable alternative sets of



assumptions and judgments would produce different estimates of the actuarial central
estimate. We considered the sensitivity of our estimates to reasonable alternative
assumptions and have identified a range of estimates that we consider reasonable. When
our estimates are presented as "low" and "high" estimates, they indicate our view of the
range of reasonable actuarial central estimates. Note that this range of reasonable
estimates is narrower than the range of possible outcomes. It is possible that actual
results will, perhaps materially, fall outside our range of reasonable estimates.

We evaluated the unpaid loss and ALAE, as well as the unpaid assessments, on an
undiscounted basis with respect to the time value of money. OHIWCT does not reduce
reserves to reflect discounting.

The data underlying our review are net of collected salvage and subrogation and second
injury fund recoveries. The resulting unpaid claim estimates are net of future salvage and
subrogation and second injury fund recoveries.

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

This review is an update to our year-end 2009 report dated April 9, 2010 and reflects two
revisions to the prior review.

With respect to unpaid New York workers compensation assessments, this review reflects
a legislative change that became effective March 31, 2011 applicable to group self-
insured trusts in runoff. In accordance with the current legislation, we estimated an
assessment reserve only for the 50-5 fund, which is intended to address self-insured trusts
that default.

In support of our unpaid claim estimates as of December 31, 20 I0, Milliman claims
consultants performed a review of the individual open claims to produce independent
estimates of the case reserves for each claim. We considered these indications when
selecting our estimates ofthe aggregate ultimate loss for each fund year.

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



The claim data underlying our analysis includes allocated loss adjustment expenses
(ALAE), which typically reflects the cost of defense and claim adjusting costs that can be
allocated to individual claims. Our analysis does not reflect a provision for unallocated
loss adjustment expenses (ULAE), which reflect the costs of third party claim
administration.

The authors of this report are Fellows of the Casualty Actuarial Society and members of
the American Academy of Actuaries. The authors meet the qualification standards of the
American Academy of Actuaries to provide the estimates in this report.

Table 1 summarizes our low, central, and high estimates of the unpaid claim and
assessment liabilities as of December 31, 2010 on an undiscounted basis.

Table 1
Estimated Undiscounted Unpaid Claim and Assessment Liabilities

as of December 31,2010
Net of Excess Insurance

High

$4,261,503
106,769

$4,368,272

Loss and ALAE
Assessments
Total Unpaid

$2,459,508
106,769

$2,566,277

$3,285,194
106,769

$3,391,963

Table 2 summarizes our estimates of the future calendar year loss payments during 2011-
2015.



Table 2
Estimated Calendar Year Claim Payments - 2011-2015

Net of Excess Insurance

2011

$967,074

2012

$519,675

2013

$325,174

2014

$194,319

2015

$216,548

(1) Premium and loss data for fund years 1998 through 2009 at historical
December 31 evaluations provided by CMS.

(3) State of New York Workers' Compensation Board (WCB) assessment
invoices provided by CMS.

(4) Incurred and paid loss development factors from the New York Compensation
Insurance Rating Board (NYCIRB) 2010 Financial Call Data.

(5) Average annual trends in New York wages, claim frequencies and claim
severities from the October 1,2010 NYCIRB loss cost filing.

(6) Excess loss and ALAE factors from NYCIRB's New York Retrospective
Rating Plan Manual effective January 1, 2008.

The scope of our work was to estimate the unpaid claim and assessment liabilities of
OHIWCT as of December 31, 2010. Total unpaid loss and ALAE was estimated by
subtracting cumulative paid losses and ALAE at December 31, 2010 from the estimated
ultimate loss and ALAE amounts. In estimating OHIWCT's ultimate loss and ALAE, we
reviewed the historical loss, ALAE, claim count, and premium data as of December 31,
2010 provided by CMS. Unpaid assessments were estimated in a similar manner.



This exhibit summarizes the estimated unpaid claim and assessment liabilities as of
December 31, 2010.

This exhibit summarizes the unpaid liabilities separately for loss and ALAE (from
Exhibit 3, Sheet 1) versus assessments (from Exhibit 1, Sheet 2).

This exhibit summarizes the estimatedfuture payout of unpaid claims as of December 31,
2010.

This exhibit summarizes our estimates of the claim payments expected to be made during
calendar years 2011-2015. Our estimates are based on a review by Milliman claims
consultants ofthe individual open claims.

To estimate OHIWCT's unpaid assessments, we applied the assessment rates from the
most recent invoices from the WCB to the estimated unpaid indemnity loss as of
December 31,2010. For this review, we have not estimated assessment reserves for the
15-8, 25A, 151, or 151IDP funds in order to reflect recent workers compensation
legislation that affects group self-insured trusts in runoff Based on our discussions with
the WCB, we understand this legislation, which became effective March 31, 2011,
established that trusts in runoff are liable only for assessments related to the 50-5 fund.

This exhibit summarizes our range of estimates of ultimate loss and ALAE, the resulting
estimated unpaid amounts as of 12/31/10, and ultimate loss and ALAE ratios.

Column (2) summarizes the loss and ALAE paid as of December 31, 2010. This is
subtracted from the estimated ultimate loss and ALAE amounts in columns (3) - (5) to
produce our range of unpaid estimates in columns (6) - (8).

Columns (3) - (5) show our low, central, and high estimates of the ultimate loss and
ALAE. The central estimate shown in column (4) is from Sheet 2 of this exhibit.
Columns (3) and (5) are selected judgmentally based on optimistic and pessimistic
assumptions that we believe to be reasonable.



Columns (10) - (12) show the low, central, and high estimates of the ultimate loss and
ALAE ratio implied by our estimated ultimate loss and ALAE amounts in columns (3)-
(5).

This exhibit breaks down our selected ultimate loss into its paid and unpaid components,
together with the average outstanding claim size implied by our unpaid loss estimates.

This exhibit summarizes our ultimate loss and ALAE indications with the resulting
selected ultimate loss and ALAE estimates and the implied ultimate loss and ALAE ratios
and ultimate claim severities.

Column 2 reflects the sum of paid loss and Milliman's individual case reserve estimates
for all open claims.

Columns (3) - (5) summarize the ultimate loss and ALAE indications from our
Bomhuetter-Ferguson (BF) and Cape Cod projection techniques from Sheets 4-6.

Column (6) shows our selected ultimate loss and ALAE based on the indications from
columns (2) - (5). For the oldest accident years, we selected the case incurred losses
because no additional development is expected.

Columns (9) and (10) show the ultimate loss and ALAE ratios and claim severities
implied by our selected ultimate loss and ALAE.

This exhibit shows the Bornhuetter-Ferguson projection method used to estimate ultimate
loss and ALAE/or accident years 2007-2009.

The Bomhuetter-Ferguson (BF) 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 of ultimate loss and ALAE that is currently unpaid or unreported.
This is a generally accepted actuarial approach for estimating ultimate losses when loss
experience is immature and/or volume is low; both ofthese issues affect OHIWCT.

The expected ultimate loss is based on the product of an estimate of the ultimate number
of reported claims (from Exhibit 5) and an expected ultimate average claim severity. The
expected ultimate average claim severity is based on OHIWCT's historical claim
severities and statewide industry information from the NYCIRB, adjusted for inflation.



In projecting the ultimate loss and ALAE for 2007-2009, we also adjusted for the
expected impact of the 2007 legislative reform in New York based on information
prepared by the NYCIRB.

This exhibit shows the "Cape Cod" methodology used to produce indications of ultimate
loss and ALAE.

The Cape Cod method is a modified version of the BF method that relies on OHIWCT's
own experience from its inception to determine the expected loss and ALAE estimates.
On Sheet 5, the expected ultimate loss and ALAE is based on the product of earned
premium and an expected loss and ALAE ratio. On Sheet 6, the expected ultimate loss
and ALAE is based on the product of an estimate of the ultimate number of reported
claims and an expected ultimate average claim severity.

The incurred loss and ALAE development pattern used in this analysis is based on data
from the NYCIRB 2010 financial data call. The industry data excludes ALAE, but the
omission of this data should have only a minor effect on the incurred loss development
pattern.

Sheet 2 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 2006 incurred
medical losses valued as of December 31, 2007 (24 months) are 38.0% larger than
accident year 2006 incurred medical losses valued as of December 31, 2006 (12 months).
The loss development factor is, therefore, expressed as 1.380. By looking at the loss
development factors within a column, one can see several historical loss development
factors that represent similar aging of the claims as they mature. Sheet 3 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 losses, we
selected the average of the latest five years. The cumulative products of the selected
factors beginning with the tail factor at 120 months become the selected loss
development factors to an ultimate loss level. We adjusted the otherwise indicated tail
factor at 120 months to reflect OHIWCT's net retention. Also, we adjusted the 12
month-to-ultimate through 48 month-to-ultimate factors for indemnity loss to reflect the
expected impact of the 2007 workers compensation reform.



On Sheet 1 of Exhibit 4, we calculate the weighted average of the two development
patterns to determine a development pattern for medical and indemnity loss combined.
For 2006 and prior, which are not affected by the 2007 legislative reform, we used
weights of 65% for indemnity and 35% for medical. For 2007-2009, which are expected
to be impacted by the duration caps on indemnity losses, we used weights of 55% for
indemnity and 45% for medical. These loss development factors are used in Exhibit 3 for
the calculation of the Cape Cod ultimate losses.

Column (2) shows the number of claims reported for each fund year as of December 31,
2010.

Column (3) shows our estimate of 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, 2010.

Column (6) shows our estimate of the ultimate number of reported claims for fund years
1998-2009.

Column (7) shows the number of closed claims for each fund year as of December 31,
2010.

Column (8) shows our estimate of the number of outstanding claims implied by columns
(6) and (7) for fund years 1998-2009.

This exhibit provides a summary of the paid and incurred loss and ALAE through
December 31, 2010, both gross and net of excess insurance.

OHIWCT has historically purchased excess of loss insurance to limit the financial impact
from large claims. OHIWCT's per occurrence retention has increased over time, as
shown in Table 4.



Table 4
Summary of Excess Insurance Program

Per Occurrence
Retention

1998
1999
2000
2001

2002-2004
2005-2009

$250,000
250,000
200,000
250,000
350,000
400,000

Our estimate of the unpaid loss and ALAE net of excess insurance assumes that all
excess insurance is valid and collectible. We have not anticipated any contingent
liabilities 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.

There are several assumptions underlying our work that have potential to either
overestimate or underestimate the unpaid claim liabilities as of December 31, 2010.

Exhibit 4 shows the industry loss experience in the development of incurred
losses from 120 months to their ultimate reported values. Over the most recently
available five years, this factor has ranged from 1.067 to 1.320 for indemnity and
from 1.125 to 1.322 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 of the total ultimate losses.
Further, many insurers report the undiscounted case reserve, rather than the
discounted amounts on these claims.



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 insurance, it includes the development of
losses above OHIWCT's expected per occurrence retention of $400,000. Loss
development factors from incurred loss data which had individual claim amounts
capped at $400,000 per occurrence are expected to be lower than loss
development factors produced from uncapped incurred loss data. We adjusted the
industry tail factor used in our analysis to account 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 based on statewide New
York data representing a broad spectrum of employment activity. This pattern
mayor may not be representative of the expected incurred loss and ALAE
development of the OHIWCT.

In producing our estimates of the unpaid claim and assessment liabilities, it was
necessary to reflect the impact of the 2007 legislative reform of the New York
workers compensation system. The main components of this reform are:

a) A cap has been placed on the duration of payments made for permanent
partial claims occurring on or after March 13, 2007; this could decrease
future losses for OHIWCT permanent partial disability claims.

b) The maximum weekly benefit has been increased from $400 to $500 for
claims occurring on or after July 1,2007, to $550 for claims occurring on or
after July 1,2008, and to $600 for claims occurring on or after July 1,2009.
This will increase future loss costs or OHIWCT.

c) The second injury fund will no longer be available as a reimbursement
mechanism for claims that occur on or after July 1, 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. Please note that it is
premature to determine whether the reform's impact on OHIWCT will be
different from the NYCIRB's estimates for the overall statewide New York
workers compensation system.



Effective December 1, 2010, the WCB issued Medical Treatment Guidelines,
which apply to all workers compensation cases regardless of when the injury
occurred. The recent implementation of these guidelines creates additional
uncertainty in our estimates.

The annual wage trend is based on changes in the aggregate level of statewide
New York wages based on information from historical NYCIRB loss cost filings.
This annual wage trend mayor may not be representative of the expected annual
wage trend of the OHIWCT.

The annual loss trend is based on the NYCIRB rate filing effective October 1,
2010, which is based on statewide data for all class codes combined. This annual
loss trend mayor may not be representative of the expected annual loss cost trend
ofthe OHIWCT.

In performing this analysis we have relied on data and other information 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. If the underlying data or information 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 for
reasonableness and consistency and have not found material defects in the data. If there
are material defects in the data, it is possible that they would be uncovered by a detailed,
systematic review and comparison ofthe data to search for values that are questionable or
relationships that are materially inconsistent. Such a review is beyond the scope of our
assignment.

The estimates contained in our report reflect our best professional judgment, based on our
actuarial analysis of the available data. Our results reflect assumptions regarding loss
development, loss trend and wage trend. All unpaid claim estimates inherently contain
uncertainty. Actual future payments may differ materially, and in either direction, from



our estimates. This is particularly true for small insurance programs where actual results
tend to vary considerably from year to year.

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

Our findings are based, in part, on assumptions we made with respect to the applicability
of using industry data to estimate OHIWCT's loss and ALAE claim liability. To the
extent that the risks faced by OHIWCT are different from those underlying the industry
sources we used, additional uncertainty exists surrounding our estimates.

The sensitivity of key variables in the analysis was considered. Key variables include
loss development factor selections, expected loss ratios and expected claim severities.
The overall results are potentially sensitive to any of these items, and reasonable
alternative 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. The current financial position of OHIWCT may restrict the
Trust's ability to offer Section 32 settlements to claimants in order to reduce its claim
liability.

Milliman's work is prepared solely for the internal use of OHIWCT. No portion of
Milliman's work may be provided to any other party without Milliman's prior written
consent. If Milliman does consent, additional work may be required at additional
expense. Milliman does not intend to benefit or create a legal duty to any third party
recipient of its work. Milliman's work may not be filed with the SEC or other securities
regulatory bodies. In addition, references to Milliman or its estimates in securities filings,
analyst meetings and press releases are not authorized.

Milliman's consent to release its work product to any third party may be conditioned on
the third party signing a Third Party Release Agreement, subject to the following
exceptions:

(a) OHIWCT may provide a copy of Milliman's work to the trust's administrator,
Cody Management Services, Inc.



(b) OHIWCT may provide a copy of Milliman's work to its accountant, Fuller &
LaFiura, to be used solely for accounting purposes.

(c) OHIWCT may provide a copy of Milliman's work, in its entirety, to
governmental entities, as required by law.

In the event Milliman consents to release its work product, it must be provided in its
entirety. We recommend that any such party have its own actuary or other qualified
professional review the work product to ensure that the party understands the
assumptions and uncertainties inherent in our estimates. No third party recipient of
Milliman's work product should rely upon Milliman's work product.

Milliman does not permit the use of Milliman's name, trademarks or service marks, or
any reference to Milliman directly or indirectly in any media release, public
announcement or public disclosure, including in any promotional or marketing materials,
customer lists, referral lists, websites or business presentations without Milliman's prior
written consent for each such use or release, which consent shall be given in Milliman's
sole discretion.



Exhibit 1
Sheet 1

OHI Workers' Compensation Trust
Estimated Unpaid Loss, ALAE and Assessments as of December 31,2010

Undiscounted
Low Central High

(1) Estimated Unpaid Loss and ALAE 2,459,508 3,285,194 4,261,503

(2) Estimated Unpaid Assessments 106,769 106,769 106,769

(3) Estimated Total Unpaid = (1) + (2) 2,566,277 3,391,963 4,368,272

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



Exhibit 1
Sheet 2

OHI Workers' Compensation Trust
Estimated Payout - 2011 to 2015

Calendar
Year

Estimated
CY Loss
Payout

2011
2012
2013
2014
2015

967,074
519,675
325,174
194,319
216,548

(2) Based on projected payout of Milliman estimated case reserves for
known, open claims

K:\21~~WOIO\analysis\OHI reserves at 12-31-10 final.xlsm



~
(1) Estimated as 65% of central estimate of unpaid loss from Exhibit 3. Estimated unpaid indenmity loss is used as the assessment base

because the Trust voluntarily entered runoff effective December 31, 2009. The percentage allocation (65-/0) hetween indemDity and
medical is Msed Oft case reserves.

(2) Based on 2010 assessment reports from the State of New York Workers' Compensation Board (WCB). Per legislation effective 3/31/11
and discussions with the WCB, OHlWCT will be assessed only for the 50-5 fund.

(3) [(I) x (2»)



Exhibit 3
Sheet 1

OHI Workers' Compensation Trust
Estimated Unpaid Loss and ALAE as of December 31,2010

Limited to Self-Insured Retention

(6)
(3) - (2)

(7)
(4)-(2)

(8)
(5) - (2)

Paid Loss Estimated Unpaid Loss & ALAE
Fund & ALAE as Estimated Ultimate Loss & ALAE as of December 31,2010
Year ofl2l31/1O Low Central High Low Central High

1998 64,689 64,689 64,689 64,689 0 0 0
1999 79,162 79,162 79,162 79,162 0 0 0
2000 265,189 267,845 267,845 272,845 2,656 2,656 7,656
2001 408,523 465,862 465,862 487,983 57,339 57,339 79,460
2002 129,223 159,035 168,215 183,515 29,812 38,992 54,292
2003 199,651 199,651 199,651 199,651 0 0 0
2004 920,402 1,380,123 1,441,929 1,516,096 459,721 521,527 595,694
2005 929,020 1,153,454 1,252,632 1,368,339 224,435 323,612 439,319
2006 661,837 864,933 992,750 1,147,956 203,096 330,913 486,120
2007 791,350 1,093,393 1,270,999 1,470,806 302,043 479,649 679,456
2008 420,527 965,750 1,159,250 1,374,250 545,223 738,723 953,723
2009 544,677 1,179,860 1,336,460 1,510,460 635,183 791,783 965,783

Total 5,414,248 7,873,756 8,699,443 9,675,751 2,459,508 3,285,194 4,261,503

(9) (10) (11) (12)
(3) + (9) (4)+(9) (5) + (9)

Fund Earned Estimated Ultimate Loss & ALAE Ratio
Year Premium Low Central High

1998 220,347 29.4% 29.4% 29.4%
1999 231,045 34.3% 34.3% 34.3%
2000 266,944 100.3% 100.3% 102.2%
2001 442,419 105.3% 105.3% 110.3%
2002 611,995 26.0% 27.5% 30.0%
2003 812,550 24.6% 24.6% 24.6%
2004 1,236,118 111.6% 116.6% 122.6%
2005 1,652,958 69.8% 75.8% 82.8%
2006 1,825,957 47.4% 54.4% 62.9%
2007 2,220,079 49.3% 57.3% 66.3%
2008 2,150,000 44.9% 53.9% 63.9%
2009 1,740,000 67.8% 76.8% 86.8%

Total 13,410,412 58.7% 64.9% 72.2%

~

(2) Based on claim list provided by Cody Management
(3), (5) Selected judgmentally based on column (4) and actual claim experience to date

(4) From Exhibit 3, Sheet 2
(9) Based on data provided by Cody Management

om reserves at 12-31-10 final.xlsm range

Milliman



(2)
(3), (4)

(5)
(6)
(7)
(I)
(9)

From Exhibit 3, Sheet 3
Based 011 Exhibit 6
(4) - (3)
(2) - (4)
(5) +(6)
From Exhibit 5
(7) + (I)

081 Warbn' Caapeal8tioa Trust
Estimated Unpaid Loss and ALAE
Limited to Self-Insured Retention

Exhibit 3
Sheet 2



Exhibit 3
Sheet 3

OBI WlH'ken'C..,. •••••• T•.••t
Estimated Ultimate Loss aod ALAE
Limited to Self-lDsured Retentioo

(I) (2) (3) (4) (5) (6) (7) (II) (9) (10)
(5) + (6) (5) + (7)

Estimated
Miilimaa Estimated Ultimate Estimated Estimated

FUDd Estimated 8omIluetter- Loss Ratio Severity Ultimate Earned Number Ultimate Loss &. Ultimate Claim
Ye. Case Iacurred Ferguson Cape Cod Cape Cod Loss&.ALAE Premium GfClaims ALAE Ratio Severity

19911 64,6&9 6&,540 69,692 64,689 220,347 11 29.4e;. 5,881
1999 79,162 117,916 91,3117 79,162 231,045 16 34.3e;. 4,9411
2000 265,1119 280,319 279,1159 267,1145 266,944 11 l00.3e;. 24,350
2001 454,047 493,334 496,6311 465,862 442,419 22 105.W. 21,176
2002 16&,215 1113,574 1711,110 1611,215 611,995 20 27.5% 1,411
2003 199,651 262,161 253,5311 199,651 1112,550 23 24.6% 11,6&0
2004 1,441,929 1,176,6911 1,157,672 1,441,929 1,236,1111 33 116.6e;. 43,695
2005 1,233,5115 1,242,617 1,262,646 1,252,632 1,652,9511 411 75.1Ie;. 26,096
2006 945,822 1,002,709 9112,790 992,750 1,1125,957 40 54.4e;. 24,1119
2007 1,2511,926 1,270,999 1,270,999 2,220,079 56 57.3e;. 22,696
2001 1,159,250 1,112,772 1,159,250 2,150,000 36 53.98/0 32,201
2009 1,220,1116 1,336,460 1,336,460 1,740,000 30 76. lie;. 44,549

Total 11,491,351 11,699,443 13,410,412 346

(2) Based Oft MiUinwl review of open claims
(3) From ExlUlNt3, Sheet 4
(4) From Exhihit 3, Sheet 5
(5) From ExlWMt3, Sheet 6
(6) Selected based Oft colllllll1S(2) - (5)
(7) Deta provided by Cody Management
(I) FnMDExhihit 5



199&
1999
2000
2001
2002
2003
2004
2005
2006
2007
200&
2009

EstiRlMed
UIti8ude

Loas il. ALAE

64,6&9
79,162

267,&45
465,162
16&,215
199,"1

1,441,929
1,252,632

992,7SO

EstimMed
U1tiIIIate
Number

ofCwu-

(4)
(2)+(3)

Iadil:. Ult. CIaiIIlSeverity
OHI o.ta lRdus!ly

5,11&1
4,94&

24,3S0
21,176
11,411
8,6&0

43,69S
26,096
24,819

12,1172
14,016
IS,799
17,214
18,261
19,M8
21,427

OR-Level
FlIl:tor

OBI Wwken' C_ ••••• Trut
Incurred Claim Severity Bomhuetter-Ferguson Method

Limited to Self-Insured Retention

Trended to AY 2007
OHI Data IndusUy

(7)
(4) x (6)

(8)
(S) x (6)

1.722
1.635
1.615
1.475
1.326
1.257
1.194
1.109
1.053

10,128
11,0119

39,314
31,238
11,151
10,915
52,171
28,939
26,135

Expected
Claim Severity
(Pre-Reform)

Estimated
IaIpal:t of
Reform

Selel;ted
IaIpal:t of
Reform

20,783
20,676
20,947
21,645
21,803
21,799
22,564

25,000
26,500
211,000

0.834
0.820
0.826

(2) From ExllibM3, Sbeet 3
(3) Fr~ ExbiIIit5
(5) Baaed 01\ stalewide iIIdustIy claim size information from NeCI
(6) Ret1ects severity trend ofS.9"/. (based on 2010 NYCUlB loss cost filing) and indexing to recognize cbanges in OHlWCTs self-insured retention.
(9) AY 2007: Selel;ted based OIl co'- (7) lIAd(8)

AY 2001, 2009: Trended forward from 2007 at S.9"/.
(10) Based on lIIIlIIysisof statewide data by NYCUlB in its review oftbe impact of2007 wolters compensation reform.
(II) We jultgmeJItaIy reduced tile ialpact of tile reform by 25~•.
(13) Baaed 011 ExlIilJit4, Sheet 1
(14) Baaed 011 ExlIilJit6

(12)
(3) x (9) x (II)

Expected
Ultimate

Losslk.ALAE

0.875
0.865
0.869

1,225,455
825,226
730,267

Estimated
Unreported ~.

0.273
0.411
0.617

Case
IIIC.Loss
il.ALAE

937,053
773,419
886,004

ExIlillit 3
Sheet 4

(IS)
1(12) x (13»)
+ (14)

Estimated
Ultimate

Lossil.ALAE

1,270,999
1,112,772
1,336,460



Exhibit 3
Sheet S

OBI Woden' COl8peautioa Trllit
Incurred Loss &. ALAE Loss Ratio Cape Cod

Limited SoSelf-b1sured Reteation

(I) (2) (3) (4) (S) (6) (7) (I) (9) (10) (11) (12)

~ Portion of
litCIIfI'eBt Ultimate Developed Expected
RMesand locurred Loss &. Incurred Loss &. Loss to Loss to Expected Expected Indicaled

F-a 2009 Wage Loss Tread Sill Exposure ALAE as of ALAE IS of Exposure Exposure Ultimate IBNR Ultimate
Year Level 1IwIex IRdex Base 1213112010 12/3112010 Ra&io Ra&io Loss & ALAE Loss & ALAE Loss & ALAE

1991 J6S,OII 0.745 1.004 273,286 0.9611 64,6119 0.24 0.434 1111,675 3,1151 611,540
1999 S06,S92 0.773 0.994 3119,S42 0.9411 79,162 0.21 0.434 169,159 1I,7S4 117,916
2000 SI7,956 0.1102 0.946 393,239 0.927 267,ll4S 0.73S 0.434 170,765 12,474 2110,319
2001 913,427 0.132 0.973 740,036 0.915 465,862 0.611 0.434 321.362 27,473 493,334
2002 1,094,OS7 0.163 1.0111 961,551 0.11911 140,1164 0.163 0.434 417,5S6 42,710 11I3,S74
2003 I,JOS,426 0.1196 1.009 1,179,523 0.1711 199,6S1 0.19 0.434 S12,210 62,510 262,161
2004 * 1,933,SJO 0.929 0.99& 1,793,ISI 0.IlS6 693,349 0.4S 0.434 771,917 112,262 1,176,69'
200S 2,204,IS4 0.964 1.010 2,146,752 0.1122 1,076,&113 0.61 0.434 932,232 16S,734 1,242,617
2006 2,316,2SO 1.000 1.000 2,316,2SO 0.776 777,3fYJ 0.433 0.434 I,OOS,137 22S,401 1,002,799

FlIIId Year 2004 excludes claim WC03969 ill (7); incurred loss limited to SIR and incurred ALAE for this claim added back. ill (12)
rr-.-lIt 2009 rMeS treIIded to 2009 w/IIC level litIIlIlDRUlll wage trend of 2.9"1.
IleIeW S.lJ"I. severity &realIlIDd-2.S% tiequeocy lreDd IIased OD dlIta &om NYCIRB
E~ ItIie4 oa hiilOrical self·itlsunnce reteDtioRs (SiRs) aod excess loss pure premium factors effective Jaauary I, 2001I
= (2) x (3) x (4)
Fm. ExIIiIMt4, SIIeet I
Base4 oa cIaiIa list provided by Claim Services
= (7) + «S) x (6))
Vallies ~ are hoKed are used to clllculate die vahies ill (9).
Weipaed lWerlIF of (I) wilh weiPts equal to (S) x (6) x 1.000LAGwhere LAG = absolute vahle ofditfereoce in years.
9 years iIIcIlIde4 ill C,*- (9) clllcullltioo.
=(S) x (9)
= (10) x (1.0 - (6)]
= (7) + (II)

(10)
(11)
(12)



ExbilNt 3
Sheet 6

OW Worken' CHlpe••• tioa Trlllt
Incurred Loss & ALAE Severity Cape Cod

Limited to Self-Insured Retention

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

PoltioDof
Ukimlte Ultimate Developed Expected

Number of Incurred Loss k Incurred Loss & Loss to Loss to Expec&ed Expected ladicated
FlIIMi Ilepone4 Severity SIR. Exposwl: ALAE as of ALAE as of Exposure Exposwl: Ultimate IBNR Ukima&e
YI*' C" ladex I8dex Base 12/3112010 12/31/2010 Ita&io Ratio Loss & ALAE Loss k ALAE Loss & ALAE

199& 11 0.609 1.004 7 0.96& 64,6119 9,941 22,924 154,177 5,003 69,692
1999 16 0.641 0.994 10 0.94& 79,162 &,101 22,924 236,229 12,225 91,3&7
2000 11 0.619 0.946 7 0.927 267,&45 40,27 22,924 164,464 12,014 279,859
2001 22 0.733 0.973 16 0.915 465,1162 32,43 22,924 360,006 30,776 496,63&
2002 20 0.7&0 1.018 16 0.198 140,864 9,17 22,924 364,13& 37,246 171,110
2003 23 9.130 1.009 19 0.&7& 199,651 11,1 22,924 441,551 53,1&7 253,531
2004 • 32 0.U3 0.998 21 0.156 693,349 28,7 22,924 646,966 93,236 1,157,672
2005 41 0.940 1.910 46 0.122 1,076,lIlI3 2&,73 22,924 1,044,1191 115,763 1,262,646
2006 40 1.000 1.000 40 0.776 777,3fYJ 25,04S 22,924 916,949 205,482 912,790

FIIIld Year 2004 excludes claim WC03969 in (7); incurred loss limited to SIR and incurred ALAE for tbis claim added back. in (12)
From Exhibit 5
Retlects 5.9*/0severity trend based 00 data for accident years 2005-20fY} from NYCIRB
Estimated based 011 hiitorical self-ini1uranee reteDtioos (SIRs) and excess loss pure premi\llll factors effective January I, 2001I
= (2) x (3) x (4)
FfOIIlExIIi&lit4, Sbeet 1
Bued OIl cIaiIIlliit provided 1Jy Claim Services
= (7) + «5) x (6»)
Values wIMch are boxed are IIIle4to calculate die values in (9).
WeiPted lIVfOF of(l) widl weiPti1 equal to (2) x (6) x 1.O"LAG where LAG = absolute value of difference in years.
9 yan iIIcIulilld ill CoIwIul (9) calclllatioll.
= (5) x (9)
= (MI) x (1.9 - (6»)
= (7) + (11)

(10)
(11)
(12)



Exhibit 4
Sheet I

OUI Workers' Compensation Trust
Loss Development Factors to Ultimate

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Medical Indemnity Weighted Average Interpolated
Age LDF % Reported LDF % Reported % Reported LDF Maturity % Reported LDF
12 2.290 43.7% 2.947 33.9% 38.3% 2.610 12 38.3% 2.610
24 1.692 59.1% 1.704 58.7% 58.9% 1.698 24 58.9% 1.698
36 1.496 66.8% 1.289 77.6% 72.7% 1.375 36 72.7% 1.375
48 1.386 72.2% 1.134 88.2% 81.0% 1.235 48 81.0% 1.235
60 1.300 76.9% 1.283 77.9% 77.6% 1.289 60 77.6% 1.289
72 1.244 80.4% 1.202 83.2% 82.2% 1.216 72 82.2% 1.216
84 1.188 84.2% 1.158 86.4% 85.6% 1.168 84 85.6% 1.168
96 1.154 86.6% 1.131 88.4% 87.8% 1.139 96 87.8% 1.139
108 1.123 89.1% 1.109 90.2% 89.8% 1.114 108 89.8% 1.114
120 1.100 90.9% 1.090 91.7% 91.5% 1.093 120 91.5% 1.093
132 1.081 92.5% 1.078 92.8% 92.7% 1.079 132 92.7% 1.079
144 1.058 94.5% 1.053 95.0% 94.8% 1.055 144 94.8% 1.055
156 1.038 96.3% 1.03 I 97.0% 96.8% 1.034 156 96.8% 1.034

(2) From Exhibit 4, Sheet 2. 132-ultimate and subsequent development factors were selectedjudgmentally
based on the preceding pattern.

(3) From Exhibit 4, Sheet 3. I 32-ultimate and subsequent development factors were selectedjudgmentally
based on the preceding pattern.

(6) 12-48: 55% indemnity, 45% medical - these are for post-reform accident periods (2007 and subsequent)
60 and subsequent: 65% indemnity, 35% medical



Exhibit 4
Sheet 2

OHI Workers' Compensation Trust
Case Incurred Loss Development*

Medical

Accident Evaluation Months
Year 24:12 36:24 48:36 60:48 72:60 84:72 96:84 108:96 120:108 ULT:120

1995 1.322
1996 1.029 1.217
1997 1.026 1.018 1.152
1998 1.021 1.020 1.017 1.213
1999 1.068 1.036 1.028 1.020 1.125
2000 1.051 1.040 1.025 1.031 1.020
2001 1.097 1.044 1.048 1.033 1.035
2002 1.048 1.033 1.059 1.028 1.031
2003 1.091 1.073 1.067 1.024 1.051
2004 1.202 1.161 1.104 1.070 1.046
2005 1.382 1.112 1.078 1.064
2006 1.380 1.141 1.095
2007 1.414 1.151
2008 1.387

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

2 year avg. 1.401 1.146 1.087 1.067 1.035 1.040 1.032 1.033 1.020 1.169
5 year avg. 1.353 1.131 1.080 1.066 1.045 1.047 1.029 1.028 1.021 1.206

Selected 1.353 1.131 1.080 1.066 1.045 1.047 1.029 1.028 1.021 1.100

Factor to
Ultimate 2.290 1.692 1.496 1.386 1.300 1.244 1.188 1.154 1.123 1.100



Exhibit 4
Sheet 3

OHI Workers' Compensation Trust
Case Incurred Loss Development*

Indemnity

Accident Evaluation Months
Year 24:12 36:24 48:36 60:48 72:60 84:72 96:84 108:96 120:108 ULT:120

1995 1.320
1996 1.025 1.272
1997 1.018 1.017 1.067
1998 1.025 1.016 1.023 1.131
1999 1.036 1.007 1.015 1.008 1.111
2000 1.050 1.024 1.032 1.015 1.015
2001 1.173 1.039 1.047 1.024 1.034
2002 1.117 1.039 1.096 1.030 1.032
2003 1.289 1.099 1.096 1.080 1.052
2004 1.591 1.299 1.159 1.080 1.073
2005 1.769 1.327 1.144 1.073
2006 1.664 1.316 1.166
2007 1.800 1.377
2008 1.826

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

2 year avg. 1.813 1.347 1.155 1.077 1.077 1.041 1.028 1.025 1.012 1.121
5 year avg. 1.730 1.322 1.137 1.092 1.068 1.038 1.024 1.020 1.018 1.180

Selected 1.730 1.322 1.137 0.884 1.068 1.038 1.024 1.020 1.018 1.090

Factor to
Ultimate 2.947 1.704 1.289 1.134 1.283 1.202 1.158 1.131 1.109 1.090

* Statewide industry loss development from the New York Compensation Insurance Rating Board.
Note: the 48-60 loss development factor has been adjusted to reflect the expected impact of the 2007 reform


