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Pandemic, Premiums, and Profit:
s it the Sky That’s Falling...or the Floor?

COVID19’s impact on workers’ compensation
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What Everyone IS Talking About:
COVID Claims!!
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Reported Claims: COVID*
State of California
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Reported Claims: COVID*
State of Florida
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* Florida DWC “2020 COVID-19 Report” 7/31/20 ’
Q4  california 2020 COVID-19 Workers’ Compensation Claims
‘ Statewide Summary Claims with injuries thru June: 14,470  Deaths reported thru 7/6/20: 66 Claims reported thru 7/6/20: 14,48
COVID Claims Per 10K Employees All COVID Claims by Industry s,:lel:::::;nsmn
Click on a county to filter exhibits SHE Insured/Self-Insurag
Health Care 4,624 I (2 30h) Ag| Insured/Self-Insured
Retail oz¢ [ (10.7%) Gender
Manufacturing 677 I (7.5%) Region
Food Services 474 I (5.9%) Denial Status
Admin & Suppart 382 [ (2.4%) Bedy Part Group
Transportation 371 [ (2.3%) Body Part
Construction 338 [l (3.9%)
Wholesale 333 I (3.8%)
Finance 285 [l (3.3%) Insured,/Self-Insured
Public (Safety/Govt) 288 Il (3.3%) (Al
Agriculture 260 [l (3.0%) [4] Insured
Professional & Tech 161 [l (1.9%) Self-Insured
Other Services 128 W (1.5%)
California Workers’ Compensation Institute (CWCI): Interactive tool www.cwci.org 6
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ISSUE #1
Starting Point:
Insurance Profit




W(C Insurance Has Been Profitable....

WC Combined Ratio—Underwriting Gain Achieved

Private Carriers

3-Year profit
about 15%

132 5
14 1 16 19p

AlS

NCCI State of the Line, AlIS Virtual 2020 (pink box added by presenters)

... then add in investment income

WC Investment Gain on Insurance Transactions

Ratio to Net Earned Premium, Private Carriers

3-Year gain
over 10%

18 19
inghe crampaarry e arraction that imvohy uetusing: unadfuted vahue b 19,4 VIRTUAL

NCCI State of the Line, AlS Virtual 2020 (pink box added by presenters)

10

8/18/2020



8/18/2020

Profits, profits, everywhere...

WC Pretax Operating Gain

Private Carriers

ome]
arane restrurTuring: unadiraed valur s 17.7

11
Will this end soon?
WC Net Loss and LAE Reserve Adequacy
Private Carriers
| 2019 Tabular Discount |5 53
I Negative
number is
10 good for the
18 19 insurance
industry
AIS
NCCI State of the Line, AlS Virtual 2020 .
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ISSUE #2
Interest Rates &
Investment Income
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Interest Rates Really Have Fallen
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10-Year U.S. Treasury Constant Maturity: FRED
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Interest Rates & Insurance Investment Income

WC Investment Gain on Insurance Transactions

Ratio to Net Earned Premium, Private Carriers

10-Year U.S.

- F Treasury Average
" (1999-2018) = 3.6%
AlS

10-Year U.S. Treasury Constant Maturity (FRED); NCCI Sate of the Line, AIS Virtual 2020 1

ISSUE #3
Drop in non-COVID Claims
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Reported Claims: Excluding COVID
State of California
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California DIR Division of Workers” Compensation as of 8/6/20

Reported Claims: Excluding COVID
State of Florida
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The Impact
of COVID-19
and Employment
Changes on

i Workers’

2% Compensation

of 35 Payers

June 24, 2020

Joseph Paduda
Friscipal
Health Strategy Associates, LLC

203.314.2632
packsckeBhoahintratogyamsoc com

PAYERS EXPECTED
TOTAL CLAIMS TO
DECREASE ABOUT

20%

FOR THE ENTIRE
YEAR

o T 19
: , - - Bickmore
Potential Exposure Impact: California —— Actunrial
Reduced Working
Hours, 12%
_Paid Furlough, 2%
Telecommute, 1%
Preliminary Estimate: WCIRB May — July (Actuarial Committee 8/4/20, Slide 37) 20
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Non-COVID Claim
Reduction

Exposure
Reduction

25% - 30%

SS Left for
COVID,
Profit,
Other

ISSUE #4
COVID Claims
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All Claims: State of California
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Indemnity Claims: State of Florida

Number of COVID-19 Claims by DOA Compared as a Subset of All Claims

Indemnity Claim Comparison

M COVID-19 indemnky Clams2020 W Indemnity Claims (Less COVID-19 Claims) 2020  [llindemnity Claims 2019 Indemnity Claims 2020
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July

H

Health Strategy
Associates

Bickmore

Actuarial

24

8/18/2020

12



% of COVID Claims Denied
State of Florida

Partial
Denial
0.3%

Florida DWC “2020 COVID-19 Report” 7/31/20
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% of Claims Denied
State of California
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COVID Hospitalization Charges & Costs
All Payers

$50,000
545,683 $43 565

$45.000 oo $40,594
$50:000 e $34 662 e $ar1ea
$35,000
$30,000 i
$25,000 $21,847
$20,000 $19.785 B 7 510 JS 19,543 i =" 517,004
15,000
$10,000
$5,000
$0

Dto 18 1910 22 23 to 30 31to 40 41 to 50 51 to B0 61to 70 Owver TO
Age group, in years

Median amount

B Median charge amount BMedian estimated allowed amount

Figure 11. Median COVID-19 hospitalization charge amounts and estimated allowed amounts by
age, nationally, January-May 2020
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Survey says...

* TPA: 3.8% of claims = “vast majority of expenses”
* Insurer: Average cost per claim - $7,800

* Insurer: 96% of claims cost <$3,500; 4% “are
expensive”
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Cost of COVID Claims: 2020

State of California

Source COVID Loss & LAE

Commines 8112720 $0.7 Billion
jhough Estimate Earged Premium
(2Q19 Written 12 B|”|On
Premium = $15.98B)
N i
Bickmore
Actuarial
Recap
Insurance Industry
Underwriting Profit —_— 1%
(Past 3 Years)
Insurance Industry
Investment Income — 10%
(Past 2 Years)
ﬁ Health Strategy
Associates
Cost of COVID (CA) —— Bickmore
Actuarial

Rough Estimate
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Lots of Unknowns!! vedical Treatment

Long Term Health Advances

Impact of COVID Impact of Delayed

Cumulative Injury Medical Care

Claims Employment Legislation &
MSAs Changes Court Cases
Group Health H et Swateoy
Waves of COVID Providers I

Actuarial
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What Everyone Should
ALSO Be Talking About

8/18/2020

16



The impact of
exposure, claims and
premium reductions

on the insurance
industry!!
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Where is
(and where isn’t)
the Data??
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Questions??

Joe Paduda Mark Priven, FCAS, MAAA
(203) 314 —-2632 (916) 244 - 1161
jpaduda@healthstrategyassoc.com mpriven@bickmoreactuarial.net
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