


Workers Compensation Bulletin

My Loss Experience Didn't Change, So Why Is
My Experience Modification Factor Going Up?

he Workers
Compensation
Insurance Rating Bureau
(Burea) is responsible
4y, for, among other things,
. cdculating Experience
| Modifications (X-Mod)
for every qualifying
‘ employer in the State

‘ \-of Cdifornia
An X-Mod is based on a
number of factors, but it essentialy compares actual
losses to expected losses. (For a detailed description of
X-Mods, see our April 2005 Commercial Insurance
Update newdletter (http://www.cavignac.com/pdfs/
CML0405.pdf). If an employer has an above-average
experience compared with similar employers, a credit
X-Mod (less than 100%) isawarded. If an employer hasa
below-average experience, a debit X-Mod (an X-Mod

over 100%) isissued.

In the last four years, maor reforms have
substantially reduced loss experience in California as
well as Expected Loss Rates (ELRs). ELRs are based
on expected losses by classification per $100 of payroll
and are reflected on the X-Mod worksheet. ELRs are
available on line at https://wcirbonline.org.

Because ELRs are decreasing, and assuming that
actual losses remain unchanged, an employer will
experience a higher X-Mod.

Let me give you an example. Let's assume ABC
Company’s expected losses were $100,000, and its
actua losses (as calculated on the worksheet) were
$60,000. $60,000 divided by $100,000 equals 60%.
Now let’'s assume that the expected losses went down
20%, but actual losses remain unchanged. The
denominator has decreased from $100,000 to $80,000.
$60,000 divided by $80,000 equals 75%. In other
words, ABC Company’s actua losses have not
changed, but its X-Mod has gone up.

If everything else remains equal, on average, X-
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Mods will increase, but this will be more than offset by
the decrease in base rates that most insurance
companies are charging.

A recent renewal account of oursis acase in point.
The employer’'s X-Mod went up 6% despite the fact
that it did not have any claims in either experience
period. At the same time, the employer's net rates
(without taking into consideration the X-Mod)
decreased 14%. Taking the X-Mod into consideration,
the net rate actually decreased 9% (100% x .86 Xx
1.06 = 91%)).

It is true that, in general, X-Mods are increasing.
However, real net rates have decreased significantly
during the past three years and may continue to decrease
in the near future.

..........................

Jeff Cavignac is President and a principal of
Cavignac & Associates. He specializes in  risk
management for design professionals, construction and
commercial clients.

Don’t forget ...

1 Your Link to the Past &
San Dlego Gateway to the Future

PUBLIC LIBRARY

... a powerful resource
In the digital age!

http://www.sandiego.gov/public-library

Image of Proposed New Main Library
Courtesy of Rob Wellington Quigley, FAIA



https://wcirbonline.org/spotlight/spotlight_2006_02.html

Community Bulletin Board

“Neighbors helping neighbors in San Diego”
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enior Community Centers Broadway Center is a

designated San Diego County Cool Zone. Seniors
can come to our center for meals, activities and to
sociaize with friends. Seniors are also able to visit a
nurse and/or mental health professional, attain
affordable housing and have access to socia services.

The Broadway Center is located at 925 Broadway,
San Diego, CA 92101. The center is within walking
distance to the bus and trolley. For more information,
cal (619) 235-6572 or vist http://www.servingseniors.org.

Tips to Stay Cool
» Gotoacool zone site on hot days.

» Slow down —do any physical activities during the
coolest part of the day, usually between 4-7 am.

» Stay indoors as much as possible. If air
conditioning is not being used, stay on the lowest
floor. Keep shades down and blinds closed, but
windows dlightly open.

Electric fans do not cool the air, but they do help
sweat evaporate, which cools your body.

Take cool baths or showers.
Avoid using the oven.
Air out hot cars before getting into them.

Wear lightweight, loose-fitting, light-colored
clothing. Light colors will reflect away some of the
sun’s heat.

» Drink more fluids than usual even
if you do not feel thirsty. Water is
the safest liquid to drink during
heat emergencies. Avoid drinks
with alcohol or caffeine because
they increase the heat’ s effects on
your body.

» Eat small meals and eat more often.
Avoid foodsthat are high in
protein because they increase
metabolic heat.

» If you take diuretics, ask your
physician about alower dosage during
hot weather. ;¢

Y

YV V V V

MONARCH
SCHOOL

T oday there are more than 2,200 homeless children
in San Diego. Monarch School works closely with
the community and the San Diego County Office of
Education to provide an accredited education to
homeless and at-risk kids while caring for their basic
needs such as hedth care, food, clothing and
personal hygiene.

Upcoming Events

Do the RED Shoe Shuffle

he metro office of Keller

Williams Realty invites you to

make a difference in the lives of

Monarch School’s homeless students by joining them
for thefirst ever Red Shoe Shuffle 5K Walk.

The walk begins in Marina Park and follows the
beautiful Embarcadero in downtown San Diego. It will
be followed by a health and lifestyle
expo. Musical entertainment will be roq
provided by the Steel Monarchs — % ﬁ
Monarch School’s talented steel
drum band .|'I'..|'|='ili;] VT \:'I'IF!.'.II"I'

Come join the fun on Sunday, August 12th
beginning a 8:00 am. in Marina Park. The cost to
enter is $25 — the cause is pricelessl For more
information, visit www.redshoeshuffle.com.

Mark Your Calendar — Reserve Your Seat!

2008

Diamond in the Rough Gala
Coming January 19, 2008

he headliner for the 2008 “Diamond in the Rough

Gaa’ at the Manchester Grand Hyatt will be the
incomparable Natalie Cole! The earlier you reserve
your seat, the closer to the stage you will be!

Monarch School is the sole beneficiary of this
fabulous evening event! For reservations, sponsorshlp
information, or to donate auction items, i
contact Paula Kelly at (619) 685-8242, “‘5’%’
Ext. 227, or visit the Monarch School Web i& 3 £
site at www.monarchschools.org. ;£ ﬁ'*’_ “
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