Appendix F

Page 1 of 4
Impact of Reforms on Prior Years
SB 228: Medical Fee Schedules
Based on WCIRB Actuarial Committee 12/1/05
All Dollars in Millions
WCIRB Pure Premium Active Insurers All Insurers
Medical Savings due to SB228 Medical Savings due to SB228
Inactive All % Inactive/ WCIRB WCIRB WCIRB WCIRB WCIRB WCIRB
Year Insurers Insurers Total 3Q05 5/19/2004 5/19/2004 3Q05 5/19/2004 5/19/2004
02 H-3)1 G)11-(3)] (6)11-(3)]
@) (2 (©)] 4 ©)] (6) (1) (8 ©)
1976 25% 4 3 3
1977 25% 4 4 4 5 5 5
1978 25% 4 3 3 6 4 4
1979 25% 5 5 5 6 7 7
1980 25% 6 5 5 8 7 7
1981 25% 8 7 7 10 10 10
1982 25% 8 7 7 10 9 9
1983 25% 9 8 8 12 11 11
1984 25% 13 12 12 17 16 16
1985 25% 17 14 14 23 19 19
1986 25% 19 18 18 25 24 24
1987 25% 25 22 22 34 30 30
1988 25% 25 26 26 33 35 35
1989 25% 35 35 35 47 46 46
1990 25% 38 41 41 51 55 55
1991 25% 49 43 43 65 57 57
1992 25% 36 36 36 47 48 48
1993 25% 38 32 32 50 42 42
1994 25% 40 33 33 54 44 44
1995 25% 47 41 41 62 54 54
1996 27% 53 52 48 73 71 66
1997 28% 72 70 65 100 97 91
1998 30% 110 103 98 157 147 141
1999 2,754 8,685 32% 147 138 129 216 203 188
2000 2,509 11,564 22% 207 207 194 264 264 247
2001 1,281 12,913 10% 342 347 327 380 385 363
2002 936 14,307 % 441 488 461 471 522 493
2003 282 16,900 2% 522 728 610 531 741 621
2004 0% 440 - - 440 - -
2003 & Prior 7,762 64,369 2,320 2,528 2,326 2,760 2,957 2,735
(1),(2) Payroll times WCIRB pure premium rate: Provided by WCIRB
(4) Page 2
(5) Page3
(6) Page 4
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Page 2 of 4
IMPACT OF REFORMS ON PRIOR YEARS
SB 228: MEDICAL FEE SCHEDULES
BASED ON WCIRB ACTUARIAL COMMITTEE 12/1/05
(ALL DOLLARS IN MILLIONS)
Reported by Insurancy Companies to WCIRB

Adjusted #1  Adjusted #1 Amount  Adjusted Savings

Actual Paid Paid of Paid Paid  Adjusted #1  Adjusted #2 Medical

Earned Paid Medical Medical Medical Medical Ultimate Ultimate due to

Year Premium Medical Loss Ratio Losses Adjustment LDF Medical Medical SB228
(1)x(3) @-@4) @x@6)  (NN1-9.4%]  (8)-(N-(5)

(€] @ 3 ) (©) 6) ) 8 ©)

1976 989 306 0.281 278 28 1.092 303 335 4
1977 1,299 323 0.226 294 30 1.101 323 357 4
1978 1,536 350 0.207 318 33 1.112 353 390 4
1979 1,646 400 0.220 362 38 1.122 406 448 5
1980 1,785 433 0.220 393 40 1.130 444 490 6
1981 1,836 485 0.240 441 44 1.138 501 553 8
1982 1,753 502 0.260 456 47 1.147 523 577 8
1983 2,029 597 0.267 542 56 1.155 626 691 9
1984 2,365 755 0.290 686 70 1.160 796 878 13
1985 2,795 939 0.305 853 86 1.166 994 1,097 17
1986 3,560 1,091 0.278 990 101 1.171 1,159 1,279 19
1987 4,487 1,289 0.261 1,171 118 1.178 1,380 1,523 25
1988 5,272 1,485 0.255 1,344 141 1.186 1,594 1,760 25
1989 5,793 1,723 0.270 1,564 159 1.193 1,866 2,059 35
1990 5,924 2,008 0.307 1,819 189 1.203 2,188 2,415 38
1991 6,119 2,155 0.320 1,958 197 1.210 2,369 2,615 49
1992 5,976 1,694 0.257 1,536 159 1.218 1,871 2,065 36
1993 6,316 1,444 0.208 1,314 130 1.234 1,621 1,789 38
1994 5,442 1,331 0.223 1,214 118 1.254 1,522 1,680 40
1995 4,070 1,402 0.314 1,278 123 1.282 1,638 1,808 47
1996 4,019 1,527 0.346 1,390 137 1.317 1,831 2,021 53
1997 4,349 1,750 0.367 1,596 154 1.360 2,171 2,396 72
1998 4,685 2,174 0.425 1,991 183 1.416 2,819 3,112 110
1999 4,943 2,410 0.448 2,214 196 1.494 3,308 3,651 147
2000 6,673 2,804 0.387 2,582 222 1.600 4,132 4,561 207
2001 10,213 3,473 0.316 3,227 245 1.755 5,664 6,251 342
2002 13,544 3,287 0.228 3,088 199 1.995 6,161 6,800 441
2003 19,684 2,435 0.120 2,362 73 2.426 5,730 6,325 522
2004 23,040 1,252 0.054 1,244 7 3.469 4,316 4,764 440
2003&Prior 139,099 40,572 37,259 3,313 54,293 59,927 2,320
2004 & Prior 162,139 41,824 38,503 3,320 58,609 64,690 2,761

@
Premium Reported by Insurance Companies: WCIRB Actuarial Committee Meeting Agenda, 12/1/05, Exhibit 1, Page 111-A-2

(2) Payments Reported by Insurance Companies 9/30/05: WCIRB Actuarial Committee Meeting Agenda, 12/1/05, Exhibit 1, Page 111-
A-2

(3) Payments / Premium (Adjusted so that pre-1/1/04 payments restated to SB228 changes)
WCIRB Actuarial Committee Meeting Agenda, 12/1/05, Exhibit 1, Page I11-A-7

(4) Payments Adjusted so that pre-1/1/04 payments restated to SB228 changes

(6) WCIRB Actuarial Committee Meeting Agenda, 12/1/05, Exhibit 1, Page 111-A-7

(7) Adjusted Ultimate Loss #1: Adjusted as if SB228 had always been in effect, even prior to 1/04

(8) Adjusted Ultimate Loss #2: Adjusted as if SB228 had never been in effect

(9) 9.4% from WCIRB Actuarial Committee Meeting Agenda, 12/1/05, Exhibit 1, Page 111-A-6
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IMPACT OF REFORMS ON PRIOR YEARS
SB 228: MEDICAL FEE SCHEDULES
BASED ON WCIRB ACTUARIAL COMMITTEE 12/1/05
(ALL DOLLARS IN MILLIONS)
LOW LOSS SAVINGS SCENARIO
Initial Revised
Reported WCIRB Repeal WCIRB Repeal
Earned Paid Ultimate of PTP Medical Ultimate of PTP Medical Total
Premium 12/03 12/03 Presump. Fees 12/03  Presump. Fees

Ratio Ratio Ratio Ratio Ratio Dollars Dollars Dollars
D)x(4) (D)x(3) (1)x(6)
1) 2) 3 “4) 5) (6) @) (8) )

1974 652 0.343 0.373 - (0.003) 0.370

1975 782 0.321 0.353 - (0.003) 0.350
1976 989 0.308 0.341 - (0.003) 0.338 - 3) ?3)
1977 1,299 0.242 0.271 - (0.003) 0.268 - (4) 4)
1978 1,536 0.221 0.249 - (0.002) 0.247 - 3) 3)
1979 1,646 0.239 0.272 - (0.003) 0.269 - (5) (5)
1980 1,785 0.237 0.272 - (0.003) 0.269 - (5) 5)
1981 1,836 0.260 0.301 - (0.004) 0.297 - (7) 7)
1982 1,753 0.285 0.332 - (0.004) 0.328 - (7) @)
1983 2,029 0.293 0.344 - (0.004) 0.340 - (8) (8)
1984 2,365 0.316 0.373 - (0.005) 0.368 - (12) (12)
1985 2,795 0.330 0.392 - (0.005) 0.387 - (14) (14)
1986 3,560 0.302 0.361 - (0.005) 0.356 - (28) (18)
1987 4,487 0.284 0.341 - (0.005) 0.336 - (22) (22)
1988 5,272 0.278 0.337 - (0.005) 0.332 - (26) (26)
1989 5,793 0.292 0.356 - (0.006) 0.350 - (35) (35)
1990 5,924 0.336 0.413 - (0.007) 0.406 - (41) (41)
1991 6,119 0.347 0.430 - (0.007) 0.423 - (43) (43)
1992 5,976 0.278 0.348 - (0.006) 0.342 - (36) (36)
1993 6,316 0.223 0.283 - (0.005) 0.278 - (32) (32)
1994 5,442 0.239 0.311 (0.001) (0.006) 0.304 5) (33) (38)
1995 4,070 0.330 0.444 (0.002) (0.010) 0.432 (8) (41) (49)
1996 4,019 0.360 0.504 (0.004) (0.013) 0.487 (16) (52) (68)
1997 4,349 0.375 0.555 (0.006) (0.016) 0.533 (26) (70) (96)
1998 4,685 0.420 0.667 (0.010) (0.022) 0.635 (47) (103) (150)
1999 4,943 0.421 0.739 (0.014) (0.028) 0.697 (69) (138) (208)
2000 6,673 0.347 0.700 (0.018) (0.031) 0.651 (120) (207) (327)
2001 10,213 0.260 0.653 (0.022) (0.034) 0.597 (225) (347) (572)
2002 13,544 0.150 0.570 (0.028) (0.036) 0.506 (379) (488) (867)
2003 19,684 0.038 0.429 - (0.037) 0.392 - (728) (728)

(896) (2,528) (3,424)

(1) Premium Reported by Insurance Companies: WCIRB Actuarial Committee Meeting Agenda, 12/1/05

1976-2003: WCIRB Actuarial Committee Meeting Agenda, 12/1/05, Ex. 1, Page 11-A-2
1974-1976: WCIRB Actuarial Committee Meeting Agenda, 6/24/04, Exh. 9, Sheet 1, Page 1V-18

(2)-(6) WCIRB Actuarial Committee Meeting Agenda (5/19/04) for meeting on 5/26/04, Exhibit 1, Sheet 1
(4) Reflects 50% reduction in medical trend, excludes impact on utilization
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SB 228: Medical Fee Schedules, Repeal of Presumption of Correctness of Primary Treating Physician
Based on WCIRB Actuarial Committee 5/26/04

Impact of Reforms on Prior Years

High Loss Savings Scenario

All Dollars in Millions

Initial Revised
Reported WCIRB Repeal WCIRB Repeal
Paid Ultimate of PTP Medical Ultimate of PTP Medical
Earned 12/03 12/03 Presump. Fees 12/03 Presump. Fees Total

Premium Ratio Ratio Ratio Ratio Ratio Dollars Dollars Dollars
Ox@  @OxG) @6
1) (2) 3) (4) () (6) (7) (8) 9)

1974 652 0.343 0.373 - (0.003) 0.370

1975 782 0.321 0.353 - (0.003) 0.350
1976 989 0.308 0.341 - (0.003) 0.338 - ?3) (©))
1977 1,299 0.242 0.271 - (0.003) 0.268 - (4) (4)
1978 1,536 0.221 0.249 - (0.002) 0.247 - 3 3
1979 1,646 0.239 0.272 - (0.003) 0.269 - (5) (5)
1980 1,785 0.237 0.272 - (0.003) 0.269 - (5) (5)
1981 1,836 0.260 0.301 - (0.004) 0.297 - @) @)
1982 1,753 0.285 0.332 - (0.004) 0.328 - @) @)
1983 2,029 0.293 0.344 - (0.004) 0.340 - (8) (8)
1984 2,365 0.316 0.373 - (0.005) 0.368 - (12) (12)
1985 2,795 0.330 0.392 - (0.005) 0.387 - (14) (14)
1986 3,560 0.302 0.361 - (0.005) 0.356 - (18) (18)
1987 4,487 0.284 0.341 - (0.005) 0.336 - (22) (22)
1988 5,272 0.278 0.337 - (0.005) 0.332 - (26) (26)
1989 5,793 0.292 0.356 - (0.006) 0.350 - (35) (35)
1990 5,924 0.336 0.413 - (0.007) 0.406 - (41) (41)
1991 6,119 0.347 0.430 0.001 (0.007) 0.424 6 (43) (37)
1992 5,976 0.278 0.348 - (0.006) 0.342 - (36) (36)
1993 6,316 0.223 0.283 - (0.005) 0.278 - (32) (32)
1994 5,442 0.239 0.311 (0.002) (0.006) 0.303 (11) (33) (44)
1995 4,070 0.330 0.444 (0.005) (0.010) 0.429 (20) (41) (61)
1996 4,019 0.360 0.504 (0.008) (0.012) 0.484 (32) (48) (80)
1997 4,349 0.375 0.555 (0.013) (0.015) 0.527 (57) (65) (122)
1998 4,685 0.420 0.667 (0.020) (0.021) 0.626 (94) (98) (192)
1999 4,943 0.421 0.739 (0.029) (0.026) 0.684 (143) (129) (272)
2000 6,673 0.347 0.700 (0.037) (0.029) 0.634 (247) (194) (440)
2001 10,213 0.260 0.653 (0.046) (0.032) 0.575 (470) (327) (797)
2002 13,544 0.150 0.570 (0.058) (0.034) 0.478 (786) (461) (1,246)
2003 19,684 0.038 0.429 (0.061) (0.031) 0.337 (1,201) (610) (1,811)
(3,054) (2,326) (5,380)

(1) Premium Reported by Insurance Companies: WCIRB Actuarial Committee Meeting Agenda, 12/1/05

1976-2003: WCIRB Actuarial Committee Meeting Agenda, 12/1/05, Ex. 1, Page I11-A-2
1974-1976: WCIRB Actuarial Committee Meeting Agenda, 6/24/04, Exh. 9, Sheet 1, Page 1V-18

(2)-(6) WCIRB Actuarial Committee Meeting Agenda (5/19/04) for meeting on 5/26/04, Exhibit 1, Sheet 1
(4) Reflects partial repeal of primary treating physician presumption, adoption of medical utilization standards,

second opinions for spinal surgeries, restrictions on outpatient self-referrals, and
medical fraud reporting protocols

THE STATE OF CALIFORNIA, DEPARTMENT OF INDUSTRIAL RELATIONS
A STUDY OF THE EFFECTS OF LEGISLATIVE REFORMS ON WORKERS' COMPENSATION INSURANCE RATES




