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Disposition
Disposition Date: 11/04/2020
Effective Date (New): 01/01/2021
Effective Date (Renewal): 01/01/2021
Status: REVIEWED

Comment: Thank you for your filing submission. At this point in time, I do not have any further questions and am concluding my review of this filing. Please note that the
closure of this filing does not constitute an approval by the Department and does not mean the Department is precluded from initiating future inquiries or from taking
further administrative or legal action. Ultimately, the insurance company is responsible for ensuring it is in compliance with Missouri insurance law through its
administration of insurance policies and handling of claims.
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Supporting Document Response to Objection REVIEWED Yes
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Objection Letter
Objection Letter Status PENDING INDUSTRY RESPONSE
Objection Letter Date 10/20/2020
Submitted Date 10/20/2020
Respond By Date 10/27/2020

     Dear Carla Townsend,
     Introduction:
          Thank you for your response to our previous inquiry.  Upon review of the information provided, the following concerns remain:

     Objection 1
          Comments: Please  explain  why  the  Average  Ultimate  AOE Ratios provided  in  the response to the objection datedOctober
13, 2020donot equal the AOE ratios in Exhibit II on page 43 of the filing.

     Conclusion:
          Please respond to this letter by the above date.  This submission will be held in suspense pending your response.  Feel free to
contact me at Patrick.Lennon@insurance.mo.gov should you have any questions or concerns.
     Sincerely,
     Patrick Lennon
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Objection Letter
Objection Letter Status PENDING INDUSTRY RESPONSE
Objection Letter Date 10/13/2020
Submitted Date 10/13/2020
Respond By Date 10/20/2020

     Dear Carla Townsend,
     Introduction:
          Thank you for your response to our previous inquiry.  Upon review of the information provided, the following concerns remain:

     Objection 1
          Comments: Exhibit II section B Page 43 of 98: Please provide the underlying data and analysis used to determine the Missouri
Selected AOE provision of 9.1%. This would include the data and calculations used to determine the provision for the Missouri state
fund that was weighted with countrywide private carrier AOE provision.

     Conclusion:
          Please respond to this letter by the above date.  This submission will be held in suspense pending your response.  Feel free to
contact me at Patrick.Lennon@insurance.mo.gov should you have any questions or concerns.
     Sincerely,
     Patrick Lennon
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Objection Letter
Objection Letter Status PENDING INDUSTRY RESPONSE
Objection Letter Date 09/28/2020
Submitted Date 09/28/2020
Respond By Date 10/05/2020

     Dear Carla Townsend,
     Introduction:
          Thank you for your submission of this filing. Upon review, areas of concern for Missouri insurance regulatory guidelines were
found. Please address the following objections and respond by the date above.

     Objection 1
          Comments: Have any of the data sources used in determining the Missouri Advisory Loss Costs and Rating Values Filing
changed since the previous filing? For example, using data from a different data call to develop expenses.

     Objection 2
          Comments: Please provide the estimated overall impact for each change in methodology from the previous filing.

     Objection 3
          Comments: Page 27 of 98: Please provide the updated calculation for the terrorism advisory lost cost if any of the underlying
assumptions and/or data have changed.

     Objection 4
          Comments: Please provide loss development triangles with at least 10 diagonals for both the voluntary and assigned risk
markets separated by indemnity, medical, and DCCE for the past 19 years. In the prior year, this was submitted as NCCI response to
ATSI Interrogatories for MO 1-1-2020.xlsx. An updated version of this file will suffice for these purposes.

     Objection 5
          Comments: Please explain your reasoning and provide detailed support for using a 2-year average of the paid LDFs in this
filing when last year a 3-year average was used.

     Objection 6
          Comments: Please provide an Excel file with the specific calculations used to determine Appendix A-II, Section G, column (6).

     Objection 7
          Comments: Please provide an excel file spreadsheet with the specific calculations that provide the derivation of the 0.859
factor in Appendix A-II, Section H, line 2.

     Objection 8
          Comments: Exhibit II Section B Page 43 of 98:
a) Please provide in excel an additional 5 years of Countrywide AOE Ultimate AOE Ratios.
b) Please provide the underlying data and calculations to bring AOE to an ultimate level including the development factors, AOE,
losses, and any other values used to determine the Ultimate AOE ratios.
c) Please provide the Ultimate AOE Ratios for MO only data.
d) Please provide your reasoning and support for the selected Countrywide AOE ratio of 8.9% when all other accident years aside
from 2019 are below 8.9%.
e) Please provide the underlying data and calculations for the MO Selected AOE ratio.

     Objection 9
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          Comments: Page 45 of 98: Exhibit II Section E: Please explain the rationale of only using the average of 2 years to select the
DCCE loss development factor. Why werent more years considered or a geometric average?

     Objection 10
          Comments: Page 44 of 98: Exhibit II Section C: Please provide an excel file that expands this section to include years 2009
through 2013.

     Objection 11
          Comments: Page 44 of 98: Companies that did not report AOE may be including expenses typically considered to be AOE in
DCCE expenses, potentially inflating the
DCCE provision for the same reasons that this error would reduce the AOE provision. Were companies that did not report AOE
excluded from the calculation of the DCCE provision as well? If not, please provide a revised DCCE provision excluding DCCE and
losses from companies that did not report AOE.

     Objection 12
          Comments: Appendix A-IV Section I Page 62 of 98: Please show the calculations underlying the factors in Col (4) and Col (5).

     Objection 13
          Comments: Appendix B-I Section I Page 65 of 98: Please provide underlying data and calculations for how the Likely-to-
Develop and Not-Likely-to-Develop columns are calculated.

     Objection 14
          Comments: Page 61 of 98 (Appendix A-III). Provide the underlying data, fits, assumptions, calculations, selections and
rationale of the selection of the indemnity and medical trend factors. Please include an update of the excel file provided last year
entitled Supplemental Loss Development and Trend Information. Please include fifteen years of information including:
 Lost-Time claim frequency and severity based on data in excess of wage inflation
 Claim counts
 Premium
 Limited indemnity losses
 Limited medical losses

     Objection 15
          Comments: Please provide the indication as of 1/1/2021 if all assigned risk experience was excluded. Please provide these
calculations in an excel file and include all the underlying components that will change because they are based on only voluntary
experience, such as loss development, trend, LAE, etc.

     Objection 16
          Comments: Page 72 of 98 (Appendix B-II). Please explain how these impacts are not having a disparate effect on classes with
low loss costs. For example, a company with a loss cost of $0.05 would never decrease for several of the industry groups since the
cap from below is less than 20%.

     Objection 17
          Comments: Please provide any updates on class ratemaking research, status and results, or stability performance results on
tests of the performance of the recently implemented small class ratemaking project intended to address the stability of the small
classes.

     Objection 18
          Comments: Please provide an Excel file with seven columns of information. The first column should be the class code, the
second column should be the exposures by class code, the third column should be the current advisory loss cost, the fourth column
should be the proposed advisory loss cost by class code and the last three columns should be the percentage loss cost changes
effective 2021, 2020, and 2019 by class code. Include totals in columns 4, 5 and 6 and please exclude discontinued classes.
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     Objection 19
          Comments: Please confirm that the indication provided in Exhibit I is an indication for the voluntary market but that the data
upon which it is based is on combined voluntary and assigned risk plan losses. If not, please explain. Please confirm that although
the voluntary indications are based on combined voluntary and assigned risk plan data, that you are not providing loss costs or rates
for the assigned risk market.

     Conclusion:
          Please respond to this letter by the above date.  This submission will be held in suspense pending your response.  Feel free to
contact me at Patrick.Lennon@insurance.mo.gov should you have any questions or concerns.
     Sincerely,
     Patrick Lennon
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Response Letter
Response Letter Status Submitted to State
Response Letter Date 10/20/2020
Submitted Date 10/20/2020

     Dear Patrick Lennon,
     Introduction:
          Hello

     Response 1
          Comments:
               Response is in supporting doc

     Related Objection 1
          Comments:  Please  explain  why  the  Average  Ultimate  AOE Ratios provided  in  the response to the objection datedOctober 13, 2020donot equal the AOE ratios in
Exhibit II on page 43 of the filing.

     Changed Items:

Supporting Document Schedule Item Changes
Satisfied - Item: Response to Objection
Comments:
Attachment(s): NCCI_Response_to_the_Missouri_DCI_Request_dated_102020.pdf

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.
     Conclusion:
          Thank you
     Sincerely,
     Frank Gnolfo
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Response Letter
Response Letter Status Submitted to State
Response Letter Date 10/15/2020
Submitted Date 10/15/2020

     Dear Patrick Lennon,
     Introduction:
          Hello

     Response 1
          Comments:
               Please see response to objection in supporting docs

     Related Objection 1
          Comments:  Exhibit II section B Page 43 of 98: Please provide the underlying data and analysis used to determine the Missouri Selected AOE provision of 9.1%. This
would include the data and calculations used to determine the provision for the Missouri state fund that was weighted with countrywide private carrier AOE provision.

     Changed Items:

Supporting Document Schedule Item Changes
Satisfied - Item: Response to Objection
Comments:
Attachment(s): NCCI_Responses_to_the_Missouri_DCI_Requests_dated_101320.pdf

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.
     Conclusion:
          Thank you
     Sincerely,
     Frank Gnolfo
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Response Letter
Response Letter Status Submitted to State
Response Letter Date 10/05/2020
Submitted Date 10/05/2020

     Dear Patrick Lennon,
     Introduction:
          Hello

     Response 1
          Comments:
               Response is in supporting doc folder

     Related Objection 1
          Comments:  Have any of the data sources used in determining the Missouri Advisory Loss Costs and Rating Values Filing changed since the previous filing? For
example, using data from a different data call to develop expenses.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 2
          Comments:
               Response is in supporting doc folder

     Related Objection 2
          Comments:  Please provide the estimated overall impact for each change in methodology from the previous filing.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.
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          No Rate/Rule Schedule items changed.

     Response 3
          Comments:
               Response is in supporting doc folder

     Related Objection 3
          Comments:  Page 27 of 98: Please provide the updated calculation for the terrorism advisory lost cost if any of the underlying assumptions and/or data have changed.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 4
          Comments:
               Response is in supporting doc folder

     Related Objection 4
          Comments:  Please provide loss development triangles with at least 10 diagonals for both the voluntary and assigned risk markets separated by indemnity, medical, and
DCCE for the past 19 years. In the prior year, this was submitted as NCCI response to ATSI Interrogatories for MO 1-1-2020.xlsx. An updated version of this file will suffice for
these purposes.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 5
          Comments:
               Response is in supporting doc folder

     Related Objection 5
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          Comments:  Please explain your reasoning and provide detailed support for using a 2-year average of the paid LDFs in this filing when last year a 3-year average was
used.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 6
          Comments:
               Response is in supporting doc folder

     Related Objection 6
          Comments:  Please provide an Excel file with the specific calculations used to determine Appendix A-II, Section G, column (6).

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 7
          Comments:
               Response is in supporting doc folder

     Related Objection 7
          Comments:  Please provide an excel file spreadsheet with the specific calculations that provide the derivation of the 0.859 factor in Appendix A-II, Section H, line 2.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.
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     Response 8
          Comments:
               Response is in supporting doc folder

     Related Objection 8
          Comments:  Exhibit II Section B Page 43 of 98:
a) Please provide in excel an additional 5 years of Countrywide AOE Ultimate AOE Ratios.
b) Please provide the underlying data and calculations to bring AOE to an ultimate level including the development factors, AOE, losses, and any other values used to determine
the Ultimate AOE ratios.
c) Please provide the Ultimate AOE Ratios for MO only data.
d) Please provide your reasoning and support for the selected Countrywide AOE ratio of 8.9% when all other accident years aside from 2019 are below 8.9%.
e) Please provide the underlying data and calculations for the MO Selected AOE ratio.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 9
          Comments:
               Response is in supporting doc folder

     Related Objection 9
          Comments:  Page 45 of 98: Exhibit II Section E: Please explain the rationale of only using the average of 2 years to select the DCCE loss development factor. Why
werent more years considered or a geometric average?

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 10
          Comments:
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               Response is in supporting doc folder

     Related Objection 10
          Comments:  Page 44 of 98: Exhibit II Section C: Please provide an excel file that expands this section to include years 2009 through 2013.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 11
          Comments:
               Response is in supporting doc folder

     Related Objection 11
          Comments:  Page 44 of 98: Companies that did not report AOE may be including expenses typically considered to be AOE in DCCE expenses, potentially inflating the
DCCE provision for the same reasons that this error would reduce the AOE provision. Were companies that did not report AOE excluded from the calculation of the DCCE
provision as well? If not, please provide a revised DCCE provision excluding DCCE and losses from companies that did not report AOE.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 12
          Comments:
               Response is in supporting doc folder

     Related Objection 12
          Comments:  Appendix A-IV Section I Page 62 of 98: Please show the calculations underlying the factors in Col (4) and Col (5).

     Changed Items:

          No Supporting Documents changed.
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          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 13
          Comments:
               Response is in supporting doc folder

     Related Objection 13
          Comments:  Appendix B-I Section I Page 65 of 98: Please provide underlying data and calculations for how the Likely-to-Develop and Not-Likely-to-Develop columns are
calculated.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 14
          Comments:
               Response is in supporting doc folder

     Related Objection 14
          Comments:  Page 61 of 98 (Appendix A-III). Provide the underlying data, fits, assumptions, calculations, selections and rationale of the selection of the indemnity and
medical trend factors. Please include an update of the excel file provided last year entitled Supplemental Loss Development and Trend Information. Please include fifteen years
of information including:
 Lost-Time claim frequency and severity based on data in excess of wage inflation
 Claim counts
 Premium
 Limited indemnity losses
 Limited medical losses

     Changed Items:

          No Supporting Documents changed.
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          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 15
          Comments:
               Response is in supporting doc folder

     Related Objection 15
          Comments:  Please provide the indication as of 1/1/2021 if all assigned risk experience was excluded. Please provide these calculations in an excel file and include all the
underlying components that will change because they are based on only voluntary experience, such as loss development, trend, LAE, etc.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 16
          Comments:
               Response is in supporting doc folder

     Related Objection 16
          Comments:  Page 72 of 98 (Appendix B-II). Please explain how these impacts are not having a disparate effect on classes with low loss costs. For example, a company
with a loss cost of $0.05 would never decrease for several of the industry groups since the cap from below is less than 20%.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 17
          Comments:
               Response is in supporting doc folder
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     Related Objection 17
          Comments:  Please provide any updates on class ratemaking research, status and results, or stability performance results on tests of the performance of the recently
implemented small class ratemaking project intended to address the stability of the small classes.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 18
          Comments:
               Response is in supporting doc folder

     Related Objection 18
          Comments:  Please provide an Excel file with seven columns of information. The first column should be the class code, the second column should be the exposures by
class code, the third column should be the current advisory loss cost, the fourth column should be the proposed advisory loss cost by class code and the last three columns
should be the percentage loss cost changes effective 2021, 2020, and 2019 by class code. Include totals in columns 4, 5 and 6 and please exclude discontinued classes.

     Changed Items:

          No Supporting Documents changed.

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.

     Response 19
          Comments:
               Response is in supporting doc folder

     Related Objection 19
          Comments:  Please confirm that the indication provided in Exhibit I is an indication for the voluntary market but that the data upon which it is based is on combined
voluntary and assigned risk plan losses. If not, please explain. Please confirm that although the voluntary indications are based on combined voluntary and assigned risk plan
data, that you are not providing loss costs or rates for the assigned risk market.

     Changed Items:
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Supporting Document Schedule Item Changes
Satisfied - Item: Response to Objection
Comments:
Attachment(s): NCCI_Responses_to_the_Missouri_DCI_Requests_dated_092820.pdf

NCCI_Responses_to_the_Missouri_DCI_Requests_dated_092820_Attachments.zip

          No Form Schedule items changed.

          No Rate/Rule Schedule items changed.
     Conclusion:
          TThank you
     Sincerely,
     Frank Gnolfo
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NCCI Inc 1.000% 0.000% $0 0 $0 22.000% -21.000%
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 As a result of Item B-1439, effective January 1, 2021: 
− Class Codes 2683 and 2501 are combined to reflect the first year of a two-year 

transition program.  In the second year of the transition, Class Code 2683 will be 
discontinued. 

− Class Codes 3240 and 3257 are combined to reflect the first year of a two-year 
transition program.  In the second year of the transition, Class Code 3240 will be 
discontinued. 

 
 As a result of Item R-1418, the retrospective rating plan parameters were updated. 

 
I hereby certify that I am familiar with Missouri’s insurance laws, rules, and regulations, and to the 
best of my knowledge, information, and belief, this filing complies in all respects to such laws, rules, 
and regulations. This filing is made on behalf of the members and subscribers of the National 
Council on Compensation Insurance, Inc., who are writing or will write workers compensation 
insurance in Missouri. 
 
This filing is made exclusively on behalf of the companies that have given valid consideration for the 
express purpose of fulfilling regulatory rate or pure premium filing requirements and other private 
use of this information. 
 
In the enclosed is a list of companies, which as of the time this filing is submitted, are eligible to 
reference this information. The inclusion of a company on this list merely indicates that the 
company, or the group to which it belongs, is affiliated with NCCI in this state, or has licensed this 
information as a non-affiliate, and is not intended to indicate whether the company is currently 
writing business or is even licensed to write business in this state. 
 
Please contact me if you have any questions or need further information. 
 

Sincerely,  

National Council on Compensation Insurance, Inc. 
 

 

Carla Townsend 
State Relations Executive 



 

 

 

 

 

 
 Copyright 2020 National Council on Compensation Insurance, Inc.  All Rights Reserved. 

 
 
These materials are comprised of NCCI actuarial judgment and proprietary and confidential 
information which are valuable assets of NCCI and are protected by copyright and other 
intellectual property laws.  Any persons in the legal possession of these materials are required to 
maintain them in the strictest confidence and shall implement sufficient safeguards to protect the 
confidentiality of such materials in the same respect as it protects its own intellectual property. 
NCCI will seek appropriate legal remedies for any unauthorized use, sale, reproduction, 
distribution, preparation of derivative works, or transfer of this material, or any part thereof in any 
media. Authorized uses of these materials are governed by one or more agreements between 
NCCI and an end user.  Unless expressly authorized by NCCI, you may not copy, create derivative 
works (by way of example, create or supplement your own works, or other materials), display, 
perform, or use the materials, in whole or in part, in any media and in any manner including posting 
to a web site.    
 
NCCI MAKES NO REPRESENTATIONS OR WARRANTIES RELATING TO THESE 
MATERIALS, INCLUDING ANY EXPRESS, STATUTORY OR IMPLIED WARRANTIES 
INCLUDING THE IMPLIED WARRANTY OF MERCHANTABILITY AND FITNESS FOR A 
PARTICULAR PURPOSE. ADDITIONALLY, AUTHORIZED END USERS ASSUME 
RESPONSIBILITY FOR THE USE OF, AND FOR ANY AND ALL RESULTS DERIVED OR 
OBTAINED THROUGH THE USE OF SUCH MATERIALS. 
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Actuarial Certification

I, Jay Rosen, am a Practice Leader and Senior Actuary for the National Council on 
Compensation Insurance, Inc. I am a Fellow of the Casualty Actuarial Society and a member of 
the American Academy of Actuaries, and I meet the Qualification Standards of the American 
Academy of Actuaries to provide the actuarial report contained herein.

The information contained in this report has been prepared under my direction in accordance 
with applicable Actuarial Standards of Practice as promulgated by the Actuarial Standards 
Board.  The Actuarial Standards Board is vested by the U.S.-based actuarial organizations with 
the responsibility for promulgating Actuarial Standards of Practice for actuaries providing 
professional services in the United States.  Each of these organizations requires its members, 
through its Code of Professional Conduct, to observe the Actuarial Standards of Practice when 
practicing in the United States.

Jay Rosen, FCAS, MAAA
Practice Leader and Senior Actuary
Actuarial and Economic Services
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Disclosures

Purpose of the Report

The purpose of this report is to provide the proposed voluntary loss costs for workers 
compensation policies in Missouri, proposed to be effective January 1, 2021. The intended 
users of this report are: 

The Missouri Department of Insurance, Financial Institutions and Professional 
Registration
Affiliated carriers, for their reference in determining workers compensation rates 

Scope

The prospective loss costs are intended to cover the indemnity and medical benefits provided 
under the system, as well as some of the expenses associated with providing these benefits 
(loss adjustment expenses). They do not, however, contemplate any other costs associated with 
providing workers compensation insurance (such as commissions, taxes, etc.).

Although considered, since the combined impact and direction of all direct and indirect COVID-
19-related forces is unknown, no explicit adjustment for the pandemic has been made in this 
year’s analysis at an overall or individual classification code level.

Each insurance company offering workers compensation insurance in Missouri that uses NCCI 
loss costs may file a loss cost multiplier to be applied to the advisory prospective loss costs in 
order to compute the final workers compensation rates they intend to charge. This multiplier is 
intended to cover the other costs associated with providing workers compensation insurance 
that are not already part of the advisory prospective loss costs.

Data Sources and Dates

The overall average loss cost level change is based on a review of Financial Call Data, which is 
an aggregation of workers compensation data annually reported to NCCI. In this filing, Financial 
Call Data submissions received after June 12, 2020 were not considered for inclusion in the 
analysis. 

The overall average loss cost level change in this filing is based on premium and loss 
experience evaluated as of December 31, 2019. Therefore, the data on which this change is
based does not reflect potential direct or indirect effects of the COVID-19 pandemic.

Loss cost level changes at the classification code level are based on Unit Statistical Plan Data, 
which is the audited exposure, premium and loss information reported to NCCI on a policy level. 
The Unit Statistical Plan Data used in this filing includes policies with expiration dates through 

Page 6



MISSOURI

Advisory Loss Costs and Rating Values Filing – January 1, 2021

Disclosures

June 2019. Therefore, the individual classification code experience does not reflect potential 
direct or indirect effects of the COVID-19 pandemic. In this filing, Unit Statistical Plan Data 
submissions received after June 24, 2020 were not considered for inclusion in the analysis.

In some areas, NCCI’s analysis also relies on other data sources, which are reviewed for 
reasonableness and are referenced in the filing where applicable. 

This filing was prepared as of July 13, 2020. Therefore, events that occurred after this date that 
may have a material impact on workers compensation costs in this jurisdiction have not been 
considered in the analysis. 

NCCI maintains several data reporting initiatives and programs to assist carriers to report data 
and to ensure that the data that is reported to NCCI is complete, accurate, and reported in a 
timely fashion. Occasionally, a carrier’s data submission is not available for use in an NCCI filing 
either because the data was not reported prior to the filing, had quality issues, or NCCI
determined that the data that was reported should not be included in the filing based on NCCI's 
actuarial judgment. In this year’s filing, data for all carriers writing at least one-tenth of one 
percent of the Missouri workers compensation written premium volume have been included in 
the experience period on which this filing is based.

Risks and Uncertainty

This filing includes assumptions and projections concerning the future. As with any prospective 
analysis, there exists estimation uncertainty in these assumptions and projections. Areas of this 
analysis subject to estimation uncertainty that could have a material impact on the final results 
include the following:

Projection of future loss development
Selection of loss ratio trends
Potential impact of changes to laws and/or regulations

In addition, any future changes to workers compensation law or regulations that apply 
retroactively to policies or benefit claims on policies in the proposed effective period may have a 
significant impact on the adequacy of the loss costs proposed in this filing.

The premium and loss experience on which this filing is based does not reflect potential direct or 
indirect effects of the COVID-19 pandemic. At this time, the course of the pandemic remains 
unclear and represents a significant source of uncertainty with respect to estimating workers 
compensation costs that may exist during the proposed loss cost effective period.
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Disclosures

The direct effect of compensable claims resulting from COVID-19 infections may put upward 
pressure on workers compensation costs, as could certain indirect effects. For example, there is 
potential for the weakened labor market to lengthen return-to-work times or adverse loss 
development to occur if the pandemic serves to increase the time to medical treatment for 
injured workers. However, it is possible that various indirect effects may put downward pressure 
on workers compensation costs—such as increased telecommuting, decreased exposure to 
motor vehicle accidents, and an increased focus on worker health and safety. Additional 
COVID-19-related considerations, such as future economic conditions and their corresponding 
impact on the labor market, contribute additional uncertainty when estimating future costs.

After considering direct and indirect pandemic-related factors, it is reasonable to believe they 
will give rise to component changes that may, to some extent, have offsetting impacts on 
workers compensation system costs. Although considered, since the combined impact and 
direction of all direct and indirect COVID-19-related forces is unknown, no explicit adjustment for 
the pandemic has been made in this year’s analysis at an overall or individual classification 
code level.
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Overview of Methodology

Based on its review of the most recently available data, NCCI has proposed an overall average 
workers compensation voluntary market loss cost level change of +1.0% to become effective 
January 1, 2021.

Key Components

Experience, Trend and Benefit Change +0.5%
Change in Loss-Based Expenses +0.5%
Proposed Overall Average Voluntary Loss Cost Level Change +1.0%

Here are some key observations:

The filing is based on premium and loss experience for Policy Years 2017 and 2018. Policy 
Year 2017’s experience is comparatively more favorable than that for Policy Year 2018.

Missouri’s lost-time claim frequency has generally declined when viewed over the most 
recent eight years.

After adjusting to a common wage level, Missouri’s indemnity average cost per case figures 
have been relatively more consistent from year-to-year when compared with those for 
medical.

The proposed average loss cost level changes by industry group are as follows:

Industry Group Average Change
Manufacturing +1.4%
Contracting −1.1%
Office & Clerical +2.3%
Goods & Services +1.7%
Miscellaneous +0.9%
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Overview of Methodology

Aggregate Ratemaking

NCCI’s approach to determining the proposed overall average loss cost level change utilizes 
widely accepted ratemaking methodologies. The approach employed in this filing includes the 
following steps:

The reported historical premium totals are projected to an ultimate basis and adjusted to 
the current pure premium level
The excess loss portion of individual large claims are removed from reported aggregate 
losses, based on a Missouri-specific large loss threshold
The reported historical limited indemnity and medical loss totals are projected to an 
ultimate basis and adjusted to the current benefit level
Ratios of losses to pure premium are projected to the cost levels expected in the loss 
cost effective period
Ultimate, trended, limited losses are adjusted to an unlimited basis with an excess ratio
Proposed benefit level and/or expense changes are applied to the projected cost ratios

The indicated average loss cost level change is calculated for the years in the filing’s experience 
period. If the final projected cost ratios are greater (less) than 1.000, then an increase 
(decrease) in the average loss cost level is indicated.

Class Ratemaking

Once the proposed overall average voluntary loss cost level change has been determined, 
NCCI separately determines loss costs per $100 of payroll for each workers compensation job
classification (class); the loss costs and year-over-year changes vary by class. Three sets of 
pure premiums are combined as part of each class code’s loss cost calculation based on the
volume of available data for that job classification. The three sets of pure premiums are: 

State-specific payroll and loss experience (“indicated”)
Current pure premium adjusted to the proposed level (“present on rate level”)
Countrywide experience adjusted to state conditions (“national”)

Note: The methodology and assumptions used in this filing may not be applicable to or relevant 
for another purpose, including but not limited to NCCI filings in other jurisdictions.

 
 

 

  

Page 12



MISSOURI

Advisory Loss Costs and Rating Values Filing – January 1, 2021

Summary of Selections

The following is a summary of selections underlying the most recent two Missouri voluntary loss
cost filings.

Voluntary Loss Costs
Effective

January 1, 2020
Effective

January 1, 2021

Experience Period Policy Years 2016 and 2017 Policy Years 2017 and 2018

Premium Development Three-year average Three-year average

Basis of Loss Experience Average of Paid and 
Paid+Case losses

Average of Paid and 
Paid+Case losses

Paid Loss Development Three-year average Two-year average

Paid+Case Loss Development Five-year average Five-year average

Tail Factors Selected Selected

Indemnity Annual Loss Ratio Trend Factor 0.980 0.980

Medical Annual Loss Ratio Trend Factor 0.990 0.990

Loss Adjustment Expense Provision 18.7% 19.3%

Base Threshold for Limiting Losses $9,720,476 $9,919,089

Large Loss Excess Ratio 1.1% 1.1%

Classification Swing Limits 
(applied by Industry Group) +/−20% +/−20%
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Selections Underlying the Proposed Changes

Experience and Development

NCCI analyzed the emerging experience of Missouri workers compensation policies in recent 
years. The primary focus of our analysis was on premiums and losses from Policy Years 2017
and 2018 evaluated as of December 31, 2019. The most recently available full policy year is 
2018 since the last policy had an effective date of December 31, 2018 and did not expire until 
December 31, 2019. During this year’s analysis, after reviewing various possible experience 
periods, the use of the two most recently available full policy years of data was selected as most 
appropriate in terms of providing balance between stability and responsiveness.

Different aggregations of loss experience were analyzed in preparation of this filing. These were
(i) paid losses (benefit amounts already paid by insurers on reported claims) and (ii) the sum of 
paid losses plus case reserves (paid losses and the amounts set aside to cover future payments 
on those claims). In this filing, NCCI utilized loss development factors based on each of these 
two loss aggregations. This is consistent with NCCI filings made in the past several years in 
Missouri. Loss development factors are needed since paid losses and case reserve estimates 
on a given claim change over time until the claim is finally closed. The loss development factors 
are based on how paid losses and case reserve estimates changed over time for claims from 
older years. The specific development link ratio selections underlying this filing are shown
below:

A three-year average of historical premium development factors
A two-year average of historical paid loss development factors through a 19th report
A five-year average of historical paid plus case loss development factors through a 19th 
report
Loss development tail factors from a 19th report to ultimate were selected based on a 
review of the ten most recently available factors

The ultimate impact that the COVID-19 pandemic will have on Missouri’s loss development 
factors is unknown. Although considered, since the combined impact and direction of all direct 
and indirect COVID-19-related forces is unknown, no explicit adjustment for the pandemic has 
been made in this year’s analysis.

Trend  

This filing relies primarily on the experience from Policy Years 2017 and 2018. However, the 
proposed loss costs are intended for use with policies with effective dates on and after January
1, 2021. It is necessary to use trend factors that forecast how much the future Missouri workers 
compensation experience will differ from the past. These trend factors measure anticipated 
changes in the amount of indemnity and medical benefits as compared with anticipated changes 
in the amount of workers’ wages. For example, if benefit costs are expected to grow faster than
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Selections Underlying the Proposed Changes

wages, then a trend factor greater than zero is indicated. Conversely, if wages are expected to 
grow faster than benefit costs, then a trend factor less than zero is indicated. While historical 
changes in claim frequency and average cost per case were also reviewed, NCCI applies loss 
ratio trend factors in the determination of the proposed overall average loss cost level change.  

The COVID-19 pandemic is an extraordinary, unprecedented event. At this time, the overall 
impact the COVID-19 pandemic may have on trends is indeterminate. It is reasonable to believe 
COVID-19 will give rise to component changes that may, to some extent, have offsetting 
impacts on system costs. For example,

There could be an increase in the number of compensable workers compensation claims 
arising in occupations with greater potential exposure to the pandemic
There could be a decrease in workers compensation claims due to the increased 
number of employees who are teleworking

Short- and long-term COVID-19-related impacts may also differ. For example,

In the short term, during the COVID-19 pandemic, there may be a reduction in the 
number of physical therapy sessions attended by injured employees and/or a deferral in 
the number of workers compensation-related surgeries that are not deemed to be 
immediately critical
Over the longer term, an increase in these types of services may be expected as the 
current burden on medical-related personnel and facilities is lessened
In economic downturns, workers may forego filing claims for certain injuries to maintain 
active employment as the economy navigates these uncertain times—leading to 
temporary downward pressure on claim frequency

Although considered, since the combined impact and direction of all direct and indirect COVID-
19-related forces is unknown, no explicit adjustment for the pandemic has been made in this 
year’s trend analysis.
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Selections Underlying the Proposed Changes

The following few charts show a measure of the number of workplace injuries (claim frequency) 
and the average cost of each of these injuries (claim severity).

Missouri’s lost-time claim frequency has generally declined since 2011.
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Selections Underlying the Proposed Changes

 

 

As these two charts illustrate, Missouri’s average indemnity cost per case values in excess of 
wage growth have remained relatively consistent over time, while the average medical cost per 
case figures have increased in recent years.
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Selections Underlying the Proposed Changes

Loss ratios result after combining observed changes in Missouri’s average claim frequency with 
corresponding changes in Missouri’s average cost per case.

Based on our analysis this year, we are proposing to maintain the current annual loss ratio trend 
factors of −2.0% for indemnity and −1.0% for medical.
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Selections Underlying the Proposed Changes

Loss-Based Expenses

The proposed loss costs include a provision for loss adjustment expenses (LAE). These are 
expenses associated with the handling of workers compensation claims. LAE is included in the 
loss costs by using a ratio of loss adjustment expense dollars to loss dollars (called the LAE 
provision). In this filing, NCCI is proposing to change the current voluntary LAE provision from 
18.7% to 19.3% of losses.

Additional Proposed Changes

Adjusting and Other Expense (AOE) Provision

Each year, NCCI performs a countrywide analysis to determine an actuarially appropriate AOE 
provision for inclusion in state loss cost/rate filings. The analysis is based on data from NCCI’s 
Call for Loss Adjustment Expense (Financial Call 19). As a result of Third-Party Administrator
(TPA) agreements, some carriers report losses on Call 19 without associated AOE. Beginning 
with this filing, for policies associated with TPA agreements where the AOE is not reported to 
NCCI, the associated losses will be excluded from the AOE analysis so that they do not impact 
the countrywide ultimate AOE ratios. All other aspects of the current AOE methodology remain 
unchanged.
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Part 2      Proposed Values

- Proposed Voluntary Loss Costs and Rating Values 

- Proposed Values for Inclusion in the Experience Rating Plan Manual

- Proposed Values for Inclusion in the Retrospective Rating Plan Manual
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Proposed Voluntary Loss Costs and Rating Values

The following pages include proposed voluntary loss costs and rating values:

Voluntary loss costs, expected loss rates, and d-ratios by class code, along with 
associated footnotes

Note: Please refer to the “Special Classifications” section of the Basic Manual for information on 
state-specific classification phraseology. The “X” footnote, which previously indicated the 
existence of state-special classification phraseology, has been retired from the pages that follow.

Advisory miscellaneous values, such as:

o Advisory loss elimination ratios
o Maximum weekly payroll applicable for select class codes
o Premium determination for Executive Officers, Members of Limited Liability 

Companies, Partner and Sole Proprietors
o Terrorism advisory loss cost
o United States Longshore and Harbor Workers’ Compensation Coverage 

Percentage

Summary description of expected loss rates and d-ratios
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Proposed Voluntary Loss Costs and Rating Values

Summary Description of Expected Loss Rates and D-ratios

An expected loss rate for a classification is used to estimate the expected losses per $100 of 
payroll during the experience rating period for risks within that classification. These expected 
losses are then compared with the actual losses of a risk during the experience rating period to 
determine the experience modification (mod). The actual losses reflect the loss data during the 
experience rating period. Expected losses and actual losses must be at the same level to 
enable an appropriate comparison for purposes of the experience mod calculation. As such, the 
proposed loss costs are adjusted to reflect the average loss levels of the proposed effective 
rating period. This is accomplished through the application of ELR factors to the proposed
underlying pure premiums. These ELR factors, calculated by hazard group (HG), remove the 
effects of items such as loss development, losses in excess of the state accident limit, a portion 
of medical-only losses, benefit changes, trend, and loss-based expenses.

An adjustment is made to the ELR factors so that the resulting ELRs produce an expected 
experience rating off-balance that equals the targeted experience rating off-balance used in the 
calculation of the overall loss cost level change for the state. For the calculation of experience 
mods, the experience rating plan for Missouri uses actual losses net of the deductible 
reimbursement amount reported per the Unit Statistical Reporting Guidebook for the 
calculation of experience mods. As a result, the ELR adjustment mentioned above also modifies 
the ELRs uniformly across all class codes in the state to account for net experience rating. The 
final ELR for each classification is calculated as follows:

ELR = {(HG indemnity ELR factor) x (indemnity pure premium) + 
(HG medical ELR factor) x (medical pure premium)} x Manual/Standard Ratio

In experience rating, losses are divided into primary and excess portions. For each claim, losses 
below the split point are primary losses, while losses above the split point are excess losses. 
The d-ratio represents the estimated ratio of expected primary losses to expected total losses 
for a classification. The d-ratio is used to determine the expected primary losses to be used in 
the experience mod calculation.

D-ratio factors are calculated separately for indemnity and medical losses by hazard group and 
are based on the latest three years of Unit Statistical Data. A comparison of the resulting d-ratio 
factors across hazard groups is done to ensure that the factors monotonically decrease from 
hazard group A to hazard group G. If they do not, an adjustment is made by averaging the d-
ratios over adjacent hazard groups. The final D-ratio for each classification is calculated as 
follows:

D-ratio = {(HG indemnity d-ratio factor) x (indemnity pure premium) +
(HG medical d-ratio factor) x (medical pure premium)} / total pure premium
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Proposed Values for Inclusion in the Experience Rating Plan Manual

The following pages include a summary description of the weighting and ballast values along 
with proposed values for inclusion in the Experience Rating Plan Manual, such as:

Table of Weighting Values
Table of Ballast Values
Experience rating premium eligibility amounts
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Proposed Values for Inclusion in the Experience Rating Plan Manual

Summary Description of the Weighting and Ballast Values

Table of Weighting Values

The weighting value determines the volume of actual and expected excess losses that will 
enter the experience modification formula. The weighting value increases as expected 
losses increase with larger insureds receiving a larger weighting value. The weighting value 
for various levels of expected losses is provided in the Table of Weighting Values. The table
is updated in each experience filing based on the state reference point. 

The state reference point is calculated based on Unit Statistical Data as the state average 
cost per case for the experience rating period multiplied by 250. The state reference point 
serves to determine how much credibility is assigned to the losses of an individual risk and 
as an index of claim cost differences by state. The state per claim accident limitation shown 
on the Table of Weighting Values is 10% of the state reference point.

Table of Ballast Values

The ballast value is a stabilizing value designed to limit the effect of any actual loss 
experience on the experience rating modification. It is added to both the numerator and 
denominator in the experience modification calculation and increases as expected losses 
increase. The ballast value for various levels of expected loss ranges is provided in the 
Table of Ballast Values. The table is updated based on the state reference point. The G 
value used in the ballast formula is the state reference point divided by 250,000, rounded to 
the nearest 0.05.

 
 

 

  

Page 30



Effective January 1, 2021

Experience Rating Program - ERA

(Multiply a Non-F classification ELR by the USL&HW Act - Expected Loss Factor of 1.75.)
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Effective January 1, 2021

Experience Rating Plan - ERA
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Refer to Rule 
2-A-3 to determine average annual subject premium.

Refer to Rule 2-B for rating effective date determination.

Experience Rating Plan Manual

Refer to Rule 2-E-1 to determine a risk's experience 
period.
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Proposed Values for Inclusion in the Retrospective Rating Plan Manual

The following pages include values for inclusion in the Retrospective Rating Plan Manual, such 
as:

Excess loss pure premium factors
Excess loss and allocated expense pure premium factors
Hazard group average cost per case
Hazard group average cost per case including ALAE
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     Effective January 1, 2021 
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     Effective January 1, 2021 
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Part 3      Supporting Exhibits

- Exhibit I – Determination of the Indicated Loss Cost Level Change

- Exhibit II – Workers Compensation Loss Adjustment Expense

- Appendix A – Factors Underlying the Proposed Loss Cost Level Change

- Appendix B – Calculations Underlying the Loss Cost Change by Classification

- Appendix C – Memorandum for Assessment
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Exhibit I – Determination of the Indicated Loss Cost Level Change

NCCI utilizes the following general methodology to determine the indicated change based on 
experience, trend, and benefits for each of the policy years in the experience period:

1. Reported standard earned premium at the Designated Statistical Reporting (DSR) level is 
developed to an ultimate basis and adjusted (via on-level factors) to the current pure 
premium level.

2. Reported indemnity and medical losses are limited by a large loss threshold, developed to an
ultimate report, and adjusted (via on-level factors) to the current benefit level.

3. Limited indemnity and medical cost ratios excluding trend and benefits are calculated as 
adjusted losses (step 2) divided by premium available for benefit costs (step 1).

4. Trend factors are applied to the indemnity and medical cost ratios to reflect anticipated 
changes in the amount of indemnity and medical benefits as compared with anticipated 
changes in the amount of workers’ wages between (i) the years in filing’s experience period 
and (ii) the period during which the proposed loss costs will be in effect.

5. An excess provision is applied to adjust the limited cost ratios to an unlimited basis.
6. The impact of proposed indemnity and medical benefit changes is then applied.
7. The separate indemnity and medical cost ratios including benefit changes are then summed 

to yield the indicated change based on experience, trend, and benefits.

This filing’s overall indicated change based on experience, trend and benefits is calculated as the 
average of the indicated changes for each of the individual policy years in the experience period.
Lastly, the impact of the change in loss-based expenses is applied to determine the indicated overall 
average loss cost level change.
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Exhibit II – Workers Compensation Loss Adjustment Expense 

The proposed loss costs include a provision for loss adjustment expenses (LAE).

LAE is included in the loss costs by using a ratio of loss adjustment expense dollars to loss 
dollars (called the “LAE provision”). These expenses are directly associated with the handling of 
workers compensation claims. The LAE provision is comprised of two components: Defense 
and Cost Containment Expenses (DCCE) and Adjusting and Other Expenses (AOE).  

Given the nature of AOE, it cannot be allocated to a specific claim, and hence cannot be 
accurately attributed to specific states. Therefore, the Missouri-specific AOE ratio reflects a
weighting of the latest selected countrywide AOE provision (which was calculated based on 
private carrier data) and an AOE provision calculated based on the state fund’s data. The
countrywide provision was calculated using data obtained from the NCCI Call for Loss 
Adjustment Expense. The accident year developed AOE ratios displayed in Section B are
calculated on a countrywide basis using private carrier-only data.  

NCCI used the following general methodology to determine the proposed DCCE provision 
based on Missouri-specific paid DCCE and losses obtained from NCCI’s Policy Year Financial 
Call: 

Ratios of paid DCCE to paid losses by policy year are developed to an ultimate basis.
The proposed DCCE provision is selected based on the ultimate projected DCCE ratios
by policy year.

These policy year DCCE ratios were calculated using combined private carrier and state fund 
data.
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Appendix A – Factors Underlying the Proposed Loss Cost Level Change

Appendix A-I Determination of Policy Year On-level Factors

NCCI uses premium and loss on-level factors to adjust historical policy year experience to
current loss cost and benefit levels, respectively.

Premium on-level factors are adjustment factors that reflect the cumulative impact of all
premium level changes that have occurred during and after the individual year being on-leveled. 
Additional adjustments applied as part of the premium on-level factor calculation include: 

Adjustment for Expense Removal: This factor is applied to remove expenses from the 
reported voluntary DSR level premium totals.
Experience Rating Off-Balance Adjustment Factor: This factor reflects the relative 
difference between the average experience rating modification for the historical year 
being on-leveled and the average experience rating modification targeted in the filing.

Loss on-level factors are adjustment factors that reflect the cumulative impact of all benefit level 
changes that have occurred during and after the individual year of data being on-leveled. 

Note: For NCCI ratemaking purposes, proposed benefit level changes that (i) do not impact the 
experience period of the filing and (ii) have not yet been reflected in previous filings are included
in Exhibit I, rather than in the loss on-level calculation.
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Appendix A – Factors Underlying the Proposed Loss Cost Level Change

Appendix A-II Determination of Premium and Losses Developed to an Ultimate Report

Development factors are used to project premium and limited losses to an ultimate report. In 
general, the ultimate development factors are based on a chain-ladder approach that utilizes 
average link ratios for several maturities and the application of a tail factor.

For premium development, link ratios are used from first through fifth report, after which it is 
assumed no further development occurs. 

For indemnity and medical loss development, link ratios are used from first through nineteenth 
report. For loss development beyond a nineteenth report, a “tail” factor is used to reflect all 
future expected emergence. Tail factors are calculated separately for indemnity and medical 
losses by comparing the changes in the volume of policy year losses that occur for years older 
than a nineteenth report to the volume of policy year losses at the nineteenth report, along with 
the application of a growth adjustment factor. 

To limit volatility on the loss cost level indications due to the impact of large losses, a limited 
large loss methodology is utilized. A base threshold for the large loss limitation is determined by 
the volume of premium in the state as well as the number of years used in the experience 
period. The base threshold is detrended by policy year to reflect the inflationary impact on claim 
costs due to wage inflation. The wage index used is based on the Missouri average weekly 
wages from the Quarterly Census of Employment and Wages. Indemnity and medical losses 
are limited to the year-specific detrended large loss thresholds. Limited indemnity and medical 
losses are used to calculate estimated losses at an ultimate report. A statewide excess ratio is 
used to adjust the limited losses to an unlimited basis.
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Appendix A – Factors Underlying the Proposed Loss Cost Level Change

Appendix A-III Trend Factors 

NCCI applies loss ratio trend factors in the determination of the proposed overall average loss 
cost level change. In addition, historical changes in claim frequency and average cost per case 
are also reviewed.

The claim frequency and average cost per case analysis is based on the premium, losses, and 
lost-time claim counts reported to NCCI. Note that the medical-only claim counts are excluded 
from the claim frequency and severity calculations, but the losses associated with medical-only
claims are included.

The lost-time claim frequency, average costs per case, and loss ratios are shown in Appendix 
A-III, along with the impact of the trend factor selection on each policy year in the filing’s 
experience period. The trend lengths displayed are based on the number of years between the 
average accident date of the loss cost effective period and the average accident date of the 
respective experience period year. 
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Appendix B – Calculations Underlying the 
Loss Cost Change by Classification

NCCI separately determines voluntary loss costs for each workers compensation classification. 
The proposed change from the current loss cost will vary depending on the classification. The 
following are the general steps utilized to determine the individual classification loss costs:

1. Calculate industry group differentials, which are used to more equitably distribute the 
proposed overall average loss cost level change based on the individual experience of 
each industry group

2. For each classification, determine the indicated pure premiums based on the most 
recently-available five policy periods of Missouri payroll and loss experience

3. Indicated pure premiums are credibility-weighted with present on rate level pure 
premiums and national pure premiums to generate derived by formula pure premiums

4. Final adjustments include the application of a test correction factor, the ratio of manual-
to-standard premium, and swing limits.
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* Permanent Total losses are always assigned to the Likely-to-Develop grouping. 
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** See Section B.3 for the indemnity and medical breakdown of the proposed loss-based expenses. 
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Appendix C – Memorandum for Assessment

Appendix C includes detail on the most recent Longshore and Harbor Workers’ Compensation 
Act assessment.
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Part 4      Additional Information

- Definitions

- NCCI Affiliate List

- Key Contacts

 
 

 

  

Page 91



MISSOURI

Advisory Loss Costs and Rating Values Filing – January 1, 2021

Definitions

Accident Year (AY): A loss accounting definition in which experience is summarized by the 
calendar year in which an accident occurred.

Calendar Year (CY):
The 12-month period beginning January 1 and ending December 31.
Method of accounting for all financial transactions occurring during a specific year.

Case Reserves: Reserves that an insurance company establishes for specific (known) claims.

DSR Level Premium: The standard earned premium that would result if business were written 
at NCCI state-approved loss costs or rates instead of at the company rates. It is the common 
benchmark level at which carriers report premium on the Financial Calls.

Frequency: The number of lost-time claims per million dollars of on-leveled, wage-adjusted 
premium.

Incurred Claim Count: The total of all claims reported, whether open or closed, as of a given 
valuation date. An indemnity claim is associated with a payment or case reserve for an 
indemnity loss (i.e., lost work time-related benefits) and excludes claims closed without an 
indemnity payment.

Lost-time Claims: Claims where an injured employee has received wage replacement benefits 
due to a compensable workplace injury.

Limited Losses: Losses that result after the application of NCCI's large loss procedure—in
which individual large claims are limited to jurisdiction and year-specific large loss thresholds.

On-Level Factor: Applied to historical premiums and losses to adjust the historical experience 
to reflect approved loss cost/rate level changes as well as statutory benefit level changes 
implemented since that time.

Paid+Case Losses: The sum of paid losses and case reserves. Also known as “case incurred 
losses.”

Paid Losses: Losses that an insurance company has paid as a result of claim activity.
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Definitions

Policy Year:
The one-year period beginning with the effective date or anniversary of a policy.
A premium and loss accounting definition in which experience is summarized for all 
policies with effective dates in a given calendar year period.

Severity: The average cost per case (claim) calculated as ultimate losses divided by ultimate 
lost-time claim counts. 

Ultimate Development Factor: For an aggregation of data, an estimate of the development 
that will occur between the data's current valuation date and the time when all claims are 
closed.

Unlimited Losses: Losses that have not been limited to jurisdiction and year-specific large loss 
thresholds as part of NCCI's large loss procedure.

Valuation Date: The date that premiums and losses are evaluated for reporting purposes. 
Premiums and losses may change over time from initial estimates to final values. Therefore, 
interim snapshots have associated valuation dates.

Wage Level Adjustment Factor: The ratio of the average workers’ wages during the most 
recent time period to the average workers’ wages during a historical time period.
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Key Contacts

Carla Townsend, State Relations Executive
Regulatory Division

National Council on Compensation Insurance, Inc. (NCCI)
901 Peninsula Corporate Circle

Boca Raton, Florida 33487-1362
Phone (561) 893-3819 Fax (561) 893-5779

Jay Rosen, FCAS, MAAA
Practice Leader and Senior Actuary

Actuarial and Economic Services Division
National Council on Compensation Insurance, Inc. (NCCI)

901 Peninsula Corporate Circle
Boca Raton, Florida 33487-1362

Phone (561) 893-3062   Fax (561) 893-5662

All NCCI employees can be contacted via e-mail using the following format:

First Name_Last Name@NCCI.com
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Overview of the Proposed Missouri Workers Compensation Loss Cost Filing  
Effective January 1, 2021 

 
I. Summary of Filing 
 
The purpose of this overview is to provide context and further explanation for the accompanying 
proposed workers compensation insurance loss cost filing that was filed under separate cover by 
the National Council on Compensation Insurance (NCCI) on August 17, 2020, with the Missouri 
Department of Commerce and Insurance for its review and approval. NCCI is a licensed advisory 
organization authorized to make recommended loss cost1 filings on behalf of workers 
compensation insurance companies in Missouri.  NCCI’s filing is objectively prepared, in 
compliance with actuarial standards. The filing proposes a +1% loss cost increase in the voluntary 
market, effective January 1, 2021. 
 
This filing comes at a time when, nationally, the workers compensation system is experiencing 
unprecedented results. The combination of underwriting discipline, moderating severity, 
declining frequency, and adequate reserves has resulted in six straight years of combined ratios 
under 100% (below 100% is indicative of an underwriting profit). For decades, with few annual 
exceptions, frequency has continued on a clear downward path driven by technology, safer 
workplaces, improved risk management, and a long-term shift from manufacturing to service 
sectors. NCCI has no expectation that this trend will change course. For the last several years, 
severity trends have remained fairly moderate, tracking very closely with wage inflation. For 
these reasons, NCCI’s analysis has indicated decreases across most of its jurisdictions in recent 
years. 
 
The filing is based on premium and loss experience for Policy Years 2017 and 2018. Policy Year 
2017’s experience is comparatively more favorable than that for Policy Year 2018. Missouri’s lost 
time claim frequency has declined over the most recent eight years. The state’s average 
indemnity cost per case figures have been relatively consistent over time, while average medical 
cost per case figures have increased in recent years. Note that average cost per case values were 
adjusted to the Policy Year 2018 wage level to remove the effects of wage inflation. The final 
proposed loss cost level change results after incorporating a change to the claim settlement 
expense component.  
 
 

 
1 Loss cost refers to the portion of workers compensation rates filed by the advisory organization that are allocated 
to pay losses and not for carrier expenses.  Some states include certain carrier expenses and assessments in the 
definition of advisory loss costs.  Carriers can use the approved loss costs as the basis for their rates, typically 
adjusting them for expenses with a loss cost multiplier. 
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II. Overview of Ratemaking Methodology 
 
NCCI’s approach to determining the proposed overall average loss cost level change utilizes 
widely accepted actuarial ratemaking methodologies. The approach employed in this filing 
includes the following steps: 
 

 Premium and loss information is adjusted to the latest approved loss cost and benefit 
levels 

 These adjusted losses and premiums are used to calculate a loss ratio for each historical 
year (loss ratio = losses / premium) 

 Loss ratios, along with other information, are analyzed in order to determine trend 
factors.  Trend factors are applied to historical loss ratios to estimate loss ratios for the 
effective period in this filing. 

 As a final step, any proposed benefit and/or expense changes are applied to the projected 
loss ratios 
 

The average loss cost level change indicated by the data is calculated for the years in the filing’s 
experience period. If the final projected loss ratios are greater (less) than 1.000, then an increase 
(decrease) in the average loss cost level is indicated. 
 
Once the proposed voluntary loss cost level change is determined, NCCI separately determines 
loss costs/rates for each workers compensation job classification (class); the loss costs and year-
over-year changes vary by class and are based on the available data for each job class.  
 
III. COVID-19 
 
The COVID-19 virus (coronavirus) is the latest in a series of infectious diseases that have emerged 
over the last 20 years. Since 2003, the world has seen the emergence of SARS, H1N1, Ebola, and 
Zika viruses. While the overall impact of each of those diseases has been well documented, 
potential impact of COVID-19 to the workers compensation system is in the very beginning stages 
of being understood; therefore, the data underlying this filing does not include claims from 
COVID-19. Due to the lack of this COVID-19-related ratemaking data and the current level of 
uncertainty, NCCI has not yet assessed the potential impact on future loss cost levels. As such, 
no explicit adjustments have been made in this filing for COVID-19. While it is possible that 
COVID-19 may result in significant adverse loss development and deteriorating loss ratios, the 
impact on overall system costs could be small. 

 
It is reasonable to believe COVID-19 will give rise to component changes that may, to some 
extent, have offsetting impacts on system costs. For example: 

 
 There could be an increase in the number of compensable workers compensation 

claims arising in frontline, COVID-19-related occupations 
 There could be a decrease in workers compensation claims due to the increased 

number of employees who are teleworking 



 
 

3 
 

901 Peninsula Corporate Circle • Boca Raton, FL 33487 • www.ncci.com 
 

 

 
Short- and long-term COVID-19-related impacts may also differ. For example: 

 
 In the short term, during the COVID-19 pandemic, there may be a reduction in the 

number of physical therapy sessions attended by injured employees and/or a 
deferral in the number of workers compensation-related surgeries that are not 
deemed to be immediately critical 

 Over the longer term, an increase in these types of services may be expected as the 
current burden on medical-related personnel and facilities is lessened 

 In economic downturns, workers may forego filing claims for relatively minor 
injuries to maintain active employment as the economy navigates these uncertain 
times—leading to temporary downward pressure on claim frequency 

 
NCCI has begun researching and gathering information to preliminarily gauge the pandemic’s 
direct and indirect impacts on claim frequency, severity, and durations. More in-depth analyses 
related to COVID-19’s impact on frequency and severity will be conducted over time as additional 
aggregate data becomes available. It is anticipated that assessing the impact of the pandemic on 
claim durations will likely take longer, as claim-specific data would be required.  
 
NCCI has also started accumulating pre-COVID-19-level benchmarks that will help facilitate pre- 
to post-COVID-19 comparisons in the future. For example, detailed medical reports along with 
associated metrics are being developed to analyze both the direct impacts (e.g., claim costs) and 
indirect impacts (e.g., whether the slowdown of medical treatments has returned to normal) of 
the COVID-19 pandemic. 
 
In April 2020, NCCI published a white paper, “COVID-19 and Workers Compensation: Modeling 
Potential Impacts,” which provides estimates of workers compensation system cost impacts 
under various hypothetical scenarios. NCCI also released an interactive tool that allows users to 
choose their own assumptions and model the potential impact to expected losses for the 
associated jurisdiction and workforce under the scenario framework described in the research 
brief. These and other related materials are available on NCCI’s website at www.ncci.com. 
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1. Have any of the data sources used in determining the Missouri Advisory Loss Costs 
and Rating Values Filing changed since the previous filing? For example, using data 
from a different data call to develop expenses. 
 
There have not been any changes in the underlying data sources between this and last 
year’s filings. 
 
 

2. Please provide the estimated overall impact for each change in methodology from 
the previous filing. 
 
Two changes to Missouri’s aggregate ratemaking methodology have been included in 
this year’s filing.  
 

 In last year’s filing, the most recent three-year average of historical paid loss 
development factors through a 19th report was utilized. In this year’s filing, a 
two-year average of paid loss development factors was incorporated—lowering 
the otherwise-calculated overall average loss cost level change by 0.3%.  

 
 The change to the current AOE provision in this year’s filing (+0.7%) is primarily 

driven by the proposed update to the AOE methodology, as described on page 
19 of the filing. 

 
 

3. Page 27 of 98: Please provide the updated calculation for the terrorism advisory lost 
cost if any of the underlying assumptions and/or data have changed. 
 
There have not been any changes to the methodology or assumptions used in 
determining the terrorism advisory loss cost between this and last year’s filings. 
 
   

4. Please provide loss development triangles with at least 10 diagonals for both the 
voluntary and assigned risk markets separated by indemnity, medical, and DCCE for 
the past 19 years. In the prior year, this was submitted as NCCI response to ATSI 
Interrogatories for MO 1-1-2020.xlsx. An updated version of this file will suffice for 
these purposes. 
 
Please see the attached Exhibit 4 for the available loss development triangles. 



NATIONAL COUNCIL ON COMPENSATION INSURANCE, INC.  
 

MISSOURI ADVISORY LOSS COSTS AND RATING VALUES FILING—JANUARY 1, 2021 
 

RESPONSES TO THE DEPARTMENT OF COMMERCE AND INSURANCE’S REQUESTS  
DATED SEPTEMBER 28, 2020 

 
 

 
2 

 

5. Please explain your reasoning and provide detailed support for using a 2-year average 
of the paid LDFs in this filing when last year a 3-year average was used. 
 
Prior to the January 1, 2018 filing, the most recent two-year average of historical paid 
loss development factors through a 19th report was utilized in Missouri’s annual loss 
cost filings. In response to atypical indemnity paid link ratios observed at early 
maturities (1:2 and 2:3) on the @12/16 diagonal, a temporary shift to a three-year 
average was incorporated into the January 1, 2018 Missouri filing to temper the 
influence that these link ratios would otherwise have on the overall aggregate loss cost 
level indication. In this year’s filing, reliance on two-year average paid loss development 
(unimpacted by suspected outlier link ratios) was once again incorporated as being 
both actuarially appropriate and responsive to Missouri’s workers compensation 
environment.  
 
 

6. Please provide an Excel file with the specific calculations used to determine Appendix 
A-II, Section G, column (6). 
 
Please see the attached Exhibit 6 for the requested information. The calculations are 
provided for the most recent two valuations separately for indemnity and medical.  
 
 

7. Please provide an excel file spreadsheet with the specific calculations that provide 
the derivation of the 0.859 factor in Appendix A-II, Section H, line 2. 
 
A countrywide unlimited tail factor (ULDF) is determined based on financial data for 
NCCI states. Then a countrywide limited tail factor (CLDFT) is calculated based on 
Missouri’s large loss threshold, T. 

 
CLDFT = (1 – XST) / (1/ULDF – XST/ELDFT), where 

 
XST is the excess loss ratio for threshold T 
ELDFT is the excess loss development factor for threshold T 

 
FT, the factor to adjust the loss development factor to a limited basis, is then calculated. 
This is the ratio of limited-to-unlimited countrywide tail factors. 

 
FT = (CLDFT − 1.0) / (ULDF − 1.0) 
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Appendix A-II, Section K, Line 1 shows the large loss threshold used in this year’s 
Missouri filing ($9,919,089). Using the terminology above, the ULDF is 1.025, the CLDFT 
at a threshold of $9M is 1.0210, and the CLDFT at a threshold of $10M is 1.0215. Using 
the above-referenced formula for FT at each of the $9M and $10M thresholds and then 
interpolating between those results produces the 0.859 factor corresponding to 
Missouri’s large loss threshold. 

 
 

8. Exhibit II Section B Page 43 of 98: 
 

a) Please provide in excel an additional 5 years of Countrywide AOE Ultimate AOE 
Ratios. 

b) Please provide the underlying data and calculations to bring AOE to an ultimate 
level including the development factors, AOE, losses, and any other values used 
to determine the Ultimate AOE ratios. 

c) Please provide the Ultimate AOE Ratios for MO only data. 
d) Please provide your reasoning and support for the selected Countrywide AOE 

ratio of 8.9% when all other accident years aside from 2019 are below 8.9%. 
e) Please provide the underlying data and calculations for the MO Selected AOE 

ratio. 
 
As a result of Third-Party Administrator (TPA) agreements, some carriers report losses 
on Financial Call 19 without associated AOE. Beginning with this filing, for policies 
associated with TPA agreements where the AOE is not reported to NCCI, the associated 
losses were excluded from the AOE analysis so that they did not impact the ultimate 
AOE ratios. The detailed data required to make this adjustment was only collected from 
the carriers for the most recent five experience years in response to an NCCI data 
request. As the AOE ratios are based on data collected on countrywide Financial Call 
19, ultimate AOE ratios by individual state are not available. 
 
It should be noted that only the losses without associated AOE were removed from this 
year’s AOE analysis, rather than entire carrier Call 19 data submissions. 
 
Please see the attached Exhibit 8 for the requested calculations underlying the new 
AOE methodology proposed with this year’s filing. Note that the historical countrywide 
AOE values shown for years 2015 through 2018 on page 43 of the filing are based on 
the current AOE methodology. The countrywide selected AOE provision of 8.9% shown 
on page 43 of the filing is based on the five years of AOE indications shown in Exhibit 8. 
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The Missouri selected AOE provision is based on a weighted average (71% / 29%, 
respectively) of the countrywide private carrier AOE provision and the indicated 
provision for the Missouri state fund. 
 
 

9. Page 45 of 98: Exhibit II Section E: Please explain the rationale of only using the 
average of 2 years to select the DCCE loss development factor. Why weren’t more 
years considered or a geometric average? 
 
A two-year average was selected as a balance between stability and responsiveness as 
well as consistency with the two-year average paid loss development factors utilized in 
the determination of the overall average loss cost level change. 
 
 

10. Page 44 of 98: Exhibit II Section C: Please provide an excel file that expands this 
section to include years 2009 through 2013. 
 
The requested information is as follows: 
 

 
 

Policy 
Year 

(1) 
Reported Ratio of 

Paid DCCE to 
Paid Losses 

(2) 
Age to Ultimate 
Development 

Factor 

(3) = (1)x(2) 
Ultimate 

DCCE  
Ratio 

2009 0.111 0.985 0.109 
2010 0.110 0.979 0.108 
2011 0.109 0.976 0.106 
2012 0.109 0.972 0.106 
2013 0.109 0.966 0.105 

 
 

11. Page 44 of 98: Companies that did not report AOE may be including expenses 
typically considered to be AOE in DCCE expenses, potentially inflating the DCCE 
provision for the same reasons that this error would reduce the AOE provision. Were 
companies that did not report AOE excluded from the calculation of the DCCE 
provision as well? If not, please provide a revised DCCE provision excluding DCCE and 
losses from companies that did not report AOE. 
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Instances of carriers reporting losses on Call 19 without associated AOE is unlikely to 
affect DCCE reporting. As a result of TPA agreements, some carriers report losses on 
Call 19 without associated AOE. These TPA contracts typically involve AOE payments 
only—and exclude the handling of DCCE costs. As such, carriers are able to account for 
and fully report their DCCE payments to NCCI. 
 
It should be noted that only the losses without associated AOE were removed from this 
year’s AOE analysis, rather than entire carrier Call 19 data submissions. 
 
 

12. Appendix A-IV Section I Page 62 of 98: Please show the calculations underlying the 
factors in Col (4) and Col (5). 
 
Please see the attached Exhibit 12 for the requested information. 
 
 

13. Appendix B-I Section I Page 65 of 98: Please provide underlying data and calculations 
for how the Likely-to-Develop and Not-Likely-to-Develop columns are calculated. 
 
Please see the attached Exhibit 13 for the requested information. 
 
 

14. Page 61 of 98 (Appendix A-III). Provide the underlying data, fits, assumptions, 
calculations, selections, and rationale of the selection of the indemnity and medical 
trend factors. Please include an update of the excel file provided last year entitled 
Supplemental Loss Development and Trend Information. Please include fifteen years 
of information including Lost-Time claim frequency and severity based on data in 
excess of wage inflation, claim counts, premium, limited indemnity losses, and 
limited medical losses. 
 
Please see the attached Exhibit 14 for the requested trend information. 
 
The filing proposes no changes to the annual loss ratio trend factors that have been in 
effect since January 1, 2020. Underlying the proposed loss ratio trend factors in this 
year’s filing are historically observed declines in lost-time claim frequency, relatively flat 
year-to-year changes in indemnity claim severity, and a moderately increasing pattern 
of medical lost-time claim severities. 
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Consideration of the trend component in this year’s filing included a review of loss ratio 
patterns observed over an extended period of time. This allows one to review trends 
over an entire underwriting cycle and smooth out year-to-year fluctuations. The 
proposed annual loss ratio trend factors utilized in this filing were selected based on 
actuarial judgment. Results of exponential trends fit to a varying number of policy year 
loss ratios are provided below. 
 

Policy Year Loss Ratio Exponential Trend Fits 

 Indemnity Medical 
8-point -2.6% -1.3% 
10-point -2.0% -1.1% 
12-point -2.0% -1.0% 
15-point -2.1% -1.0% 

 
 

15. Please provide the indication as of 1/1/2021 if all assigned risk experience was 
excluded. Please provide these calculations in an excel file and include all the 
underlying components that will change because they are based on only voluntary 
experience, such as loss development, trend, LAE, etc. 
 
All else equal, an overall average loss cost level indication of −0.7% results after 
excluding the assigned risk premium and loss experience reported to NCCI by Missouri’s 
designated assigned risk plan administrator from the filing’s experience period. Please 
see the attached Exhibit 15 for additional detail. 
 
 

16. Page 72 of 98 (Appendix B-II). Please explain how these impacts are not having a 
disparate effect on classes with low loss costs. For example, a company with a loss 
cost of $0.05 would never decrease for several of the industry groups since the cap 
from below is less than 20%. 
 
NCCI recently analyzed the impact of the swing limit bound calculations for 
classifications with significantly low loss costs. In these cases, the multiplicative bound 
calculation may result in the upper and lower bounds for a classification being equal to 
the current loss cost for that classification. Prior to the January 1, 2020 Missouri filing, 
this may have restricted a classification’s proposed loss cost to its present value, 
eliminating any possible responsiveness to a change indicated by the underlying data.  
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In last year’s Missouri filing, NCCI implemented a modification to the calculation of the 
loss cost bounds by classification when both the upper and lower bounds are equal to 
the current loss cost. In these cases, NCCI reviews the change indicated by the 
classification and the corresponding industry group. If the direction of these two 
indications are aligned, NCCI adjusts the upper or lower bound so that the proposed 
loss cost may change by one cent from its current value in the direction of the change 
indicated for the classification. 
 
 

17. Please provide any updates on class ratemaking research, status and results, or 
stability performance results on tests of the performance of the recently 
implemented small class ratemaking project intended to address the stability of the 
small classes. 
 
Please see the attached Exhibit 17 which contains the most recent NCCI research 
related to the stability of small classes in NCCI ratemaking. The following NCCI Actuarial 
Committee presentations are contained in Exhibit 17: 
 

 “Class Ratemaking Research: Status and Results” presented February 23, 2017 
 “Class Ratemaking Research: Final Wrap-Up” presented February 22, 2018   

 
 

18. Please provide an Excel file with seven columns of information. The first column 
should be the class code, the second column should be the exposures by class code, 
the third column should be the current advisory loss cost, the fourth column should 
be the proposed advisory loss cost by class code and the last three columns should be 
the percentage loss cost changes effective 2021, 2020, and 2019 by class code. 
Include totals in columns 5, 6, and 7 and please exclude discontinued classes. 
 
Please see the attached Exhibit 18 for the requested information. 
 
 

19. Please confirm that the indication provided in Exhibit I is an indication for the 
voluntary market but that the data upon which it is based is on combined voluntary 
and assigned risk plan losses. If not, please explain. Please confirm that although the 
voluntary indications are based on combined voluntary and assigned risk plan data, 
that you are not providing loss costs or rates for the assigned risk market. 
 



NATIONAL COUNCIL ON COMPENSATION INSURANCE, INC.  
 

MISSOURI ADVISORY LOSS COSTS AND RATING VALUES FILING—JANUARY 1, 2021 
 

RESPONSES TO THE DEPARTMENT OF COMMERCE AND INSURANCE’S REQUESTS  
DATED SEPTEMBER 28, 2020 

 
 

 
8 

 

The voluntary market advisory loss cost level indication determined in the filing’s 
Exhibit I is based on combined voluntary and assigned risk premium and loss 
experience reported to NCCI. NCCI’s role in Missouri does not include the filing of loss 
costs or rates for the state’s assigned risk market. 
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Each year, NCCI calculates a countrywide (CW) adjusting and other expense (AOE) provision. This file provides the CW AOE provision 
that will be filed as applicable during the 2020–2021 filing season.  

NCCI calculates ultimate AOE ratios by accident year, separately for both paid and incurred data (paid plus unpaid). The selected 
AOE ratio for an individual year is calculated as the average of the paid and incurred AOE ratio indications. The AOE ratios by year as 
well as the selected provision is shown in Exhibit 1. 

Exhibit 1: Ultimate AOE Ratios and Countrywide Selection 

Ultimate AOE 
Ultimate AOE Ultimate AOE Ratio Based on 

Ratio Based on Ratio Based on Avg. of Paid and 
Accident Year Paid Data Incurred Data Incurred Data 

2015 7.8% 7.8% 7.8% 
2016 8.3% 8.2% 8.3% 
2017 8.9% 8.8% 8.9% 
2018 8.8% 8.8% 8.8% 
2019 9.0% 8.8% 8.9% 

Selected AOE Provision 8.9% 

Exhibit 8
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Data Used 
NCCI uses private carrier data reported on NCCI Call 19 to calculate the ultimate AOE ratios. Call 19 is a CW Call in which data is 
reported for the most recent 10 individual accident years, in addition to an aggregated “prior line” in which data is reported for all 
years older than the most recent 10. The data reported includes losses and AOE on both a paid and unpaid (i.e., case plus IBNR 
reserves) basis. Further, the Call 19 data is reported for all policy types—including that for large deductible policies.  

 
Methodology Overview 

To determine the ultimate AOE ratios, NCCI uses the following methodology for each accident year: 

After developing AOE and losses separately to a 10th report, calculate the ratio of AOE-to-losses at that age of maturity 
Apply a 10th-to-ultimate (tail) factor to the AOE ratios at a 10th report 
Apply the adjustment for AOE below the deductible limit 

The purpose of this adjustment is to account for carriers that treat reimbursements of AOE below a deductible limit as a 
credit to their total AOE. The adjustment reverses this credit, increasing the AOE dollars as a percentage of losses. 

Apply the adjustment for losses associated with Third-Party Administrator (TPA) Agreements (new for the 2020 Annual CW 
AOE Review): 

As a result of TPA agreements, some carriers report losses on Call #19 without associated AOE. The purpose of this 
adjustment is to remove these losses from the analysis. 

Apply the adjustment to convert losses from a net-of-deductible to a gross-of-deductible basis 
Up to this point in the calculation, the data used includes losses from large deductible policies, net of the deductible. The 
purpose of this adjustment is to convert the data to a full coverage basis, allowing the AOE provision to be on the same 
basis as the losses used in individual state experience filings. 
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Exhibit 2: Calculation of Ultimate AOE Ratios—Paid Data 

 (1) (2) (3)=(1)x(2) (4) (5) (6)=(4)x(5) 

  Cumulative Estimated  Cumulative Estimated 

 Paid AOE Paid AOE Paid AOE Paid Losses Paid Loss Paid Losses 

 at Current Development Developed to a at Current Development Developed to a 
Accident Year Report Factors 10th Report Report Factors 10th Report 

2015 1,762,405,982 1.088 1,917,497,708 15,877,014,233 1.141 18,115,673,240 
2016 1,798,537,405 1.137 2,044,937,029 14,769,511,806 1.223 18,063,112,939 
2017 1,796,408,238 1.221 2,193,414,459 13,260,201,068 1.391 18,444,939,686 
2018 1,647,154,595 1.393 2,294,486,351 10,872,410,528 1.800 19,570,338,950 
2019 1,181,971,666 2.069 2,445,499,377 5,088,736,249 3.956 20,131,040,601 

       
       
 (7) (8)=(3)/(6)x(7) (9) (10) (11) (12)= [(8)+(9)]x(10)x(11) 

 10th Report- Estimated Adjustment Adjustment for Adjustment to Estimated 

 to-Ultimate Ultimate AOE for AOE Below Losses Convert From Ultimate AOE 

 Paid AOE Ratio Before the Deductible Associated with Net to Gross Ratio After 
Accident Year Tail Factor Adjustments Limit TPA Agreements of Deductible Adjustments 

2015 0.910 9.6% 0.009 1.059 0.70 7.8% 
2016 0.910 10.3% 0.010 1.057 0.70 8.3% 
2017 0.910 10.8% 0.011 1.065 0.70 8.9% 
2018 0.910 10.6% 0.011 1.067 0.70 8.8% 
2019 0.910 11.0% 0.009 1.078 0.70 9.0% 
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Exhibit 3: Calculation of Ultimate AOE Ratios—Incurred Data 

 (1) (2) (3)=(1)x(2) (4) (5) (6)=(4)x(5) 

  Cumulative Estimated  Cumulative Estimated 

 Incurred AOE Incurred AOE Incurred AOE Incurred Losses Incurred Loss Incurred Losses 

 at Current Development Developed to a at Current Development Developed to a 
Accident Year Report Factors 10th Report Report Factors 10th Report 

2015 2,096,541,259 1.018 2,134,279,002 22,876,301,959 0.976 22,327,270,712 
2016 2,232,668,241 1.014 2,263,925,596 23,387,611,726 0.956 22,358,556,810 
2017 2,389,604,132 1.008 2,408,720,965 24,148,808,712 0.933 22,530,838,528 
2018 2,474,282,050 0.989 2,447,064,947 25,582,304,982 0.906 23,177,568,314 
2019 2,515,285,647 0.967 2,432,281,221 25,457,147,440 0.886 22,555,032,632 

       
       
 (7) (8)=(3)/(6)x(7) (9) (10) (11) (12)= [(8)+(9)]x(10)x(11) 

 10th Report- Estimated Adjustment Adjustment for Adjustment to Estimated 

 to-Ultimate Ultimate AOE for AOE Below Losses Convert From Ultimate AOE 

 Incurred AOE Ratio Before the Deductible Associated with Net to Gross Ratio After 
Accident Year Tail Factor Adjustments Limit TPA Agreements of Deductible Adjustments 

2015 1.000 9.6% 0.009 1.059 0.70 7.8% 
2016 1.000 10.1% 0.010 1.057 0.70 8.2% 
2017 1.000 10.7% 0.011 1.065 0.70 8.8% 
2018 1.000 10.6% 0.011 1.067 0.70 8.8% 
2019 1.000 10.8% 0.009 1.078 0.70 8.8% 
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Exhibit 4: AOE Tail Factor Selection—Paid 

 
(1) 

  
(2) 

  
(3) = (1)/(2) 

Paid AOE-to-Losses  
 Paid AOE Paid Losses 10th-to-Ultimate 

Valuation Date 10th-to-Ultimate 10th-to-Ultimate Tail Factor 
12/31/2014 1.089 1.233 0.883 
12/31/2015 1.057 1.214 0.871 
12/31/2016 1.081 1.198 0.902 
12/31/2017 1.073 1.192 0.900 
12/31/2018 1.115 1.138 0.980 
12/31/2019 1.060 1.158 0.915 

    
   Selected Paid AOE Tail Factor 0.910 

 

Exhibit 5: AOE Tail Factor Selection—Incurred 

 
(1) 

  
(2) 

  
(3) = (1)/(2) 

Incurred AOE-to-Losses  
 Incurred AOE Incurred Losses 10th-to-Ultimate 

Valuation Date 10th-to-Ultimate 10th-to-Ultimate Tail Factor 
12/31/2014 1.027 1.033 0.994 
12/31/2015 0.999 1.017 0.982 
12/31/2016 1.004 0.995 1.009 
12/31/2017 1.000 0.997 1.003 
12/31/2018 1.041 0.960 1.084 
12/31/2019 1.008 0.976 1.033 

    
   Selected Incurred AOE Tail Factor 1.000 
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Likely

85,873,459 99,509,003 107,909,762 115,044,355 118,736,234 121,084,306 123,258,576 125,144,384
76,947,671 91,690,283 101,288,877 107,913,115 112,385,948 114,492,756 116,431,008
76,140,429 88,429,315 97,122,490 102,414,309 106,329,085 108,223,440
77,323,191 93,390,680 101,811,778 107,897,799 111,698,789
60,056,111 72,230,419 81,623,268 86,439,771
62,432,683 75,716,217 83,041,098
59,888,929 74,026,989
58,046,953

1.159 1.084 1.066 1.032 1.020 1.018 1.015 0.996
1.192 1.105 1.065 1.041 1.019 1.017 1.009
1.161 1.098 1.054 1.038 1.018 1.025
1.208 1.090 1.060 1.035 1.040
1.203 1.130 1.059 1.053
1.213 1.097 1.082
1.236 1.148
1.235
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Not-Likely

153,963,719 162,850,099 168,125,804 170,244,621 171,229,670 171,878,571 172,360,979 173,273,486
147,478,853 157,943,608 164,060,221 166,495,078 169,362,459 169,315,079 170,012,167
151,819,694 164,230,930 169,498,764 173,131,217 174,361,556 175,769,718
147,714,143 159,379,477 167,941,265 172,880,371 173,571,859
139,687,182 154,274,723 162,009,873 164,259,555
134,849,777 146,367,706 154,581,843
140,932,549 156,264,774
140,534,996

1.058 1.032 1.013 1.006 1.004 1.003 1.005 1.001
1.071 1.039 1.015 1.017 1.000 1.004 0.998
1.082 1.032 1.021 1.007 1.008 0.998
1.079 1.054 1.029 1.004 1.004
1.104 1.050 1.014 1.002
1.085 1.056 1.021
1.109 1.053
1.090
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Likely

102,901,807 109,548,383 112,018,719 113,313,720 115,348,918 115,484,370 114,888,543 116,326,595
99,323,294 106,494,451 110,979,108 114,405,386 114,845,328 114,274,953 114,483,824

100,854,536 105,262,138 108,886,106 110,393,045 111,390,966 111,011,418
100,533,090 106,442,753 110,879,923 114,192,455 114,978,382

81,308,701 88,082,227 89,043,099 90,604,958
88,550,954 96,355,353 96,689,851
88,012,598 94,354,748
87,546,132

1.065 1.023 1.012 1.018 1.001 0.995 1.013 0.999
1.072 1.042 1.031 1.004 0.995 1.002 1.005
1.044 1.034 1.014 1.009 0.997 1.011
1.059 1.042 1.030 1.007 1.000
1.083 1.011 1.018 1.009
1.088 1.003 1.010
1.072 1.040
1.061
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Not-Likely

220,323,177 222,181,247 224,103,020 223,283,193 223,427,182 223,859,953 223,269,624 223,246,842
229,660,457 231,894,531 232,046,284 231,763,368 231,264,814 231,053,325 231,442,581
241,306,088 243,502,966 245,021,830 246,691,026 245,444,289 245,542,135
243,699,208 247,359,165 249,999,730 249,947,774 249,328,811
235,382,638 240,558,389 243,160,990 242,547,891
240,958,854 244,822,641 245,982,044
259,480,693 263,990,360
258,173,684

1.008 1.009 0.996 1.001 1.002 0.997 1.000 0.998
1.010 1.001 0.999 0.998 0.999 1.002 0.999
1.009 1.006 1.007 0.995 1.000 0.997
1.015 1.011 1.000 0.998 0.998
1.022 1.011 0.997 0.995
1.016 1.005 0.994
1.017 1.000
1.005
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specifically and directly to rates or loss costs in any particular state or states.
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75th percentile

25th percentile

Median

Mean

75th percentile + 1.5 IQR

25th percentile 1.5 IQR
(y axis caps value at 0%)

IQR = Interquartile Range
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GPP7_2x

All of the Alts use an exponent of 0.5 and a multiple of the CurFS as labeled

NPP_2x
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a multiple of the
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Group 1 Group 2 Total
1 # of Classes 500 500 1,000
2 Actual Loss 10,000,000 10,000,000 20,000,000
3 Cur Loss Costs: Expected Loss 9,500,000 10,500,000 20,000,000
4 Alt Loss Costs: Expected Loss 10,200,000 9,800,000 20,000,000
5 Cur Loss Ratio = (2) / (3) 1.053 0.952 1.000
6 Alt Loss Ratio = (2) / (4) 0.980 1.020 1.000
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Group 1 Group 2 Absolute Avg Alt % Improvement*

%
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* (Cur abs avg diff) – (Alt abs avg diff)
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Group 1 Group 2 Abs Avg Alt % Improvement
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2010

2011

2012

Group 1 Group 2 Total
1 # of State Classes 7,483 5,770 13,253
2 Actual Losses $7,731,220,430 $9,743,716,161 $17,474,936,591
3 Current FPPs: Expected Losses $7,609,319,770 $9,865,616,821 $17,474,936,591
4 Proposed FPPs: Expected Losses $7,805,856,769 $9,669,079,822 $17,474,936,591
5 Current Loss Ratio = (2)/(3) 1.016 0.988 1.000
6 Proposed Loss Ratio = (2)/(4) 0.990 1.008 1.000

Group 1 Group 2 Total
1 # of State Classes 7,416 5,901 13,317
2 Actual Losses $7,304,633,086 $9,948,046,252 $17,252,679,338
3 Current FPPs: Expected Losses $7,058,416,512 $10,194,262,826 $17,252,679,338
4 Proposed FPPs: Expected Losses $7,291,588,521 $9,961,090,817 $17,252,679,338
5 Current Loss Ratio = (2)/(3) 1.035 0.976 1.000
6 Proposed Loss Ratio = (2)/(4) 1.002 0.999 1.000

Group 1 Group 2 Total
1 # of State Classes 7,401 5,895 13,296
2 Actual Losses $8,184,748,532 $9,138,176,619 $17,322,925,151
3 Current FPPs: Expected Losses $7,964,239,076 $9,358,686,075 $17,322,925,151
4 Proposed FPPs: Expected Losses $8,216,485,708 $9,106,439,443 $17,322,925,151
5 Current Loss Ratio = (2)/(3) 1.028 0.976 1.000
6 Proposed Loss Ratio = (2)/(4) 0.996 1.003 1.000
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Alt % Improvement
(Cur abs avg diff) – (Alt abs avg diff)

2010 2011 2012
1x 0.4% 0.9% 1.0%
1.5x 0.8% 2.0% 2.2%
2x 0.6% 2.8% 2.2%
2.5x 0.5% 2.7% 2.8%
3x 0.6% 2.4% 2.6%
4x 0.7% 2.3% 1.8%
GPP7_2x 3.2% 4.0% 4.3%

All of the Alts use an exponent of 0.5 and a multiple of the CurFS as labeled
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Alt % Improvement
(Cur abs avg diff) – (Alt abs avg diff)

* Small states were reviewed since they have a higher proportion of small classes

2010 2011 2012
1x 1.3% 0.9% 0.9%
1.5x 2.7% 1.1% 0.2%
2x 3.6% 1.1% 1.0%
2.5x 3.5% 0.4% 0.4%
3x 4.2% 0.8% 1.7%
4x 5.2% 1.1% 3.2%
GPP7_2x 1.9% 6.0% 1.6%

All of the Alts use an exponent of 0.5 and a multiple of the CurFS as labeled
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Alt % Improvement
(Cur abs avg diff) – (Alt abs avg diff)

Alt % Improvement
(Cur abs avg diff) – (Alt abs avg diff)

400 850 LT claims
in the state class

850 1700 LT claims
in the state class

2010 2011 2012
1.5x 1.1% 1.2% 1.1%
2x 1.9% 2.1% 2.0%
2.5x 2.6% 2.8% 2.7%

2010 2011 2012
1.5x 0.5% 0.4% 0.1%
2x 0.9% 0.9% 0.0%
2.5x 1.2% 1.3% 0.1%

All of the Alts use an exponent of 0.5 and a multiple of the CurFS as labeled

Exhibit 6-1
Page 21 of 27

© Copyright 2017 National Council on Compensation Insurance, Inc. All Rights Reserved.

58

Exhibit 17



Exhibit 6-1
Page 22 of 27

© Copyright 2017 National Council on Compensation Insurance, Inc. All Rights Reserved.

59

Exhibit 17



Exhibit 6-1
Page 23 of 27

© Copyright 2017 National Council on Compensation Insurance, Inc. All Rights Reserved.

60

Exhibit 17



Action Time Frame

Finalize all methodology changes for industrial classes 2017

F Class/Maritime/FELA* analysis 2017

Include updated credibility and industrial class changes in
filings

Filings eff 10/1/18 7/1/19

Include F Class/Maritime/FELA changes in filings Filings eff 10/1/19 7/1/20

* FELA = Federal Employers Liability Act
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Year 1

Year 2
:
:

Year 100

IPP NPP

PORL

FPP

New (Alt) Methodology

Current Methodology

IPP NPP

PORL

IPP NPP

PORL

FPP flows
into following
year’s PORL
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Class Ratemaking Research:
Final Wrap Up

Agenda

2

Background

What’s Changing

Considered/Reviewed but Not Changing

Federal Classes

Summary

Committee members and meeting participants are prohibited from discussing any matter pertaining
specifically and directly to rates or loss costs in any particular state or states.
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3

Background

As reported at Actuarial Committee (AC) meetings over the past
three years, staff has engaged in an extensive review of class
ratemaking, with particular emphasis on credibility and small
classes

The research portion of this project has been completed

This presentation will provide a high level wrap up

4

Class Ratemaking Changes
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What’s Changing

Credibility formulas for Indicated Pure Premiums (IPPs) and
National Pure Premiums (NPPs) will be updated with the
following parameters:

Exponent of 0.5
Double today’s Full Standards

These changes are planned for the upcoming rate filing cycle

See Feb 2017 AC Agenda for more on this decision

6

Considered and Reviewed But Not Changing
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Reviewed But Not Changing

Major items that were considered and reviewed but will not be
incorporated:

Basing credibility on indemnity and medical combined rather
than separately

See Feb 2017 AC Agenda

Changing the number of policy periods used for IPP and NPP
See Oct 2015 AC Agenda

Implementing new pure premium components: frequency
estimators, severity estimators and Group Pure Premiums
(GPPs)

See Feb 2017 AC Agenda

8

Reviewed But Not Changing

Major items that were considered and reviewed but will not be
incorporated:

Reseeding the smallest classes
NCCI underwriting staff plans to eliminate/revise the classes we
were considering for reseeding

Eliminating Industry Group differentials
See AC Agenda for this meeting (Feb 2018)

Continued …
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Federal Classes

10

Federal Classes

Federal classes consist of the USL&HW (F Classes), Maritime
and FELA classes*
These classes will benefit from the upcoming changes to
credibility
A separate project will determine whether any additional
changes would be beneficial

* USL&HW: United States Longshore and Harbor Workers Act
FELA: Federal Employers Liability Act
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Summary

Summary

Credibility formulas for Indicated Pure Premiums (IPPs) and
National Pure Premiums (NPPs) will be updated with the
following parameters:

Exponent of 0.5
Double today’s Full Standards

These changes are planned for the upcoming rate filing cycle

NCCI underwriting will be eliminating/revising approximately
two dozen class codes as a result of our research

Federal classes will be reviewed as part of a separate project

12
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NATIONAL COUNCIL ON COMPENSATION INSURANCE, INC.  
 

MISSOURI ADVISORY LOSS COSTS AND RATING VALUES FILING—JANUARY 1, 2021 
 

RESPONSES TO THE DEPARTMENT OF COMMERCE AND INSURANCE’S REQUESTS  
DATED OCTOBER 13, 2020 

 
 

 
 
 

1. Exhibit II, Section B, Page 43 of 98: Please provide the underlying data and analysis 
used to determine the Missouri Selected AOE provision of 9.1%. This would include 
the data and calculations used to determine the provision for the Missouri state fund 
that was weighted with the countrywide private carrier AOE provision. 
 
Please see the attached Exhibit 1 for the requested information. 
 
State fund ultimate AOE ratios are determined based on data reported to NCCI on the 
financial Call for Loss Adjustment Expense (Financial Call #19). A weighted average of 
the state fund and private carrier AOE ratios is calculated, where the weights reflect the 
respective shares of ultimate projected losses for the loss cost effective period. 
 
 



Exhibit 1
Missouri
Derivation of the Adjusting and Other Expense (AOE) Provision

(1) (2) (3) = [(1)+(2)]/2 (4) (5) (6) = [(4)+(5)]/2
Ultimate AOE Ultimate AOE Average Ultimate AOE Ultimate AOE Average

Ratio Based on Ratio Based on Ultimate AOE Ratio Based on Ratio Based on Ultimate AOE
AY Paid Data Incurred Data Ratio Paid Data Incurred Data Ratio
2015 7.8% 7.8% 7.8% 10.6% 9.9% 10.3%
2016 8.3% 8.2% 8.3% 9.7% 9.1% 9.4%
2017 8.9% 8.8% 8.9% 9.3% 8.5% 8.9%
2018 8.8% 8.8% 8.8% 9.6% 9.3% 9.5%
2019 9.0% 8.8% 8.9% 10.5% 10.5% 10.5%

(7) Selected AOE ratio 8.9% 9.7%

(8) Weights 71% 29%

(9) Weighted-average AOE ratio = (0.089 x 0.71) +  (0.097 x 0.29) = 9.1%

© Copyright 2020 National Council on Compensation Insurance Inc. All Rights Reserved.
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NATIONAL COUNCIL ON COMPENSATION INSURANCE, INC.  
 

MISSOURI ADVISORY LOSS COSTS AND RATING VALUES FILING—JANUARY 1, 2021 
 

RESPONSE TO THE DEPARTMENT OF COMMERCE AND INSURANCE’S REQUEST  
DATED OCTOBER 20, 2020 

 
 

 
 
 

1. Please explain why the Average Ultimate AOE Ratios provided in the response to the 
objection dated October 13, 2020 do not equal the AOE ratios in Exhibit II on page 43 
of the filing. 
 
Please refer to Response 8 in connection with the objection letter dated September 28, 
2020. Exhibit 8 provided in response to that prior request contains the calculations 
underlying the new AOE methodology proposed with this year’s filing. Note that the 
historical countrywide AOE values shown for years 2015 through 2018 on page 43 of 
the filing are based on the current AOE methodology. The countrywide selected AOE 
provision shown on page 43 of the filing is based on the five years of AOE indications 
shown in the previously provided Exhibit 8. These five years of AOE indications are also 
reflected in the supporting calculations provided in response to the objection letter 
dated October 13, 2020. 
 
 



For questions about your 
insurance policy or to file a complaint 

against an insurance company or agent:

insurance.mo.gov
800-726-7390

Harry S Truman Building, Room 530
301 W. High St.

PO Box 690
Jefferson City, MO 65102
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