THE WORKERS’ COMPENSATION
RATING AND INSPECTION BUREAU OF MASSACHUSETTS

107 ARCH STREET - 5TH FLOOR, BOSTON, MA 02110
{617) 439-9030 FAX 439-6055

May 6, 1996

CIRCULAR LETTER NO. 1750

To All Members and Subscribers of the Bureau:

NEW PREMIUM DISCOUNT TABLES
AND CORRESPONDING EXPENSE RATIOS
FOR RETROSPECTIVE RATING

As announced in Circular Letter No. 1748, new Premium Discount Tables were
approved to be effective May 1, 1996.

Please note that there is 'no longer any differentiation in the Premium Discount
Tables on the basis of “Stock” or “Non-Stock.” Carriers will have to elect either the new
“Type A Discount” or “Type B Discount” and should inform the Bureau of this election by
completing the attached form, returning it to me prior to May 24, 1996, and retain the
duplicate copy for their records. Different elections may be made for each insurer in a
group. Elections are effective May 1, 1996 and may not be changed for at least one
year. Elections continue in effect after one year until either we are notified of a change
in election or the tables are revised. Premium discounts do not apply to assigned risks.

Attached are the Tables of Expense Ratios for use in Retrospective Rating, that
correspond to the new Premium Discount Tables. The tables have been revised to
incorporate the new Premium Discount Tables. The Retrospective Rating Parameters
other than the Premium Discounts have not been changed. These parameters are also
attached for your convenience.

NORMAN R. FONTAINE
Vice President of Industry Affairs

NRF/dc 2849
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MAIL VOTE
To:  Norman R. Fontaine
Vice President of Industry Affairs
Date:
ELECTION OF PREMIUM DISCOUNT
~ PREMIUM DISCOUNTS
Graduation 'Type A Type B
of Discount Discount
Premium
First $ 10,000 0.0% 0.0%
Next $ 190,000 9.1% 5.1%
Next  $1,550,000 11.3% 6.5%
Over  $1,750,000 12.3% 7.5%
| elect “Type A” Discount ]
| elect “Type B” Discount |:]
Name of Company (Print)
Committee Representative
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Massachusetts Workers' Compensation

Expense Provisions Underlying the Retrospective Rating Plans

(1)  Expected Loss and LAE Ratio (adjusted for Residual Market Subsidy) 83.0%
1-[(4) + (5) + (7)]

(2) Loss Adjustment Expense (as percentage of losses) 10.0%

(3) Expected Loss without LAE (O +(2)] 75.5%

Tax Multiplier ' 1.065

T/(1-[(5) +(6) + (7))

Expenses excluding Premium Taxes but including LAE 18.4%
1-13) + (5) + (B) + ()]

Acquisition and Field Supervision (Net of Premium Discount) 7.2%
Fixed Expenses (Net of Premium Discount) 3.0%
Premium Discount 10.5%
Premium Taxes (Net of Premium Discount) 2.0%
Profit and Contingencies -9.5%
(4) Total Expenses 13.2%
(6) Residual Market Subsidy 3.3%
(6) Premium Tax Rate 2.3%
(7) Insolvency Fund Assessment 0.5%

Note: All expense provisions underlying the Retrospective Rating Plans remain in effect from the
stipulation and the Commissioner's Decision approving rates to be effective 1/1/91.



Massachusetts Workers' Compensation

Expense Provisions Underlying the ALAE Option Retrospective Rating P!

@) Expected Loss without Loss Adjustment Expense 75.5%
(2) Provision for Allocated ALAE (as percentage of losses) 5.0%
Expected Loss plus Allocated LAE Ratio 79.3%
(3) Loss Adjustment Expense 10.0%
Loss Conversion Factor 1.048

1+@/[1+(@2)

Tax Multiplier 1.065
4) Expenses excluding Premium Taxes but including LAE 18.4%
Expenses including all Unallocated LAE but excluding 14.6%

Allocated LAE and Premium Taxes

(4)-[(2) X (1)]

Note: Ali expense provisions underlying the Option Retrospective Rating Plan remain in effect
from 4/1/95.
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