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Clear Path Employer Services

A First Canadian Human Capital Risk Management (HCRM) firm

I ldentify, mitigate, and manage human capital risks

i Deploy risk control techniques that save you money by reducing frequency, severity
and unpredictability of human capital losses

A Specialization in WSIB Claims Management
I Acquiring SIEF cost relief
I Creating and implementing RTW (return-to-work) programs for injured workers
I Objecting to suspicious claims and questioning unfavorable WSIB decisions
I Workwell audit assistance
A About our team:
I HR professionals with at least 10 years industry experience
I Medical professionals (RN, OHN, D.c.) with Disability Management expertise
I Paralegal for Appeal Representation
I Network of strategic partners in Health & Safety and Occupational Health
A Cambridge head office with satellite offices
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Overview of the WSIB system
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The Act imposes certain obligations on Ontario employers

Most employers in Ontario must:

Yy Register with the WSIB within ten days of the day they hire their first employee;
y Pay regular WSIB premiums based on the size of their payroll;

Yy Report work-related injuries;

y Complete WSIB accident report forms;

y Ensure first aid is available to all their workers; and

Yy Co-operate with their injured workers to achieve early and safe return to work.

Violations of WSIB policies can result in administrative penalties; and violations
of the Act can result in large fines for companies and individuals, and even
jail terms.

By ensuring that you are in full compliance, you will avoid penalties and make
the workplace safety and insurance system as cost-effective and efficient as
it can be.

Source: WSIB Website & c LEARPAT H
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Advantages for Employers in WSIB Registration

Protection from lawsuits:

- WSIB benefits replace the worker's right to sue the employer for similar benefits.

No-fault insurance :

- WSIB generally does not consider who is at fault when determining benefits.

Workplace insurance benefits for your workers:

- WSIB insurance replaces lost earnings and covers health care costs resulting from work-
related injuries and ilinesses.

Prevention and training programs:

- Workplace iliness or injury can deprive you of essential staff and can seriously affect your
company's productivity.

- The WSIB provides numerous prevention, training, and education programs that help you
prevent accidents and illness before they cost you money.

Help in returning workers to the job :

- Getting valuable staff back on the job sooner means your business can return to full
productivity sooner.

- It also means your insurance claim will be smaller and your premium may be reduced.

- The WSIB claims management team will help you ensure that your worker gets effective
health care and gets back to work as soon as possible.
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Insurance features of NEER that benefit employers

AMaximums (caps) in place to help mitigate cost of extraordinary claims

AClaim cost limit/maximums
AFirm limit/maximums

APremium rates based on level of risk in your industry and size of your payroll

ALow risk industries pay much less than industries such as mining and trucking
ASmaller companies pay less than large organizations

ACompanyb6s liability |Iimited to 3 year windo
ACosts incurred after 3 years are paid through general premiums

AClaims involving hearing loss and asbestos excluded from your NEER
ACan be extremely expensive

AAvailability of cost reduction programs such as SIEF and 3rd Party Cost Transfer
AGenerally have to ask for them

ASmaller companies may have reduced costs through lower Rating Factor
AAs low as 40% responsibility versus 100% for larger firms
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Challenges for Employers in dealing with the WSIB (Pt 1)

Political agenda of the Board:

- Biased towards worker
- New policies and requirements make the RTW process more difficult for employers

Mandatory enrolment for most companies

- High premiums
- Paid in advance

Dealing with bureaucracy at the Board:

- Significant administrative requirements and deadlines to be met
- Cost relief not provided unless requested

Specialized expertise required to manage claims effectively:

- Dedicated resource often required to successfully manoeuvre complicated process
- Employer must absorb this cost

Contin
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Challenges for Employers in dealing with the WSIB (Pt 2)

Inconsistent decisions from different Adjudicators
- Knowledge of Act essential to object as necessary

One claim can have significantly negative impact:
- Expected claim costs can leave very little room before hitting maximum surcharge

Impact of others in Rate Group impacts your premium:

- Others in your industry can increase your costs
- Regardless of your own performance

WSI B issuing a NEL award can make aopreviou

-This can have a significant impact on your costs
- Example: $5K award could have a $100K impact
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How the system works

Each year, the WSIB
estimates how much it will
cost them to manage your
workplace injuries, based
on the following criteria:

ASize of your payroll

A Historical costs incurred
by the Board in treating
injured workers from your
company

AAvg. costs of your industry
(Rate Group)

A Admin costs incurred by
the Board overall

AOverhead

AFuture Costs estimates of
your existing claims

Scenario 1:

Your company has no claims
or fewer than estimated by
the Board:

1. You will likely get a
refund of some of the
premiums you paid

2. You are benefiting your
Rate Group overall

Scenario 2:

Your company has claims
that cost exactly what was
estimated by the Board:

A You will likely owe no
additional money (also,
likely no refund)

A Your impact on your
Rate Group is neutral

Your company is required to
pay premiums as part of
this mandatory insurance
program

X

X
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Costs associated with a workplace injury for an employer

1 H - = d : % 4 = l Mn tr
Severity of Injury: N _d . A = i
= P—— = e A = = = = s = Labour
V V

e Dr. visit, no .. .
Dr. visit, but ; . Dr. visit, more Dr. visit
- ] g L/T, but Dr. visit, some ; { Permanent
Only First Aid no L{T or modified L/T, modified than 4 wggks extended _L_/T Impairment
Required modified T TS ol L/T, modified and/or modified (P.1)
duties required q duties required duties required :

I

| |

AHealth Care Benefits Previous costs plus potential for: Previous costs plus potential for:
- paid to physician and
treating practitioners

A Full LOE (Loss of Earnings) benefits A LMR (Labour Market Re-Entry)
T bi-weekly temporary benefits - Retraining program, paid education costs (tuition,
books, etc.) as well as biweekly LOE to age 65

A Partial LOE (Loss of Earnings) benefits

T if injured worker is working reduced hours and being A NEL pension (Non-Economic Loss) award to
paid partial wages by employer compensate for i mpact on
—
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Impact of WSIB claims on your workforce

Morale & Productivity:

A Employee morale
A Additional payroll for others replacing the injured worker or picking up slack while they
are on modified duties

Attitude of Entitlement:

N

ASometi mes injured workers feel they are
AfiTake a few days offo mentality

Toxic environment:

Alnfluence of fAone bad appled can create
A Risk of indefinite modified duties

Board response to repeat offenders:

A Potential for Workwell Audit if company has history of workplace accidents
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Considerations for Employers

Types of Benefits:

A Loss of earnings i LOE, 85% of pre-injury wages, can be full or partial

A Health Care i doctors visits, specialist appointments, hospital stays, FAF/Dr. note

A Pension for permanent impairment i Non economic loss awards, lump sum payments

A Retraining i Labour Market Re-entry program, includes LOE for the period in the program

Re-employment obligations: (assumes at least one year of continuous employment):

A 1 year after worker declared fit to return to essential duties of pre-injury job or suitable work
A Two years from the date of injury/illness

A Date the worker reaches age 65

Appeals:
A Either an employer or an employee can appeal any WSIB decision

A Time limits for appeal and objection
A 3 stages of appeal (Reconsideration, Appeal at Board level, Appeal at Tribunal)

Non-Occupational Health Issues:
A Costs related to injuries incurred outside the workplace should not be the responsibility of
the employer, although they may be covered

Clearance Certificates:

A External contractors to provide evidence of coverage in case of an accident at your site
A Difficult to acquire them if youdre paying
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Ways to Reduce your WSIB Claim Costs

o To T DT>

Have good prevention strategies in place
Get the worker back to work (aim for no lost-time)
Limit lost time to 4 weeks or less

Return injured workers back to regular or modified duties prior to
December31st, i n order to prevent nact.

Provide a written offer of modified work to the worker ASAP after
iIncident (registered mail), copies to the Doctor and WSIB

Ask for SIEF cost relief if there is any indication of pre-existing issues
or lost time is prolonged

Pay out-of-pocket for medical diagnostics (when applicable) in order
to accelerate the return-to-work process

>
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What iIs NEER?

A NEER is a cost driven plan, linked to Prevention
and Early and Safe Return to Work

I Formal H&S Program assists in eliminating or minimizing claims
I ESRTW program will minimize financial impact under NEER

A Retrospective plan that redistributes premiums

within each rate group via refunds and surcharges
i AYou pay your competitor or you
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Who Is part of NEER?

Employers who:

A Pay more than $25,000 per year in premiums, and

A Are in a non-construction rate group (if in one or more
construction sector rate groups, see CAD-7), and

A Schedule 1 employer, and

A Have been open at least one full year (account open
prior to February 1 and still open on December 30t)
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How does NEER work?

To Po o To Io Io I

Premium paid each year based on every $100 of Payroll
Expected costs are a portion of the premiums paid each year
Claim Costs are charged to accident year

Actual costs are compared to Expected costs for each claim year

Refund or Surcharge levied in September each year

Three years of claims are under review each September
Claims of 2008, 2007 and 2006 under review in September 2009

nsurance Features (nCapso).:

To o To T |—

Maximum Surcharges equals 4x Expected Costs (as of 2006)
Maximum Claim cost limits i different for each year

2008 maximum claim costs $366,500

2009 maximum claim costs $373,000
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Costs Charged to Accident Year

A Claim Costs are charged to the accident year
A Not charged to the year in which the payment is made

A Claim costs are updated on the quarterly statements, which
means NEER costs change over time

A NEER consists ALL claim costs from the date of accident up
to and including final review

A Claim costs continue for life of claim on monthly cost
statement but Adrop off o NEE
complete
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NEER Three Year Review

Claim Year Sept 2007 Sept 2008 Sept 2009 | Sept 2010
2009 15t review
2008 1streview | 2" review
2007 15t review 2"d review | 3 review
2006 15t review 2"d review 3'd review

>
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NEER Statements

A Issued quarterly
I March, June, September and December
I Issued approximately 6-7 weeks after the statement due

A NEER statement is separated into two statements:
I Firm Summary Statement
I Claim Cost Statement

A Information updates are provided on page two of the
NEER statement

A Remember to check your monthly cost statements!
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NEER Firm Summary Statement

ABC Company Ltd.

Page 1

999 Any Street Account No. 12345767

Any City, ON Firm No. 567890

Rate No. 999

Past Awards to: 30 Sep 08

Expected
Cost NEER Rating
Accident | Premium Factor Expected | Costs Factor Perform-

Year €)) (%) Costs ($) %) (%) ance Index
2008
2007
2006
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NEER Claim Cost Statement

ABC Company Ltd. Page 1
999 Any Street Account No. 12345767
Any City, ON Firm No. 567890
Rate No. 999
Past Awards to: 30 Sep 08
Non- Pension | Discounted | Projected Limited
Claim Worker's | Accident | CIm Clm Pension Awards Past Future Over Claim
Number Name Date Type | Age (%) (%) Awards Costs head Costs
234567 Aworker  05Jan07 7 / N
Non Pension / L _ I
Health Care i Discounted
Loss of Earnings : Non Pension + Pension
(LOE) Pension

Labour Market
Re -entry (LMR)

Non Economic
Loss Award (NEL)

Survivors Benefits

\

/

SIEF is applied to ACTUAL costs

Costs paid beyond year
of accident are
odi scountedod
accident year dollars

\

b

/

ac
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Claim Type

Based on 3 Factors:

T Non- Pension | Discounted | Projected Limited
Claim Worker's | Acciden Clm Im Pension Awards Past Future Over Claim
Number Name Date Type ge %) %) Awards Costs head Costs
234567  Aworker 0sian07 N\ /
TYPE Of BENEFITS: DURATION: ACTIVITY:
AHealth Care AHow long were LOE ACTIVE:

ALoss of Earnings (LOE)
ANon Economic Loss (NEL)

AlLoss of Earnings
U post 24 months

ASurvivors

benefits paid?

A Formula:

Total LOE / Initial Weekly
Pay Rate

A'Non Health care costs paid in
the year of review

INACTIVE:
ANo costs, other than health care,
paid in the year of review
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Claim Type Chart

Benefit Type Claim Type

LOE < One Week * 01 i i '
= QB HHEE A Applies to claims occurring

Health Care Only 02 Jan 01, 2004 onwards

Loss of Earnings (LOE):

Less than 4 weeks of payment Active 03 )
Inactive 04
4 weeks to <16 weeks of payment Active 05
Inactive 06
16 weeks to < 52 weeks of payment Active 07
Inactive 08 .
52 to 104 weeks of payment Active 09 ﬁLOE overr_ldes Health Care
e 0 NEL overrides LOE less
___ | than 104 weeks
Permanent Disability Awards: ALOE post 24 months with
Non-Economic Loss (NEL) Award Active 11 RP Cont. overrides NEL
[P 12 AFatality overrides all
LOE Payment post 24 months after Active 13
accident with Retirement Pension
Inactive 14
Fatality 15 —
Other 15 < CLEARPATH



Example of Claim Type

©N Non- Pension | Discounted | Projected Limited
Claim Worker's | Accide Clm Clm Pension Awards Past Future Over Claim
Number Name Date Type | |Age (%) (%) Awards Costs head Costs

234567 Aworker  05Jan07 \ 09 /

Claims Information:

Type of Benefits:

AHealth Care: $13,000.00 Type of
AlLoss of Earnings: $56,800.00 Benefit:
LOE
Duration: LOE Initial Weekly Rate
AWeekly Rate: $800 -
Active
Activity: weeks
AWas there a non health care payment
made in the year of review?
AYes? Active
ANo0? Inactive
ANEER Statement: 30SEP08 LOE paid
in 2008

% CLEAR PATH
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Claim Age

o Non- Pension | Discounted | Projected Limited
Claim Worker's | Accident | Cl Clm Pension Awards Past Future Over Claim
Number Name Date Type | Age (%) (%) Awards Costs head Costs

234567 A worker 05Jan07 09 \ 20 /

Reflects the maturity of the claim

Count the months from accident date to statement date
(do not include month of accident)

Does not reflect duration of benefits
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Claim Age

> Past Awards to: Sep 30, 2008

N Non- Pension | Discounted | Projected Limited
Claim Worker's | Accident | CI Clm Pension Awards Past Future Over Claim
Number Name Date Type | Age (%) %) Awards Costs head Costs
234567 A worker 05Jan07 \ 20 /
—> Past Awards to: Sep 30, 2009
Non- Pension | Discounted | Projected Limited
Claim Worker's | Accident | Cim Clm Pension Awards Past Future Over Claim
Number Name Date Typ Age %) (%) Awards Costs head Costs
234567  Aworker  05Jan07 \ 32 /
> Past Awards to: Sep 30, 2010
Non- Pension | Discounted | Projected Limited
Claim Worker's | Accident | Clm Clm Pension Awards Past Future Over Claim
Number Name Date Typ Age %) (%) Awards Costs head Costs
234567 A worker  05Jan07 \ 44 /
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Purpose of Claim Type and Claim Age

Non- Pension | Discounted | Projected Limited
Claim Worker's | Accident Clm Clm Pension Awards Past Future Over Claim
Number Name Date Type | Age (%) (%) Awards Costs head Costs

234567 A worker 05Jan07 09 20

AUsed to determine the Reserve Factor
AReserve Factor is used to calculate the Projected Future Cost
AReserve Factor tables are developed by Actuarial Services

ARate Group Range and Accident Year specific

% CLEAR PATH
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Projected Future Costs

Non- Pension | Discounted | Projected Limited
Claim Worker's | Accident Clm Clm Pension Awards Past Future Over Claim
Number Name Date Type | Age (%) (%) Awards Costs head Costs

234567 A worker 05Jan07 09 20

AReflects the estimate of the future lifetime cost of
the claim beyond the NEER Statement date

AFormula
ADiscounted Non Pension Cost x Reserve Factor

% CLEAR PATH

>




Reserve Factor Table Example

/\/\ Non- Pension | Discounted | Projected Limited
Claim Worker's | Accident | Clm | cim | Pension | awards Past Future Over Claim
Number Name Date Type | Age (%) $) Awards Costs head Costs
234567 A worker 05Jan07 X@ \20 /
Age in CT cT cT CT % CT
Months 02 04 2 10 11 12 ¥ 15
00 0.0000 \% 18.399 4.6559 31.1038 4.3999 \% 0.0000
Z vz Z Z Z Z v/ Z
Z vz Z Z Z Z V2 Z
Z vz Z Z Z Z v/ Z
0.0000 1.4355 0.6048 \% @ 0.9460 2.1631 0.9501 % 0.0000
Z Z Z vz Z Z Z v Z
Z Z Z Z Y Z For every dollar paid on this active claim type, Z
yA yA ya Z vz Z the WSIB reserves $3.2048 Z
44 0.0000 2.0231 0.4167 % 1.2361 0.3788 1.0406 0.5697 % 0.0000
Z Z Z Z vz Z Z Z Z V2 Z
48 0.0000 3.0089 0.4088 % 1.3560 0.3777 1.1881 0.5537 % 0.0000 CT

It is Rate Group Range and Accident Year specific

>
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Projected Future Costs

Non- Pension | Discounted | Projected Limited
Claim Worker's | Accident | Cim Clm Pension Awards Past Future Over Claim
Number Name Date Type | Age (%) (%) Awards Costs head Costs
234567 A worker 05Jan07 09 20 69,800 0.00 69,349.20

Future Costs

Discounted Non Pension X Reserve Factor

$ 69,340.20

$222,250.32

X

3.2048
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Overhead Costs

AOverhead factor is rate group and accident year specific

Alt is based on a comparison of the administrative components
to the claims costs component of your premium price

Accident Year 2008 2007 2006 2005
Claim Cost Limit ($) 366,500 359,000 347,000 270,800
Overhead Factor (%) 35.00 34.00 34.00 32.00

Overhead Costs:

= (Discounted Awards + Future Costs) x Overhead Factor (%)
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Overhead Costs

Accident Year: 2007
Claim Cost Limit ($) 359,000
Overhead Factor (%) 34.00
Non- Pension Discounted
Claim Worker's Accident Clm Clm Pension Awards Past Projected Over head Limited
Number Name Date Type Age ()] (%) Awards Future Costs Costs ($) Claim Costs
234567 A worker  05Jan07 09 20 69,800 0.00 69,349.20 222,250.32

] Overhead Costs

(Discounted Awards + Future Costs) x Overhead Factor (%)

($ 69,349.20 + $222,250.32) x 34.00%

$291,599.52 x 34.00%

$99,143.84
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Limited Claim Costs

Non- Pension Discounted Limited
Claim Worker's Accident Clm Clm Pension Awards Past Projected Over head Claim
Number Name Date Type Age ($) (%) Awards Future Costs Costs ($) Costs
234567 A worker  05Jan07 09 20 69,800 0.00 69,349.20 222,250.32 99,143.84

ALimited Claim Costs = Discounted + Projected + Overhead
ASubject to a Claim Cost Limit

A2006 onward
A5 x Maximum Insurable Earnings

APre -2006 :
A4 x Maximum Insurable Earnings

Maximum Insurable Earnings:
(for reporting to WSIB and payout to injured worker)

2008: $73,300
2007: $71,800
2006: $69,400
2005: $67,700
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Limited Claim Costs

Non- Pension Discounted Limited
Claim Worker's Accident Clm Clm Pension Awards Past Projected Over head Claim
Number Name Date Type Age ($) (%) Awards Future Costs Costs ($) Costs
234567 A worker  05Jan07 09 20 69,800 0.00 69,349.20 222,250.32 99,143.84

Limited Claim Costs = Discounted Past Awards + Projected Future Costs + Overhead Costs

= $ 69,349.20 + $220,250.32 + $99,143.84
Total: = $390,743.36
Choose the lesser of these two values
Vs. as the Limited Claim Cost

Claim Cost Limit: $ 359,000.00

$ 359,000 =5 x $71,800
Max Insurable Earnings
for the year 2007
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NEER Costs

NEER Costs = Total Limited Claim Costs subject to a maximum (Firm Limit)

Non- Pension Discounted
Claim Worker's Accident Clm Clm Pension Awards Past Projected Over head Limited
Number Name Date Type Age (%) 6)] Awards Future Costs Costs ($) Claim Costs
234567 A worker  05Jan07 09 20 69,800 0.00 69,349.20 222,250.32 99,143.84 359,000.00
345678 B worker 04Apr07 02 17 110.26 0.00 110.26 0.00 37.49 147.75
456789 C worker  15Jun07 01 15 135.86 0.00 135.86 0.00 46.19 182.05
567890 D worker  24Jul07 06 14 8,900 0.00 8,900.00 8,161.30 5,800.84 22,862.14
678901 E worker  27Aug07 07 13 25,000 0.00 24,764.80 104,539.65 43,963.51 173,207.96
789012 F worker 110ct07 01 11 459.13 0.00 459.13 0.00 156.10 615.23
890123 G worker  22Dec07 05 9 7,000 0.00 6,862.80 28,589.74 12,053.86 47,506.40
Total 2007 111,405.25 0.00 110,582.05 363,541.01 161,201.83 635,324.89
Total NEER Costs ***: 297,792.00

*** For years prior to 2006, *** Commencing with 2006,

Total NEER Costs are capped Total NEER Costs are capped

at 3x the Expected Costs at 4x the Expected Costs

>
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NEER Firm Summary Statement

ABC Limited
123 Any Street
Anytown, ON
KOK OMO

Accident
Year

2008
2007
2006
2005

Premiums

($)

Page 1
200 Front St. West Account No. 1234567
Toronto, ON Firm No. 567890
M5V 3J1 Rate No. 999

Expected
Cost Factor
(%)

Past Awards to: 30 SEP 08

Expected NEER Costs Rating Performance
Costs () %) Factor (%) Index

297,792
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NEER Claim Cost Statement Overview

Non- Pension Discounted
Claim Worker's Accident Clim Clim Pension Awards Past Projected Over head Limited
Number Name Date Type Age ()] (%) Awards Future Costs Costs ($) Claim Costs
234567 A worker  05Jan07 09 20 69,800 0.00 69,349.20 222,250.32 99,143.84 359,000.00

Claims Recording Info:

x Grouped by accident year
x Listed in claim # order

x Excludes:
A Certain Occupational Disease claims
AClaims transferred to a 3 d Party

x Make sure info is correct:
AAre they your workers?

ACorrect accident date?

AcCorrect rate group?

Actual Claims Costs:

x Total claims costs
from accident to
NEER Statement date

x Does not include costs
transferred to the Second
Injury Enhancement
Fund (SIEF)

Use your Accident Cost
Statement to manage your
NEER Claim Cost

Calculated NEER Costs:

x Determined by:
AcClaim Type
AClaim Age
ARate group factors:

U Reserves
U Overhead Factor

U Insurance feature:
U Claim Cost Limit

CLEAR PATH
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Claim Cost
RAARR ﬂ Statement Exercise
- r

rskmanacevent - PUttING It all together
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Case Study: Return to Work (Scenario 1)

Claim Information

Wor ker s Na Bmom, Ray
Accident Date: May 25, 2007 Weekly Benefits: $800
Discounting: None, use cost as is Overhead Factor: 46%
Claim Cost Limit: $359,000 Past Awards to: 30Sep08
Scenario#1 0 RTW Jun 1, 2007 (4 days) 0 Health Care costs - $150.00
A B C D E F G H
Clm Cim Non Pension Discounted Future Overhead Limited
Type Age Pension Awards Costs Costs Costs
01 16 790 0 790 0 363.40 1,153.40
Reserve Factor: 0
C = Sum of Health Care, LOE and LMR costs G = (E + F) x Overhead Factor
D = Sum of NEL Awards and Survivor Benefits H=E+F+G
E = Sum of C + D converted back to Accident Year dollars | = Intersection for Claim Age & Type
F = (ED)xI from Reserve Factor spreadsheet

Learning:

AFuture Costs are zero (0) since Reserve Factor is 0.00 for all 01 and 02 Claim Types
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Case Study: Return to Work (Scenario 2)

Claim Information

Wor ker 0s

N a Bbom, Ray

Accident Date: May 25, 2007 Weekly Benefits: $800
Discounting: None, use cost as is Overhead Factor: 46%
Claim Cost Limit: $359,000 Past Awards to: 30Sep08
Scenario#2 0 RTW Jul 12, 2007 (7 weeks) 0 Health Care costs - $250.00
A B C D E F G H
Clm Clm Non Pension Discounted Future Overhead Limited
Type Age Pension Awards Costs Costs Costs
06 16 5,850 0 5,850 4,981.28 4,982.31 15,813.67
| Reserve Factor: .8515
Sum of Health Care, LOE and LMR costs G = (E + F) x Overhead Factor
H=E+F+G

Sum of NEL Awards and Survivor Benefits

mmoO

(E-D) X |

Sum of C + D converted back to Accident Year dollars |

Intersection for Claim Age & Type
from Reserve Factor spreadsheet
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Case Study: Return to Work (Scenario 3)

Claim Information

Wor ker s Na Bmom, Ray

Accident Date: May 25, 2007 Weekly Benefits: $800
Discounting: None, use cost as is Overhead Factor: 46%
Claim Cost Limit: $359,000 Past Awards to: 30Sep08
Scenario #3 0 RTW Nov 29, 2007 (28 weeks) 0 Health Care costs - $1,100
A B C D E F G H
Clm Clm Non Pension Discounted Future Overhead Limited
Type Age Pension Awards Costs Costs Costs
08 16 23,500 0 23,500 22,038.30 | 20,947.62 |66,485.92
| Reserve Factor: .9378
Sum of Health Care, LOE and LMR costs G = (E + F) x Overhead Factor
Sum of NEL Awards and Survivor Benefits H=E+F+G

Sum of C + D converted back to Accident Year dollars | = Intersection for Claim Age & Type
(ED) x| from Reserve Factor spreadsheet

Mmoo
o
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Case Study: Return to Work (Scenario 4)

Claim Information

Wor ker s Na Bmom, Ray

Accident Date: May 25, 2007 Weekly Benefits: $800

Discounting: None, use cost as is Overhead Factor: 46%

Claim Cost Limit: $359,000 Past Awards to: 30Sep08

Scenario#4 & RTW Nov 29, 2007 (28 weeks) 0 Health Care costs - $1,100

NEL $5,000 awarded in 2008
A B C D E F G H
Cim Cim Non Pension Discounted Future Overhead Limited
Type Age Pension Awards Costs Costs Costs
11 16 23,500 5,000 28,500 86,644.50 | 52,966.47 |168,110.97
| Reserve Factor: 3.6870

C = Sum of Health Care, LOE and LMR costs G = (E + F) x Overhead Factor

D = Sum of NEL Awards and Survivor Benefits H=E+F+G _

E = Sum of C + D converted back to Accident Year dollars | = Intersection for Claim Age & Type

F = (ED) x| from Reserve Factor spreadsheet

Learning(s): NEL award is removed when calculating Future costs
ANEL awarded in 2008 makes it an Active Claim, even though RTW occurred in 2007. $5,000 NEL award has over $100,000 impact.




Case Study: Return to Work (Scenario 5)

Claim Information

Wor ker s Na Bmom, Ray

Accident Date: May 25, 2007 Weekly Benefits: $800
Discounting: None, use cost as is Overhead Factor: 46%
Claim Cost Limit: $359,000 Past Awards to: 30Sep08
Scenario#5 & No RTW (70 weeks) 0 Health Care costs - $1,500
NEL $5,000 awarded in 2008
A B C D E F G H
Clm Cim Non Pension Discounted Future Overhead Limited
Type Age Pension Awards Costs Costs Costs
11 16 57,500 5,000 62,500 212,002.50 126,271.15 359,000.00
| Reserve Factor: 3.6870
C = Sum of Health Care, LOE and LMR costs G = (E +F) x Overhead Factor
D = Sum of NEL Awards and Survivor Benefits H=E+F+ G _
E = Sum of C + D converted back to Accident Year dollars | = Intersection for Claim Age & Type
F = (ED)xI from Reserve Factor spreadsheet

Learning(s): Limited Claim Costs are capped at 5 x Maximum Insurable Earnings in Accident Year, so actual total of
$400,773.65 is replaced with $359,000 (4 x Maximum Insurable Earnings for 2007 of $71,800)
ABoth the lack of RTW and the NEL awarded in the current year make it an Active Claim.



Case Study: Return to Work (Scenario 6)

Claim Information

Wor ker 0s

N a Bbom, Ray

Accident Date: May 25, 2007 Weekly Benefits: $800
Discounting: None, use cost as is Overhead Factor: 46%
Claim Cost Limit: $359,000 Past Awards to: 30Sep08
Scenario# & No RTW (70 weeks) 0 Health Care costs - $1,500
NEL $5,000 awarded in 2008 0 SIEF applied at 50%
A B C D E F G H
Clm Clm Non Pension Discounted Future Overhead Limited
Type Age Pension Awards Costs Costs Costs
11 16 28,750 2,500 31,250 106,001.25 63,135.58 200,386.82
| Reserve Factor: 3.6870
um of Health Care, LOE and LMR costs G = (E + F) x Overhead Factor
H=E+F+G

mmoOo
o

(E-D) x|

S
Sum of NEL Awards and Survivor Benefits
Sum of C + D converted back to Accident Year dollars |

Intersection for Claim Age & Type
from Reserve Factor spreadsheet

Learning(s): SIEF is applied to Non-Pension, Pension, and Discounted Awards, reducing it by 50%. The impact is significant.
ABoth the lack of RTW and the NEL awarded in the current year make it an Active Claim.
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Secondary Injury & Enhancement Fund (SIEF)

What is SIEF?

A Program offered by the WSIB to encourage companies to employ workers
with a previous injury, handicap, or medical condition

A Reduces the potential exposure for the company should the worker have a
subsequent accident/injury

A Acquiring SIEF does NOT impact the amount of benefits the worker is
eligible to receive 5

Policy
A If a prior disability caused or contributed to the compensable accident,

Or if the period resulting from an accident becomes prolonged or enhanced
due to a pre-existing condition,

A
A All or part of the compensation and health care costs may be transferred
A

from the accident employer in Schedule 1 to the SIEF.
Both physical and psychological disabilities are included.

Source: WSIB Website & C LEARF’AT H



SIEF Cost Relief Matrix

Medical significance of Severity of Percentage of
pre-existing condition* accident** cost transfer***
Minor 50%
Minor Moderate 25%
Major 0%
Minor 75%
Moderate Moderate 50%
Major 25%
Minor 90%-100%
Major Moderate 75%
Major 50%

Definition - "Severity of Accident"

Minor : expected to cause non

Moderate : expected to cause disabling injury

Major : expected to cause serious disability probable permanent disability

Source: WSIB Website

-disabling or minor disabling injury

EMPLOYER SERVICES

——
> 4 CLEAR PATH



Building a NEER

RARAR £11 Firm Summary
o | Statement

RISK MANAGEMENT
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Firm Summary Statement

A Issued quarterly
I March, June, September, December

AShows your firmés bencht
I EXxpected costs

AProvides an overview of
Oy accident year

A Refund/surcharge calculation on your
September statement

» g CLEAR PATH



NEER Firm Summary Statement

Page 1
ABC Limited 200 Front St. West Account No. 1234567
123 Any Street Toronto, ON Firm No. 567890
Anytown, ON M5V 3J1 Rate No. 999
KOK OMO Past Awards to: 30 SEP 08
Accident Premiums Expected Expected NEER Costs Rating Performance
Year (%) Cost Factor Costs ($) 6] Factor (%) Index
(%)
2008
2007
2006
2005

Refund/Surcharge Calculation

Accident Year Primary Previous Current NEER
Statement ($) Adjustment ($) Adjustment ($)

Only on the 2007
September 2006
Statement 2005

Total:

~ CLEAR PATH




Accident Year

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) %) Factor (%) Index
(%)

2007

A Represents a calendar year (Jan 1 i Dec 31)

A Reviewed for a maximum of three years

A Costs in subsequent years charged to year of accident

A Each accident year reviewed independently

A Current year not reviewed for refunds or surcharges

T4 CLEAR PATH



Premiums

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) %) Factor (%) Index
(%)
2007 240,000

A Monies paid to the WSIB based on:
I Business activity (rate classification)
i Size of firm (insurable earnings, a.k.a. Payroll)

A Used to determine:
I Expected Cost Factor
I Rating Factor _

Insurable Earnings: $8,791,209

A Formula: Premium Rate: 2.73

(Insurable Earnings + 100) x Premium Price

Premiums = (8,791,209/100) x 2.73
=87,912.09 x 2.73
= 240,000

T4 CLEAR PATH




Expected Cost Factor (%)

Accident Premiums Expected Expected
Year %) Cost Factor Costs ()
(%)
2007 240,000 31.02

A Varies from year-to-year and firm-to-firm

NEER Costs
($)

A Determined using an actuarial-based formula

A Main components:
A Insurable earnings
A Premiums
A Rate classification

Performance
Index

Rating
Factor (%)

T4 CLEAR PATH




Expected Cost Factor Formula

2004-2005 2006 Onwards
(Payroll x Component) 100 (Payroll x Component) 100
MINUS the Product of: MINUS the Product of:
B (Payroll x Component) 100 1 (Payroll x Component) 100 N
MULTIPLIED BY: MULTIPLIED BY:

(2.00 x Max. Earnings Ceiling) (1.85 x Max. Earnings Ceiling)

(Premiums + (1.5 x Max. Earnings Ceiling) (Premiums + (1.5 x Max. Earnings Ceiling)
Klimited to a maximum of 0.775 and a minimum of 0.15) Alimited to a maximum of 0.775 and a minimum of 0.075)
All DIVIDED BY PREMIUMS All DIVIDED BY PREMIUMS
MULTIPLIED BY: MULTIPLIED BY:
(TRANSITION PREMIUM PRICE (TRANSITION PREMIUM PRICE

TARGET PREMIUM PRICE) TARGET PREMIUM PRICE)

Component is an actuarial value that is

Rate group and accident year specific ™ CLEAR PATH




Expected Costs

Accident Premiums Expected Expected NEER Costs Rating Performance
Year (%) Cost Factor Costs ($) %) Factor (%) Index
(%)
2007 240,000 31.02 74,448

A Reflect the WSIB6s estimate of t he
accident year based on:

A Size of firm (premiums)
A Business activity (rate classification i Risk)
A Expected use of insurance features

A Formula: Premiums x Expected Cost Factor (%)

T4 CLEAR PATH



NEER Costs

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) €] Factor (%) Index
(%)
2007 240,000 31.02 74,448

A NEER Costs T Total Limited Claim Costs for all claims for that
particular accident year

A NEER Costs are subject to a Maximum Firm Limit
A For 2006 onwards:

A Total NEER Costs are capped at 4x the Expected Costs
A For pre-2006:

A Total NEER Costs are capped at 3x the Expected Costs

Example: 74,448 x 4 = 297,792

T4 CLEAR PATH




NEER Costs

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) %) Factor (%) Index
(%)
2007 240,000 31.02 74,448 297,792

A s the Total of the Limited Claim Costs on the NEER Claim Cost Stateme
A Subject to the Firm Limit (NEER Costs are capped at 4x Expected Costs)

Non- Pension Discounted
Claim Worker's Accident Cim Cim Pension Awards Past Projected Over head Limited
Number Name Date Type Age (%) ()] Awards Future Casts Costs ($) Claim Costs
234567 A worker 05Jan07 09 20 69,800 0.00 69,349.20 222,250.32\ 99,143.84 359,000.00
345678 B worker 04Apro7 09 17 110.26 0.00 110.26 0.00 \ 37.49 147.75
456789 C worker 15Jun07 09 15 135.86 0.00 135.86 0.00 \ 46.19 182.05
567890 D worker  24Jul07 09 14 8,900 0.00 8,900.00 8,161.30 ,800.84 22,862.14
678901 E worker 27Aug07 09 13 25,000 0.00 24,764.80 104,539.65 43,863.51 173,207.96
789012 F worker 110ct07 09 11 459.13 0.00 459.13 0.00 1§Q.1O 615.23
890123 G worker  22Dec07 09 9 7,000 0.00 6,862.80 28,589.74 12,053.%(2 47,506.40
Total 2007 111,405.25 0.00 110,582.05 363,541.01 161,201.83\ 635,324.89
Expected Costs = 74,448 Total NEER Costs ™= 297{92.00 )

NEER Firm Limit = 4 x 74,448 = 297,792 CLEAR PATH
<y EMPLOYER SERVICE
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Rating Factor %

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) %) Factor (%) Index
(%)
2007 240,000 31.02 74,448 297,792 55.07
A Represents the firmbés |l evel of res

A Ranges from 40% - 100%

» g CLEAR PATH




Rating Factor Formula (2004 onwards)

Premiums
"""" X100
Premiums + (5x Max Insurable Earnings)
15% + Maximum of OR

Insurable Earnings

T T e X 100
Ins. Earnings + (225 x Max Ins. Earnings)

Minimum: 40%
Maximum: 100%

>
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Performance Index i 2006 onward

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) %) Factor (%) Index
(%)
2007 240,000 31.02 74,448 297,792 55.07 4.00 *
* Subject to a maximum surcharge
A Reflects firmds overall record fo
A Ranges from 0.00 to 4.00
A Refund range: 0.00 to 0.99
A 0.00 = maximum refund
A Surcharge range: 1.01 to 4.00 EST—————
A 4.00 = maximum surcharge = NEER Costs Expected Costs
=297,792 74,448
=4.00 *
A Formula: NEER Costs Expected Costs

T4 CLEAR PATH
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Firm Summary Statement Completed

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) %) Factor (%) Index
(%)
2007 240,000 31.02 74,448 297,792 55.07 4.00 *
A A record of your firmés fperfor man
A Premiums are used to determine:

A Expected Costs and Rating Factor
Expected Costs are your benchmark
NEER Costs are taken from the NEER Claim Cost Statement
A Subject to the Firm Limit = 3x Expected Costs (Pre-2006)
A Firm Limit for 2006 onward = 4x Expected Costs
Rating Factor = responsibility factor
Performance Index is a comparison of your NEER Costs with your Expected Costs

o o

To o
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Calculating a

W ﬁjj Refund / Surcharge
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NEER Firm Summary Statement

ABC Limited 200 Front St. West Account No. 1234567 rage t
123 Any Street Toronto, ON Firm No. 567890
Anytown, ON M5V 3J1 Rate No. 999
KOK OMO Past Awards to: 30 SEP 08
Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) %) Factor (%) Index
(%)
2008 260,000 32.06 83,356 2,641 57.00 0.03
2007 240,000 31.02 74,448 297,792 55.07 4.00*
2006 225,000 30.84 69,390 11,202 54.34 0.16
2005 210,000 30.24 63,504 15,852 53.29 0.24
Refund/Surcharge Calculation
Accident Primary Previous Current NEER
Year Adjustment($)  Adjustment ($) Adjustment ($)
Only on the 2007 122,995.54 DR 0.00 DR 122,995.54 DR
September 2006 31,619.35 CR 5,893.63 DR 37,512.98 CR
Statement 2005 25,393.75 CR 16,653.22 DR 42,046.97 CR
Total Surcharge: 43,435.59 DR

~ CLEAR PATH
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Refund/Surcharge Calculation

Past Awards to: 30 SEP 08

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) %) Factor (%) Index
(%)
2008 260,000 32.06 83,356 2,641 57.00 0.03
2007 240,000 31.02 74,448 297,792 55.07 4.00*
2006 225,000 30.84 69,390 11,202 54.34 0.16
2005 210,000 30.24 63,504 15,852 53.29 0.24

Refund/Surcharge Calculation

Accident Year Primary Adjustment($) Previous Adjustment ($) Current NEER Adjustment ($)

Calculation: (NEER T Expected) Primary Adjustment Primary-Previous
' x Rating Factor (%) from Sep 2007
2007 122,995.54 DR 0.00 DR 122,995.54 DR
2006 -31,619.35 CR 5,893.63 DR -37,512.98 CR
2005 -25,393.75CR 16,653.22 DR -42,046.97 CR
Total Surcharge: 43,435.59 DR

_ CLEAR PATH



Refund/Surcharge Calculation (15t Year of Review)

1st Year of Review: Past Awards to: 30 SEP 08

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs ($) €] Factor (%) Index
(%)
2007 400,000 35.00 140,000 200,000 52.00 1.43

Accident Year Primary Adjustment($) Previous Adjustment ($) Current NEER Adjustment ($)

2007
(200,000 & 140,000) x 0.52 = o _
60,000 x 0.52= This is the 1st year of review 31,200 -0=
31,200 DR 0.00 DR 31,200 DR
(NEERT Expected) x Rating Factor (%) Primary Adjustment from Sep 2007 AT

Year of Review  Primary Adjustment($) Previous Adjustment ($) Current NEER Adjustment ($)

2008 31,200 DR 0.00 DR 31,200 DR

2009
2010

~ CLEAR PATH



Refund/Surcharge Calculation (2" Year of Review)

2nd Year of Review: Past Awards to: 30 SEP 09

Accident Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs (%) %) Factor (%) Index
(%)
2007 400,000 35.00 140,000 160,000 52.00 1.14

Accident Year Primary Adjustment($) Previous Adjustment ($) Current NEER Adjustment ($)

2007
(160,000 0o 140,000) x 0.52 = ) .
20,000 x 0.52= From Previous Review 10,400 DR - 31,200 DR =
10,400 DR 31,200 DR 20,800 CR
(NEERT Expected) x Rating Factor (%) Primary Adjustment from Sep 2007 AT

Year of Review  Primary Adjustment($) Previous Adjustment ($) Current NEER Adjustment ($)

2008 31,200 DR 0.00 DR 31,200 DR
2009 10.400 DR _3T200DR 20,800 CR
2010

~ CLEAR PATH



Refund/Surcharge Calculation (3™ Year of Review)

3rd Year of Review:

Accident

Past Awards to: 30 SEP 10

Premiums Expected Expected NEER Costs Rating Performance
Year %) Cost Factor Costs (%) %) Factor (%) Index
(%)
2007 400,000 35.00 140,000 100,000 52.00 0.71

Accident Year Primary Adjustment($)

2007
(100,000 6 140,000) x 0.52 = _ )
-40,000 x 0.52= From Previous Review
20,800 CR 10,400 DR

(NEERT Expected) x Rating Factor (%) Primary Adjustment from Sep 2007

Previous Adjustment ($)

Current NEER Adjustment ($)

( -20,800) - 10,400 DR =

31,200 CR

Primary i Previous

Year of Review  Primary Adjustment($) Previous Adjustment ($)

2008

Current NEER Adjustment ($)

31,200 DR 0.00 DR 31,200 DR
2009 10.400 DR _3T200DR 20,800 CR
2010 20.800 CR 00 DR 31,200 CR

~ CLEAR PATH
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Case Study 2A

Shown bel ow

A

Accident
Year

2008
2007
2006
2005

H
Accident Year

2007
2006
2005

S

a firmbébs Sep 30, 2008 NEER Stat emen
that the firm will receive based on the information below.

B C D E F G
Premiums  Expected Cost Expected NEER Costs Rating Performance
($) Factor (%) Costs ($) ($) Factor (%) Index

330,000 29.70 98,010 153,641 62.90 1.57
312,000 29.15 90,948 121,867 61.50 1.34
297,000 28.30 84,051 336,204 61.12 4.00*
290,000 28.68 83,172 97,876 61.14 1.18
. G=E D
Refund/Surcharge Calculation
I J K
Primary Adjustment($) Previous Adjustment ($) Current NEER Adjustment ($)
19,015.19 DR 0.00 DR 19,015.19 DR
154,115.91 DR 154,115.91 DR 0.00 DR
8,990.03 DR 37,851.14 DR 28,861.11 CR
Total Refund/Surcharge: 9,845.92 CR
I=(E -D) X F J = Previous Year K=1 -J
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Case Study 2B

Complete the NEER Statement and calculate the refund/surcharge that the firm will
receive based on the information provided below as at SEPT 30, 2009.
The Limited Claim Costs have been changed as follows:

2008 : 187,674
A

Accident
Year

2009
2008
2007
2006

H

Accident Year

2008
2007
2006

2007: 96,132 2006: 481,127 2005: 97,876
B C D E F
Premiums  Expected Cost Expected NEER Costs Rating

$) Factor (%) Costs ($) $) Factor (%)
375,000 30.91 115,912 36,895 66.09
340,000 29.99 101,966 187,674 63.64
312,000 29.15 90,948 96,132 61.50
297,000 28.30 84,051 336,204 61.12

Refund/Surcharge Calculation

|
Primary Adjustment($)

J
Previous Adjustment ($) Current NEER

G

Performance
Index

0.31
1.84
1.06

4.00*

G=E D

K
Adjustment ($)

54,544.57 DR 0.00 DR 54,544.57 DR
3.188.16 DR 19,015.19 DR 15,827.03 CR
154.115.91 DR 154,115.91 DR 0.00 DR
Total Refund/Surcharge: 38,717.54 DR
I=(E-D)xF J = From Previous Year K=I -J
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