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Tuesday, February 16, 2021

Mr. Patrick Farrales

Supervising Analyst

Human Resources / Administrative Division
Judicial Council of California

455 Golden Gate Avenue

San Francisco, CA 94102-3688

Re: Actuarial Review of the Self-Funded Workers’ Compensation Program

Dear Mr. Farrales:

We have completed our review of the Judicial Council of California (the Judicial
Council), Judicial Branch Workers’ Compensation Program (JBWCP). Specifically, the
scope of this review includes providing the following information for the program:

e Estimated outstanding liabilities for loss and allocated loss adjustment expenses
(ALAE) as of June 30, 2021. Estimates are provided at the expected level, as
well as various confidence levels.

e Projection of ultimate loss and ALAE for fiscal accident years 2020-21 through
2023-24. Estimates are provided at the expected level, as well as various
confidence levels.

e Projection of loss and ALAE payments for fiscal years 2020-21 through 2023-24.

The JBWCP is analyzed in two parts: (1) Trial Courts and (2) State Judiciary (including
Trial Court Judges).

The estimates contained in this report are based upon loss data valued as of December
31, 2020, as well as other information provided by the Judicial Council, including
exposure and financial data. Our estimates include medical and indemnity benefits,
allocated loss adjustment expenses (ALAE), unallocated loss adjustment expenses
(ULAE), and benefit payments made under the provisions of labor code 4850. Our
estimates exclude all other program expenses. Furthermore, the estimates in this report
are not discounted for anticipated investment income.

ALAE is the direct cost associated with the defense of individual claims (e.g. legal fees,
investigation fees, court charges). ULAE is the cost to administer all claims to final
settlement, which may be years into the future (e.g. claims adjusters’ salaries, taxes).
Other program expenses may include excess insurance, brokerage, consulting, and
administrative expenses.
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Our conclusions regarding the JBWCP’s liability for unpaid loss and allocated loss
adjustment expenses (ALAE) at June 30, 2021 are summarized in the table below at the
expected level, as well as various confidence levels.

Judicial Branch Workers’ Compensation Program
Self-Funded Workers’ Compensation Program
Estimated Liability for Unpaid Loss and ALAE

at June 30, 2021

Year Trial Courts State Judiciary Total
Prior $1,956,000 $658,000 $2,614,000
2004-05 294,000 0 294,000
2005-06 678,000 0 678,000
2006-07 539,000 0 539,000
2007-08 715,000 0 715,000
2008-09 591,000 66,000 657,000
2009-10 1,077,000 0 1,077,000
2010-11 1,437,000 0 1,437,000
2011-12 1,749,000 78,000 1,827,000
2012-13 2,886,000 0 2,886,000
2013-14 2,680,000 0 2,680,000
2014-15 3,397,000 125,000 3,522,000
2015-16 4,092,000 339,000 4,431,000
2016-17 4,600,000 233,000 4,833,000
2017-18 5,598,000 289,000 5,887,000
2018-19 7,268,000 384,000 7,652,000
2019-20 9,605,000 511,000 10,116,000
2020-21 12,336,000 606,000 12,942,000
Loss and ALAE $61,498,000 $3.289,000 $64,787,000
ULAE 5,793.000 864,000 6.657.000
Total $67.291,000 $4.,153.000 $71.444,000
70% CL 72,607,000 4,681,000 77,288,000
75% CL 74,693,000 4,909,000 79,602,000
80% CL 77,116,000 5,175,000 82,290,000
85% CL 80,076,000 5,507,000 85,583,000
90% CL 83,912,000 5,947,000 89,859,000

The $71,444,000 estimate is the minimum liability to be booked by the Judicial Council
at June 30, 2021 for its workers’ compensation program, in accordance with
Governmental Accounting Standards Board (GASB) Statement #10. GASB #10 requires
the Judicial Council to accrue a liability on its financial statements for the ultimate cost
of claims and expenses associated with all reported and unreported claims, including
ALAE and ULAE. GASB #10 does not prohibit the discounting of losses to recognize
investment income. GASB #10 does not address an asset requirement for the program,
but only speaks to the liability to be recorded on the Judicial Council’s financial
statements.
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Because actuarial estimates of claims costs are subject to some uncertainty, we
recommend that an amount in addition to the undiscounted expected loss costs be set
aside as a margin for contingencies. Generally, the amount should be sufficient to bring
funding to the 75% to 85% confidence level for primary programs. We consider funding
to the 70% confidence level to be marginally acceptable and funding to the 90%
confidence level to be conservative.

It should be noted that the Trial Courts have an additional contingent liability for claims
occurring from January 1, 2001 through June 30, 2003. These are referred to as Trial
Courts Group |l claims. Because the claims data is not available, we estimated the
liability for unpaid losses by using payroll and self-funded retention information for this
period, and applying loss development and payments patterns for the Trial Courts
Group |. For these claims, we estimate the expected liability for unpaid loss and
allocated loss adjustment expenses (ALAE) at June 30, 2021 to be $57,771.

The table below shows our estimates of projected ultimate loss and ALAE for the
JBWCP for the 2020-21 through 2023-24 fiscal years.

Judicial Branch Workers’ Compensation Program
Self-Funded Workers’ Compensation Program
Projected Ultimate Loss and ALAE

Year 2020-21 2021-22 2022-23 2023-24

Trial Courts $13,954,000 $14,021,000 $14,413,000 $14,816,000
State Judiciary 647,000 647,000 654,000 668,000
Total $14,600,000 $14,667,000 $15,067,000 $15,484,000

60% Confidence 15,049,000 15,119,000 15,530,000 15,960,000
65% Confidence 15,605,000 15,677,000 16,104,000 16,549,000
70% Confidence 16,226,000 16,300,000 16,742,000 17,204,000
75% Confidence 16,912,000 16,989,000 17,449,000 17,931,000
80% Confidence 17,696,000 17,777,000 18,258,000 18,762,000

Note: Self-Funded Retention = $2M for Trial Courts, $2M for State Judiciary

The estimates in the table above do not include any recognition of the existing funding
margin. They are for loss, allocated loss adjustment expenses (ALAE), and payments
for 4850 benefits. These amounts do not include unallocated loss adjustment expenses
(ULAE), other program expenses, or a discount for anticipated investment income.
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The table below shows our estimates of projected ultimate loss and LAE for the JBWCP
for the 2021-22 fiscal year.

Judicial Branch Workers’ Compensation Program
Self-Funded Workers’ Compensation Program
Loss and LAE Funding Guidelines for 2021-22

Marginally Acceptable Recommended Range
Expected Low Target
60% CL 65% CL 70% CL 75% CL 80% CL
Trial Courts $17,170,000 $17,618,000 $18,109,000 $18,656,000 $19,259,000 $19,946,000
State Judiciary 1,246,000 1,248,000 1,343,000 1,448,000 1,568,000 1,710,000
Total $18,416,000 $18,866,000 $19,452,000 $20,104,000 $20,827,000 $21,656,000

Increase Over
Expected $451,000 $1,037,000 $1,689,000 $2,412,000 $3,240,000

Note: Self-Funded Retention = $2M for Trial Courts, $2M for State Judiciary

The estimates in the table above do not include any recognition of the existing funding
margin. They are for loss, allocated loss adjustment expenses (ALAE), unallocated loss
adjustment expenses (ULAE), other program expenses, and payments for 4850
benefits. These amounts do not include a discount for anticipated investment income.

The table below shows our estimates of the expected loss and ALAE payments for the
JBWCP for the 2020-21 through 2023-24 fiscal year.

Judicial Branch Workers’ Compensation Program
Self-Funded Workers’ Compensation Program
Expected Loss and ALAE Payments

Year 2020-21 2021-22 2022-23 2023-24
Trial Courts $5,907,000 $12,305,000 $12,645,000 $13,007,000
State Judiciary 194,000 518,000 534,000 547,000
Total $6,101,000 $12,823,000 $13,179,000  $13,554,000

Note: 2020-21 is for the period 1/1/21 to 6/30/21

The loss projections in this report reflect the estimated impact of benefit legislation
contained in AB749, AB227, SB228, SB899, SB863, and recent WCAB court decisions
based upon information provided by the WCIRB.
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The ultimate impact on loss costs of legislated benefit adjustments are generally difficult
to forecast in advance because the changes typically take place over a period of several
years following enactment. Furthermore, actuarially derived benefit level evaluations
often underestimate actual future cost levels. The shortfalls result from a variety of
circumstances, including: increases in utilization levels, unanticipated changes in
administrative procedures, and cost shifting among benefit categories. Thus, actual cost
increases could differ, perhaps substantially, from the WCIRB’s estimates.

Please note, the estimates included in this report include a provision for the potential
increased cost of workers’ compensation claims as a result of the coronavirus (COVID-
19) pandemic.

The report that follows outlines the scope of our study, its background, and our
conclusions, recommendations, and assumptions. Judgments regarding the
appropriateness of our conclusions and recommendations should be made only after
studying the report in its entirety, including the graphs, attachments, exhibits and
appendices. Our report has been developed for the Judicial Council’s internal use. It is
not intended for general circulation.

We appreciate the opportunity to be of service the Judicial Council of California in
preparing this report. Please feel free to call Mike Harrington at (916) 244-1162 or
Becky Richard at (916) 244-1183 with any questions you may have concerning this
report.

Sincerely,

Bickmore Actuarial
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Mike Harrington, FCAS, MAAA

President and Principal, Bickmore Actuarial
Fellow, Casualty Actuarial Society
Member, American Academy of Actuaries
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Becky Richard, ACAS, MAAA

Senior Actuarial Manager, Bickmore Actuarial
Associate, Casualty Actuarial Society
Member, American Academy of Actuaries
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l. BACKGROUND

The Judicial Council of California the policymaking body of the California courts, the
largest court system in the nation. Under the leadership of the Chief Justice and in
accordance with the California Constitution, the Judicial Council is responsible for
ensuring the consistent, independent, impartial, and accessible administration of justice.
The Judicial Council’s staff agency and is responsible for implementing council policies.

The Judicial Council self-funds its exposure for workers’ compensation claims, with the
program being administered by the Judicial Council. The self-funded workers’
compensation program is referred to as the Judicial Branch Workers’ Compensation
Program. Claims administration services are provided by AIMS.

The JBWCP is a self-funded program in which each entity pays a share of cost based
on each member’s workers’ compensation claims experience and historical payroll. The
total cost for this program is broken up into three groups: 1) Trial Court employees and
volunteers, which includes the membership of 57 out of the 58 California Trial Courts, 2)
Judicial, which includes member coverage for the Appellate Justices, Trial Court
Judges, and Retired Judges in the Assigned Judges Program, and 3) State Judiciary,
which includes the membership of the Supreme Court, Courts of Appeal, Habeas
Corpus Resource Center, California Judicial Center Library, Commission on Judicial
Performance, and the Judicial Council and provides coverage for all of their employees
and volunteers.

Given the low volume of loss experience and exposure, and in order to provide a
credible actuarial estimate, the Judicial and the State Judiciary groups are valued
together for purposes of determining total program cost. Thus for the purpose of the
analysis, the three groups are consolidated to two groups, Trial Courts and the State
Judiciary.

Beginning January 1, 2003, the JBWCP assumed liability for the Trial Court’s workers’
compensation claims for those members who joined the program retroactive to January
1, 2001. As of December 31, 2020, 57 of the 58 trial courts in California have joined the
program; only Los Angeles does not participate in the program. The current self-funded
retention is $2,000,000 per occurrence for both the Trial Courts and the State Judiciary.

The purpose of this review is to provide a guide to the Judicial Council to determine
reasonable funding levels for its self-insurance program according to the funding policy
the Judicial Council has adopted and to comply with Governmental Accounting
Standards Board Statements #10 and #30. The specific objectives of the study are to
estimate the JBWCP’s liability for outstanding claims as of June 30, 2021, project
ultimate loss costs for 2020-21, 2021-22, 2022-23, and 2023-24, and provide funding
guidelines to meet these liabilities and future costs.
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Il. CONCLUSIONS AND RECOMMENDATIONS
A. LIABILITY FOR OUTSTANDING CLAIMS

Graph 1 on the following page summarizes our assessment of the JBWCP’s funding
position as of June 30, 2021. The dark-colored bars indicate our estimates of the
program’s liability for outstanding claims before recognition of the investment income
that can be earned on the assets held before the claim payments come due.

Our best estimate of the full value of the JBWCP’s liability for outstanding claims within
its self-funded retention is $71,444,000 as of June 30, 2021. This amount includes
losses, allocated loss adjustment expenses (ALAE), unallocated loss adjustment
expenses (ULAE), and payments for 4850 benefits. This amount excludes all other
program expenses. Furthermore, the estimates in this report are not discounted for
anticipated investment income.

ALAE is the direct cost associated with the defense of individual claims (e.g. legal fees,
investigation fees, court charges). ULAE is the cost to administer all claims to final
settlement, which may be years into the future (e.g. claims adjusters’ salaries, taxes).
Other program expenses may include excess insurance, brokerage, consulting, and
administrative expenses.

There is some uncertainty associated with our best estimate because of the random
nature of much of the process that determines ultimate claims costs. For this reason, we
generally recommend that a program such as this include some funding margin for the
possibility that actual loss costs will be greater than the best estimate.

We generally measure the amount of this margin by thinking in terms of the probability
distribution of actual possible results around our best estimate. As the margin grows,
the probability that the corresponding funding amount will be sufficient to meet actual
claim liabilities increases. We typically refer to this probability as the "confidence level"
of funding.

Graph 1 shows the liabilities for outstanding claims at several confidence levels that are
typically of interest to risk managers in formulating funding policies for self-insurance
programs.
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Graph 1
Judicial Branch Workers’ Compensation Program
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The table below displays a breakdown of the program’s outstanding loss and ALAE
liabilities into case reserves and incurred but not reported (IBNR) reserves at June 30,
2021, before recognition of investment income.

Judicial Branch Workers’ Compensation Program
Self-Funded Workers’ Compensation Program
Estimated Liability for Unpaid Loss and ALAE at June 30, 2021

Case IBNR Total

Year Reserves Reserves Outstanding
Prior $507,934 $109,212 $617,146
2000-01 297,981 29,724 327,705
2001-02 186,900 84,549 271,449
2002-03 224,974 106,672 331,646
2003-04 896,583 169,408 1,065,991
2004-05 153,582 140,772 294,354
2005-06 508,115 170,222 678,337
2006-07 325,575 213,534 539,109
2007-08 459,393 255,775 715,168
2008-09 314,886 342,452 657,338
2009-10 482,156 595,270 1,077,426
2010-11 668,325 768,254 1,436,579
2011-12 786,830 1,040,551 1,827,381
2012-13 1,013,418 1,872,582 2,886,000
2013-14 802,523 1,877,744 2,680,267
2014-15 1,342,240 2,179,596 3,521,836
2015-16 1,571,451 2,859,558 4,431,009
2016-17 1,477,166 3,355,983 4,833,149
2017-18 1,903,327 3,983,177 5,886,504
2018-19 2,620,775 5,031,317 7,652,092
2019-20 2,111,989 8,004,001 10,115,990
2020-21 2,083,926 10,857,389 12,941,315
Loss and ALAE $20,740,049 $44,047,742 $64,787,791
ULAE 6,656,291 6,656,291
Total $20,740,049 $50,704,033 $71,444,082

The case reserve is the amount left to be paid on a claim, as estimated by the claims
administrator. The IBNR reserve is the ultimate value of losses, less any amount that
has been set up as reported losses by the claims adjuster. It includes both amounts for
claims incurred but not yet received by the administrator and loss development on
already reported claims.

10
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B. PROGRAM FUNDING: GOALS AND OBJECTIVES

As self-insurance programs have proliferated among public entities, it has become
apparent that there is a large measure of inconsistency in the way in which these
programs recognize and account for their claims costs. This is the result of the fact that
there have been several different sources of guidance available, none of which has
been completely relevant to public entity self-insurance programs.

According to the Governmental Accounting Standards Board (GASB), the most relevant
source of guidance on the subject is Financial Accounting Standards Board Statement
#60. A liability for unpaid claim costs, including all loss adjustment expenses, should be
accrued at the time the self-funded events occur. This liability should include an
allowance for incurred but not reported claims. It may be discounted for investment
income at an appropriate rate of return, provided the discounting is disclosed. The
regulations detailing the way in which this must be done are outlined in GASB'’s
statements #10 and #30. These regulations are required to be applied by the Judicial
Council.

GASB #10 and #30 do not address funding requirements. They do, however, allow a
range of funded amounts to be recognized for accounting purposes; specifically, GASB
#10 and #30 which allow recognition of a funding margin for unexpectedly adverse loss
experience. Thus, for accounting purposes, it is possible to formulate a funding policy
from a range of alternatives. The uncertainty in any estimate of the program’s liability for
outstanding claims should be taken into consideration in determining funding policy, but
it may be offset by recognizing anticipated investment income earnings. This usually
means developing a funding program based on discounted claims costs with some
margin for unexpected adverse loss experience.

The amount of the margin should be a question of long-term funding policy. We
recommend that the margin be determined by thinking in terms of the probability that a
given level of funding will prove to be adequate. For example, a reasonable goal might
be to maintain a fund at the 85% confidence level.

A key factor to consider in determining funding policy is the degree to which stability is
required in the level of contributions to the program from year to year. If you elect to
fund at a low confidence level, the chances are much greater that future events will
prove that additional contributions should have been made for current claims. The
additional contributions for years by that time long past may be required at the same
time that costs are increasing dramatically on then-current claims. The burden of
funding increases on past years as well as on current years, may well be prohibitive.

11
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We generally recommend maintaining program funding at the 80% confidence level,
after recognition of investment income, with a recommended range of the 75% to 85%
confidence levels. We tend to think of the 70% confidence level as marginally
acceptable and of the 90% confidence level as conservative. We recommend the 75%
to 85% confidence level range because the probabilities are reasonably high that
resulting funding will be sufficient to meet claim liabilities, yet the required margins are
not so large that they will cause most self-funded entities to experience undue financial
hardship. In addition, within this range, anticipated investment income generally offsets
the required margin for the most part, which means that it is also reasonable to think of
the liabilities as being stated on an undiscounted basis.

We also strongly believe, however, that the confidence level to which any future year is
funded should be evaluated in light of the relative certainty of the assumptions
underlying the actuarial analysis, the Judicial Council’s other budgetary constraints, and
the relative level of risk it is believed appropriate to assume. This means formulating
both short and long-term funding goals, which may be the same in some years, but
different in others.

In general, we recommend that you fund each year’s claims costs in that year. When
surpluses or deficiencies have developed on outstanding liabilities and funding
adjustments are necessary, they should be clearly identified as such so that the habit of
funding each year’s claims costs that year is maintained. We also recommend that you
reduce surplus funding more slowly than you would accumulate funding to make up a
deficiency.

12
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C. HISTORICAL TRENDS IN THE SELF-INSURANCE PROGRAM

Graphs 2, 3 and 4 below delineate the average loss rate, severity and frequency,
respectively for the Trial Courts. Note that for the purposes of these graphs, all
individual losses have been limited to $250,000.

The Trial Courts’ loss rate (limited to $250,000 per occurrence) has been relatively
stable overall during the past ten years. The Trial Courts’ loss rate averaged $1.56
during the 2010-11 and 2015-16 program years and averaged $1.20 per $100 of payroll
during 2016-17 through 2019-20. Our projected loss rate for 2020-21 is $1.23 per $100
of payroll. This selection is based on the Trial Courts’ average for the most recent four

years.
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The Trial Courts’ claim severity, or cost per claim (limited to $250,000 per occurrence),
has been rising overall during the past ten years. The projected 2020-21 average cost
per claim of $24,100 is based on the recent increasing trend. The large increase in
2019-20 is lower claim counts due to the COVID-19 pandemic.

Graph 3
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The Trial Courts’ claim frequency, or number of claims per $1 million of payroll, has
been generally decreasing since 2010-11. Our projected claims frequency of 0.51 for
2020-21 is similar to the average of the recent four years and the apparent downward
trend. The drop in 2019-20 is due to the COVID-19 pandemic.

Graph 4
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Graphs 5, 6 and 7 below delineate the average loss rate, severity and frequency,
respectively for the State Judiciary. Note that for the purposes of these graphs, all
individual losses have been limited to $100,000.

The State Judiciary’s loss rate (limited to $100,000 per occurrence) has been quite
volatile over the past ten years. The State Judiciary’s loss rate averaged $0.070 from
2010-11 to 2015-16 and $0.050 between 2016-17 and 2019-20. Our projected loss rate
for 2020-21 is $0.055 per $100 of payroll, which is similar to the average of the last four
years.

Graph 5
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The State Judiciary’s claim severity, or cost per claim (limited to $100,000 per
occurrence), fell to a low of $7,500 during 2013-14. Since that time the average claim
severity has increased overall. Our projection of $13,800 for 2020-21 is based on the
recent years and apparent upward trend.

Graph 6
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Since 2010-11, the State Judiciary’s claim frequency, or number of claims per $1 million
payroll, has ranged from a high of 0.062 in 2011-12 to a low of 0.024 during 2013-14.
The projected 2020-21 frequency of 0.040 claims per $1 million of payroll is based on

the average of the most recent five years.
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D. COMPARISON WITH PREVIOUS RESULTS

The prior report for the Judicial Branch Workers’ Compensation Program was dated
April 2, 2020. In the following table, we display actual versus expected development of
incurred losses and ALAE by accident year for the Trial Courts between the December
31, 2019 evaluation date of the prior report and the December 31, 2020 evaluation date
of the current report.

Trial Courts
Actual Versus Expected Incurred Loss and ALAE Development
Expected Actual
Accident Incurred Incurred Actual
Year Development Development Minus Expected

2000-01 $19,000 $92,000 $73,000
2001-02 14,000 101,000 87,000
2002-03 35,000 58,000 23,000
2003-04 62,000 245,000 182,000
2004-05 42,000 17,000 (25,000)
2005-06 69,000 133,000 65,000
2006-07 85,000 (299,000) (385,000)
2007-08 130,000 87,000 (43,000)
2008-09 228,000 87,000 (140,000)
2009-10 376,000 3,000 (373,000)
2010-11 337,000 36,000 (302,000)
2011-12 330,000 14,000 (316,000)
2012-13 422,000 104,000 (319,000)
2013-14 357,000 (25,000) (382,000)
2014-15 422,000 318,000 (104,000)
2015-16 552,000 602,000 50,000
2016-17 784,000 173,000 (611,000)
2017-18 1,591,000 557,000 (1,034,000)
2018-19 2,989,000 2,323,000 (666,000)
2019-20 5,040,000 2,643,000 (2,397,000)
Total $13,885,000 $7,269,000 ($6,616,000)

As shown, actual incurred development was less than anticipated since the prior report.
Based on the assumptions from the prior report, it was expected that incurred losses
would increase by $13,885,000 between the two evaluation dates. However, actual
development was approximately $7,269,000; or about $6,616,000 less than expected.
Most accident years have developed less expected.

19
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In the table below we display actual versus expected development of paid losses and
ALAE by accident year for the Trial Courts between the December 31, 2019 evaluation
date of the prior report and the December 31, 2020 evaluation date of the current report.

Trial Courts
Actual Versus Expected Paid Loss and ALAE Development
Expected Actual

Accident Paid Paid Actual

Year Development Development Minus Expected
2000-01 $45,000 $112,000 $66,000
2001-02 20,000 143,000 122,000
2002-03 41,000 176,000 135,000
2003-04 186,000 389,000 203,000
2004-05 57,000 42,000 (15,000)
2005-06 182,000 210,000 28,000
2006-07 228,000 143,000 (85,000)
2007-08 173,000 217,000 44,000
2008-09 184,000 163,000 (22,000)
2009-10 317,000 289,000 (28,000)
2010-11 380,000 531,000 150,000
2011-12 395,000 602,000 207,000
2012-13 555,000 477,000 (78,000)
2013-14 594,000 588,000 (7,000)
2014-15 645,000 684,000 39,000
2015-16 938,000 1,242,000 304,000
2016-17 1,236,000 893,000 (343,000)
2017-18 1,655,000 1,275,000 (381,000)
2018-19 2,214,000 1,990,000 (224,000)
2019-20 2,492,000 1,913,000 (580,000)

Total $12,540,000 $12,077,000 ($463,000)

As shown, actual paid development was less than anticipated since the prior report.
Based on the assumptions from the prior report, it was expected that paid losses would
increase by $12,540,000 between the two evaluation dates. However, actual
development was approximately $12,077,000; or about $463,000 less than expected.
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In the table below we display the change in the estimates of the program’s ultimate
losses and ALAE by accident year for the Trial Courts since our prior report.

Trial Courts
Change in Ultimate Loss and ALAE
Change

Accident Prior Current In

Year Report Report Ultimate
2000-01 $9,861,000 $9,934,000 $73,000
2001-02 14,147,000 14,235,000 88,000
2002-03 17,862,000 17,885,000 23,000
2003-04 21,156,000 21,340,000 184,000
2004-05 14,257,000 14,218,000 (39,000)
2005-06 14,301,000 14,353,000 52,000
2006-07 14,886,000 14,451,000 (435,000)
2007-08 13,818,000 13,720,000 (98,000)
2008-09 11,876,000 11,418,000 (458,000)
2009-10 17,499,000 16,675,000 (824,000)
2010-11 16,462,000 15,832,000 (630,000)
2011-12 15,745,000 15,219,000 (526,000)
2012-13 17,326,000 17,240,000 (86,000)
2013-14 13,795,000 13,684,000 (111,000)
2014-15 13,706,000 13,784,000 78,000
2015-16 14,495,000 14,773,000 278,000
2016-17 13,027,000 12,917,000 (110,000)
2017-18 13,643,000 12,554,000 (1,089,000)
2018-19 13,619,000 12,642,000 (977,000)
2019-20 14,610,000 12,976,000 (1,634,000)

Total $296,091,000 $289,849,000 ($6,242,000)

As shown, overall we have decreased the estimated ultimates by $6,242,000 when
compared to the ultimate losses calculated in the prior report. The changes in the
estimates of ultimate losses generally track with actual versus expected incurred loss
development shown in the tables on the previous pages.
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In the following table, we display the State Judiciary’s actual versus expected
development of incurred losses and ALAE by accident year between the December 31,
2019 evaluation date of the prior report and the December 31, 2020 evaluation date of
the current report.

State Judiciary
Actual Versus Expected Incurred Loss and ALAE Development

Expected Actual

Accident Incurred Incurred Actual

Year Development Development Minus Expected

Prior $17,000 $78,000 $62,000
2000-01 0 0 0
2001-02 3,000 (11,000) (14,000)
2002-03 0 0 0
2003-04 0 0 0
2004-05 0 0 0
2005-06 2,000 (6,000) (8,000)
2006-07 6,000 0 (6,000)
2007-08 3,000 (19,000) (23,000)
2008-09 12,000 (66,000) (78,000)
2009-10 13,000 0 (13,000)
2010-11 7,000 (16,000) (24,000)
2011-12 15,000 1,000 (14,000)
2012-13 14,000 1,000 (13,000)
2013-14 13,000 (11,000) (23,000)
2014-15 19,000 15,000 (4,000)
2015-16 30,000 58,000 28,000
2016-17 56,000 24,000 (32,000)
2017-18 77,000 46,000 (32,000)
2018-19 135,000 66,000 (68,000)
2019-20 174,000 68,000 (106,000)

Total $597,000 $228,000 ($368,000)

For the years shown, actual incurred development was less than anticipated since the
prior report. Based on the assumptions from the prior report, it was expected that
incurred losses would increase by $597,000 between the two evaluation dates.
However, actual development was approximately $228,000; or $368,000 less than
expected.
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In the table below we display actual versus expected development of paid losses and
ALAE by accident year between the December 31, 2019 evaluation date of the prior
report and the December 31, 2020 evaluation date of the current report.

State Judiciary
Actual Versus Expected Paid Loss and ALAE Development

Expected Actual

Accident Paid Paid Actual

Year Development Development Minus Expected

Prior $87,000 $88,000 $1,000
2000-01 0 0 0
2001-02 5,000 4,000 (1,000)
2002-03 0 0 0
2003-04 0 0 0
2004-05 0 0 0
2005-06 1,000 0 (1,000)
2006-07 3,000 0 (3,000)
2007-08 4,000 0 (4,000)
2008-09 18,000 41,000 23,000
2009-10 8,000 0 (8,000)
2010-11 11,000 47,000 36,000
2011-12 11,000 1,000 (10,000)
2012-13 12,000 1,000 (11,000)
2013-14 12,000 2,000 (10,000)
2014-15 27,000 27,000 0
2015-16 57,000 73,000 17,000
2016-17 48,000 14,000 (33,000)
2017-18 66,000 16,000 (50,000)
2018-19 91,000 73,000 (18,000)
2019-20 69,000 76,000 7,000

Total $528,000 $465,000 ($64,000)

For the years shown, actual paid development was less than anticipated since the prior
report. Based on the assumptions from the prior report, it was expected that paid losses
would increase by $528,000 between the two evaluation dates. However, actual
development was approximately $465,000; or about $64,000 less than expected. As
shown, most accident years developed favorably.
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In the table below we display the change in our estimates of the program’s ultimate
losses and ALAE by accident year since our prior report.

State Judiciary
Change in Ultimate Loss and ALAE

Change

Accident Prior Current In

Year Report Report Ultimate

Prior $11,696,000 $11,796,000 $100,000
2000-01 951,000 951,000 0
2001-02 881,000 872,000 (9,000)
2002-03 172,000 172,000 0
2003-04 289,000 289,000 0
2004-05 366,000 366,000 0
2005-06 246,000 229,000 (17,000)
2006-07 607,000 575,000 (32,000)
2007-08 280,000 242,000 (38,000)
2008-09 889,000 811,000 (78,000)
2009-10 760,000 686,000 (74,000)
2010-11 368,000 309,000 (59,000)
2011-12 652,000 639,000 (13,000)
2012-13 516,000 431,000 (85,000)
2013-14 168,000 81,000 (87,000)
2014-15 388,000 370,000 (18,000)
2015-16 752,000 824,000 72,000
2016-17 602,000 548,000 (54,000)
2017-18 466,000 390,000 (76,000)
2018-19 611,000 562,000 (49,000)
2019-20 677,000 647,000 (30,000)

Total $22,337,000 $21,790,000 ($547,000)

For the years shown, overall we have decreased the estimated ultimates by $547,000
since our prior report. The changes in the estimates of ultimate losses generally track
with actual versus expected loss development shown in the tables on the previous
pages.
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At the time of the prior report, the liability for outstanding claims at the expected level as
of June 30, 2020 was estimated to be $71,709,000 for the Trial Courts and $4,551,000
for the State Judiciary for a total of $76,260,000. Our current estimate as of June 30,
2021, is $67,291,000 for the Trial Courts and $4,153,000 for the State Judiciary for a
total of $71,444,000. These changes in the assessment of the JBWCP’s outstanding
liabilities for both the Trial Courts and State Judiciary are shown in the following tables:

Trial Courts Only
Outstanding Claim Liabilities for Loss and LAE

Prior Current
Report at Report at
June 30,2020  June 30, 2021 Change
(A) Case Reserves: $23,353.000 $19.707.000 ($3.646.000)
(B) IBNR Reserves: 42,534,000 41,791,000 (743,000)
(C) Claims Administration Reserves: 5,822,000 5,793,000 (29.000)
(D) Total Reserves: $71.709.000 $67.291.000 ($4.418.000)

State Judiciary Only
Outstanding Claim Liabilities for Loss and LAE

Prior Current
Report at Report at
June 30,2020  June 30, 2021 Change
(A) Case Reserves: $1.245,000 $1.033.000 ($212.000)
(B) IBNR Reserves: 2.388.000 2,257,000 (131.000)
(C) Claims Administration Reserves: 918.000 864,000 (54.000)
(D) Total Reserves: $4,551.000 $4.153.000 ($398.000)

Trial Courts and State Judiciary Combined
Outstanding Claim Liabilities for Loss and LAE

Prior Current
Report at Report at
June 30,2020  June 30, 2021 Change
(A) Case Reserves: $24,598.000 $20.740.000 ($3.858.000)
(B) IBNR Reserves: 44,922,000 44,048,000 (874,000)
(C) Claims Administration Reserves: 6.740.000 6.656.000 (84,000)
(D) Total Reserves: $76.260,000 $71.444,000 ($4.816,000)

As shown, the estimate of outstanding claims liabilities at the expected level has
decreased between June 30, 2020 and June 30, 2021 as reflected in the prior report
and current report respectively for both the Trial Courts and State Judiciary.

Since the prior evaluation, case reserves decreased for both the Trial Courts and the
State Judiciary. These decreases are coupled with decreases in the estimate of IBNR
reserves for the Judiciary. Reserves for future claims administration expenses have
decreased. The overall change is a decrease of $4,816,000 in the estimate of
outstanding claim liabilities for loss and ALAE.
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Available assets were $64,620,000 as of June 30, 2020, which corresponded to the
then-estimated undiscounted liability for outstanding claims below the expected
confidence level. Available assets are currently estimated to be $71,689,000 as of June
30, 2021, which corresponds to the currently estimated liability for outstanding claims
just above the expected confidence level. It can be summarized as follows:

Funding Margin

Prior
Report at
June 30, 2020

(A) Outstanding Liability at the
Undiscounted Expected Level:
(B) Assets At June 30:

(C) Deficit:

$76,260,000
64,620,000
($11,640,000)

Current
Report at
June 30, 2021 Change
$71,444,000 ($4,816,000)
71,689,000 7,069,000
$245,000 $11,885,000

As you can see, our estimate of the program’s funding deficit at the undiscounted,
expected level has increased by $11,885,000 between June 30, 2020 (as previously
estimated) and June 30, 2021 (as currently estimated). This is driven by a decrease in
the estimated outstanding liability coupled with by an increase in the estimated fund

assets.
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At the time of the prior report, the 2020-21 funding projections at the expected level
were $18,267,000 for the Trial Courts. Our current projections for the 2021-22 year are
$17,170,000 for the Trial Courts. The comparison is shown in the following table:

Comparison of Funding

Trial Courts

Prior Current

Report Report

2020-21 2021-22

Retention = $2M  Retention = $2M Change

(A) Ultimate Loss and ALAE: $15,101,000 $14,021,000 ($1,080,000)
(B) Ultimate Claims Administration (ULAE): 2,436,000 2,427,000 (9,000)
(C) Total Claim Costs: $17,537,000 $16,448,000 ($1,089,000)
(D) Offset for Investment Income: 0 0 0
(E) Non Claim Expenses: 730,000 722,000 (8,000)
(F) Total Recommended Funding: $18,267,000 $17,170,000 ($1,097,000)
(G) Funding per $100 of Payroll: $1.89 $1.79 ($0.09)

As you can see, the projected funding for the Trial Courts have decreased and the
between 2020-21 and 2021-22, as shown in the prior and current reports respectively.

At the time of the prior report, the 2020-21 funding projections at the expected level
were $1,276,000 for the State Judiciary. Our current projections for the 2021-22 year
are $1,246,000 for the State Judiciary. The comparison is shown in the following table:

Comparison of Funding
State Judiciary

Prior Current

Report Report

2020-21 2021-22

Retention = $2M  Retention = $2M Change

(A) Ultimate Loss and ALAE: $691,000 $647,000 ($44,000)
(B) Ultimate Claims Administration (ULAE): 246,000 255,000 9,000
(C) Total Claim Costs: $937,000 $902,000 ($35,000)
(D) Offset for Investment Income: 339,000 344,000 5,000
(E) Non Claim Expenses: 0 0 0
(F) Total Recommended Funding: $1,276,000 $1,246,000 ($30,000)
(G) Funding per $100 of Payroll: $0.21 $0.20 ($0.01)

As you can see, the projected funding for the State Judiciary have decreased between
2020-21 and 2021-22, as shown in the prior and current reports respectively.
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At the time of the prior report, the 2020-21 expected loss and ALAE payments were
$13,099,000 for the Trial Courts and $553,000 for the State Judiciary, for a total of
$13,652,000. Our current estimates for the 2021-22 year are $12,305,000 for Trial
Courts and $518,000 for the State Judiciary for a total of $12,823,000. The comparison
is shown in the following table:

Comparison of Expected Loss and ALAE Payments

Prior Current
Report Report
2020-21 2021-22 Change
(A) Trial Courts: $13,099,000 $12,305,000 ($794,000)
(B) State Judiciary: 553,000 518,000 (35,000)
(C) Total: $13,652,000 $12,823,000 ($829,000)

As you can see, the expected payments have decreased for the Trial Courts and the
State Judiciary between 2020-21 and 2021-22, as shown in the prior and current reports
respectively.

The amounts shown above for both ultimates and payments include loss, allocated loss
adjustment expenses (ALAE), and payments for 4850 benefits. These amounts do not
include unallocated loss adjustment expenses (ULAE), other program expenses or a
discount for anticipated investment income.

28



DRAFT

E. DATA PROVIDED FOR THE ANALYSIS
Overall, the data utilized in preparing this report appears to be accurate.
Comments and issues regarding the data are as follows:

e We have assumed that the program’s self-funded retention will remain at
$2,000,000 per occurrence for the Trial Courts for 2020-21, 2021-22, 2022-23,
and 2023-24 (See Appendix TC-J for the Trial Courts).

e We have assumed that the program’s self-funded retention will remain at
$2,000,000 per occurrence for Judiciary for 2020-21, 2021-22, 2022-23, and
2023-24 (See Appendix J-J for the State Judiciary).

e We received loss data evaluated as of December 31, 2020 (See Appendix TC-K
for the Trial Courts and Appendix J-K for the State Judiciary). We also utilized the
data from the JBWCP’s most recent actuarial study for our assessment of loss
development.

The data provided for the analysis appears to be reasonable for use in this actuarial
valuation of liabilities and projection of loss costs.
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lll. ASSUMPTIONS AND LIMITATIONS

Any quantitative analysis is developed within a very specific framework of assumptions
about conditions in the outside world, and actuarial analysis is no exception. We believe
that it is important to review the assumptions we have made in developing the estimates
presented in this report. By doing so, we hope you will gain additional perspective on
the nature of the uncertainties involved in maintaining a self-insurance program. Our
assumptions, and some observations about them, are as follows:

Our analysis is based on loss experience, exposure data, and other general and
specific information provided to us by the Judicial Council. We have accepted all of
this information without audit.

We have also made use of loss statistics that have been developed from the
information gathered and compiled from other California public entities.

We have assumed that the future development of incurred and paid losses can be
reasonably predicted on the basis of development of such losses in the recent past.

We have made use of cost relationships for claims of various sizes derived from the
most recent actuarial review of other California public entities with self-funded
workers' compensation programs.

We have assumed that there is a continuing relationship between past and future
loss costs.

It is not possible to predict future claim costs precisely. Most of the cost of workers’
compensation claims arise from a small number of incidents involving serious injury.
A relatively small number of such claims could generate enough loss dollars to
significantly reduce, or even deplete, the self-insurance fund.

We cannot predict and have not attempted to predict the impact of future law
changes and court rulings on claims costs. This is one major reason why we believe
our funding recommendations are reasonable now, but should not be extrapolated
into the future.

The changes in cost levels associated with benefit increases and administrative
changes typically take place over a period of several years following their
enactment, and these changes are very difficult to forecast in advance. We have
based our benefit level factors on those produced by the Workers’ Compensation
Insurance Rating Bureau of California (WCIRB). See Appendix E for a display of the
benefit level cost indices by fiscal year.

30



DRAFT

* For the Trial Counts, we have assumed that the loss rate trend associated with claim
costs decreases at 0.1% per year. We have assumed that claim severity increases
at 2.5% per year, and that claim frequency decreases at 2.5% per year. For the
State Judiciary, we have assumed that the loss rate trend associated with claim
costs decreases at 2.0% per year. We have assumed that claim severity will remain
flat, and that claim frequency decreases at 2.0% per year.

* We have assumed that payroll and other inflation-sensitive exposure measures
increase 2.5% annually due to inflation.

* Our funding recommendations do not include provisions for catastrophic events not
in the JBWCP’s history, such as earthquakes, flooding, mass civil disorder, or mass
occupational disease.

e Qur estimates assume that all excess insurance is valid and collectible. Further, our
funding recommendations do not include a provision for losses greater than the
JBWCP’s excess coverage.
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IV. GLOSSARY OF ACTUARIAL TERMS

Accident Year - Year during which the accidents that generate a group of claims
occurs, regardless of when the claims are reported, payments are made, or reserves
are established.

Allocated Loss Adjustment Expenses (ALAE) - Expense incurred in settling claims
that can be directly attributed to specific individual claims (e.g., legal fees, investigative
fees, court charges, etc.)

Benefit Level Factor - Factor used to adjust historical losses to the current level of
workers’ compensation benefits.

Case Reserve - The amount left to be paid on a claim, as estimated by the claims
administrator.

Claim Count Development Factor - A factor that is applied to the number of claims
reported in a particular accident period in order to estimate the number of claims that
will ultimately be reported.

Claim Frequency - Number of claims per $1 million of payroll.

Confidence Level - An estimated probability that a given level of funding will be
adequate to pay actual claims costs. For example, the 85% confidence level refers to an
estimate for which there is an 85% chance that the amount will be sufficient to pay loss
costs.

Discount Factor - A factor to adjust estimated loss costs to reflect anticipated
investment income from assets held prior to actual claim payout.

Expected Losses - The best estimate of the full, ultimate value of loss costs.

Incurred but not Reported (IBNR) Losses - Losses for which the accident has
occurred but the claim has not yet been reported. This is the ultimate value of losses,
less any amount that has been set up as reported losses by the claims adjuster. It
includes both amounts for claims incurred but not yet received by the administrator and
loss development on already reported claims.

Loss Development Factor - A factor applied to losses for a particular accident period
to reflect the fact that reported and paid losses do not reflect final values until all claims
are settled (see Section V).

Loss Rate - Ultimate losses per $100 of payroll.
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Non-Claims Related Expenses — Program expenses not directly associated with
claims settlement and administration, such as excess insurance, safety program
expenses, and general overhead. These exclude expenses associated with loss
settlements (Indemnity/Medical, BI/PD), legal expenses associated with individual
claims (ALAE), and claims administration (ULAE).

Outstanding Losses - Losses that have been incurred but not paid. This is the ultimate
value of losses less any amount that has been paid.

Paid Losses - Losses actually paid on all reported claims.

Program Losses - Losses, including ALAE, limited to the self-funded retention for each
occurrence.

Reported Losses - The total expected value of losses as estimated by the claims
administrator. This is the sum of paid losses and case reserves.

Self-Funded Retention - The level at which an excess insurance policy is triggered to
begin payments on a claim. Financially, this is similar to an insurance deductible.

Severity - Average claim cost.

Ultimate Losses - The value of claim costs at the time when all claims have been
settled. This amount must be estimated until all claims are actually settled.

Unallocated Loss Adjustment Expenses (ULAE) — Claim settlement expenses that

cannot be directly attributed to individual claims (e.g., claims adjusters’ salaries, taxes,
etc.)
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Page 1
Judicial Branch Workers' Compensation Program - Trial Courts and Judiciary
Funding Guidelines for Outstanding Liabilities at
December 31, 2020
(A) Estimated Ultimate Losses
Incurred through 12/31/20: $318,939,000
(From Appendix TC - G and Appendix J - G)
(B) Estimated Paid Losses
through 12/31/20: 255,350,000
(From Appendix TC - G and Appendix J - G)
(C) Estimated Liability for Claims
Outstanding at 12/31/20: $63,589,000
(From Appendix TC - G and Appendix J - G)
(D) Estimated Liability for Outstanding
Claims Administration Fees at 12/31/20: 6,408,000
(From Appendix TC - F and Appendix J - F)
(E) Total Outstanding Liability for
Claims at 12/31/20: $69,997,000
((C)+ (D)
(F) Reserve Discount Factor (Based on a Discount Rate of 0.0%.): 1.000
(Not Included)
(G) Discounted Outstanding Liability for
Claims at 12/31/20: $69,997,000
((E)x (F))
Marginally
Acceptable Recommended Conservative
Confidence Level of Adequacy: 70% 75% 80% 85% 90%
(H) Confidence Level Factor: 1.082 1.114 1.152 1.198 1.257
(From Appendix TC - | and Appendix J - 1)
(I) Margin for Adverse Experience: 5,718,000 7,982,000 10,612,000 13,834,000 18,016,000
((G) x[(H)-1])
(J) Total Required Assets
at 12/31/20: $75,716,000 $77,980,000 $80,610,000 $83,831,000 $88,013,000

((G)+ (1)
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Estimated Ultimate Losses
Incurred through 6/30/21:

(From Appendix TC - G and Appendix J - G)

Estimated Paid Losses
through 6/30/21:

(From Appendix TC - G and Appendix J - G)

Estimated Liability for Claims
Outstanding at 6/30/21:

(From Appendix TC - G and Appendix J - G)

Estimated Liability for Outstanding

Claims Administration Fees at 6/30/21:

(From Appendix TC - F and Appendix J - F)

Total Outstanding Liability for
Claims at 6/30/21:
((C)+ (D)

Reserve Discount Factor (Based on a Discount Rate of 0.0%.):

(Not Included)
Discounted Outstanding Liability for

Claims at 6/30/21:
((E)x(F))

Confidence Level of Adequacy:

Confidence Level Factor:

(From Appendix TC - | and Appendix J - 1)

Margin for Adverse Experience:

((G)x[(H)-1])

Total Required Assets

at 6/30/21:

((G)+ ()

Estimated Total Assets

at 6/30/21:

(Provided by the Judicial Council.)

Indicated Funding Redundancy/

Exhibit 1
Page 2
Judicial Branch Workers' Compensation Program - Trial Courts and Judiciary
Funding Guidelines for Outstanding Liabilities at
June 30, 2021
$326,239,000
261,452,000
$64,788,000
6,656,000
$71,444,000
1.000
$71,444,000
Marginally
Acceptable Recommended Conservative
70% 75% 80% 85% 90%
1.082 1.114 1.152 1.198 1.258
5,843,000 8,158,000 10,846,000 14,139,000 18,415,000
$77,288,000 $79,602,000 $82,290,000 $85,583,000 $89,859,000
$71,689,000 $71,689,000 $71,689,000 $71,689,000 $71,689,000
($5,599,000) ($7,913,000) ($10,601,000) ($13,894,000) ($18,170,000)

(Deficiency):
((K)- ()
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DRAFT Page 1
Judicial Branch Workers' Compensation Program - Trial Courts and Judiciary
Funding Options for Program Year 2020-2021 (SIR = $2,000,000)
Dollar Payroll
Amount Rate
(A) Estimated Ultimate Losses Incurred in
Accident Year : $14,600,000 $0.925
(From Appendix TC - G and Appendix J - G)
(B) Estimated Claims Administration Fees
Incurred in Accident Year 2020-2021: 2,691,000 0.170
(C) Total Claims Costs
Incurred in Accident Year 2020-2021: $17,291,000 $1.095
((A)+(B)
(D) Loss Discount Factor (Based on a Discount Rate of 0.0%.): 1.000
(Not Included)
(E) Discounted Total Claims Costs
Incurred in Accident Year 2020-2021: $17,291,000 $1.095
((C)x (D))
Marginally
Acceptable Recommended
60% 65% 70% 75% 80%
(F) Confidence Level Factor:
(From Appendix TC - | and Appendix J - I) 1.026 1.060 1.097 1.139 1.187
(G) Margin for Adverse Experience: 449,000 1,032,000 1,682,000 2,402,000 3,227,000
((B)x[(F)-1])
(H) Recommended Funding in
for Claims Costs: $17,740,000 $18,323,000 $18,973,000 $19,693,000 $20,518,000
(BE)+(G)
() Rate per $100 of Payroll: $1.124 $1.161 $1.202 $1.247 $1.300
((H) / $15,787,047)

Payroll rates are per hundred dollars of payroll of $1,578,704,700.
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DRAFT Page 2
Judicial Branch Workers' Compensation Program - Trial Courts and Judiciary
Funding Options for Program Year 2021-2022 (SIR = $2,000,000)
Dollar Payroll
Amount Rate
(A) Estimated Ultimate Losses Incurred in
Accident Year 2021-2022: $14,667,000 $0.929
(From Appendix TC - G and Appendix J - G)
) Estimated Claims Administration Fees
Incurred in Accident Year 2021-2022: 2,682,000 0.170
) Total Claims Costs
Incurred in Accident Year 2021-2022: $17,349,000 $1.099
((A)+(B)
) Loss Discount Factor (Based on a Discount Rate of 0.0%.): 1.000
(Not Included)
) Discounted Total Claims Costs
Incurred in Accident Year 2021-2022: $17,349,000 $1.099
((C)x (D))
Marginally
Acceptable Recommended
60% 65% 70% 75% 80%
) Confidence Level Factor:
(From Appendix TC - | and Appendix J - 1) 1.026 1.060 1.097 1.139 1.187
) Margin for Adverse Experience: 451,000 1,037,000 1,689,000 2,412,000 3,240,000
(B)x[(F)-1])
(H) Recommended Funding in
for Claims Costs: $17,800,000 $18,386,000 $19,038,000 $19,761,000 $20,589,000
(BE)+(G)
(I) Budgeted Non Claims Related Expenses: 1,066,000 1,066,000 1,066,000 1,066,000 1,066,000
(Provided by the Judicial Council)
(J) Recommended Funding in
for Claims Costs and Other Expenses: $18,866,000 $19,452,000 $20,104,000 $20,827,000 $21,656,000
((H) + (1)
(K) Rate per $100 of Payroll: $1.195 $1.232 $1.273 $1.319 $1.372

((J) / $15,787,047)

Payroll rates are per hundred dollars of payroll of $1,578,704,700.
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Exhibit 2

DRAFT Page 3
Judicial Branch Workers' Compensation Program - Trial Courts and Judiciary
Funding Options for Program Year 2022-2023 (SIR = $2,000,000)
Dollar Payroll
Amount Rate
(A) Estimated Ultimate Losses Incurred in
Accident Year : $15,067,000 $0.934
(From Appendix TC - G and Appendix J - G)
(B) Estimated Claims Administration Fees
Incurred in Accident Year 2022-2023: 2,753,000 0.171
(C) Total Claims Costs
Incurred in Accident Year : $17,820,000 $1.105
((A)+(B)
(D) Loss Discount Factor (Based on a Discount Rate of 0.0%.): 1.000
(Not Included)
(E) Discounted Total Claims Costs
Incurred in Accident Year : $17,820,000 $1.105
((C)x (D))
Marginally
Acceptable Recommended
60% 65% 70% 75% 80%
(F) Confidence Level Factor:
(From Appendix TC - | and Appendix J - I) 1.026 1.060 1.097 1.139 1.187
(G) Margin for Adverse Experience: 464,000 1,064,000 1,733,000 2,474,000 3,324,000
((B)x[(F)-1])
(H) Recommended Funding in
for Claims Costs and Other Expenses: $18,284,000 $18,884,000 $19,553,000 $20,294,000 $21,144,000
(BE)+(G)
() Rate per $100 of Payroll: $1.134 $1.171 $1.212 $1.258 $1.311

((H) / $16,129,626)

Payroll rates are per hundred dollars of payroll of $1,612,962,600.
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Exhibit 2

DRAFT Page 4
Judicial Branch Workers' Compensation Program - Trial Courts and Judiciary
Funding Options for Program Year 2023-2024 (SIR = $2,037,974)
Dollar Payroll
Amount Rate
(A) Estimated Ultimate Losses Incurred in
Accident Year : $15,484,000 $0.940
(From Appendix TC - G and Appendix J - G)
(B) Estimated Claims Administration Fees
Incurred in Accident Year 2023-2024: 2,829,000 0.172
(C) Total Claims Costs
Incurred in Accident Year : $18,313,000 $1.111
((A)+(B)
(D) Loss Discount Factor (Based on a Discount Rate of 0.0%.): 1.000
(Not Included)
(E) Discounted Total Claims Costs
Incurred in Accident Year : $18,313,000 $1.111
((C)x (D))
Marginally
Acceptable Recommended
60% 65% 70% 75% 80%
(F) Confidence Level Factor:
(From Appendix TC - | and Appendix J - I) 1.026 1.060 1.097 1.139 1.186
(G) Margin for Adverse Experience: 477,000 1,093,000 1,780,000 2,541,000 3,414,000
((B)x[(F)-1])
(H) Recommended Funding in
for Claims Costs and Other Expenses: $18,790,000 $19,406,000 $20,093,000 $20,854,000 $21,727,000
(BE)+(G)
() Rate per $100 of Payroll: $1.140 $1.178 $1.219 $1.265 $1.318
((H)/ $16,479,639)

Payroll rates are per hundred dollars of payroll of $1,647,963,900.
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(A)

B)

(©)

(E)

©)

(H)

0]

)

DRAFT

Exhibit TC - 1

Page 1
Judicial Branch Workers' Compensation Program - Workers' Compensation
Trial Courts
Funding Guidelines for Outstanding Liabilities at
December 31, 2020
Estimated Ultimate Losses
Incurred through 12/31/20: $296,826,000
(From Appendix TC - G)
Estimated Paid Losses
through 12/31/20: 236,397,000
(From Appendix TC - G)
Estimated Liability for Claims
Outstanding at 12/31/20: $60,429,000
(From Appendix TC - G)
Estimated Liability for Outstanding
Claims Administration Fees at 12/31/20: 5,642,000
(From Appendix TC - F)
Total Outstanding Liability for
Claims at 12/31/20: $66,071,000
((C) + (D))
Reserve Discount Factor (Based on a Discount Rate of 0.00%.): 1.000
(Not Applicable)
Discounted Outstanding Liability for
Claims at 12/31/20: $66,071,000
((E) x (F))
Marginally
Acceptable Recommended Conservative
Confidence Level of Adequacy: 70% 75% 80% 85% 90%
Confidence Level Factor: 1.079 1.110 1.146 1.190 1.247
(From Appendix TC - I)
Margin for Adverse Experience: 5,220,000 7,268,000 9,646,000 12,553,000 16,319,000
((G)x[(H)-1])
Total Required Assets
at 12/31/20: $71,290,000 $73,338,000 $75,717,000 $78,624,000 $82,390,000

(ORA0)
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(A)

B)

(©)

(E)

©)

(H)

0]

)

DRAFT

Exhibit TC - 1

Page 2
Judicial Branch Workers' Compensation Program - Workers' Compensation
Trial Courts
Funding Guidelines for Outstanding Liabilities at
June 30, 2021
Estimated Ultimate Losses
Incurred through 6/30/21: $303,803,000
(From Appendix TC - G)
Estimated Paid Losses
through 6/30/21: 242,304,000
(From Appendix TC - G)
Estimated Liability for Claims
Outstanding at 6/30/21: $61,498,000
(From Appendix TC - G)
Estimated Liability for Outstanding
Claims Administration Fees at 6/30/21: 5,793,000
(From Appendix TC - F)
Total Outstanding Liability for
Claims at 6/30/21: $67,291,000
((C) + (D))
Reserve Discount Factor (Based on a Discount Rate of 0.00%.): 1.000
(Not Applicable)
Discounted Outstanding Liability for
Claims at 6/30/21: $67,291,000
((E) x (F))
Marginally
Acceptable Recommended Conservative
Confidence Level of Adequacy: 70% 75% 80% 85% 90%
Confidence Level Factor: 1.079 1.110 1.146 1.190 1.247
(From Appendix TC - I)
Margin for Adverse Experience: 5,316,000 7,402,000 9,824,000 12,785,000 16,621,000
((G)x[(H)-1])
Total Required Assets
at 6/30/21: $72,607,000 $74,693,000 $77,116,000 $80,076,000 $83,912,000

(ORA0)
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Exhibit TC - 2
DRAFT Page 1

Judicial Branch Workers' Compensation Program - Workers' Compensation
Trial Courts

Funding Options for Program Year 2020-2021 (SIR = $2,000,000)

Dollar Payroll
Amount Rate

(A) Estimated Ultimate Losses Incurred in
Accident Year 2020-2021: $13,954,000 $1.458
(From Appendix TC - G)

(B) Estimated Claims Administration Fees
Incurred in Accident Year 2020-2021: 2,436,000 0.255
(From Exhibit TC - 5, Page 1, )

(C) Total Claims Costs
Incurred in Accident Year 2020-2021: $16,390,000 $1.713

((A) +(B))

(D) Loss Discount Factor (Based on a Discount Rate of 0.00%.): 1.000
(Not Applicable)

(E) Discounted Total Claims Costs

Incurred in Accident Year 2020-2021: $16,390,000 $1.713
((C)x (D))
Marginally
Acceptable Recommended
60% 65% 70% 75% 80%
(F) Confidence Level Factor:
(From Appendix TC - I) 1.032 1.067 1.106 1.149 1.198
(G) Margin for Adverse Experience: 446,515 934,892 1,479,082 2,079,087 2,762,814

(E)x[(F)-1])

(H) Recommended Funding in 2020-2021

for Claims Costs and Other Expenses: $16,836,000 $17,324,000 $17,869,000 $18,469,000 $19,152,000
(B)+(G)

() Rate per $100 of Payroll: $1.759 $1.810 $1.867 $1.930 $2.001
((H) / $9,570,375)

Payroll rates are per hundred dollars of 2020-2021 payroll of $957,037,500.
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Exhibit TC - 2
DRAFT Page 2

Judicial Branch Workers' Compensation Program - Workers' Compensation
Trial Courts

Funding Options for Program Year 2021-2022 (SIR = $2,000,000)

Dollar Payroll
Amount Rate

(A) Estimated Ultimate Losses Incurred in
Accident Year 2021-2022: $14,021,000 $1.465
(From Appendix TC - G)

(B) Estimated Claims Administration Fees
Incurred in Accident Year 2021-2022: 2,427,000 0.254
(From Exhibit TC - 5, Page 1, )

(C) Total Claims Costs
Incurred in Accident Year 2021-2022: $16,448,000 $1.719
((A) +(B))

(D) Loss Discount Factor (Based on a Discount Rate of 0.00%.): 1.000
(Not Applicable)

(E) Discounted Total Claims Costs

Incurred in Accident Year 2021-2022: $16,448,000 $1.719
((C)x (D))
Marginally
Acceptable Recommended
60% 65% 70% 75% 80%
(F) Confidence Level Factor:
(From Appendix TC - 1) 1.032 1.067 1.106 1.149 1.198
(G) Margin for Adverse Experience: 448,659 939,380 1,486,183 2,089,069 2,776,079

(E)x[(F)-1])

(H) Recommended Funding in 2021-2022

for Claims Costs and Other Expenses: $16,896,000 $17,387,000 $17,934,000 $18,537,000 $19,224,000
(B)+(G)

(I) Budgeted Non Claims Related Expenses: 722,000 722,000 722,000 722,000 722,000
(Provided by the Judicial Council)

(J) Recommended Funding in 2021-2022
for Claims Costs, Other Expenses,

and Non Claims Related Expenses: $17,618,000 $18,109,000 $18,656,000 $19,259,000 $19,946,000
((H)+ 1)

(K) Rate per $100 of Payroll: $1.841 $1.892 $1.949 $2.012 $2.084
((J) 1 $9,570,375)

Payroll rates are per hundred dollars of 2021-2022 payroll of $957,037,500.
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Exhibit TC - 2
DRAFT Page 3

Judicial Branch Workers' Compensation Program - Workers' Compensation
Trial Courts

Funding Options for Program Year 2022-2023 (SIR = $2,000,000)

Dollar Payroll
Amount Rate

(A) Estimated Ultimate Losses Incurred in
Accident Year 2022-2023: $14,413,000 $1.474
(From Appendix TC - G)

(B) Estimated Claims Administration Fees
Incurred in Accident Year 2022-2023: 2,495,000 0.255
(From Exhibit TC - 5, Page 1, )

(C) Total Claims Costs
Incurred in Accident Year 2022-2023: $16,908,000 $1.729

((A) +(B))

(D) Loss Discount Factor (Based on a Discount Rate of 0.00%.): 1.000
(Not Applicable)

(E) Discounted Total Claims Costs

Incurred in Accident Year 2022-2023: $16,908,000 $1.729
((C)x (D))
Marginally
Acceptable Recommended
60% 65% 70% 75% 80%
(F) Confidence Level Factor:
(From Appendix TC - I) 1.032 1.067 1.106 1.149 1.198
(G) Margin for Adverse Experience: 461,211 965,661 1,527,762 2,147,515 2,853,744

(E)x[(F)-1])

(H) Recommended Funding in 2022-2023

for Claims Costs and Other Expenses: $17,369,000 $17,874,000 $18,436,000 $19,055,000 $19,762,000
((E) +(G))

() Rate per $100 of Payroll: $1.776 $1.828 $1.885 $1.949 $2.021
((H) / $9,778,052)

Payroll rates are per hundred dollars of 2022-2023 payroll of $977,805,200.
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Exhibit TC - 2
DRAFT Page 4

Judicial Branch Workers' Compensation Program - Workers' Compensation
Trial Courts

Funding Options for Program Year 2023-2024 (SIR = $2,037,974)

Dollar Payroll
Amount Rate

(A) Estimated Ultimate Losses Incurred in
Accident Year 2023-2024: $14,816,000 $1.483
(From Appendix TC - G)

(B) Estimated Claims Administration Fees
Incurred in Accident Year 2023-2024: 2,565,000 0.257
(From Exhibit TC - 5, Page 1, )

(C) Total Claims Costs
Incurred in Accident Year 2023-2024: $17,381,000 $1.740

((A) +(B))

(D) Loss Discount Factor (Based on a Discount Rate of 0.00%.): 1.000
(Not Applicable)

(E) Discounted Total Claims Costs

Incurred in Accident Year 2023-2024: $17,381,000 $1.740
((C)x (D))
Marginally
Acceptable Recommended
60% 65% 70% 75% 80%
(F) Confidence Level Factor:
(From Appendix TC - 1) 1.032 1.067 1.106 1.149 1.198
(G) Margin for Adverse Experience: 474,097 992,640 1,570,445 2,207,512 2,933,473

(E)x[(F)-1])

(H) Recommended Funding in 2023-2024

for Claims Costs and Other Expenses: $17,855,000 $18,373,000 $18,951,000 $19,588,000 $20,314,000
((E) +(G))

() Rate per $100 of Payroll: $1.787 $1.839 $1.897 $1.961 $2.033
((H) / $9,990,236)

Payroll rates are per hundred dollars of 2023-2024 payroll of $999,023,600.
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DRAFT

Accident
Year

2000-2001
2001-2002
2002-2003
2003-2004
2004-2005
2005-2006
2006-2007
2007-2008
2008-2009
2009-2010
2010-2011
2011-2012
2012-2013
2013-2014
2014-2015
2015-2016
2016-2017
2017-2018
2018-2019
2019-2020
2020-2021

Totals

Notes:

Judicial Branch Workers' Compensation Program - Workers' Compensation

Estimated
Ultimate
(A)

9,934,000
14,235,000
17,885,000
21,340,000
14,218,000
14,353,000
14,451,000
13,720,000
11,418,000
16,675,000
15,832,000
15,219,000
17,240,000
13,684,000
13,784,000
14,773,000
12,917,000
12,554,000
12,642,000
12,976,000
13,954,000

$303,803,000

Trial Courts

IBNR as of 6/30/21 at Expected Claims Level

Reported
as of 12/31/20

(B)

9,895,000
14,150,000
17,761,000
21,149,000
14,063,000
14,154,000
14,209,000
13,425,000
11,075,000
15,973,000
14,950,000
14,118,000
15,122,000
11,607,000
11,482,000
11,812,000

9,448,000

8,372,000

7,228,000

3,849,000

1,216,000

$255,058,000

From Exhibit TC - 4, Page 1.
Provided by the Judicial Council. These losses exclude amounts

incurred above the Judicial Council's SIR for each year.

(A) - (B).

Estimated

IBNR
as of
12/31/20
(€

40,000
85,000
124,000
190,000
155,000
198,000
242,000
295,000
343,000
703,000
882,000
1,101,000
2,118,000
2,077,000
2,302,000
2,961,000
3,469,000
4,182,000
5,413,000
9,127,000
5,761,000

$41,768,000

Estimated
Percent of
IBNR
Reported
Between
1/1/21 and
6/30/21
(D)

24.9%
16.6%
14.2%
11.0%

9.0%
14.1%
11.6%
13.4%
15.7%
15.3%
12.9%
12.0%
11.6%

9.6%

8.6%

9.3%

8.7%
10.5%
13.4%
17.2%
19.0%

Percentage of incurred but not reported (IBNR) expected to be
reported between 1/1/21 and 6/30/21. The percentage is based

on the development pattern selected in Appendix TC - A.

((A)- (B)) x (D).
(A) - (B) - (E).

Estimated
IBNR
Reported
(E)

10,000
14,000
18,000
21,000
14,000
28,000
28,000
40,000
54,000
108,000
114,000
132,000
246,000
199,000
198,000
275,000
302,000
439,000
725,000
1,670,000
2,420,000

$6,954,000

Exhibit TC - 3

Estimated
IBNR
as of

6/30/21

(F)

30,000
71,000
107,000
169,000
141,000
170,000
214,000
256,000
289,000
595,000
768,000
969,000
1,873,000
1,878,000
2,104,000
2,686,000
3,167,000
3,743,000
4,688,000
7,557,000
10,317,000

$41,791,000

This exhibit shows the calculation of the amount of incurred but not reported losses we expect as of

6/30/21. This amount is dependent on both the strength of the case reserves and the average

frequency and severity of the losses incurred.
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DRAFT

Accident
Year

2000-2001
2001-2002
2002-2003
2003-2004
2004-2005
2005-2006
2006-2007
2007-2008
2008-2009
2009-2010
2010-2011
2011-2012
2012-2013
2013-2014
2014-2015
2015-2016
2016-2017
2017-2018
2018-2019
2019-2020

Totals

Notes:

(A)
(B)
(©)
(D)
(E)
(F)
(G)
(H)

0
()
(K)

Judicial Branch Workers' Compensation Program - Workers' Compensation
Trial Courts

Reported
Loss
Development
Method
(A)

9,934,000
14,235,000
17,885,000
21,340,000
14,218,000
14,353,000
14,451,000
13,720,000
11,418,000
16,675,000
15,832,000
15,219,000
16,679,000
13,128,000
13,354,000
14,269,000
11,923,000
11,361,000
11,283,000

8,529,000

Paid
Loss
Development
Method

(B)

9,943,000
14,560,000
18,310,000
21,220,000
14,672,000
14,492,000
14,971,000
14,240,000
12,101,000
17,803,000
16,831,000
16,212,000
17,801,000
14,241,000
14,214,000
15,724,000
13,412,000
13,019,000
12,622,000
11,400,000

Estimated Ultimate Program Losses

Exposure
Method
Based on
Reported
Losses
(C)

9,934,000
14,236,000
17,888,000
21,333,000
14,225,000
14,354,000
14,427,000
13,741,000
11,441,000
16,688,000
15,815,000
15,213,000
16,700,000
13,164,000
13,378,000
14,145,000
12,120,000
11,703,000
11,909,000
11,522,000

Exposure
Method
Based on
Paid
Losses
(D)

9,946,000
14,548,000
18,303,000
21,189,000
14,672,000
14,476,000
14,809,000
14,255,000
12,120,000
17,705,000
16,625,000
16,039,000
17,629,000
14,041,000
14,014,000
14,983,000
13,183,000
12,838,000
12,886,000
13,461,000

Projected Losses for the Year 2020-2021 (H)
Projected Losses for the Year 2021-2022 (1)

Projected Losses for the Year 2022-2023 (J)
Projected Losses for the Year 2023-2024 (K)

From Appendix TC - A, Page 1, Column (G).
From Appendix TC - B, Page 1, Column (G).
From Appendix TC - C, Page 1, Column (G).
From Appendix TC - C, Page 2, Column (G).
From Appendix TC - D, Page 1, Column (C).
Selected averages of (A), (B), (C), (D), and (E).
(F) limited to applicable aggregate.

From Exhibit TC - 5, Page 1, Line
From Exhibit TC - 5, Page 1, Line
From Exhibit TC - 5, Page 1, Line
From Exhibit TC - 5, Page 1, Line

K).
K).
K).
K).

—_— e~ o~ —~

Frequency-
Severity
Method

(E)

9,955,000
14,414,000
18,226,000
20,419,000
14,707,000
14,261,000
12,790,000
14,359,000
12,230,000
17,031,000
15,457,000
15,211,000
16,973,000
13,417,000
13,545,000
14,172,000
13,391,000
12,528,000
12,213,000

9,371,000

Selected
Estimate of
Ultimate
Losses

(F)

9,934,000
14,235,000
17,885,000
21,340,000
14,218,000
14,353,000
14,451,000
13,720,000
11,418,000
16,675,000
15,832,000
15,219,000
17,240,000
13,684,000
13,784,000
14,773,000
12,917,000
12,554,000
12,642,000
12,976,000

$289,849,000

$13,954,000
14,021,000
14,413,000
14,816,000

This exhibit summarizes the results of the actuarial methods we have applied to estimate ultimate
losses for each year. It is important to apply a number of estimation methods because each one relies
on specific assumptions about the claims process that tend to hold generally true, but that may be
violated in specific situations. Thus, the more estimation methods that can be applied, the better.
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Exhibit TC - 4
Page 1

Selected
Estimate of
Ultimate
Losses
Limited to
Aggregate
(G)

9,934,000
14,235,000
17,885,000
21,340,000
14,218,000
14,353,000
14,451,000
13,720,000
11,418,000
16,675,000
15,832,000
15,219,000
17,240,000
13,684,000
13,784,000
14,773,000
12,917,000
12,554,000
12,642,000
12,976,000

$289,849,000

$13,954,000
14,021,000
14,413,000
14,816,000



DRAFT

Accident
Year

2000-2001
2001-2002
2002-2003
2003-2004
2004-2005
2005-2006
2006-2007
2007-2008
2008-2009
2009-2010
2010-2011
2011-2012
2012-2013
2013-2014
2014-2015
2015-2016
2016-2017
2017-2018
2018-2019
2019-2020

Totals

Notes:

(A)
(B)
(©)
(D)
(E)
(F)

(H)
)
()

Judicial Branch Workers' Compensation Program - Workers' Compensation

Trial Courts

Estimated Ultimate Limited Losses Capped at $250,000 per Claim

Reported
Loss
Development
Method
(A)

9,294,000
13,408,000
16,921,000
18,810,000
13,500,000
13,033,000
11,637,000
13,005,000
11,026,000
15,280,000
13,798,000
13,509,000
14,998,000
11,790,000
11,840,000
12,399,000
10,506,000

9,871,000

9,693,000

7,259,000

Paid
Loss
Development
Method

(B)

9,410,000
13,557,000
17,144,000
18,956,000
13,619,000
13,014,000
11,820,000
13,070,000
11,146,000
15,635,000
14,245,000
14,015,000
15,315,000
12,297,000
12,390,000
13,645,000
11,605,000
11,192,000
10,785,000

9,678,000

Exposure
Method
Based on
Reported
Losses
(C)

9,294,000
13,408,000
16,921,000
18,811,000
13,500,000
13,034,000
11,638,000
13,006,000
11,027,000
15,283,000
13,803,000
13,503,000
14,998,000
11,789,000
11,844,000
12,354,000
10,570,000
10,026,000
10,056,000

9,424,000

Exposure
Method
Based on
Paid
Losses
(D)

9,412,000
13,560,000
17,131,000
18,944,000
13,610,000
13,010,000
11,815,000
13,062,000
11,144,000
15,607,000
14,206,000
13,968,000
15,281,000
12,223,000
12,281,000
13,186,000
11,443,000
11,052,000
10,984,000
11,342,000

Projected Losses for the Year 2020-2021 (G)
Projected Losses for the Year 2021-2022 (H)
Projected Losses for the Year 2022-2023 (1)

Projected Losses for the Year 2023-2024 (J)

From Appendix TC - A, Page 1, Column (D).
From Appendix TC - B, Page 1, Column (D).
Based on results in Appendix TC - C, Page 1.
Based on results in Appendix TC - C, Page 2.
Based on results in Appendix TC - D, Page 1.
Selected averages of (A), (B), (C), (D), and (E).
From Exhibit TC - 5, Page 1, Line (K) / Line (G).
From Exhibit TC - 5, Page 1, Line (K) / Line (G).
From Exhibit TC - 5, Page 1, Line (K) / Line (G).
From Exhibit TC - 5, Page 1, Line (K) / Line (G).

Frequency-
Severity
Method

(E)

9,294,000
13,408,000
16,921,000
18,811,000
13,500,000
13,033,000
11,637,000
13,005,000
11,026,000
15,280,000
13,797,000
13,509,000
14,998,000
11,790,000
11,840,000
12,317,000
11,572,000
10,765,000
10,432,000

7,956,000

Exhibit TC - 4
Page 2

Selected
Ultimate
Limited
Losses

(F)

9,294,000
13,408,000
16,921,000
18,810,000
13,500,000
13,033,000
11,637,000
13,005,000
11