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EXHIBIT-G

REPORT TO THE LEGISLATURE ON ACT 7960F 1993THE STATE OF THE
WO R K E REAGMPENSATION MARKET FOR YEAR ENDING 2015

Previousreportsto the Legislaturehavediscussedn detailthe conditionof Ar k a nWarsloesr s 6
Compensatiommarketplaceprior to the passageof Act 796 in 1993, and subsequento the
change$rought aboubecaus®f Act 796.

Arkansascontinuesto enjoy a competitivew o r k eompedsatioormarketwith the continuing
effectsof Act 796 0f 1993.

In the mostrecentdataavailable, A r k a n@rmabéinédstio decreasedo 85% rankingit among
the lowest of any state for which Ar k a n staistiéalsagent, the National Council on
CompensatiorinsurancgNCCI), compileslossdata.ln 2015,NCCI filed for decreases both
the voluntarymarketloss costs-2.1 and assignedisk planrates-3.0. Severalfactorsandtrends
in the industry may affect future rates. Thesefactors includechangesn claim frequency,
increased medicalosts,increasingprescriptiondrug utilization, increasedeinsurance costs, and
catastrophéadingfor potentialterrorismlosses.

CONTINUED RATE IMPACT OF ACT 796 OF1993

Ar k a n sadustdrysw o r k eampensationmarket would have disappearedand many
employerswould have found themselvesunable to afford w o r k eompedsationcoverage,
facingthe choiceof eitherclosingdown their businesor operatingoutsidethe law, had Act 796
notbecomeeality.

Theimpactof the Act onw o r k eompeidsatiopremiumsis clearand significant. Prior to its
enactmentrateswere increasingsignificantly. For example,for both the voluntary marketand
the assignedisk plan, ratesin 1991 and 1992 increasedl5% and 18% respectively.Passag®ef
the Act forestalledanticipatedrateincreasesn 1993and1994,with 1993beingthe first yearin
the last ten in which there was no rate increase.1993 and 1994 were years of market
stabilization,and subsequenyearshave seensignificant rate reductionsin both the voluntary
market andhe assignedisk plan.Year2001sawour first increasen theassignedisk planrates
while experiencinga decreasen the voluntary market. In 2015, Arkansashad the lowest loss
costsin the region per $100 of payroll, $0.76,comparedto the regional averageloss cost of
$0.99andthe countrywideaveragdosscostof $1.35.The Arkansasaverageatesin 20115were
-64.1%from 1995whenthe law changeswventinto effect. Thereare still positive effectsfrom
this Act thatbenefitsArkansasemployers.

Year Voluntary Market AssignedRisk Plan
1993 0.0% 0.0%
1994 0.0% 0.0%
1995 -12.4% -12.4%
1996 -8.0% -3.7%
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Year Voluntary Market AssignedRisk Plan
1997 -4.7% -7.6%
1998 -9.1% -8.2%
1999 -4.1% -3.0%
2000 -4.5% -2.0%
2001 -7.5% -1.9%
2002 -4.5% -1.9%
2003 1.8% -5.5%
2004 0.5% -5.1%
2005 -1.5% -2.8%
2006 -0.5% -2.0%
2007 -5.4% -6.8%
2007 (effective1/1/08) 2.7% 2.7%
2008 effective7/1/08) -12.8% -13.8%
2009 -7.0% -6.4%
2010 1.9% 4.5%
2011 -5.8% -9.7%
2012 -4.1% -4.8%
2013 -7.4% -6.7%
2014 -8.5% -1.4%
2015 -2.1 -3.0
2016 -4.3 -1.6

PAYROLL AND EXPERIENCE MODIFIER

Reportedpayroll in Arkansascontinuesto increasewhile premiumsfor insuredscontinueto
decreaseln 2015 the averageexperiencemodifier has stayedconsistentat 0.959. The 2015
countrywide averageexperiencemodifier is 0.975. Pleaserefer to Exhibit fi A for additional
statisticainformationregardingpremiums.

ASSIGNED RISK PLAN

The assignedisk plan hasseena history of declinein populationsincethe passagef Act 796
exceptfor a gentleupwardtrend during 2002 through2004. 1t is down from a recordhigh of
$150,000,000n 1993, but up from low of $6,566,275n Septembe2000. Voluntary carriers
continue to tighten underwriting and maintain their minimum premiums. The assignedrisk
premiumvolumefor 2015was$26,987,42%scomparedo $24,517,070 foR014.The assigned
risk plan premium grew in 2015 due to the growth in new businessesin 2015 the carriers
continueto declineto write small policies and new businesseswhich are two factorsin the
growth of the assignedisk planto $25,939,948lt is anticipatedthat the assignedisk plan will
continueto grow dueto the voluntarycarrierschangingunderwritingrules. In essencethe small
b us i prensumsgarelessthanthe minimum premiumfor which coverages availablein the
voluntary market. Theseemployersmay not be able to get coveragein the voluntary market;
consequentlyas of the end of 2015 small premium employers(less than $2,500in annual
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premium)constitutedapproximately72.1%of the plan policy volumewith anaverageof $1,026
in premiumper policy. Averageplan premiumper policy at the end of 2015was $3,560for all
6,754policiesin theplan.

In 2008, NCCI filed a Voluntary CoverageAssistanceProgram(VCAP), which hashelpedto
removesomeemployersfrom the assignedisk plan by allowing voluntary carriersto file their
underwriting guidelinesfor comparisonto new applicationssubmitted.When an applicationis
receivedby NCCI, it is comparedto the filed guidelinesand if the risk appearsto meeta
c o mp aguigedingstheapplicationwill be forwardedto the insurerto determinewhetherthey
will makea voluntaryoffer of coverageThis programwas approvedeffective Octoberl, 2008.
By December3l, 2015, 249 employerswere removedfrom the assignedrisk plan having a
premiumof $1,006,383.We believethatascarriersbecomemorefamiliar with this program,the
numberof policyholderstakenout of the planwill continueto grow aswill policyholdersavings.

PLAN ADMINISTRATION/SERVICING CARRIERS

TheNCClisani Ad v iCsrograyn i licensetiroArkansago assistits memberinsurerswith
ratemakinganddata collectioractivities. Effective July 1, 2014,the Commissionere-appointed
NCClasAdministratorfor the Arkansasassigned rislplanuntil atleastuly 1, 2017.

Arkansagparticipatesn the oversightof the marketandthe NCCI througha multi-stateworking
group of the National Associationof InsuranceCommissionergdNAIC). The working group
monitorsdatareliability andanyotherissueghatariseinvolving the market.

In recentyears,Arkansashasalso participatedin a multi-stateexaminationof the NCCI in its
role as an advisoryorganizationlicensedpursuantto Ark. CodeAnn. 823-67-214. Participation
in the examinationtaskforce, and periodicreviewsof this nature,functionto assurehe quality
of the data,aswell as presentingthe opportunityto improve existing systemsand procedures.
An advisoryorganizationexaminationis designedo find concernswith statisticalreportingand
error correction. Theseoncernsareremediedandmonitoredby a workinggroupof the National
Associationof InsuranceCommissionergNAIC). The examsare to assurethe errors never
becomesignificantenoughto affect the overall reliability of the datareportedby the NCCI for
the Stateof ArkansasN C C Imbstrecentexaminationshowedno significantissues.

The location of an office in Little Rock (mandatedby 1993 legislation) continuesto resolve
many policy related service problems and provides Arkansas agents and insureds easy,
immediateaccesdo responsivecompanypersonnel.The effectivenesof this office is apparent
in the reductionof the numberof complaintsreceivedby the InsuranceDepartmentand the

reductionin the numberof appealgeachingthe AppealsBoard. The NCCI personnel assigned

theoffice areknowledgeabl@andcommittedto providingexcellentservice.

Attachedare Exhibit i A éntitledStateAdvisoryForum2016,and Exhibit i B @ntitled Arkansas
ResiduaMarket2nd Quarter2016 StatusReport;andthe exhibitsarepreparedy the NCCl and
provide detailed information on risk profiles such as average premium size, top ten

classificationdoy codeandby premium,anda list of contactswithin NCCI for specific areasof

concern.
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NCCI provides,at no chargeto the agent,the optionto submitassignedisk applicationsonline.
Upon successful submission, the customer receives a confirmation code and application
identificationnumberfor referenceThereare significansavingsto the planwhenan application
can be processedelectronically. Arkansas agents have been extremely responsiveto this
initiative with 97%of applicationsbeingsubmittedonlinein 2015.

The Annual Servicing Carrier Performance Review conducted by NCCI reveals either
ACommen drdilSlaed & s Scaresforaalt areasfor Ar k a n smiangrriers.For the
period commencingJanuaryl, 2014, through December31, 2016, the servicing carriers are
Travelers Indemnity Company, Riverport Insurance Company (W.R. Berkley Group), and
TechnologyinsuranceCompanyAmTrust).

SUMMARY OF INSURANCEDE PART ME ICRIMISAL INVESTIGATION
DIVISION

Beforethe passag®f Act 796 of 1993,therehadneverbeena criminal prosecutionn Arkansas
forw o r k eompergsatiofraudcommittedoy employeesemployeror healthcargroviders.

Act 796 of 1993createdheWo r k €ompdnsatiofrraudinvestigationDivision andmadeany
type of fraud committedwithin thew o r k eompem@satiorsystema ClassD felony (maximum
six yearsand/or$10,000fine). The Division was renamedthe Criminal InvestigationDivision
duringthe2005LegislativeSession.

Fraudin thew o r k eompeidsatiorsystemwas perceivedo be epidemic.Sincethe majority of
employerswere in the "plan,” there was little, if any, incentive for thoroughinvestigationof
possiblyfraudulentinsuranceclaims and few consequence® thosecaughtmaking intentional
misrepresentationg\ct 796 changedhe entirelandscapef thew o r k eompe@satiorsystem,
particularlyaboutthe detection preventionandprosecutiorof w o r k eompersatiofraud. The
actualprosecutiorof aw o r k emperisatiofraud caseis contingenion manyfactors.

Key amongthosefactorsis the electedp r o s e awillihgnesssdoscarry a caseforward. If the

information providedfrom an investigationis not enoughto meetthe standardgor conviction

foundat Ark. CodeAnn. § 11-9-106, a prosecutor willbe unwilling to pursuethe case Local law

enforcementagenciesoften do not have the resourcesto investigatew o r k eompgedsation
fraud; fortunately, the investigativeauthority of the Criminal InvestigationDivision allows the

ArkansasinsuranceDepartmentto supplementtheseoften underfunded local agencies.This

Di v i sdedicatién® a single purposeallows for complexinvestigationswhich requiretime,

andfocusthatwould otherwisenot be available.As thesecomplexcasesvolve,they frequently
requireinvestigatorsto work througha myriad of leadsto developa case.Occasionally,even
with dedicatedresourcesfor this single purpose being used, there simply is not enough
information for a prosecutorto prosecutethe crime. While the numberof actual prosecutions
variesfrom yearto year,the possibility of investigationand prosecutions a constantdeterrent.
Any lesseningof the Di v i senforce@mentpowerswould likely resultin a re-emergenceof

both frequencyand severity of fraud committed by employees,employers,and healthcare
providers.
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The casegepresentedby the statisticsnotedbelow, which arecomparableer capitato thoseof

other stateswith active anti-fraud efforts, are believedto have had a significant impact on

w o r k eomme@satiomatesin Arkansas,and the deterrentfactor hasbeensubstantialin fact,

many casesare not carriedforward to prosecution. In manyinstancesthe threatof prosecution
is enoughto getthe partiesinvolvedto settlethe caseutsideof court,resultingin restitutionfor

the aggrieved parties.While not technically prosecutorwins, these casesresult in positive
outcomedor injuredworkersin thestate.

In the 2015 reportingperiod, therewere64 w o r k eompe@sationnvestigationsopened.The
Division receivedconvictionson threecasesThreenew casesverereferredto prosecutionThe
investigativework continueson manyof the caseghat havebeenopened.Sincethe creationof
the division in 1993, 159 caseshave been referred for prosecution,which resultedin 120
convictions.Out of these159 casespnly three prosecutionshaveresultedin acquittals.In the
remainingcasesthecharges weraotfiled or dropped.

2015LEGISLATIVE ACTIVITY WITH REGARD TO WO R K E RGGMPENSATION

Therewasno legislativeactivity with regardtow o r k eomperisatiom 2015.

2016 THIRD EXTRAORDINARY SESSION

Act 5. SenateBill 13 was titled as i A ict to Clarify Wo r k eCongpénsatiorDeath and
PermanentTotal Disability Trust PaymentsUnder the Wo r k eCorap@énsationLaw that
Resultedfrom Initiated Measure1948No.4; andto Lower Emp | o yaxRa & &hisdct
providesthat no claims may be madeagainstthe Deathand PermaneniTotal Disability Trust
Fund after June30, 2019. It further providesthat upon final paymentof liabilities out of the
Fund,thepremiumtax shallnotexceedl.5%.

SELECTED WO R K E REGIMPENSATION DECISIONS
FISCAL YEAR 2015
ARKANSAS COURT OF APPEALS

Additional Medical Treatment

Ernest E. Rice v. Boyd Metals and Travelers Insurance Company 2015 Ark. App. 443
(SeptembeR, 2015). This caseconcernedhe issueof whetherthe injured worker had proven

that additionalmedicaltreatmentrecommendedby his physicianwas reasonablend necessary
andcausallyrelatedto his work injury. The claimant,ErnestRice, sustainednultiple injuries to
his back, shoulderand neck during a motorvehicle accidentin August, 2010. The claimant
receivedmedicaltreatmentirom variousphysicianand medicalfacilities. The claimanthadbeen
sentto a drug treatmentand rehabilitationcenterat the expenseof the w o r k eompeldsation
insurancecarrierto gethim off narcoticsattherecommendatioof the casemanageandhisthen
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treatingphysician.The claimanteventuallyrequestedh changeof physicianand cameunderthe
care of Dr. Covey for continuing treatmentand pain managementDr. Covey examinedthe
claimantand recommende@mongothertreatmentsa pain pump,a medial branchnerveblock,
cervicalandlumbarx-rays,andan MRI lumbarspineto determinethe causeof the numbnessn
his legs and low back. Thew o r k eompeldsationnsurancecarrier notified the claimantthat
theywereonly goingto coverthe onetime visit with Dr. Coveyandwerenot goingto coverany
testsor medications.

A hearing was held at the ArkansasWo r k eCorap@nsationCommission before an
Administrative Law Judge.The ALJ found that the claimantdid not prove that the additional
medicaltreatmentas recommendedby Dr. Covey was reasonable,necessaryand causally
relatedto the work injury. The Full Commissionaffirmed and adoptedthe A L J @pision asits
own. Theclaimantthenappealedo the ArkansasCourtof Appeals.

The Courtof AppealsanalyzedA.C.A. 811-9-508(a)(Repl2012)which requiresan employer
to providean employeewith medicalandsurgicaltreatmenti ansay be reasonablyhecessaryn
connectionwith the injury receivedby thee mp | o Yyhe €oumreversedthe findings of the
ALJ and Full Commissionand found that the medical evidence sufficiently proved the
c | a i nmeedfor Sosneadditionalmedicaltreatmentalbeitnotasrecommendedby Dr. Covey.
TheCourtnotedthat:

However,therewasno medicalproof or support citedy the Commissiorthata ppel | ant 0 s
conditiondid not warrantany further treatmentand counselhad specificallyclarified during the
hearingthatfi a dddlitionaltreatmentby Doctor C 0 v evasat issuebeforethe Commissionlin
fact, the Co mmi s sconolusionsignores its own findings that appellant had changed
physiciangrom Dr. Baskinto Dr. Coveyandthatboth Dr. BaskinandDr. Coveyprescribecand
recommendednanyof the samenon-narcoticmedicationsandforms of treatmentTherefore the
Co mmi s dindiagntliasthe claimant has not proven that he is entitled to any additional
medical treatmentin the form of pain managements not supportedby substantialevidence,
becausdair-minded personscould not havereachedthe sameconclusionif presentedwith the
samefacts.

TheCourtreversedandremandedo the Commissiorto awardadditionalmedicalbenefits.

Rodriguezv. Superior Industries, 2015Ark. App. 647 (April 27,2016).The claimant,Fabio
Rodriguez,sustaineda compensabldow-back injury on January5, 2013. The claimant was
treatedandreleasedo returnto work. The claimantwas seenagainby the physicianon January
28,2013, at which time it wasnotedthe claimanthad painin his lower backand pain radiating
down both legs. Physicaltherapywas prescribedfor the claimantbut it was notedthe claimant
hadmadei | i rt d gerafeerssis physicaltherapysessionsThe treatingphysicianexamined
the claimantandnotedthat his i p aig ont of proportionto the clinical f i n d anddpsciibed
thec | a i nbackpaidasii n o n o r AnaMRI wasorderedandthe claimantwaseventually
referredto a neurosurgeorfor consultation.A repeatMRI was reviewedand found to show
A f i n ohcomsigtentvith thep a t i painpgatbesandphysicalexam.Thereforeno surgeryis
r e ¢ o mm eTel aadnanizontinuedto reportincreasingandworseningower backpain. The
claimantsubsequentlynovedto Houston,Texas.



EXHIBIT-G

A hearingwasheld beforean ALJ to addresgshe issuesof whetherthe claimantwas entitled
to additionalmedicaltreatmenin Houston,Texas,andwhetherthe employerwasresponsibldor
providing transportatiorto thec | a i mmaedidalappointmentgelatedto his low-back injury.
The ALJ issuedan opinion on January27, 2015, finding that appellantfailed to prove his
entittementto additional medical treatmentby a preponderancef the evidence,specifically
notingthathe i [ f o that rb Jadditional medical treatment[had] beenrecommendedy any
medicalp r o v i THeeComnussionaffirmed the ALJ, finding that the claimantfailed to prove
his entitlementto additional medical treatment.It further found that the claimantir ecei v e d
reasonablynecessarymedical treatmentin the form of medication,injections, and physical
therapy. o

TheCourtof Appeals agreedith and affirmedhe Full Commissiordecisionthatwhile there
was medicalevidencethat appellanthad a compensabléjuryd which the appelleesaccepted
therewasno medicalevidenceof continuedpainor injury thatneedednanagementy additional
medicalreatment.

Compensability

Ingram V. TysonMexican Original, 2015Ark. App. 519 (SeptembeB0, 2015). AubreyJay
Ingram was a maintenancanechanicfor Tyson Mexican Original and sustaineca compensable
right shoulderinjury in June,2001. The claimantunderwent3 surgical proceduresn his right
shoulderand was releasedrom carein December2002 with a 4 percentimpairmentrating to
the body asa whole andwith a two poundlifting restrictionandwork not higherthanshoulder
level. The resultsof a functional capacityevaluationconductedon Januaryl6, 2003, indicated
that Ingram could perform physical demandsin at leastthe medium categoryfor work with
occasionallifting. In March, 2004, Ingram underwenta revision rotatorcuff repair, and in
December2004 he hadsurgeryon his right thumb.He wasreturnedto work in March,20050n
restrictedduty.

In July, 2005 the claimant left his employmentwith Tyson and was hired by another
employer.The claimantsustaineda kneeinjury in April, 2006 while working for the subsequent
employer.The claimantthen underwenta right carpaltunnel releaseand surgeryon his right
thumb.In October2009, IngramsawDr. WesleyK. Cox, an orthopedicsurgeonspecializingin
disordersof the shoulder.Dr. Cox gavethe claimantinjectionsfor his right shoulder.Ingram
soughtadditionalmedicaltreatmentby Dr. Cox, which appelleecontrovertedUltimately, it was
approvedby the Commission,and Dr. Cox performeda right-bicepstenodesison March 27,
2012. The claimant continuedto be treatedby Dr. Cox for right shouldercomplaints.In Dr.
C o x mntesdatedJanuan, 2013, he first reportedthat Ingramhad complainedof left-shoulder
pain. In June,2013,Dr. Mark Bonnerdiagnoseda rotator cuff syndromein thec | ai meitnt 6 s
shoulder.

On July 31, 2013, the claimantreportedan injury that occurredon Februaryl, 2013 and
allegedthattheinjury wasdueto i 0 v e lbecassef my compensableight shouldei nj uA y . 0
hearing was held and an ALJ found that the c | a i mlaeftashodlder condition was a
compensableonsequencef the right-shoulderinjury, but the Full Commissionreversedthat
finding and determinedthat the claimanthad failed to prove that he sustaineda compensable
injury to theleft shoulder.
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On appealto the Court of Appeals,the claimantarguedthe 2014 MRI showedan objective
finding of injury to his left shoulderandthat Dr. Cox madethe causalconnectionbetweenthe
overuseof his left shoulderand his compensableight-shoulderinjury. The Court notedthat the
Full Commissionspecifically found that the claimantwas not a credible withessand that the
Commissionis not boundby ad o c t opinidn thatis basedargely on factsrelatedto him by
the claimantwherethereis no sufficientindependenknowledgeuponwhich to corroboratethe
c | ai nclamt Ib appearedto the Court that Dr. Cox had relied primarily on1 ngr amé s
statementsconcerningthe use of his armsin forming his opinion on causationand that the
Commissionhad assignedlittle weight to Dr. C o x 6psion. The Court affirmed the Full
Commissiondecisionand held thatthe Co mmi s slacisiamdisplayeda substantiabasisfor
thedenialof benefits.

TysonFoods.Inc. v. Turcios, 2015Ark. App. 647 (Novemberl2, 2015). The claimantwas
employedto cleanthe corporate buildingsf Tysonandfell twice while performingthatjob. The
first fall occurredin August, 2013, and the secondin October,2013. The claimantinjured his
right kneeboth timeswith the secondfall in Octoberbeingthe more severef thetwo. An MRI
revealedthat the claimanthad a meniscudearin the right kneeand a suspecteathronic partial
tear involving proximal and mid ACL. The employerTyson acceptedthe meniscusinjury as
compensableand paid for knee surgeryto repair the meniscustear but did not acceptand
controvertednedicaltreatmentor the ACL injury.

Mr. Turcioswasreleasedo returnto restrictedduty work beforehis knee surgeryoccurred
but Tyson had no positionsavailablewithin his restrictions.So TurciosreceivedTTD benefits
until March 5, 2014. On March 10, 2014, Dr. Sitesreleasechim to light-duty work after the
meniscus surgery. Tyson provided a position in the mail room sorting papers which
accommodatedhe c | a i nvark tesirictions.The claimantcalledin sick on March 10, but
workedon March 11. He workedsporadically untilTysonterminatecdhis employmenton March
31, 2014,whenhe missedanotherday of work. Tyson said Turcios wasterminatedbecauséhe
hadaccumulatedoo manypointsunderits attendanceolicy.

A hearingwas held beforethe ArkansasWo r k €ongpénsatiorCommissionand an ALJ
found that the claimantsustaineccompensablénjuries to his right kneeii i time form of a MCL
t e aausedoy the two work-relatedfalls. The ALJ also found that the claimanthad failed to
proveby a preponderancef the evidencehathe suffereda compensabl@jury in theform of an
ACL tear.

The Full Commissiorreversedhe ALJ in a 21 decisionandfoundthatthe claimantsuffered
the ACL injury as a result of his compensablegight-knee injury and was entitled to medical
treatment.The Commissionalso found that the claimant had proved his entittementto TTD
benefitsfrom March 6, 2014 ,througha dateyetto be determined.

The Court affirmed the Full Co mmi s slacisiant® award medicalbenefitsfor the ACL
injury. The Court notedthat the Full Commissioncreditedthe opinion of the surgeonDr. Sites,
overtheopinionof anothemphysician.

The Court reversedand remandedto the Commissionon the issue of temporary total
disability benefits. The Commissiorhad found that the claimantprovedhe wasentitledto TTD
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benefitsbeginningMarch 6, 2014, until a date yet to be determined.The Court remandedhe
issuebackto the Full Commissiorandindicated:

As the Commissiondecisionstandsnow, we cannotmake a meaningfulreview of this
case.This is so becausein part, the only factual findings we have by the Commission
regardingTTD arein the abovereferencedjuote.lt is unclearwhetherthe Commission
determinedhat Turciosremainedin his healingperiod or starteda new healingperiod,
whether he suffered a total incapacityto earna meaningful wage,whether Turcios
Ar et torwoe duithin the meaningof section521, whetherT u r c ialsent@eaism
was relatedto his compensabl&neeinjury or an unrelatedmedicalissue,and whether
T ur c ialegedvislationsof T y s oattehdanceolicy did or did not affect his TTD
eligibility undersection526. We thereforereverseand remandto the Commissionfor
furtherfindingsandproceedingsonsistentvith this opinionon this point.

PermanentPartial and PermanentTotal Disability

Skinner v. Tango Transport.Inc.. 2016 Ark. App. 304 (Junel, 2016). The claimant,Herschel
Skinner,injured his right foot on Junel0, 2010, while working for Tango Transport,Inc. The
healingperiodfor the injury endedon Junel0, 2011.A hearingwasheld May 25, 2012,before
theWo r k €ompensatiofCommissionon theissuesof additionalTTD benefits,the extentof
c | ai mmeman@rdimpairment rating, and permanentand total disability benefits. The
claimant was ultimately found to be entitled to additional TTD benefits,that he had a 53%
impairmentrating to the foot, and that he was permanentlyand totally disabled.A second
hearingwas held regardingthe paymentof benefitsandthec | a i ntantehtidorghat he was
entitledto dual paymentsof PPD benefitsand permanentindtotal disability benefits.The ALJ
and Full Commissionfound that pursuantto A.C.A. 811-9-502(b) the claimantwas not entitled
to simultaneoupaymentsof PPD and permanentotal disability benefits. The claimantappealed
thatandotherfindingsto the Courtof Appeals.

The Court found that i a f reveewing the entire opinion, we do not agreewithapp el | ant 0 ¢
interpretation Although the opinion addresse@ p p e | dnt#lenterite PPDand PTD because
RespondentdNo. 1 controvertedboth PPD in excessof 6.25% and PTD, the opinion did not
specifically order RespondentdNo. 1 to simultaneouslypay both benefits. To do so would
necessarilyequirethe ALJ to havefound appellantl53%disabledin contraventiorof statutory
authority. SeeArk. CodeAnn. 88 11-9-501(b)and519(a).However,the ALJ specificallyfound
that appellanthad sustainedb3% anatomicaimpairmentto the right foot andthatthefi e vi denc e
preponderatethat he hasbeenrenderedoermanentlyandtotally disabledwithin the purview of
the ArkansasWo r k €ongpénsatiorA ¢ t Furthermorea review of the recordindicatesthat
how the benefitswere to be paid was not at issueduring the first hearing.In fact, at the first
hearing,appellantarguedthat he was entitledto PTD and alternativelyPPD. Thus, resjudicata
andlaw of thecasedo not dictatethis caseandwe mustaffirm onthispointonap peal . 0

Anatomical Impairment

St. Francis County v. Washington 2015 Ark. App. 497 (Septembef3, 2015). The Arkansas
Wo r k €ompensatiorCommissiondeterminedhat ThomasJ. i T o m mYatingtonwas not
entitledto wageloss but that he was entitled to a 10% permanenpartiatdisability rating. On

10
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appeal,St. FrancisCountyand its insurancecarrierarguedthatthe Co mmi s slacisiamtbas
theemployeds entitled toa 10% ratingwaserroneousandshouldbereversed. Thelaimant was
injured on October31, 2011, when he cut his face while in pursuitof a suspect.The claimant
receivedtetanusshot and later experiencenumbnessand tingling which worsenedover time.

Testsrevealedthat the claimanthad sufferedan adverseimmunologicalreactionto the tetanus
vaccination. Theclaimantwaslaterassignec 10% permanenphysicalimpairment.

A hearingbeforethe Administrative Law Judge(ALJ) washeld on August8, 2014,andthe
ALJ filed an opinion on October 14, 2014, finding that the claimant sustaineda permanent
physical impairmentin the amountof 10% and that he sustainedwageloss disability in the
amountof 7%. The decisionwasappealedo the Full Commission.The Full Commissionfound
that the claimantwas not entitled to wageloss but that he was entitled to the 10% anatomical
impairmentrating. The employerappealedhe decisionof the Commissionawardingthe 10%
permanenimpairmentrating.

The Court notedthat Permanentmpairmenthasbeendefinedasfi a mpgrmanenfunctional or
anatomicalloss remainingafter the healingperiodhase n d eMin v Metals 2010 Ark. App.
585, at 9, 377 S.W.3d 506, 511. Any determinationof the existenceor extent of physical
impairmentmustbe supportedoy objectiveand measurabldindings.Di | | & dotin8a; 2010
Ark. App. 138,374 S\W.3d92. A Ob j efcit m o iane thasethat cannot come under the
voluntary control of the patient. Ark. CodeAnn. § 11-9-102(16)(A) (Repl. 2002); Vangilderv.
Anchor

Packaging,Inc., 2011 Ark. App. 240. The Court concludedthat the 10% rating is supportedoy
objectivemedicalfindings, including the postinjury MRI, which confirmedabnormalitiesn the
c | ai nmmamtThesCommissionfound that the abnormalitieswere causallyrelatedto the
October31, 2011, compensablénjury and that Watlington provedthe compensablénjury was
the major causeof his 10% permanentainatomicaimpairmentrating andthe Court affirmed the
Co mmi s decision.6 s

Attorneys Feesin Other Jurisdictions

Castellanosv. Next Door Co., SupremeCourt of Florida, April 28, 2016.The Florida Supreme
Court held that the mandatorya t t o rfeeesghédslewhich cappeda t t o rfeegwas s
unconstitutionalThe Court held that the mandatoryfee schedulgprecludesany determinatiorof
whetherthe fee awardis reasonabléo compensat¢he attorneyviolatesthe due processclauseof
theU.S.andFloridaconstitutions.

Injured Wo r k éAssecdf Utah v. Utah, 2016 UT 21 (May 18, 2016). The Utah Supreme
Court held that the sliding-scalefee scheduleand an overall cap on the maximum amountof

att orfeesfoydlsa i natdonneyévelatedthe Utah Constitution.The Utah SupremeCourt

heldthatit hadtheexclusiveauthorityto governthe practiceof law underthe stateconstitution.

NATIONAL MARKETS IN GENERAL

While Arkansascontinuesto experience increass the averagandemnityandmedicalcostper
losttime claim, claimsfrequencycontinuedo declineresultinga continueddeclinein ratesupon

11
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which premiumsarebasedA r k a nmaskstrénsainsstrongandcompetitive.

Theattached statef the industryreportExhibit i Centitled Stateof the Line graphicallydepicts
the sound condition of the w o r k eomgefisatiormarketplace;still, the NCCI continuesto
discoverthatw o r k emperisatiomesultsareaffectedby a numberof factorsthatarehaving a
negativeimpactonthemarket:

lower earninggelatingto investments;

claim coststhatarebeginningto riseat morerapidratesthanin previousyears;
pendingproposaldor benefitincreases;

challengesto w o r k eompea@satiomas an exclusive worker remedyfor workplace
injury;

recentfederalinitiatives that threatento increaseclaim costs,broadencompensability
definitions,andhavethe potentialto createduplicateremedies;
reformroll-backproposalsn recentstatelegislativesessions;

increasingcostsof medicalbenefits;and

increasingutilization of certainprescriptiornpainmedications

ToToTo  To oo oo

The NCCI doespoint out one favorable developmeniamongthe negatives.The incidenceof
workplaceinjuries continuesto fall sharplysincethe reform efforts of 1993. This meansfewer
injured workers i the most valuable outcome imaginable for workers, their families, and
employers.

CONCLUSION

Absentthe reformsencompassenh Act 796 of 1993, it is doubtful A r k a nemalgyérsvould
now havethe option of voluntaryw o r k eompelsationnsurance.Rather,the assignedrisk
plan, designedo be a marketof i | & ® ts avould havebecomeAr k a nmaakst6f§i o n | y
r e s orhetGengralAssemblyis to be highly commendedor its leadershipin reformingthe

w o r k eamperisatiomarketin our Statewhile protectingtheinterestsof theinjuredworker.

Ar k a n argleyérsmust have availableto them quality w o r k eompeldsatiorproductsin
the voluntary market at affordable prices. The creationof good jobs requiresa marketplace
whereall businessegegardlesf size,cangrow. Maintaining a stablew o r k eompe@sation
systemis essentialfor this growth. The evidenceshowsthe reforms have worked. The
incidence of fraud has been reduced through high-profile fraud prosecutions,employee
compensatiomatesand benefitshavebeenincreasedand workersinjured within the courseand
scopeof their employmenthave receivedtimely medical treatmentand the paymentof much
improvedindemnitybenefits.Erodingthe positive changesncorporatednto Act 796 would be
counterproductivéo continuedeconomiagrowthanddevelopment.

Prepared:August23,2016

cC: TheHonorableAsaHutchinson Governor
TheHonorableDale Douthit, Chairman AWCC
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TheHonorableKarenH. McKinney, CommissionerAWCC
TheHonorablePhilip Alan Hood CommissionerAWCC

Ms. BarbaraKerr, Chief ExecutiveOfficer, AWCC

Mr. RussGalbraith,InsuranceChief DeputyCommissionerAlD

Mr. NathanCulp, PublicEmployeeClaimsDivision Director,AID

Mr. PatO 6 K e ICtinengl InvestigationDivision AssistantDirector,AlD
Mr. RyanJamesCommunication®irector, AlD
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Arkansas Workers Compensation
State Advisory Forum

A State of the Industry

A Arkansas 0 Outlook and Observations

A State of the Economy

A Filing Activity

A NCCI Item Filing Activity

ALegisIative and Regulatory Issues

ACommentS from Insurance Commissioner Allen Kerr
A Claim Frequency and Severity

AArkansas Residual Market
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NCCI Market Outlook

A2012 dfConflicted?d
A20136ﬁEncouragi ngo
A2014 8fiBal anced?d

A2015 3/ Cal Mow é but Turbulence
Aheadb?o *

A20166ﬁTransform"g

Bill Donnell
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Arkansas 9 Solid as a Rock

% K
»* ¥
* e

Decreasesn B> ncansas O Favorable Results
Overall Loss
Cost Level

Economyin RecoveryPhase

Stable Legislativ&nvironment
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State of the
Workers Compensation Market

A Net written premium volume increased for the
fifth consecutive year

A calendar year and accident year combined ratios
continued to improve

A Lost-time claim frequency again decreased

A Lost-time claim severity changes were small 0
Increasing for indemnity and decreasing for
medical

AResidual market premium remains manageable
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Countrywide Workers Compensation
Net Written Premium o Growth Continued

Private Carriers and State Funds
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Countrywide Workers Compensation
Impact of Discounting on Premium
NCCIl States 0 Private Carriers

Percent
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Countrywide Workers Compensation
Impact of Discounting on Premium

NCCIl States - Private Carriers
" B s B BB R pERE =" — = ¥
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Countrywide Workers Compensation
Combined Ratio 0 Underwriting Gain Achieved
Private Carriers
Percent
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Countrywide Workers Compensation
Combined Ratio Components

Private Carriers

Percent
1
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Countrywide Workers Compensation
Net Combined Ratios

Calendar Year vs. Accident Year as Reported & Private Carriers
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Arkansas
Workers Compensation System
An Overview

Underwriting
gains indicated
in each of the

Premium
volume remains
stable

Frequency
continues its
long -term

0
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Arkansas Workers Compensation
Premium Volume

Direct Written Premium in $ Millions

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015p
Calendar Year
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Impact of Discounting on
Workers Compensation Premium In Arkansas

Percent
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Arkansas Accident Year
Combined Ratios

2010 2011 2012 2013 2014

Accident Year
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Results Vary From State -to -State
Accident Year 2014 Combined Ratios
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Arkansas Indemnity and
: Medical Loss Ratios

1.0
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National Economic Highlights and
Their Impact on Workers Compensation

PotentialImpacton the Workers
National Economidndicator CompensatiorMarket

Privateemploymentis expectedto Premiumincreasedrom higherpayroll

continueto grow slowly andhigherexpectedclaimfrequencyfor
newworkers

Wagegrowth is poisedto accelerate Upwardpressureon payrollandpremium

aswell asindemnity severity

TheFederaReservéhasstartedraising Higherinterestrates meanbetter returns
rates on investedfunds

Oilandnaturalgaspricesarelow Lowenergypricesbenefitmost
producers but layoffsin the energysector

negativelyimpactenergydependent
states
(=)
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Forecast Is for Continued Growth
- Near 2% In the Private Sector

Growth Rate US Private Employment  Growth
Percent

3

2.1 2.0

2011 2012 2013 2014 2015 2016f 2017f

f Forecast ‘ E -
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Wages Are Forecast to Accelerate
- This Year and Next

Growth Rate US Average Weekly Wage Growth
Percent

5

4 4.3

3.0
2.6

2011 2012 2013 2014 2015f 2016f 2017f

f Forecast ‘ E -
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The US Unemployment Rate
Continues to Decline, but Is Higher When
Including  Marginally  Attached Workers

Percent Headline Unemployment  Rate and U-6

20
15
10

5 =U-6 Unemployment Rate

0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

U-6 measures the number of the unemployed, the marginally attached, and the part -time for economic reasons ‘
- fvecy)/
.bls.gov
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Interest Rates Are Expected to Increase in 2017

10 -Year Treasury Notes

Percent

4

3.6

2.3

2011 2012 2013 2014 2015 2016f 2017f
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Change in Private Employment

Private Employment  Growth Is Above Average

Percent March 2014 March 2015 March 2016
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2.0
1.0
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0.0
Arkansas United States



http://www.bls.gov/

EXHIBIT-G



Change

In Employment

by Industry

Employment  Has Increased for Most Industries in the Past 12 Months
Sector % 12-Month
Industrial Sector 12-Month Percent Change, March 2016 Size Share Change

. o AR +5.7 115,900 9 +6,300
Leisure and Hospitality US 131

Information AR +5.3 13,900 1 +700
us +1.4

Professional and Business Services AR .2 142,900 12 +7,100
us +3.1

Education and Health Services AR *3.3 179,300 15 +5.800
us +3.3

+ +

Trade, Transportation, and Utilities AR 2.8 256,500 21 7,000
us +1.9

. AR +2.3 44,400 4 +1,000
Other Services US 413

Constructi AR +2.1 48,600 4 +1,000
onstruction US 447

Fi ol Activti AR +0.4 49,200 4 +200
inancial Activities US +18

G ; AR +0.1 -‘ 212,800 17 +300
overnmen US +0.6

. e - I 153.200 - 12403

Manufacturing oo

o AR i15.3 7,200 1 1,300

Natural Resources and Mining US i16.2

onthly

ll/fl.'l:

®
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Change in Average Weekly Wages

Wage Growth Is Below the Rest of the Nation

Percent

2012 2013 2014
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Headline Unemployment Rate

The Unemployment Rate Is Below the National Average

March 2014 March 2015 March 2016
Percent
8.0
6.0
4.0
2.0
] ]
0.0

Arkansas United States
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Arkansas Economic Highlights

A The unemployment rate in Arkansas is below the US
rate

AEmponment growth Is above the US rate having
accelerated over the last couple quarters:

A Leisure and Hospitality, In formation, and Professional
and Business Services are the top -performing sectors iIn
the state, each having grown by more than 5%

A Manufacturing jobs have declined, but food
manufacturing is improving due to increased demand for
poultry

A Natural resources and mining jobs have declined due to
low natural gas prices

A Arkansas waie irowth Is below the US average :O
N;C:
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Countrywide Workers Compensation
Approved Changes Iin Bureau Premium Level
By Effective Year for NCCI States

Percent
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NCCI Voluntary Market Filing Activity

Number of State Loss Cost/Rate Filings by Filing Season
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N 7 N

1 1

0 0
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Current NCCI Voluntary  Market
Loss Cost/Rate Level Changes

Percent Excludes Law -Only Filings

15
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Reflects the most recent experience filing in each jurisdiction
Due to the timing of the individual loss cost/rate filings, the figures shown may include changesfrom prior filing seasons



Current Voluntary @ Market Loss Costs
Level Changes In Nearby States

South Carolina* 9/1/16 +4.1%
Tennessee 3/1/16 1 0.9%
Missouri 1/1/16 1 2.4%
Louisiana 5/1/16 1 2.7%
Kentucky 10/1/15 I 3.4%
Arkansas 711/16 1 4.3%
Mississippi 3/1/16 17.9%
Alabama 3/1/16 1 8.2%
Texas 711/16 1 9.9%
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Oklahoma 1/1/16 1 14.8%

*Pending



Arkansas Filing Activity
Voluntary Loss Cost and Assigned Risk Rate Changes

2012 2013 2014 2015 2016

Voluntary Assigned Risk
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Arkansas Cumulative

~Approved Loss Cost Level Change
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Experience and
Trend

Experience

-2.9%

Trend

-1.5%

Arkansas

Benefits

Indemnity
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Arkansas July 1, 2016 Filing

Manufacturing Contracting Ogll(;erica?nd Gé)gg,siceind Miscellaneous

= 0 - 0 - 0
3.1% 4.5% 600 e 2.9%
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EXHIBIT-G
Arkansas Current Distribution

by Industry  Group

Payroll StandardPremium
6% o
17% 19%
20% 24%
0
8%
26%
ClaimCount 22%
49% 17% 9%
24%

Manufacturing
Contracting
OfficeandClerical

GoodsandServices
35% 15%
Miscellaneous

9%

Based on N C C | Siadistical Plan data






Current Average Voluntary Pure Loss Costs Using
Arkansas Payroll Distribution

Pure Loss Cost 0 All Classes

$1.54

AR LA MO MS OK TN X Region  Country

‘ E A .
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Average Voluntary Pure Loss Cost Quartiles Using
Arkansas Payroll Distribution

$0.63 i $1.20
$1.21 7 $1.42
$1.43 7 $1.63
$1.64 i $2.46

Not Included
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APIan Premium  Eligibility
Threshold

’ . 2 _a A AEIimination of Low
s F R B Credibility ifi

Classifications

© Copyright 2016 National Council on Compensation Insurance, Inc. All Rights Reserve



Premium Eligibility  Threshold (PET)

AExperience rating premium eligibility levels have
not increased In many years

AN C C | résgarch has shown that the Experience
Rating Plan® PETs are too low in most states

AuUnder the current PETs, risks that are too small
to expect even one claim could receive a credit
for being claim -free

AGenerating credits for very small claim -free risks
results in higher debit modifications for these
risks for having just one claim
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NCCI| ®&EBT Proposal

AAnnuaIIy Index the state PET for wage Iinflation

ABase the wage inflation index on the state
average weekly wage as determined and
published in the Quarterly Census of Employment
and Wages (QCEW) by the US Bureau of Labor
Statistics

ARound the indexed PET up or down to the nearest
$250
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Implementation

Proposal will establish a change in PET six months
after ast atles® csost/rate filing effective date

AFor example, July 1 for states with January 1 loss
cost effective dates

AThe extra lead time between the loss cost/rate
filing effective date and PET effective date allows

for the smooth production of experience rating
modifications

A This avoids an extra item filing each year
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PET Impact

Alncreasing the PET will only change the
population of experience -rated risks. It will:

A Not affect the calculation of the experience rating
modification

A Have no Impact for the vast majority of employers

AA risk that is currently not eligible for experience
rating would continue to not be eligible
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PET Impact (cont o6d)

A An experience -rated risk whose premium Is near
the PET may fall below the revised PET.
Potentiall y, this risk:

A Would no longer be experience -rated, and a unity
factor of 1.00 would apply

A May become experience -rated again, if its premium
Increases to meet or exceed the new eligibility
levels

AA risk that is currently experience rated and
remains eligible based on the revised PETs will
not be affected.
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PET Example

$8,000/$4,000

CurrentStatePET  Examplel Example2 Example3 Exampled

IndexedStatePET $4,327 $4,377 $4,001 $3,400

NewStatePET  $8,500/$4,250 $9,000/$4,500 $8,000/$4,000 $8,000/$4,000
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' . Eliminated




ltem B-1431

AThis IS a national classification item, focused on
three areas:

A Eliminating low credibility classifications

A Mapping eliminated classifications

A To become ef fective concurrent with each state &
approved loss cost/rate filing effective on and
after October 1, 2016, unless otherwise noted

AAppIicabIe to new and renewal policies
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Credibility

ACredibiIity IS the degree of reliance assigned to a
certain body of data, expressed as a weight
ranging from O to 1

AThe higher the number, the more credible the
data

A Lower credibility numbers mean that the data is
less reliable (more volatile)

A Claims can result in significant year -to-year
swings of rates or loss costs
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) Eliminating  Classifications
A8 national classifications to  be eliminated
Examples:
A 1852 6 Asbestos Goods Mfg.
A 2386 & Lace Mfg.
A 2913 6 Rattan, Willow or Twist ed Fiber Pro ducts Mfg.

A2 Arkansas state special classificationsto be
eliminated:

A 1745 & Hone or Oil Stone Mfg.

A 1745 & Oil or Hone Stone Mfg.

A 1745 & Soapstone or Soapstone Products Mfg.
A 8295 & Cotton Merchant
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Mapping Classifications

AEliminated classifications may have a small
amount of remaining exposure or the possibility
of generating exposure in the future

Aln these cases, NCCI recommends where that
exposure should be classified

Vd
Tl . igl Clagsificati d National Classification
A hise iS| ref8fEBtintie: as MapBitdgonenmise nowa
AL 3117—File Mfg. 3118—File Mfg.
7500—Gas Works & Salespersons, Dnvers | 7502—Gas Works & Drivers

8742—Salespersons or Collectors—Outside*
AR 1745—Hone or Oil Stone Mfg. 1803—Hone or Oil Stone Mfg. & Drivers

1745—0il or Hone Stone Mfg. 1803—Soapstone or Soapstone Products
1745—Soapstone or Soapstone Products |Mfg. & Dnvers

Mfg.

8295—Cotton Merchant 8103—Cotton Merchant

8295—Cotton Storage 8103—Cotton Storage

* Theindicatednationalphraseologycurrentlyappliesin this state. Therefore,no nationalexhibitis proposed

for approval. :7
_ —
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Number of Requests to NCCI for Pricing of
Law/Regulation Changes in the Last Five Years
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Key Workers Compensation 0
Related Topics in 2016 Legislation

AFirst Responder Presumption
AEmponer/Emponee Definition

AMedicaI Cost Management

Alndependent Contractors and Misclassification
AEchusive Remedy

AOpt-Out
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Medical Cost Management o Drug Formulary

A States Recently Instituting Drug Formularies:
A Tennessee Rule 0800-02-25-.04, effective August 28, 2016
A California AB 1124, effective  on or before July 1, 2017

A Recent Legislation Proposing Formularies:
A Nebraska LB 1005, deferred due to prioritization
A Louisiana HB 725

A Recent Regulations Proposing Formularies:
A Arizona 8 Rules R20-5-1301 through 1312

A Nevada guidelines

A Study to Explore Feasibility of Implementation:

A North Carolina has completed the study required in HB 97,
recommending further review and postponing implementation
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Opt -Out

Introduced, but no further action has been taken:*

A South Carolina Employee Injury Benefit Plan
Alternative (HB 4197)

A Tenness ee Empl oyee Injury Benefit Alte rnati ve
(HB 997/SB 721)
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Key Takeaways

Legislativaactivityfor 2Z016isaboutaverageor anelectionyear

No significantworkerscompensatiormeasureiaveprogressed

elfnaflClaliinpacLorn trie state\Wworkerscopensauorsystemo

legislationpricedin 2016rangedfrom ¢3.7%to +6.0%
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Judicial Issues O Workers Compensation -Related
Statutes Held Unconstitutional

FL: Mandatory claimant attorney fee schedule
Castellanos v. Next Door Co. (FL Supreme Court)

OK: Portions of Opt-Out Law (Employee Injury Benefit Act)

Vasquez v. Di | | alncd @OK,Wo r k e Comjdensation
Commission)

I Decision wunder review by OK Supreme Court

PPD deferral upon e mp | oy eetira sto work
Maxwell v. Sprint (OK Supreme Court)

PA: Impairment determined by A mo gecent e d i t iofoAMA
Guides to the Evaluation of Permanent Impairment
Protz v. WC Appeals Board (PA Commonwealth Court)

I Decision wunder reviewby PA Supreme Court
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Arkansas Legislature 2016 Special  Session

ALegisIation was Initially drafted to close the Death
and Permanent Total Disabil ity Trust Fund (Fund)
to new claims effective January 1, 2017.

A NCCI estimated that if the drafted legislation were
enacted, Arkansas loss costs could have increased
between +3.6% and +4.6% In order to prefund for
the portion of indemnity benefits that would no
longer be the responsibility of the Fund

Aon May 23, 2016, amended legislation was
enacted closing the Fund effective July 1, 2019 .
NCCI will be reevaluating its earlier analysis as a
result of the change Iin effective date.
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Judicial Issues: Wilhelm v. Parsons

Will Arkansas Supreme Court grant the e mp |l oy e e
petition for review and hear this case?

ACl ai ma MAitgument.  Exception to exclusive
remedy should be created when the employer
breaches a statutory duty

A Emp | oy eArgdngent: No such exclusion necessary

A Statutory penalties already exist for e mp | o y wrongfd
actions

A Failing to report employee wages could result in
retroactive premium adjustment

A Employee has no workers compensation remedy because
he failed to file a workers compensation claim within the

two -year statute of limitations
T e——— &
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Judicial Issues: Hendrix v. Alcoa, Inc.
Arkansas Supreme Court

Does exclusive remedy bar suit even if claimant is not
eligible for WC benefits?

Scheduled for Oral Arguments June 2, 2016
Acl ai ma AtguMEnt: Exclusive remedy provision does

not apply because she has no remedy against the employer

A Arkansas Wo r k eC@omgensation Commission ruled that the
claimant was not eligible for workers compensation benefits
because the disease did not manifest within the statutory
three -year period after the last occupational exposure

A Subsequent tort suit against the employer is barred by
exclusive remedy provision

AE mi ) i eArriunsent: Exclusive remedy applies N@
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Based on N C C | financial data
Frequency of lost-time claims adjusted to a common wage level



Arkansas Workers Compensation
Lost -Time Claim Frequency

Lost -Time Claims

Percent

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

‘ E iy
S ) ®
- []




EXHIBIT-G



Countrywide Workers Compensation
Lost -Time Claim Frequency

Change in Lost -Time Claims per $1M Pure Premium

Percent ) )
Private Carriers and State Funds

10

AverageAnnualChangeof ¢3.6%

(1994,2014)
5
o 1 8
-1.7

5 -3.2 -3
-10

9%5 96 97 98 99 00 01 02 03 04 05 06 O7 08 09 10 11 12 13 14 15p

AccidentYear

2010 and 2011 adjusted primarily for significant changes in audit activity
p Preliminary based on data valued as of 12/31/2015
d voluntary loss cost level, excludes WLLL,

14, but included in 2015
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Arkansas Average Claim Frequency

Total 3,960
00T Total 3,895
5202 Total 3,129
1027 Total 3,171
LA 0 10, T 2,486
AR = > Total 3,030
Lost Time Medical Only

nd January 2013
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Arkansas Distribution of Claims
by Injury Type
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Medical Benefits
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Arkansas Average Indemnity Severity
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Based on N C C | financial data for lost-time claims at current benefit level and developed to ultimate



Arkansas Average
Indemnity Claim Severity

Lost -Time Claim Severity in $ Thousands
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Based on data through 12/31/2014, on-leveled and developed to ultimate



Countrywide Workers Compensation Average
Indemnity Cost per Lost -Time Claim
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1994 7 2013: based on data through 12/31/2014
Includes all states where NCCI provides ratemaking services; WV is included in 2014 and subsequent



Countrywide Workers Compensation Average

Indemnity Cost per Lost -Time Claim
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Countrywide Relative Growth Rates 0
Indemnity Severity vs. Wage Inflation
Privat’e Carriers and State Funds 0 NCCI States
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Average Indemnity
Claim Severity in the Region

__lost -Time Claim Severity in $ Thousands
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Arkansas Indemnity Loss Distribution
by Injury Type
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Arkansas Average Medical Severity
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Based on N C C | financial data for lost-time claims at current benefit level and developed to ultimate



Arkansas Average
Medical Claim Severity

Lost -Time Claim Severity in $ Thousands
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Based on data through 12/31/2014, on-leveled and developed to ultimate



Countrywide Workers Compensation
Average Medical Cost per Lost -Time Claim

Private Carriers and State Funds 0 NCCI States
Severity
($ Thousands)
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Countrywide Workers Compensation
Average Medical Cost per Lost -Time Claim
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Countrywide Relative Growth Rates
Medical Severity vs. Medical Care Inflation
Private Carriers and State Funds & NCCI States
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Average Medical Claim Severity
In the Region

Lost -Time Claim Severity in $ Thousands
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Arkansas Medical Loss Distribution
by Injury Type
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Key Takeaways

d

Claim Frequency and Severity

Medical
Claim frequency benefits comprise
continues to almost 70%
decline of overall

Severity remains
favorable when
compared to
other states
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State Advisory

FORUMS 2016

Arkansas
Residual Market




State Advisory Residual Market

FORUMS '2016 Video Excerpt

Jim Nau, General Manager
NCCI Residual Markets




Where Does NCCI Provide

Market Services?
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Workers Compensation Residual Market Premium

NCCI -Serviced Workers Compensation
Residual Market Pools as of 12/31/2015

$ Billions
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Residual Market Underwriting Results
All Pools Serviced by NCCI as of 12/31/2015
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Residual Market Share
NCCI Plan States

(Includes  Direct Assignments)
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Arkansas Residual Market Share

Plan Premium as a Percentage of Direct Written Premium
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Arkansas Total
Residual Market Plan Policy Counts
As of 12/31/15
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Arkansas Total Residual Market Plan Estimated
Premium Volume
Premium in $ Millions as of 12/31/15
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Arkansas

Total Estimated

Residual Market Change

As of 12/31/15

Annual Premium

N

$0¢$2,499 $ 4.6M $ 5.0M 9.1%
$2,500;$4,999 2.9M 3.2M 8.5%
$5,000:$9,999 3.5M 3.8M 7.9%

$10,00@$49,999 /.3M /.M 5.8%
$50,00@$99,999 2.6M 2.3M -10.2%
$100,000andover 3.1M 2.1M -32.0%
Total $23.9M $24.0M 0.4%

()
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Arkansas Average Size Accounts for
Residual Market Policies and
Estimated Premium
As of 12/31/15

$0c$2,499 4,866 72.1% $ 4,993,703 20.8% $ 1.026
$2,500:$4,999 895 13.3% 3,170,217 13.2% 3,542
$5,000:$9,999 542 8.0% 3,764,471 15.7% 6,945

$10,00@$19,999 265 3.9% 3,585,185 14.9% 13,529
$20,00@$49,999 138 2.0% 4,105,530 17.1% 29.750
$50,00@$99,999 34 0.5% 2,294,311 9.5% 67,479
$100,00@$199,999 12 0.2% 1,530,866 6.4% 127,572
$200,000+ 2 0.0% 596,624 2.5% 298,312

Total 6,754 100.0% $24,040,907 100.0% $ 3,560




EXHIBIT-G



Arkansas Residual Market
Reinsurance  Pool Net Operating Results

Estimated Net Operating Gain/(Loss)
Projected to Ultimate as of 12/31/2015

2015 ($2,743)

2014 I

2013 ($1,845)

002 o0 [
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Residual Market Summary

ANationaI
A Stable residual market share
AManageabIe operating results
A Slow growth in 2014 and 2015

AState
A Stable residual market share
A Reduced average policy size
A Little growth in premium volume from 2014 to 2015

Please visit ncci.com for additional state and
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Glossary

AAssigned Risk Adjustment Program (ARAP) & An
assigned risk market program that surcharges residual
market risks based on the magnitude of their experience
rating modification.

A calendar Year (CY) 0 Experience of earned premium and
loss transactions occurring within the calendar year
beginning January 1, irrespective of the contractual dates of
the policies to which the transactions relate and the dates
of the accidents.

A calend ar-Acciden t Year (AY)0 The accumulation of loss
data on all accidents with the date of occurrence falling
with in a given calendar year. The premium f igure is the
same as that used in calendar year experience.

A Claim Freque ncyd The num ber of claims per unit of
exposure; for example, the number of claims per million
dollars of premium or per 100 workers.
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Glossary

A Claim Seve rit yd The average cost of aclaim. S everity is
calculated by dividing total losses by the total number of
claims.

A Combine d Ratiod The sum of the (1) loss ratio, (2)
expense ratio, and (3) dividend ratio for a given time
period.

A Detailed Claim Information (DCIl) & An NCCI Call that
collects detailed information on an individual workers
compensat ion lost-time claim basis, such as type of injury,
whether or not an attorney was involved, timing of the
claim& report to the carrier, etc.

A Direc t Wri tten Premium (DWP)d The gross premium
Income adjusted for additional or return premiums, but
excluding any reinsurance premiums.
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Glossary

A Indemnity Benefits o Payments by an insurance company
to cover an injured wo r k etimé sost from work. These
benefits are also referred to asfiwage pl acement o
benefits.

A Los s Ratio 8 The ratio of losses to premium for a given
time period.

A Lost -Time (LT) Claims 9 Claims resulting in indemnity
benefits (and usually medical benefits) being paid to or on
behalf of the injured worker for time lost from work.

A Medical -Only Claims & Claims resulting in only medical
benefits being pa id on behalf of an injur ed wor Kker.

A Net Wri tten Premium (NWP)0d The gross premium
iIncome adjusted for additional or return premiums and
Including any additions for reinsurance assumed and any
deductions for reinsurance ceded.
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Glossary

A Permanent  Partial (PP) 0 A disability that is permanent
but does not involve a total inability to work. The specific
definition and associated workers compensation benefits
are defined by statute and vary by jurisdiction.

A Poli cy Ye ar (PY )0 The year of the effect ive date of the
policy. Policy year financial results sum marize exp erience
for all policies with effective dates in a given calendar year
period.

A Schedule Rating 0 A debit and credit plan that recognizes
variations in the hazard -causing features of an individual
risk.

A Take -Out Credit Program 0O An assigned risk program that
encourages carriers to write current residual market risks in
the competitive voluntary marketplace.

ATemporary Total (TT) 0 A disability that totally disables a
worker for a temporary period of time.
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NCCIl dverkers Compensation Resources

A Financial Aggregate Calls
AuUsed for aggregate ratemaking

A Statistical  Plan for Workers Compensation
and Employers Liability Insurance
(Statistical Plan)

A Used for class ratemaking

A Detailed Claim Information
A In -depth sample of lost-time claims

APoIicy Data
A Policy declaration page information
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Financial Aggregate Calls

A Collected Annually

A Policy and calendar -accident year basis
A Statewide and assigned risk data

APremiums, Losses, and Claim Counts
A Evaluated as of December 31

APurpose
A Basis for overall aggregate rate indication
A Research
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Policy Year Financial

Policy Expiration Date

Policy Policy
Year Year
2012 2013
1/1/2012 1/1/2013 12/31/2013

Policy Effective Date

EXHIBIT-G

Aggregate Data

Policy
Year
2016

1/1/2016 12/31/2016
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EXHIBIT-G
Calendar -Accident Year

Financial Aggregate Data

Policy Expiration Date

Calendar- Calendar- Calendar-
Accident Accident Accident
Year Year Year
2013 2014 2017
1/1/2013 1/1/2014 12/31/2014 1/1/2017 12/31/2017

Policy Effective Date






Statistical Plan for Workers Compensation
and Employers Liability Insurance
(Statistical Plan) Data

AExperience by Policy Detall

AExposure, premium, and experience rating
modifications

A Individual claims by Injury type

APurposes
A Classification relativities
A Experience Rating Plan
A Research
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Policy
Effective

Valuation of Statistical Plan Data
1st 2nd 4th
Report Report Report Report
Valuation  Valuation Valuation  Valuation
18 Months 42 Months
30 Months 54 Months

EXHIBIT-G

5th

Report
Valuation

66 Months
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, EXHIBIT "B"
N[/c) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

20QMarket Share

m VoluntaryMarket $22 c 9M I I I I 0 n
= ResiduaMarket Planpremlumln FOFCE

7%y

10.4%

Total PolicyCount2%f} Top5 ClassCodes

w 2,000 5645t Carpentryt Construction (17.8%)
é 1:288 m 5022t MasonryNO(4.2%)
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PaintingNO(3.8%)5437 Carpentryt

< 1,200 -
Installation (3.1%)
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AveragePolicySize
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SecondQuarter2016policyand estimatedannualpremiumdata, comparedo Seconduarter2015
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N[/c) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016
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N[/c) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ExecutiveSummary

NCClasPoolandPlanAdministratorof the ArkansagVorkersCompensationnsurancePlan,ispleasedo
providethe SecondQuarter2016ArkansafkesiduaMarket StateActivityReport

Readerwill noticethat the order of our chartsandtableshasbeenreorganizedbasedon customerfeedback.
Thiswill providea more streamlinedpicture of the keymeasuremenfactorsandissuegelatingto the
operationof the Arkansa$lan. ResiduaMarketdemographicgontainedin thisreportinclude:

MarketShara ResiduaMarketvs.VoluntaryMarket

TotalAssignedRiskPlanPoliciesand Premiumin Force

ResiduaMarketLossRatio,Ultimate Net Written Premium,IncurredLossesand Estimated\et
OperatingGain/Lossnformation

Comparisorof reportedgrosswritten anduncollectiblepremium

Volumeof AssignedRiskapplicationgedirectedto the VoluntaryMarketthroughb / / YQRAEService
Totalnumberof boundapplicationsandthe total estimatedpremiumon boundapplications
ResiduaMarketpolicycountsandpremiumvolumecomparison
AssignedRiskPlanpremiumdistribution by sizeof risk

Top10classificatiorcodesby policycountand premiumvolume

If youhaveanyquestionsor commentsaboutthisreport, pleasefeel free to contactanyof the individuals
listedbelow.

TerriRobinsonStateRelation€Executive p A MTTO OO THY 0 p
ChanteMWeishaarSeniorTechnicaBusines&nalyst pcMmmty oo N Mp
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N@ ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ResiduaMarket Demographics

ResiduaMarket Total Policiesand Premiumin Force
Asof June30,2016t comparedto prior year

Totalnumberof AssignedRiskPlanpoliciesand estimatedpremiumvolumein forcereportedasof the date
listedabove.Theother exhibitsin thisreport describequarterlyand@ S I NJt id@&ax R (0 S

2016vs. 2016vs.

2015 2015# 2015%

PolicyCount 6,787 6,576 211 3.21%

PremiumVolume $22,907,917 $24,745,590 1tM™M X y 01 nT dnog
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N[/[) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ResiduaMarket Demographics

ArkansasfkesiduaMarket Reinsurancd®?oolBookedLossRatio
PolicyYearFinancialResultshrough 1st Quarter2016for 2015and prior years*
Theratio of total incurredlossego total earnedpremiumsin a givenperiod, in this state, expressedisa
percentage.

BookedLossRatio
150%
102.5%
Q 0,
o 100% 67.1Y 75.0%
= 52.4% e
S 50% ——
(a
0%
2012 2013 2014 2015

ArkansasResiduaMarket Reinsurancd?oolUIltimate Net Written Premium
(Projectedto Ultimate)6 n n . n Qa v

PolicyYearFinancialResultshrough 1st Quarter2016for 2015and prior years*
Thepremiumchargedby aninsurancecompanyfor the period of time and coverageprovidedby aninsurance
contractin this state.

$40,000
£ $30,000 $24.23¢ $23.57¢ $24,73
£ $20,000 -~
Q
©
£ $10,000
>
$0
2012 2013 2014 2015
PolicyYea

* SecondQuarter2016datawill be availablethe end of October2016dueto the timing of datareporting
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N[/[) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ResiduaMarket Demographics

ArkansasResiduaMarket Reinsurancd?oolNet OperatingResults
(Projectedto Ultimate) IncurredLosses
PolicyYearFinancialResultshrough 1st Quarter2016for 2015and prior years*

Policyyearincurredlossegeflect paidlossescasereservesand IBNRreservedor policieswritten in a
particularpolicyyearin that state.

w
2 § $30,000 $20,04¢
0 = , $18,54¢
o X $16.,26¢ '
JZ  $20,000 e, : 12,35¢
@ % * $ ,35\ —
5 £ $10,000 ¢
O ©
£ 5

o $0

[

- 2012 2013 2014 2015

PolicyYea

ArkansasResiduaMarket Reinsurancd?oolNet OperatingResults
(Projectedto Ultimate) EstimatedNet OperatingGain/(Lossp n n.n Qa v
PolicyYearFinancialResultshrough 1st Quarter2016for 2015and prior years*

Thefinancialstatementpresentationthat reflectsthe exces®f earnedpremiumoverincurredlosses|essall
operatingexpensesplusallinvestmentincomein that state.

2015 ($1,672

Policy Yea

2013 ($1,871
2012 | . ($8,603
nmbMHZNnNn nbrnnn nmPHINnnNn $3,000

OpperatingGain/(Loss)000's)

* SecondQuarter2016datawill be availablethe end of October2016dueto the timing of datareporting
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N[/c) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ResiduaMarket Demographics

Collections/Indemnification

Thefollowingshowsa comparisorof grosswritten premiumanduncollectiblepremiumreportedin Arkansas
for PolicyYearsd n m H mtebtimedtiroughb t mmdb t meportsincludingtraumaticandblacklungclaims,
evaluatedthroughFirstQuarter2016.

GrossWritten Uncollectible
PolicyYeal Premium Premium Percentage
2012 $20,442,602 $883,759 4.3%
2013 $25,091,678 $853,440 3.4%
2014 $24,258,847 $378,036 1.6%
2015 $25,359,093 $2,445 0.0%
2016 $4,691,653 * N/A

* Theuncollectiblepremiumsprovidedarereported by the servicingcarrierson aquarterlybasis.
Uncollectiblepremiumisgenerallyreported up to 24 monthsafter the policyexpirationdate dueto audit,
billing,andcollectionrequirements.Therefore the uncollectiblepremiumdatahasnot yet developedfor the
morerecentpolicyyears.
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N[/[) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ResiduaMarket Demographics

Voluntary CoveragéAssistancd’rogram
SecondQuarter Datathrough June30,2016

Thevolumeof assignediskapplicationsedirectedto the voluntarymarketthroughb / / YQAEService
Thefollowing showsthe resultsVCABServicehasprovidedduringSecondQuarter2016.

Numberof ApplicationdReviewedy VCAP@&ervice 599
Numberof VCAP®erviceMatches 453
VCAP®erviceOffersasa %of Matches 4.42%
Numberof ConfirmedvVCAP®&ervicePolicies 19
ConfirmedvCAP®&ervicePoliciesasa %of ApplicationReviewed 3.17%

Savingsisa %of RedirectedAssignediskPremium 11.84%
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N[/[) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ResiduaMarket Demographics

Total ApplicationsBound
2013vs.2014vs.2015vs.2016

Thenumberof applications both newandchurnt that areassignedo a ServicingCarrieror aDirect
AssignmentCarrier(if applicable).

1,200
1,000

800

600

punogsuonedljddy

400

200

1stQtr 2nd Qtr 3rd Qtr 4th Qtr
2013 m 2014 = 2015 = 2016
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N[/c) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ResiduaMarket Demographics

Total ApplicationPremiumBound

2013vs.2014vs.2015vs.2016
Thetotal estimatedpremiumon boundapplications both newandchurrt that areassignedo a Servicing

Carrieror aDirectAssignmentCarrier(if applicable).

$5,000,000

$4,000,000
E wJ
o $3,000,000 g
= S
3 N~
o —
2 $2,000,000 Lz
2

$1,000,000

$0

1stQtr 2nd Qtr 3rd Qtr 4th Qtr

2013 m2014 = 2015 = 2016
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SecondQuarter2016

ResiduaMarket Demographics

ResiduaMarket Total PolicyCounts
SecondQuarter Datafor PoliciesReportedthrough June30,2016
Totalnumberof all AssignedRiskPlanpolicieswith effectivedatesduringthe calendarmeriodlistedabove.

1,744 1,772
' '/

2,000 1,652

1,64%
1,500
Number of
Policies 1,000
500

2013 2014 2015 2016
PolicyYea

ResiduaMarket Total PremiumVolume

SecondQuarter DataReportedthrough June30,2016
Totalamountof all AssignedRiskPlanpremiumwith effectivedatesduringthe calendarmperiodlistedabove.

$5,395,32I $5,427,46!
$5.964.2H $5,150,04!

=
d
/

2013 2014 2015 2016
PolicyYea

$5,800,000
$5,300,000
$4,800,000
$4,300,000
Premium g3 800,000
volume ¢ 300,000
$2,800,000
$2,300,000
$1,800,000
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EXHIBIT-G

N{[) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ResiduaMarket Demographics

Total PremiumDistribution by Sizeof Risk

SecondQuarter DataReportedthrough June30,2016
Thetotal numberof AssignedRiskPlanpoliciesreportedto NCCby DirectAssignmenand ServicingCarriers

in apremiumrangeasof the date listedabove.

%of Total Total State %of Total Average
Premiuminterval  PolicyCount Policies Premium Premium Premium
$0c2499 1,285 2% $1,326,065 26% $1,031
$2500;4999 242 14% $859,060 17% $3,549
$5000;9999 141 8% $951,207 18% $6,746
$10000;19999 78 4% $1,049,283 20% $13,452
$2000@;49999 22 1% $612,186 12% $27,826
$500099999 S) 0% $352,248 7% $70,449
$10000@,199999 0 0% $0 0% $0
$200000+ 0 0% $0 0% $0
Total 1,773 100% $5,150,049 100% $2,905

SecondQuarter2015Datafor Comparison

%of Total Total State %of Total Average

Premiuminterval  PolicyCount Policies Premium Premium Premium
$0c2499 1,267 73% $1,303,500 24% $1,028
$2500;4999 230 13% $821,552 15% $3,571
$500@:9999 137 8% $934,824 17% $6,823

$1000@ 19999 72 4% $978,075 18% $13,584

$2000@;49999 32 2% $889,969 16% $27,811

$5000@ 99999 4 0% $241,505 4% $60,376

$10000@199999 2 0% $258,035 5% $129,017
$200000+ 0 0% $0 0% $0
1,744 100% $5,427,460 100% $3,112

Total
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EXHIBIT-G

N[/c) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

ResiduaMarket Demographics

ResiduaMarket Top10 ClassificatiorCodeshy PolicyCount
SecondQuarter DataReportedthrough June30,2016

Thetop 10governingclasscodesby total policycountt policiesissuedby ServicingCarriersand Direct
AssignmentCarrierdn this stateasof the datelistedabove.

Policy %of
Rank Code Description Count Policies
1 5645 Carpentry Constructionf ResidentiaDwellingsNot ExceedindhreeStoriesin 315 17.8%
Height
2 5022 MasonryNOC 74 4.2%
3 5551 w2 2 T AKInds& Drivdrs 70 4.0%
4 5474 PaintingNOC& ShopOperationsDrivers 68 3.8%
5 5437 / I NLISy (i NB ofiCabmeiWofk Orlinferdo2Tyim 55 3.1%
6 5403 CarpentryNOC 51 2.9%
7 9014 JanitorialService8y/ 2 y (i NI QONir@ldwE leanigg AbovEroundLevel& 50 2.8%
Drivers
8 7228 ¢ NHzO 1 A Hailinghz/® &fivers 45 2.5%
9 6217 Excavatior& Drivers 40 2.3%
10 5445 WallboardSheetrockDrywallPlasterboarcdr CementBoardinstallationWithin 38 2.1%
Buildings

ResiduaMarket Top 10 ClassificationfCodesoy PremiumVolume

SecondQuarter DataReportedthrough June30,2016

Thetop 10governingclasscodesby premiumvolumewritten on total policiesissuedby ServicingCarriersand
DirectAssignmentCarrierdn this stateasof the date listedabove.

%of
Rank Code Description Premium Premium
1 5645 Carpentry Constructionf ResidentiaDwellingsNot Exceeding hreeStoriesin $591,858 11.50%
Height

2 7228 ¢ NHzO | A WAdlingha/ &kivers $293,621 5.70%
3 5551 w2 2 T AKInAs& Drivérs $193,817 3.80%
4 0037 Farm:FieldCrops& Drivers $178,240 3.50%
5 5022 MasonryNOC $168,397 3.30%
6 5535 SheetMetal2 2 NJ L y &itiver§ | G A2y $154,099 3.00%
7 5474 PaintingNOC& ShopOperationsDrivers $141,577 2.80%
8 6217 Excavatior& Drivers $132,778  2.60%
9 5403 CarpentryNOC $117,478 2.30%
10 2719 Loggingr TreeRemovaliMechanized Harvestingxclusively $115,445 2.20%
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EXHIBIT-G

,v[/[) ArkansasResiduaMarket StateActivity Report

SecondQuarter2016

Glossaryof Terms

ApplicationsBoundr Theapplicationsthat are
actuallyassignedo a ServicingCarrieror Direct
AssignmentCarrier(if applicable).

EarnedPremiumor PremiumsEarned That
portion of written premiumsapplicableto the
expiredportion of the time for whichthe insurance
wasin effect. Whenusedasanaccountingerm,

G LINB Y3 l[dNJEISsBribeshe premiums
written duringaperiod,plusthe unearned
premiumsat the beginningof the period,lessthe
unearnedpremiumsat the end of the period.

In Force(Policies/Premiumj Allpoliciesand
associatedstimatedpremiumthat arecurrentas
of agivendate.

IncurredBut Not Reported(IBNR} Pertainingto
lossesvherethe eventsthat will resultin aloss,
andeventuallya claim,haveoccurred,but havenot
yetbeenreportedto the insurancecompany.The
term mayalsoincluded 6 dzesgreedor
estimatedfuture developmentof casereserves.

LossRatior Theratio of total incurredlossedo
total earnedpremiumsin agivenperiod,expressed
asapercentage Theformulafor lossratio is (loss+
lossadjustmentexpense)/earnegremium.

PremiumBoundr Thetotal estimatedannual
premiumon boundapplications.

ResidualMarket Shara Theratio of assignedisk
premium (pool plusdirect assignment}o the total
net directwritten premium.

UnderwritingGain/(Lossj Thefinancial
statementpresentationthat reflectsthe excesof
earnedpremiumoverincurredlosses.

VCABService VoluntaryCoveragessistance
Programisasupplementaprogramtob / / L Qa
WorkersCompensationnsurancePlan.Aspart of
b / | dtr&egicvisionof maintainingand
depopulatingthe residualmarket,b / / VCAR®
Servicaedirectscoverageopportunitiesfor
employergo voluntarymarketinsurerswhich
generallyprovidecoverageat alower cost.VCAP®
Serviceprovidesanadditionalsourcefor producers
andemployergo securevoluntaryworkers
compensatiorcoverageprior to enteringthe
residualmarketfor coverage.
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EXHIBIT-G

(/l/[[l) NCCI 2K Annual Issues Symposium

State of the Line Report

Kathy Antonello, FCAS, FSA, MAAA
Chief Actuary
NCCI

Annual ymposium
© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved. 2 O 1 6



EXHIBIT-G

‘NL‘L‘I) NCCI 2K Annual Issues Symposium

Property/Casualty
(P/C) Results

Annual ymposium
© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved. 2 O 1 6



EXHIBIT-G

P/C Industry Net Written Premium
All Major Lines Increased

Private Carriers
Line of Business 2014 ($B) 2015p ($B) % Change From 2014
Personal Auto 183.4 1925 4.9

Homeowners 76.8 79.4 3.3
Other Liability (Incl Prod Liab) 47.8 49.3 3.1
Commercial Multiple Peril 34.3 34.6
Fire & Allied Lines (Incl EQ) 27.1 26.2 -34
Commercial Auto 25.7 27.6 7.3
All Other Lines 63.7 64.6
Total P/C Industry 497.3 513.8
gE&?gren%:%:égéiztﬁg]g::;:{ ;gltéglls(él;jllcizi{/g%?gnorto consolidationof affiliated carriers ’S
© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved. 2016



EXHIBIT-G

P/C Industry Net Combined Ratio
Overall Underwriting Gain

Private Carriers

Line of Business 2014 (%) 2015p (%) Difference  From 2014
Personal Auto 103 105 2
Homeowners 93 92 -1
Other Liability (Incl Prod Liab) 99 103
Commercial Multiple Peril 100 95
Fire & Allied Lines (Incl EQ) 88 86
Commercial Auto 104 109
All Other Lines 84 84
Total P/C Industry 97 98
p Preliminary

Source:AnnualStatementdatafor individualcarriersprior to consolidatiorof affiliated carriers
Includescarrierdataavailableasof 4/14/2016

© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved.



EXHIBIT-G

P/C Industry Net Combined Ratios

Private Carriers

Percent

120

115 il B

110 o 3%Lowel o

105 | |—— = = —\‘—= £ ] |

100 e — e 97 98

Zi w il

85
86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15p
CalendarYear

p Preliminary
Sources1986;2007and2012;2015p,AnnualStatementdata A ’s
Annual Issues Symposius

2008;2011,1SO
© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved. 2 O 1 6




EXHIBIT-G

P/C Industry Investment Gain Ratio

Percent Private Carriers

25 . . . :
Net RealizedCapitalGainsto Net EarnedPremium

B NetInvestmentincometo Net EarnedPremium

20 - B o
15 [ _ — _
i 125 11.7

10 L — L]
5
0

86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15p

CalendarYear
p Preliminary

Sources:1986;2007,20132015p,AnnualStatementdata A ’s
2008;2012,1SO

Annual s/ul
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EXHIBIT-G

P/C Industry Embedded Yield
and New Money Yield

Percent

- Pretax Embedded Yield
== Pretax New Money Yield

Recession

985 1990 1995 2000 2005 2010 2015p
o Preliminary Calendar Year

SourcesNCCI, S aAfpdpenatesk AveragesFederaReserveBank ValueLine, TreasuryDirect, | NNBlobferg
Embeddedyieldisthe reportedinvestmentincomefor bondinstrumentsdividedby the assetvalueof thoseinstruments A ’s
NewMoney Yieldsthe pretaxyieldon bonds

Annual Issues Symposium
© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved. 2 O 1 6



EXHIBIT-G

P/C Industry After -Tax Return on Surplus

Private Carriers

Percent
18 Average(19852014):8.3%

g ||| [1 R0 [ITIE] (| T

TTH

TTC
85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15p
CalendarYear

AlIS

p Preliminary

Sources19852007,H n m o T Amualstatementdata
2008;2012,1SO

I T Sristiwriioh dveragesurplus excludingunrealizedcapitalgains = -

© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved.



EXHIBIT-G

P/C Industry Premium -to -Surplus Ratio

Private Carriers

$Billions P:SRatio
800 i 2.5
e N\WP Surplus e ¢ ¢ P:SRatic $674B
700
600 ®*eeo, 2.0
. ‘
o e T ’\_/ 1.5
L LI 2PN oo g
400 *e, S $514B
L P ° L 2P
300 ®e ‘oo, e e 1.0
°® "o.ooo......
200 0.76:1 0.5
100
0 $76B OO
85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15p
CalendarYear

p Preliminary
Sources19852007,H n m o 1T Amualsthtementdata
Annual Issues Symposiu

2008;2012,1SO
© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved. 2 O 1 6




EXHIBIT-G

(/I/L‘L‘l) NCCI 2K Annual Issues Symposium

Workers Compensation (WC)

P '
Annual Issues Symposium
© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved. 2 O 1 6
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EXHIBIT-G

WC Net Written Premium
Growth Continued

$Billions Private Carriers and State Funds
50 E
lStateFunds($B) 47.8 44 245“‘
40 m PrivateCarriers($B)
30 — B
20 i 39.7
10 | b
0
90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 O7 08 09 10 11 12 13 14 15p
CalendarYear
p Preliminary
Source:AnnualStatementdata
Includesstateinsurancefund datafor the following states:AZ,CA,COHI,ID,KY LA,MD,MO,MT,NM, OK,ORRI, TXandUT A’s

Eachcalendaryeartotal for statefundsincludesall fundsoperatingasa statefund in that year

© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved.
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EXHIBIT-G

WC Direct Written Premium 2015 Growth

Private Carriers

Source2014and2015,AnnualStatementStatutoryPagel4

© Copyright 2016 NCCI Holdings, Inc. All Rights Reserved.
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