Op-Ed in The News Journal by Commissioner
Stewart

Written by Insurance Commissioner Karen Weldin Stewart, CIR-ML

October 10, 2013-In recent weeks there have been articles and editorials related to the Department of
Insurance and the process by which workers’ compensation rates are determined. Last month, the
Department of Insurance (DOI) received the 2013 workers’ compensation filing from the Delaware
Compensation Rating Bureau (DCRB) indicating a large increase. The DCRB'’s calculations would
lead to an average increase of 39.50 percent to 42.75 percent.

This increase is unacceptable, and | want all Delawareans to know that last month | did not approve
that increase and requested that it be withdrawn and refiled with substantiated numbers.

In light of the proposed rate increase, it is important that the public understand the workers’
compensation rate filing process and the role of the DCRB. The DCRB is licensed as an advisory
organization in Delaware. As an advisory organization, it develops rating manuals, policy forms and
cost information called “loss costs” used by insurers when they seek approval of their rates from the
DOI. It also files rates to be used for employers that cannot obtain coverage from insurance carriers,
known as residual market rates.

Each year, when the DCRB files loss costs and residual market rates with the DOI, we thoroughly
examine the filing to ensure that these loss costs and rates meet the standards set in Delaware law:
rates must not be excessive, inadequate or unfairly discriminatory. The filing must contain a complete
actuarial analysis of past claims, their frequency and overall cost, related insurance expenses and the
expected cost of providing coverage in the coming year.

As part of the DOI’s review, our actuaries analyze hundreds of pages of data and calculations in the
filing. Their goal is to ensure that the DCRB has followed actuarial standards, used accurate
calculations, applied reasonable judgment and complied with the requirements in Delaware law. They
ask for any additional information they need from the DCRB and develop their own conclusion of the
loss cost and rate levels needed in the coming year. When they have completed their analysis, their
report is made public, as is the DCRB’s filing. Another part of the process is the position of the rate-
payer advocate.

Enacted earlier this year, House Bill 175 created a position to assist the insurance commissioner to
advocate for the rate-payer. The process was established by law, and both my office and the rate-
payer advocate have hired independent actuarial firms.

We at the DOI have scheduled public information sessions to inform the public of the complete rating
process, as well as provide the general public an opportunity to express concerns and provide



feedback. Any additional information gathered at the public information sessions will be taken into
consideration, and a rate hearing will then be scheduled. Based on all the information that is
gathered, discussed, analyzed and vetted to the public, only then will | make a determination whether
the DCRB filing should be approved, amended or denied.

As Delaware’s insurance commissioner, | am well aware of the need to make changes to our workers’
compensation rate filing process and have been in conversation with an organization called the
Workers’ Compensation Research Institute since last year’s filing to determine what is happening in
other states and how can we apply that information to our process. My goal moving forward is to find
new ways that Delaware can address this issue by utilizing best practices from around the country.
The solution is not as easy as rejecting a high rate filing because the problem is not solely insurance.

We must all work together, and | look forward to working with the members of the General Assembly
and the Governor’s Task Force on Workers’ Compensation as we all fight to protect local businesses.
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