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The information provided in this presentation is intended as informational 
and is not intended as, nor does it constitute, legal or professional advice 
or an endorsement or testimonial by Travelers for a particular product, 
service or company. Travelers does not warrant that adherence to, or 
compliance with, any recommendations, testimonials, best practices or 
guidelines will result in a particular outcome. In no event will Travelers, or 
any of its subsidiaries or affiliates, be liable in tort or in contract to anyone 
who has access to or uses this information for any purpose.
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rating

Peter Gunn

• 37 years experience in 
Workers Compensation 
product management at 
Travelers

• Vice-Chair PCRB Governing 
Board

• PCRB Class and Rate 
Committee Member
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¹ Travelers Internal Data, 2022 
² A.M. Best’s rating of A++ applies to certain insurance subsidiaries of Travelers that are members of the Travelers 

Insurance Companies pool; other subsidiaries are included in another rating pool or are separately rated. For a 
listing of companies rated by A.M. Best and other rating services, visit travelers.com. Ratings listed herein are as 
of July 29, 2022, are used with permission, and are subject to changes by the rating services. 

³ 2022 U.S. Statutory, DWP.

$553B 
Travelers writes 
the largest 
percentage of 
the eligible
U.S. payroll¹

rating
A.M. Best for 
financial strength² 

A++

#1
Workers 
Compensation 
and Commercial 
Multi-peril.³

We have been consistently 

writing workers 

compensation insurance for 

over a century.  

Travelers 

that evolve and flex 
with the needs of 
our customers.

Flexible
coverages



P C R B  E X P E R I E N C E  R A T I N G

PCRB Experience Rating Background

Current State:

• Last major Experience Rating Plan change was in 2004

• Current eligibility for Experience Rating - $10,000

• Split point of $42,500 for all risks
• All losses under $42,500 are considered “primary losses” and 

are used in the calculation

• Capping rule restricting mod changes to a maximum swing of 
+/-25% from the prior year’s Experience Rating factor

• Secondary Capping: If indicated modification is less than 1.00 
and the capped modification is greater than 1.00, final 
modification will be 1.00
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• Performance testing of existing methodology 
indicated declines in predictive accuracy

• Variable Split Point plan outperforms 
Single Split Point plan

• Make the formula more responsive to the specific 
loss experience of the insured

• Increase Workplace Safety Incentive

• Current plan assigns too little credibility to most risks

• Transition between Merit Rating and Experience Rating 
Plans for small risks can be significant

P C R B E X P E R I E N C E  R A T I N G  

Why Change?
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P C R B E X P E R I E N C E  R A T I N G  
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The new plan will…

• Enhance plan performance through improved predictive 
accuracy and promote greater equity among similarly 
classified insureds

• Tailor split points to achieve better balance based on 
risk size and actual claim experience

• Increase incentive to improve workplace safety

• Balance Mod responsiveness with year-to-year stability 
via revised capping rules

• Perform closer to an ideal plan with identical loss ratios 
across Experience Mod quintiles

• Target deviation in each loss ratio quintile is +/- 5% after 
application of experience rating factor

NEW Plan 
Features



MODIFIED 
LOSS RATIOS

P C R B E X P E R I E N C E  R A T I N G  
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2015-2018  Eligibility $10,000

OLD Plan 
Performance
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LOSS RATIOS
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MODIFIED 
LOSS RATIOS

P C R B E X P E R I E N C E  R A T I N G  
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2015-2018  Eligibility $5,000

NEW Plan 
Performance

MANUAL 
LOSS RATIOS

0.66
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P C R B E X P E R I E N C E  R A T I N G  

Filed 
Changes

Current New

Plan Single Split Point Variable Split Point

Formula

Ap x C + E x C x L + E(1.000-C)
E

Ap=Actual Primary Loss, E= Expected Loss, C=Credibility,
and L= Limitation Charge

Eligibility $10,000 $5,000

Credibility 0.283 – 0.938 0.690 – 0.974

Expected Loss Range 10,706 – 5,806,852 5,000 – 4,338,871

Split Points Single (1): $42,500 Variable (88): $10,000 - $300,000

Med-Only Claims 100% 100%

Capping % +/-25% Max Mod and 40% swing limit
(2-year Transition Period*)

Secondary Capping Yes (Rule #2) Eliminate (After Transition Period)*

*Transition Period: The new Max Mod will apply, however the current capping rules (+/-25% swing limits and secondary capping 
will also apply for a 2-year period to ensure mod stability during the transition to the new plan.
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Distribution of Current and Proposed Mods
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P C R B E X P E R I E N C E  R A T I N G  
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Change in Mod Type

69.0%

24.4%

3.8% 1.5% 0.7% 0.3% 0.2% 0.1% 0.1%
0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

70.0%

80.0%

Credit to
Credit

Debit to
Debit

Credit to
Debit

Neutral to
Neutral

Debit to
Credit

Neutral to
Debit

Credit to
Neutral

Debit to
Neutral

Neutral to
Credit

P C R B E X P E R I E N C E  R A T I N G  



Reading the New Worksheet
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P C R B E X P E R I E N C E  R A T I N G  



Reading the New Worksheet
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P C R B E X P E R I E N C E  R A T I N G  



Reading the New Worksheet
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P C R B E X P E R I E N C E  R A T I N G  



Reading the New Worksheet
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P C R B E X P E R I E N C E  R A T I N G  



New vs. Old
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P C R B E X P E R I E N C E  R A T I N G  
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Glossary

Actual Losses  ( A ) Total reported losses from all claims (indemnity and medical) as of the valuation date Losses As 
Reported

Actual Losses

Actual Primary Losses ( Ap ) Total reported losses from all claims limited by the split point for individual claims that 
exceed this amount

Losses As 
Used

Actual 
Primary 
Losses

Authorized Classes Only the classifications issued by the PCRB shall be used in auditing the payroll for that 
employer

Authorized 
Classes

Authorized 
Classes

Class Code Pennsylvania’s class codes are numerical codes that insurers use to classify employer’s 
exposure to risk

Class Code Class Code

Credibility ( C ) Credibility refers to the statistical weight or level of confidence assigned to an employer’s 
own loss experience

Credibility Credibility

Expected Loss Rate Expected Loss Rate reflects the anticipated average cost of benefits, per $100 of payroll, for 
a classification during the experience period

Expected 
Loss Factor

Expected 
Loss Rate

Expected Losses ( E ) Expected losses are determined by multiplying total payroll (per 100) for each classification 
by the Expected Loss Rate factors

Expected 
Losses

Expected 
Losses

Final Modification Final modification refers to the modification after the application of capping rules Final Mod Final 
Modification

Indicated Modification Indicated modification refers to the calculated modification derived from the formula before 
the application of any capping rules

Ind Mod Indicated 
Modification

Limitation Charge ( L ) Limitation charge is used to divide Expected Loss into primary and excess loss portions L*C L

Loss Free Mod Modification factor assigned to an employer with no losses during the experience rating period N/A Loss Free 
Mod

Max Mod Highest modification factor that can be assigned to an employer based on a formula specified 
in the ERP: 1.10 + 0.0004 (E/G)

N/A Max Mod

Number of Claims Total number of claims reported as of the valuation date for the experience period N/A Number of 
Claims

Payrolls Payroll amounts are shown by classification for the reported policies within the experience 
period

Payrolls Payrolls

Premium Adjustment Factors Premium for the policy may be adjusted by a Pennsylvania Construction Classification 
Premium Adjustment factor or Certified Safety Committee Credit

N/A Premium 
Adjustment 
Class

Split Point Split point is a specific dollar threshold used to separate the primary losses from the excess 
losses when calculating an employer’s experience modification factor

Maximum 
Value

Split Point

Current        Revised 
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NEW

New vs. Old - $15,000 Split Point – 1 x $1,000 Loss  

19

OLD
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NEW

New vs. Old - $15,000 Split Point with 10 x $1,000 Losses  

20

OLD
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NEW

New vs. Old - $15,000 Split Point Add a $100,000 Loss  

21

OLD
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NEW

New vs. Old - $43,000 Split Point – 5 x $5,000 Losses 
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OLD



23

NEW

New vs. Old - $43,000 Split Point with 5 x $50,000 Losses  

23

OLD
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New vs. Old - $75,000 Split Point (10 x 25K Losses)
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NEW

OLD
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New vs. Old - $75,000 Split Point (5 x 50K Losses)

25

NEW

OLD
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New vs. Old - $75,000 Split Point (5 x 100K Losses)
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NEW

OLD
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New vs. Old - $166,000 Split Point (5 x 200K Loss)
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NEW

OLD
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New vs. Old - $166,000 Split Point (10 x 100K Loss)
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NEW

OLD
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New vs. Old - $166,000 Split Point (20 x 50K Loss)

29

NEW

OLD



PCRB 
Experience 
Rating 
Calculator

P C R B  E X P E R I E N C E  R A T I N G  
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PCRB 
Experience 
Rating 
Information

P C R B  E X P E R I E N C E  R A T I N G  
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