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INTRODUCING

Lorman’s New Approach to Continuing Education

ALL-ACCESS PASS

The All-Access Pass grants you UNLIMITED access
to Lorman's ever-growing library of training resources:

M Unlimited Live Webinars - 120 live webinars added every month

M Unlimited OnDemand and MP3 Downloads - Over 1,500 courses available
M Videos - More than 1300 available

M Slide Decks - More than 2300 available

M White Papers

M Reports

M Articles

|

... and much more!

Join the thousands of other pass-holders that have already trusted us
for their professional development by choosing the All-Access Pass.

Get Your All-Access Pass Today!

SAVE 20%

Learn more: www.lorman.com/pass/?s=special20

Use Discount Code Q7014393 and Priority Code 18536 to receive the 20% AAP discount.

*Discount cannot be combined with any other discounts.



WSIB’S RATE FRAMEWORK REFORM -
THE COUNTDOWN IS ON

Posted by Tracy Bergeron Lucha - 1/30/19

Schedule 1 employers should be aware that Ontario’s Workplace

Safety and Insurance Board ("“WSIB”) will usher in its new rate
framework on January 1, 2020. As we count down toward
implementation, my posts will provide quarterly updates and insights

to assist Schedule 1 employers with the transition.

The WSIB's new framework is long anticipated, dating back to both
Arthurs’s Funding Fairness (2012) and Stanley’s Pricing Fairness(2014)
reports. It will be the biggest shake-up in the WSIB regime since the
early 90s. That means for many businesses, the current regime is the
only one they have ever known, and change can be hard. For some,
the change may be welcome as the existing system and rating

programs are often seen as overly complex and cumbersome.

The WSIB's current classification system will be replaced with

the North American Industry Classification System ("NAICS”), which is
already used by CRA and Statistics Canada and may be familiar to
cross-provincial employers. The WSIB has touted the new framework
as a more simplified, transparent and predictable structure that will
more accurately reflect the respective industry and each individual

employer’s level of risk to the system.


http://www.canada-usbizlawblog.com/author/tbergeron/
http://www.wsib.on.ca/WSIBPortal/faces/WSIBManualPage?cGUID=12-01-04&fGUID=835502100635000482&_afrLoop=927540236457000&_afrWindowMode=0&_afrWindowId=null#%40%3FcGUID%3D12-01-04%26_afrWindowId%3Dnull%26_afrLoop%3D927540236457000%26_afrWindowMode%3D0%26fGUID%3D835502100635000482%26_adf.ctrl-state%3Duduno0gcp_4

The new framework will overhaul the existing classification structure,
rate setting, and experience rating. In many instances it may affect
how your business is currently classified and premium rates
commencing next January. To ease the transition, the WSIB has
allowed for a process that will enable changes in an employer’s rates

to be phased in over time.

Notably, the WSIB's current 155 rate groups will drop down to (the
NAICS’s) 34 classes or subclasses. The new framework will be based
on a Risk Adjusted Premium Rate Setting process and the existing
experience rating programs will be replaced with a prospective,

Employer Level Premium Rate Adjustment process.

As part of a Risk Adjusted Premium Rate Setting process employers
will be assigned to a predominant class (generally based on the class
that represents its largest percentage of insurable earnings). There will
be a class projected premium rate that reflects the estimated collective
experience of all of the employers within such class/subclass, and then
classes will have a premium rate themselves. In application, if the
number of claims and cost of claims for a class increases for a few
years, then the corresponding premium rate for that class (and

premiums for the employers in that class) will also go up.

In determining an employer’s Employer Level Premium Rate
Adjustment within the predominant class, both collective and
individual responsibility will be calculated. The class target premium
rate will be adjusted for an individual employer based on the risk that
employer brings to the system after having regard for its historical
experience or actuarial predictability. The adjustment will result in a
premium rate in the upcoming calendar year, but it will no longer be

subjected to a surcharge or a rebate later in the following year. Using



these calculations, the employer will be assigned to a corresponding
risk band. The WSIB will limit an employer’s potential rate increase to

a maximum of three risk bands per year.

To implement the new framework, the WSIB has drafted six central
policies that will supplant 13 policies in the present system. Most
notably, the WSIB’s current experience rating programs (NEER, CAD-7
and MAP) and policies will be replaced with the new Employer Level
Premium Rate Adjustment process and the corresponding Employer

Level Premium Rate Setting policy.

The last NEER and CAD-7 assessments will be issued in 2020, which
will review the 2019 injury year and previous years applicable to the
plans, whereas the final MAP statement will apply for the 2019
premium year. As alluded to already, this means that, in the new
framework, employers will be assessed a premium without a year-end

rebate or surcharge as in the current system.

However, a surcharge mechanism will be available. Though not
expressly punitive in nature, the surcharge will have a similar effect.
Where an employer has consistently high or disproportionate claim
costs relative to their class for multiple years or where there is a
significant or sustained gap between what an employer is actually
paying and what they should pay for premiums, the WSIB can levy a

surcharge.

Also, the existing window used to set premium rates will change.
Whereas with the current MAP, NEER and CAD-7 programs, there are
different periods, the new window will be a “rolling” six years (i.e. six
years prior to the rate-setting year) for all Schedule 1 employers

regardless of industry. This means, to calculate an employer’s 2020



premium rate, the WSIB will consider the years 2013-2018, inclusive,
which are the six years prior to 2019, which is the rate-setting year.
This six-year expanded window is said to reduce the volatility that a
single poor or excellent year can have on a company’s premium rate
and create a more stable system. Employers will also have the
capability of accessing their projected future premium rates (i.e.
“prospective” rate setting) which the WSIB says will enhance

predictability for employers as compared to the current programs.
What Schedule 1 Employers Should Start Planning For:

With the abolishment of the existing experience rating programs and
the ability to obtain a refund, it is highly important to address any
outstanding employer reconsiderations, objections and appeals as
soon as possible and before the WSIB stops making retroactive

adjustments.

As a proactive measure, a thorough evaluation of the workplace and
accident history can assist employers. By reviewing your cost
statement and claims history to identify types of repeat injuries or
diagnoses, and duty- or station-based accidents employers can identify
and work toward eliminating sources of injury. This in turn will reduce

the number of accidents and claims filed.

Accident prevention and diligent claims management has always been
important in the WSIB regime. However, in the new framework, even
“no lost time” claims can have an overall impact on premium
calculation because rates will be calculated by considering insurable

earnings, the number of claims and claims costs.

Given these influential variables, injury prevention, duly managing

early and safe return to work to reduce claim severity, and diligently



objecting to/appealing unjust WSIB decisions will be paramount in the

new system.

To ensure employers are well-prepared for this transition, it is
important to seek out legal counsel who specializes in assisting

employers with these matters.

What are your company’s key concerns as you plan for the WSIB's rate
framework reform? I welcome your feedback and questions on this
transition. Please post your comments on our LinkedIn page at:
Dickinson Wright Canada, on Twitter at @DWrightCanada or on my
personal LinkedIn page at: http://linkedin.com/in/tracy-bergeron-
lucha-9a1a902a. In the meantime, stay tuned for more information

and insights on the WSIB’s new rate framework throughout 2019.
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