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Experience Rating 
Overview
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What’s on
the Agenda?
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1. Intended use of the experience 
rating modification (mod)

2. Eligibility

3. Calculating the mod

4. Commonly asked questions
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Intended Use of the Mod

What IS the Mod? 
+ The mod modifies the premium

+ The mod calculation and rating values used in Louisiana are 
proposed by NCCI and approved annually by LDI 

+ Application of mod is mandatory

+ Predictive tool 

+ Generally, a measure of frequency but severity can impact 
the mod also
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What ISN’T the Mod?
+ The mod is not intended to:

• Be punitive 

• Be used to recoup dollars from prior losses

• Reflect future changes (e.g., new safety program)

• Be used as a safety differentiator to determine eligibility for 

bidding on new business 
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Why Shouldn’t the Mod Be Used as a Safety 
Differentiator? 

+ Different business types within a classification

+ Difference in wage levels impacts the mod

+ Smaller insureds don’t qualify for experience rating
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Eligibility

Who is Eligible for a Mod?

+ Insureds with subject premium greater than*:

• $12,000 over the latest 24-months of the experience period

or

• $6,500 annual average over the entire experience period
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E f f e c t i v e  1 1 / 1 / 2 0 2 3 ,  U p d a t e d  A n n u a l l y

*NCCI’s Experience Rating Plan User’s Guide includes sample calculations of eligibility in Section B.1

7

8



6/20/2024

5

What is the rating effective date?

+ It is the effective date of the mod and the earliest date the 
mod factor can be applied to the policy

+ It is usually in effect for one year but could be as short as 3 
months or as long as 15 months

+ It determines what policy data will fit on the worksheet

+ It determines when the worksheet will be produced
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What is the Experience Period?

Policy Eff 1/1/2020
•Used in 2024 Mod

Policy Eff 1/1/2021
•Used in 2024 Mod

Policy Eff 1/1/2022
•Used in 2024 Mod

Current Policy Eff 
1/1/2023
•Expires 1/1/2024
•Reported to NCCI 
between 7/1/2024 –
9/1/2024

•Not used in 1/1/2024 
Mod calculation

Renewal Policy 
Eff 1/1/2024
•Mod calculated 90 
days prior
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S i m p l e  E x a m p l e
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When Will a New Business Qualify?
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New Business with 
Policy Eff 1/1/2022
• Assume $12K Premium
• Used in 2022 Mod

Policy Eff 1/1/2023
• Expires 1/1/2024
• Not used in 2024 Mod

Policy Eff 1/1/2024
• Mod calculated 90 days 

prior

First 
Mod

If this policy has 
less than $12K in 

premium, it 
won’t receive a 

mod until at least 
1/1/2025

Variations of the Mod
+ Types of Mods:

• Intrastate – exposure in only one state

• Interstate – exposure in two or more states 

+ Other Types of Mods:

• Preliminary – NCCI does not have final approved rating for the state

• Final – has state’s final approval

• Contingent – issued when data is missing

+ Self-Insureds –

• Self insureds or businesses that have coverage through a self-insured fund do not 

usually receive a mod from NCCI

• An ERM-6 can be submitted to NCCI to request that a mod be calculated for these 

insureds 
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Ownership & Combinability
+ Changes in ownership can impact the mod

+ Entities must meet certain ownership parameters to qualify 
for combined experience rating

• Generally common ownership must exceed 50% of each entity 

for them to be combined

+ ERM-14

L W C C . C O M | 13

For more information on the details around ownership, visit the NCCI website:
Experience Rating Plan Manual, Rule 3
Experience Rating User’s Guide, Rule 3 examples on Ownership

Experience Rating Ownership webinar in NCCI’s Learning Center

Calculating the Mod
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ELR vs Loss Cost
+ What’s the difference?

• Loss cost is a projection of a single year of expected losses at a 

future time period

‐ It’s based on historical data but reflects an estimate of ultimate expected 

claim values and trended forward to estimate future cost levels

• ELR is a point in time estimate of costs for ~3 policy periods

‐ It’s based on carrier estimates of claim values at 1st, 2nd, and 3rd reports 
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Basic Mod Calculation
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Actual Losses
Mod Expected Losses

+ When actual losses are less than expected, the mod is < 1 so 
is a credit

+ When actual losses are greater than expected, the mod is > 1 
so is a debit

Expected loss is based on payroll for 
period when actual losses were 

generated, multiplied by ELR, the 
expected loss rate
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It’s a little more complicated for many reasons:

• individual occurrences are split into 
primary and excess loss, with primary 
receiving more weight in the calculation

• Frequency over severity

• individual claims & occurrences are 
capped

• Limit impact of individual claims

• med only losses are reduced by 70% in 
the calculation

• Limit impact of medical only claims

• actual experience impacts smaller 
insureds less than larger insureds

• Credibility 

Actual Mod Calculation
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What is a split rating approach?

+ Used to reflect both the frequency and severity of losses

+ Primary loss – amount of any ratable individual loss up to 
the split point which reflect frequency

+ Excess loss – amount in excess of the split point which 
reflects severity up to the state per claim accident 
limitation
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P r i m a r y  L o s s  v .  E x c e s s  L o s s
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Why might an EMOD change?

1. Changes in individual employer experience

2. Changes in the average industry experience

3. Changes in the experience rating plan by NCCI
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F a c t o r s  t o  c o n s i d e r

Sample Mod Worksheet
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750,000 / 100 x .52 = 3,900Exp Excess Losses = 3900 – 780 = 31203900 x .20 = 780
Med Only Reduced by 70%

5,000 x .3 = 1,500

Actual Limited to 507,500
Excess is 507,500 – 18,000 = 489,500

Primary: 
1,500 + 18,000 

= 19,500

Excess:
489,500

Actual Mod Calculation
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Actual Primary + (1-W) x Expected Excess + Ballast + (W x Actual Excess)
Mod = Expected Primary + (1–W) x Expected Excess + Ballast + (W x Expected Excess)

Mod is subject to a maximum debit, based on formula; COVID-19 claims excluded

Stabilizing Value Ratable ExcessPrimary Losses
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Sample Mod Worksheet
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Example
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Sarah’s Salads – Mod Effective 7/1/2022
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Med Only 
Experience

Lost Time 
Experience

Payroll in Class 
9083

Policy Effective 
Date

Claim 1:  $25,000$3,000,0007/1/2021

Claim 2:  $600,000$2,000,0007/1/2020

$2,500,0007/1/2019

Claim 3:  $30,000$3,500,0007/1/2018
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Sarah’s Salads – Mod Effective 7/1/2022
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NCCI ER Values
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NCCI ER Values
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NCCI ER Values

Commonly Asked Questions
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Help! My Mod is Over 1!  What Can I Do?
+ Ensure policies are classified to the correct class code with 

accurate payroll

+ Review losses to ensure accuracy

• COVID-19 claims are excluded

• Values are correct

+ LWCC’s Safety Services 
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When Can a Mod Be Revised?
+ NCCI experience rating values change from preliminary to final

+ A mod was issued as contingent, and data is received to finalize it

+ An employer is reclassified for reason other than change in 
operations

+ When data changes due to:

• Second injury fund

• A claim is denied or deemed non-compensable

• Clerical error

+ A new mod is promulgated for the next policy effective date
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NCCI Information
+ Agent-accessible information on clients or prospective 

clients

+ Risk Workstation

+ Keeping up with NCCI rule changes
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Upcoming Changes
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E-1410 NCCI Experience Rating Mod Update
UPDATE TO HANDLING OF COVID-19 CLAIMS

COVID-19 claims with accident dates between 12/1/2019 and 
6/30/2023 are excluded from experience rating calculations

COVID –19 claims with accident dates on and after 7/1/2023 
will be included in experience rating calculations

5/1/2024
Effective Date in 

Louisiana

$38,000
Upcoming LA State-
Specific Split Point

$264,500
LA State Per 

Claim Accident Limit
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E-1409 NCCI Experience Rating Mod Update

• Impact

o Experience rating values will be adjusted accordingly

o Other changes to the calculation of credibility parameters are also changing

o Experience rating mods are expected to change by less than +/-5% for most 

employers

UPDATE TO CALCULATION PARAMETERS
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Questions?

References
+ ABCs of Experience Rating, NCCI, ncci.com
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