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FILING MEMORANDUM

ITEM ER-IN-2000-01—EMPLOYEE LEASING
(To be effective 12:01 a.m., one year after approval, upon the first of a month, applicable to new and renewal business.)

 ADVANCE \y 200PURPOSE

The purpose of this filing is to amend the current rule regarding employee leasing in the Experience Rating Plan Manual. 

BACKGROUND

A loophole exists in the rules, which permits an employer to avoid a debit experience rating modification. This condition may lead to abuse in relation to the intent of the Experience Rating Plan. The current rules permit a client's experience to be commingled with other clients. The rule merely asks that the client experience be separated, if possible.

The ICRB Governing Board has discussed this issue for several years and approved this proposed change at its meeting held December 16, 1999.

PROPOSAL

The proposed rule requires the carrier to maintain separate experience by client. It is further proposed that this item be effective 12:01 a.m., one year after approval, upon the first of a month, applicable to new and renewal business.

IMPACT

This filing is not expected to impact premium levels.

IMPLEMENTATION

In order to implement this item, the attached exhibit outlines the changes required in the Experience Rating Plan Manual.
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EXHIBIT I

EXPERIENCE RATING PLAN MANUAL

PART TWO

RULE 11.a. Employee Leasing

Current Rule
Proposed Rule - Indiana Special

If coverage for leased workers was provided under a policy issued to a labor contractor and is subsequently provided under a policy issued to the client and the experience is commingled with that of other clients on the labor contractor's (lessor's) policy, the following procedure shall apply:

The experience of the client shall be developed and reported to the rating organization by the insurance carrier, to the extent possible, for use in development of an experience modification for the client. If suitable payroll and loss experience is not reported to the rating organization, the labor contractor's experience modification will apply to the client for up to 3 years or until such time as the client otherwise qualifies for development of its own experience modification.
The carrier of an employee leasing company shall maintain separate experience by client and report to the ICRB when requested. Therefore, if a client moves its coverage to another employee leasing company, or obtains its own coverage, the client's experience will continuously be used in the experience rating applicable to its coverage.

The experience rating for an employee leasing company will be updated upon its normal renewal date (usually on an annual basis). At that time, the rating will be updated to reflect the experience of clients moving in and out of coverage under the employee leasing company.
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EXHIBIT II

EXPERIENCE RATING PLAN MANUAL

PART TWO

RULE 11.a. Employee Leasing

Pros and Cons of Proposed Rule Change

Pros
Cons

Each client's experience remains separate and distinct from other clients 
Carrier must maintain separate records by client 

One policy can still be issued to the labor contractor


Client experience can still be combined with other clients in calculating one experience modification for the labor contractor


A client's experience can now be tracked as it may move in and out of leasing arrangements over a period of time


NCCI system designed that for one single state policy, it expects one unit (not expecting multiple units, one for each client). 

Possible manual entry to produce client experience modifications due to system constraints

Consistent with principles of Experience Rating Plan
Inconsistent with principles of Experience Rating Plan; current rule permits insured to avoid a debit modification

Employee leasing company experience modification updated once a year, even though clients may come and go
Some client experience may be used at the same time in both a client mod and an employee leasing company mod
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