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Phoenix, Arizona     
                                December 18, 2025 

                      1:07 p.m. 

 

 

P R O C E E D I N G S 

 

 

THE CHAIRMAN:  All right.  Let's see.

First item we have, actually, this morning is we have a

public hearing on our Self-Insurer Rate Determinations.  

And so just some opening comments on this,

this public hearing is being held to give members of

the public and Commission stakeholders an opportunity

to comment on staff proposals regarding the 2026

Self-Insurer Rate Development.  

The Staff Proposal has been posted on the

Commission's website.

And Renee, who's our Self-Insurance

Administrator, will provide a brief -- brief, Renee,

overview of the Staff Proposal.  

We also thank you for your written Proposal.

It's very concise.

MS. PASTOR:  Okay.  Just to let you

know, on the historical overview that I gave you, that

SCF used to calculate the self-insurer taxes for the
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Commission.  And over the years that changed.

Somewhere in the nineties the ICA started calculating

its own taxes or own premiums to assess a tax.

And 2013 happened and SCF privatized, and the

response to that was that the self-insurance program

had -- could not follow SCF anymore per the statute

because it didn't exist.

So, in 2023, we codified our own rates, as

you know, and that started with a -- we did the State

Per Claim Accident Limit, which is an index, for a cap

for large losses.  We did the Primary and Excess Loss

Split Point, which is also an index and a cap on the

smaller losses, to determine the ELR value.  We did a

Weighted Value Table, a Voluntary Rate Table, a

Residual Market Rate Table, Deviation Rate Schedule.

We set our own G Values and Actual Primary Loss

Averages as well as our own Ballast Value and Relatable

Excess Average.  We have to do our own Classifications

by hazard group now.  We do our own Excess Loss Factors

per Accident Limit.  We do our own Tax Multiplier.  

And all the rest of this is for the ARP Plan

along with the Tax Multiplier, Average cost per case by

hazard group, Deviation-Experience Modification

Schedule, Table of Expense Ratios, Table of Expected

loss ranges and Table of Insurance Charges.
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And if you had ever seen any of these tables,

you would know how massive they are, so it is very

laborious to -- to calculate all these tables.  

And then, in 2024, we introduced some new

payroll class codes that NCCI either didn't use or

changed or undervalued.  And those were 2063, which are

creameries and dairy products manufacturing; 5508,

street and road construction; 7728, which is local

hauling drivers; and 7229, long-distance drivers; and

7380, which is parcel delivery package drivers.

And then further we actually developed

volunteer class codes because our statute 23-901(d)

says that volunteers -- certain volunteers are to be

treated as employees, and the only volunteer class code

that NCCI developed was 8411, and everybody was

sticking everything in there.  And that's supposed to

be just for firefighters.  

So we segregated those out.  So we now have

8411, Volunteer Firefighters; 8412, Certified Ambulance

Drivers and Attendants; 8413, Certified Volunteer

Police and Sheriff Reserve; 8414 DES on-the-job

training and TANF, because we kind of thought they were

similar, so we stuck them in the same class code; 8415,

Volunteer Workers of a Licensed Health Care

Institution; 8416, Volunteer Search and Rescue; 8417,
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which is a General Volunteer, which isn't covered under

statute, but many of our self-insureds, primarily like

the pools that -- in schools and whatnot, wanted to

have something so they can cover those volunteers; and

then 8418, which is Game and Fish Reserve.

Furthermore, we further developed 5506, which

is Street and Road Construction; 6204, Drilling; 8 --

or sorry -- 6217, Airport Construction, Grading and

Drivers; 7580, Distributing Companies and Drivers;

7710, Firefighters; 7720, Police Officers; 8835,

Hospital Professional Employees; 8868, College

Professional Employees and Clerical; and 9016,

Amusement Park or Exhibition Operation Drivers.

Now, that set of class codes were -- those

were underdeveloped by NCCI.  We have the majority of

the population for those employers -- employees in our

self-insurance program.  

So moving on to 2025, what we did in 2025, we

developed a way to validate our rates.  So when the

self-insurers is submitting information, they just

can't arbitrarily add class codes anymore.  They have

to be approved by us, which makes our data refining

much easier and cleaner so in the sense of rate

development.

For 2026, we further developed the rates and
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focused on the data refining and implementation of the

validation system within the tax system.  We also -- so

with that, we did our rate structure report, which you

have from AMI.  And in that there are six categories or

six options to choose from.

And of those options, staff recommends

0ption 6, because it uses a blended method of the 

ICA developed payroll classification rates of those

23 payroll class codes I had mentioned.

And it also -- we use a rate from the

voluntary Scenario 1 Schedule and the expected loss

rate and discount ratio from Option 5.

So it is a really good combination that

should smooth the outcome.  

The option has an estimated 2.7 average rate

decrease from the prior year.  This option has an

estimated premium and revenue impact of 2.2 percent,

which means from payroll and losses -- if payroll and

losses remain the same as calendar year 2024,

everything should remain flat; but since we actually

lost one self-insurer and we gained two, we're going to

yield a flatter interest across that, you know, and

primarily guestimating where those premiums are, we

might even see an increase, depending on how the other

companies pan out.
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So we feel using the blended method of

Option 6 will provide rate stability to calculate

accurate premiums and Experience Modification Rates.

Additionally, just to speak on the EMod, we

utilize that.  It's an integral part of the program,

which now determines, as you know, the safety of the

company and whether they need to have a little bit of

work as well as determining what their deviation from

the annual premium is, so that's their discount on an

annual premium, so they're rewarded if their EMod is

good and they get a discount and thus pay -- have a

lower premium and pay lower taxes, as it should be.

And then the mindset was that they put that

money back into their self-insurance program.

THE CHAIRMAN:  Questions for Renee from

Commissioners?  

MR. HENNELLY:  No, the materials were

very thorough.  Thank you very much for doing all of

that.  

MS. PASTOR:  Thanks.

MS. VALDEZ:  Thank you.

THE CHAIRMAN:  It's a lot of work, it

looks like.  

MS. PASTOR:  Yes.

THE CHAIRMAN:  And I compliment your

 1

 2

 3

 4

 5

 6

 7

 8

 9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25



    10

consultants for the -- about the 180-page report that

accompanied all the work that you did.  I can't say

that I'll pass a test on every page, but your summary

was brilliantly articulated.

MS. PASTOR:  Oh, thank you.  I feel like

I have a PhD in this now.

THE CHAIRMAN:  Well, I'm still in the

freshman class.  

All right.  I have no requests to speak from

the public on this, so I will declare the public

hearing, and the record is now closed.

(WHEREUPON, the proceeding was concluded at

1:28 p.m.)

                        * * * *  
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                 C E R T I F I C A T E 

 

 

          BE IT KNOWN that the foregoing proceedings 

were reported by Dorothy A. Schulte, Certified 

Reporter, Certificate No. 50459, State of Arizona, and 

reduced to written form under my direction; that the 

foregoing 10 pages constitute a full, true, and 

accurate transcript; all done to the best of my skill 

and ability.           

          DATED at Phoenix, Arizona, this 16th day of 

January, 2026. 

 

 

 

 

                                 Dorothy A. Schulte            

                              Dorothy A. Schulte, RPR                                                 
                              Certified Court Reporter 
                              Certified No. 50459 
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