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Experience Modifiers and Premiums 
It's not uncommon here at the State Accident Fund to be asked what an experience modifier (EMOD) is and how it 
is calculated . Most often this question is posed by those customers whose EMOD exceeds the 1.0 average be
cause they know that the higher the EMOD, the higher the premium. Our customers are frequently surprised to 
hear that this is not a random number assigned to their account but is instead a number that is computed based 
on their claims history/ loss experience. 

An EMOD of 1.0 represents the average loss for any given industry. Therefore, a policyholder with an EMOD be
low a 1.0 will pay less premium than the average for operations similar to theirs. If a po licyholder has an EMOD 
of more than 1.0, then they will pay more in premiums. The first three of the last four policy periods are used to 
calculate an EMOD. 

There are three factors that affect your EMOD: Number of accidents, claim cost and premium size. 

Because accident frequ ency reflects the safety of your operation, it generally carries more weight in calculating 
the EMOD than claim costs . If the number of claims is effectively controlled, the employer is then more likely to 
control the possibility of expensive claims. An employer who reduces the frequency and severity of on-the-job ac
cidents is rewarded by a reduction in premium. Consider the following example: 

Manual Premium: 

EMOD: 

Standard Premium: 

$10,000 

X .80 

$8,000 

Manual Premium: 

EMOD: 

Standard Premium: 

$10,000 

X 1 .20 

$12,000 

Accidents happen. But fewer accidents happen in safe workplaces. When policyholders take the steps necessary 
to make their workplace safe and employees more safety-conscious, they reduce employee injuries and illnesses. 
That results in reduced dollar losses, reasonable insurance rates, lower EMODs and employees that stay on the 
job. 

What is your EMOD? Is it above the 1.0 loss average? If it is, then what are you doing to reduce it? What can you 
do to reduce it? A wise man once asked what the cheapest on-the-job injury would be. His answer: It 's the injury 
that never happens. An aggressive safety program is the most effective tool to reduce on-the-job injuries and 
bring those EMODs down. 

Need help? The Safety and Loss Control Department of the State Accident Fund ex
ists for that reason. We can help you develop a safety program or simply act as a 
resource in other safety-related matters. We are available to help write safety poli
cies, train your employees on almost all OSHA required subjects and perform safety 
inspections on your facilities. And , best of all, this service is FREE OF CHARGE to 
our policyholders! Please contact Russell Rush (803.896.5808) or Ray Coleman 
(803.896.5855) for further information . 



Early Reporting Key in Holding Workers' Comp Costs in Check 
In an analysis of 30,000 lost-time 
workers ' compensation claims over 
the period 1994-1998, The Hartford 
Financial Services Group found that 
claims filed five or more days after 
an injury cost an average of 15% 

ReportALL c/aimsto SAFimmediately! more for medical and income-
Th is could save your agency money. 

replacement benefits than similar 
claims that had been filed promptly. 
The injuries studied fell into three 
categories-back injuries, carpal tun
nel syndrome and other nerve disor-

SAF Online 
Remember that the SAF website 
(www.state.sc.us/saf) is a valuable 
service to our policyholders. The site 
features technical information on 
workers' comp topics, electronic ver
sions of SAF publications and ava il
able training classes. 

Injury, saving time and en
su ri ng quicker benefits 
payments to injured work
ers. Quicker payment re
duces litigation and other 
claims costs. 

ders, and miscellaneous injuries
which represent about two-thirds of 
all lost-time workers' comp claims. 

The Hartford report emphasizes that 
all occupational injuries-no matter 
how minor-need to be reported 
promptly so they don't become major 
problems. 

The "Policyholders Only" section con
tains information on claims status 
and bill payment data. Customers 
can electron ically file First Reports of 

To obtain an User ID and password, 
please contact Thomas Davis at 
803.896.5880 or via e-mail at 
tdavis@saf.state.sc.us. 

The SAF Source is a quarterly newsletter published by the South Carolina State Accident Fund as 
a vehicle to provide news, technical information and guidance to state/local government policy
holders, policymakers and others concerned with the management of workers' compensation 
programs. 

Teresa V. Wyatt, Editor 803.896.5813 or twyatt@saf.state.sc.us 

Irvin D. "Pete" Parker, Director 803.896.5875 or parker@saf.state.sc.us 

Comments and contributions may be sent to: PO Box 102100 Columbia, SC 29221-5000 

Contributors: Ray Ambrose, Ross Gamble, Russell Rush, Julie Whittington, Teresa Wyatt 



The Second Injury Fund: What Is It and Why Should I Care? 

The Second Injury Fund (SIF) has been called South Carolina's first program to "Hire the Handicapped". It has allowed many 
workers to continue being productive, tax-paying membe~s of the work force when otherwise they might be jobless and most 
likely receiving some type of support. 

You might imagine the typical employer' s reaction when someone applied for a job and that employer happened to know the per
son had a bad back. Obviously, the potential employer would be reluctant to hire someone who might later have another, worse 
injury. Certainly such a second accident would probably cost more than if a person with no history of back problems had been 
hired. 

The SC Legislature addressed this problem by creating the SIF and thereby saying to employers : "Go ahead and hire that worker 
who may have problems and if he or she does have another similar injury , then the SIF will pay the difference so that it will not 
cost you extra money". 

Policyholders of the State Accident Fund will be pleased to learn that for the fiscal year 1999-2000, the SAF received more dol
lars back in SIF reimbursements than any other carrier in the state. The total recovered for that period was $6,575,106.57. 

The great advantage to employers, other than getting what usually proves to be an excellent employee, is that a SIF recovery will 
reduce the premium they must pay for workers compensation coverage. In its simplest form, the requirements for SIF reimburse
ment are as follows: 

A. The employee must have a prior permanent physical impairment 
B. The employer must meet a knowledge requirement (remember, the object of the Fund is to persuade potential em

ployers to hire someone they might not otherwise, because of a prior physical problem) 
C. The employee must sustain a subsequent occupational injury, which most probably would not have occurred "bu_t 

for" the presence of the prior impairment (essentially the first and second injury must be connected) . 

It should be noted that the law governing the SIF uses the term "substantially greater" when describing the extra costs associated 
with the second injury. So an employer or their insurance company cannot receive reimbursement for relatively minor differ
ences between the costs of a SIF claim. 

Getting SIF reimbursement is accomplished as a workers compensation claim goes through its normal course. A carrier such as 
the State Accident Fund would recognize something in the file that triggers the possibility of a second injury recovery . The clues 
for this search are usually found in the medical notes generated during the course of the employee's treatment. 

When all the proper documentation is sent to SIF they will pay the following: all disability payments beyond the first 78 weeks 
as well as all medical payments after this point. There are more complex aspects of the SIF law, but these are its basics. 

As one might guess from the 78 week requirement, SIF reimbursement comes about in fairly large, somewhat expensive claims, 
but these are precisely the ones which will cause an employer's premium to increase. 

There is very little an employer has to do in the SIF process except to enjoy its benefits . Occasionally, an employer will be asked 
to help obtain what is called the "knowledge letter" from the employee. This deals with what the injured employee knew, or did 
not know, about his condition prior to the second injury. For example, arthritis is one of those conditions which counts as a prior 
permanent impairment, but neither the employee nor the employer may know that it existed at the time of employment. The em
ployer's knowledge requirement in this situation would be covered by a signed statement from the worker that the condition was 
unknown to them and therefore could not be communicated to their employer. 

In most cases, the employer proves they had knowledge of a prior condition by such things as a post employment physical, other 
medical records such as group insurance claim forms or a record that the employer makes at the time of hire that the condition is 
known. Most often, knowledge of pre-existing conditions is gained by asking the employee to fill out and sign a form that lists a 
number of conditions. If an employer can prove that they made an effort to learn of a permanent condition, but that it was con
cealed by the employee, the knowledge requirement will be satisfied. 



SAF Customer 
Services 

HELP 

If your agency, association or group 
has any upcoming events you would 
like the SAF to participate in, please 
give us a call! We are available to ex
hibit, visit or speak on various sub
jects. 

Please contact Teresa Wyatt at 
803.896.5813 or twyatt@saf.state.sc.us 
for further details! 

WANTED! 
Did you know that employer representatives can help the SAF 

process claims payments faster? 

A recurring problem SAF adjusters have is getting paperwork on third party claims. Third party claims are 
claims where someone other than the injured worker or their employer could be held at fault. An example 
of this might be a motor vehicle accident or the use of defective equipment. 

It is the SAF's policy to suspend payment on all potential third party claims until the employee completes 
and returns a Third Party Option letter. Completion of this letter lets us know what the injured worker in
tends to do regarding the negligent party and lets the injured worker know that the SAF has a lien on all set
tlement proceeds in the event that we do make payment on the claim. It also gives the injured worker a 
chance to "opt out" of pursuing a workers' compensation claim for that accident. 

The State Accident Fund usually sends out these letters to the claimant as soon as the 12-A is received and 
identified as a potential third party. Unfortunately, sometimes the injured workers do not receive the letters 
or do not complete and return them. Under current SAF policy, payments are held on lost time files that are 
potential third party for ten days and payments are held on non-lost time files for twenty-five days if the op
tion letter is not received. However, making payment on a file without the third party option letter being 
signed by the claimant can negatively effect the SAF's recovery potential. 

Therefore, you, the employer representative, can help us by getting the injured worker to sign the third party 
option letter up front. When an employee comes to you to report an accident and it appears that it might be 
third party, ask the employee to go ahead and make an option choice and sign the letter. If this is sent in 
with the 12-A or shortly thereafter, delays in making payments can be avoided. 

If you have any questions about the type of claims that can be considered third party or need help explain
ing the option letter to the injured worker, please contact your adjuster here at the SAF. 



How Can We Serve You Better? 

Please complete and return this questionnaire to SAF and we will contact 
you with additional information. 

Please contact me regarding workers' 
compensation premiums. 

DYes 

0 No 

Please contact me regarding training 
opportun ities . 

DYes 

0 No 

Please contact me regarding SAF 
Safety & Loss Control Services. 

DYes 

D No 

Please contact me regarding the 
Drug & Alcohol Free Workplace 
Policy Discount. 

DYes 

0 No 

What services would you like the SAF to provide electronically (via the internet or e-mail)? 

Comments: 

Name/Agency 

Address 

Phone 
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A New Millennium, 
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Welcome New Members! 

Darlington Firemen's Rescue Squad 

Darlington, SC 

Goose Creek Recreation Commission 

Goose Creek, SC 

Lake Robinson Rescue Squad 

Hartsville, SC 

Lamar Firemen's Rescue Squad 

Lamar, SC 

Medical University Hospital Authority 

Charleston, SC 

Town of Pine Ridge 

West Columbia, SC 

Town of Jackson 

Jackson, SC 
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