Washington
Paid Family & Medical Leave

— Employment Security Department
@ \WASHINGTON STATE

Advisory Committee Meeting
Wednesday, July 26, 2023



Agenda

. University of Washington Job Protection Study
o Program and Fiscal Update

. Actuarial Update

. Legislative and Policy Updates

. Current Program Priorities and Updates

. Advisory Committee Meeting Planning

o Open Comment
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Meeting structure

Only Advisory
Committee members
and presenters will be

Comments and
qguestions in chat or

Public to hold all the meeting will be

feedback until open

unmuted or speaking
comment.

reviewed during Open
during the meeting.

Comment at the end
of the meeting.
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Introductions

Advisory Committee Members

 Advisory committee members
will introduce themselves in-
person or online.




Approve May and June
minutes
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University of Washington
Job Protection Study

Dr Heather Hill, Evans School of Public Policy
University of Washington
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UW STUDY OF JOB
PROTECTION

Heather D. Hill
PFML Advisory Committee Meeting
July 26, 2023

EVANS SCHOOL OF PUBLIC POLICY & GOVERNANCE

UNIVERSITY of WASHINGTON



OVERVIEW

« ESD contracted with UW to conduct an 18 -month study of
job protection.
« July 1, 2023-December 31, 2024

* Four phases of work
1. Developing work plan and data sharing agreements
2. Analysis of program data
3. Collecting data from workers
4. Synthesizing and presenting results

« Seeking input from this group at three points:
* Today on the workplan
« Early 2024 on our progress
 Fall 2024 on the final report



WA WORKERS ARE ELIGIBLE FOR JOB
PROTECTION DURING PAID LEAVE IF THEY:

Work for an employer with 50 or more employees

Have worked for that employer for 12 months or longer and at
least 1,250 hours in the year before the first day they take Paid
Leave.

Source: Family and Medical Leave, RCW 50A.35.010. (2019).
https://app.leg.wa.gov/RCW/default.aspx?cite=50A.35.010



LIMITED EVIDENCE JOB PROTECTION

* 57% of workers in the US are eligible for job -protected unpaid leave
through FMLA

» Lower rates for single parents and workers in low -wage jobs.

» Both employer size and job tenure rules disqualify substantial proportions of
workers.

 California study found large disparities in job  -protected paid leave by
race/ethnicity and income.

 FMLA job protection associated with leave -taking but not employment.

Sources: Brown, S., Herr, J., Roy, R., &lerman, J. A. (2020). Employee and Worksite Perspectives of the FMLA: Who is Eligible?
Produced for the US Department of Labor, Chief Evaluation Office. = Rockville, MD: Abt Associates Inc.; Goodman, J. & Down, W. (;
Waldfogel , J. (1999). The impact of the family and medical leave act. JPAM18(2),211-358.



OUR RESEARCH QUESTIONS

What percentage of workers contributing to WA Paid Leave are job
protected, and how do job protection rates differ by race/ethnicity, county,
and broad mdustry groups?

Does job protection status relate to a)rates of take-up of WA Paid Leave
and b)employment after leave-taking?

How do workers perceive the value and importance of job protection
when making decisions about leave-taking?



TWO MAIN RESEARCH ACTIVITIES

1. Analyze WA Paid Leave Program Data
2. Collect Data from Workers m Washington



1. ANALYZE WA PAID LEAVE DATA

« Obtain and prepare wage reports and claims records
* Finalizing data sharing agreement right now
Q1 2020 — Q4 2022

» Estimate job protection using wage reports

» Describe the percentage of workers with job protection and
whether job protection varies by race/ethnicity, county, and
industry.

« Analyze whether job protection predicts 2 outcomes:

 Whether a worker takes paid leave

 Whether a worker is employed/is employed by same employer in quarter
after leave -taking



2. COLLECT DATA FROM WORKERS IN
WASHINGTON

» Challenges: Finding people who have not used the program &
finding people who do not have job protection.

* Focus Groups on Balancing Work, Family & Health

* 3 focus groups with workers m specific industries in 3 counties (Yakima:
Agricultural; Lewis: Service; Whatcom: Construction/Manufacturing).

10 participants each, recruited through community groups
* In person in Spanish or English
* $20 incentive + refreshments

* Interviews on Experiences with Negotiating Leave

* 30 individual interviews with paid leave users, split between those with and
without job protection.

* Recruited by email
* On Zoom, $30 incentive
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JOB PROTECTION IN OTHER STATES WITH PAID
LEAVE

Job Protection Provided by Other Laws

State Protection Size Covered Job Tenure Required

FMLA/California 50+/5+ 12 mos. +1,250 hours
Family Rights Act
CT FMLA/ CT FMLA 1+ 3 mos
DC FMLA/D.C. FMLA 20+ 12 mos + 1,250 hours
NJ FMLA/New Jersey 50+/30+ 12 mos + 1,000 hours

Family Leave Act



JOB PROTECTION IN OTHER STATES WITH PAID
LEAVE

Job Protection Provided by Paid Leave Program (Similar to WA)

Sources of Job Protection Employer Size Covered Job Tenure Required

DE paid leave None None

CcO CO Family and Medical Leave None 180 days
Insurance Program
MA MA PFML None None
MD MD paid leave None (employer can None
refuse in some cases)

NY Family: NY PFL Family: None Family: None

Medical: FMLA

Medical: 50+ Medical: 12 mos + 1,250 hours
OR Paid Leave OR None 90 days
RI Family: Rl Temporary Caregivers Family: None Family: None
Insurance
Medical: FMLA Medical: 50+ Medical: 12 mos. + 1,250 hours

WA WA PFML 50+ 12 mos. + 1,250 hours



Program and Fiscal Update

Steve Zawoysky, Treasury Manager
Rebecca Grady, Research and Data Manager
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« June 2023, we received 21,360 applications — 4t highest outside of program launch
* 3% less than last month
* 13% more than June of last year

» Continue to see shift towards medical leave types ~ 45% family, 55% medical

» Three-month rolling average ~ 21K claim applications

Technical note: Data grouped by Submitted Status Date 20
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Approval rate and monthly claims with payment(s)

* Percentage of claims approved continues to be relatively stable in past year, slightly
Increasing

* Unique leave claims in the last 12 months — 105,164 family and 112,946 medical

 June 2023 total unique paid leave claims: 38,923
* 9% more than June of last year

Claims with at least one payment in month
by type

45,000
40,000
35,000
30,000
25,000 Medical
20,000
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Weekly benefit levels

* First half of 2023 average: $999
* 7% higher than first half of 2022, $933

$1,200
$993 $992 $986 $1,011 $1,013 $1,025

$929 $936 $938 $934 $943 $935 $929
$900
$600
$300
$

Jun-22 Jul-22 Aug-22  Sep-22 Oct-22 Moy /] Dier o] Jan-23 Feb-23 Mar-23 Apr-23 May-23  Jun-23

o

Technical note: Average weekly benefit amount for approved claims grouped by claim year start month, most recent months typically drop slightly as data matures.
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Lengths of leave
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Fiscal projections

Paid Leave Account Balance: Cash Flow Projections
Historical data through week ending 07-15-23

$500.0

» $200 million in the account

* Lower risk of short-term -
deficit in future cycles $

« Will take a few years to s

establish 3-month reserve '

$250.0

Account Balance 9/30 ~
range of $150-$250 million ™

$150.0
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MOnthly b@l’\éﬁts paid (millions)

$140 $131.9

120.0
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 June 2023 had $116.4 million in benefits paid

* 12% lower than May
« 22% higher than last June

« $694 million in benefits paid in first half of 2023
« $136 million more, or 24% higher, than first half of 2022
 Projected $702 million for first half of 2023 — within $8 million

G Oy )

Paid Eamily sndl Medical Leave | Emplovment Socuris) Department Technical note: Data grouped by date financial transaction occurred in accounting database. If comparing »
to monthly approved benefit payments data published elsewhere, there will be slight variation.



Monthly premiums remitted mitions

 Cyclical pattern of highest monthly premium transactions occurring at end of quarterly reporting months

» Premiums assessed for each quarter are remitted in the following quarter
« $753.4 million collected in first half of 2023
e $265.8 million (55%) more than first half of 2022

. $370.1
$350

0 $281.7

$250 $231.9 $250.6

$200

$150

$100 $79.6

$39.2 III
$50 $19.3 $21.0
e . $3.9 -— $4.7 — $3.2 §52

Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23

$103.4

Technical note: Data grouped by date financial transaction occurred in accounting database
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Premiums, benefits, operating expenses, and
account balance by quarter mitions)

$500
$400
$300 Benefits
$200
$100 Premiums
Operating
2019-2 2019-3 2019-4 2020-1 2020-2 2020-3 2020-4 2021-1 2021-2 2021-3 2021-4 2022-1 2022-2 2022-3 2022-4 2023-1 2023-2
= Benefits $0.0 $0.0 $0.0 $58.1 $178.7 $177.0 $196.9 $188.7 $217.2 $247.6 $264.0 $268.7 $289.0 $313.0 $323.7 $339.5 $354.5
= Premiums $72.0 $193.4 $162.2 $173.3 $181.4 $166.2 $157.2 $149.2 $188.3 $191.2 $172.1 $1704 $317.2 $3154 $305.8 $274.7 $478.7
Operating $102 | $73 | $103 | $132 | $199 | $108 | $106 | $103 | $118 | $83 %112 | $139  $147 | $143 | $150 | $162 | $165

Account Balance $26.8 $209.8 $372.1 $467.2 $454.2 $426.8 $376.4 $326.6 $286.5 $221.5 $123.0 $19.1 $31.6 $16.8 -$185 -$97.8 $211.4

Paid Family and Medical Leave | Employment Security Department Technical note: Operating expenses in recent quarter are preliminary. 27



Monthly ending account balance mitions

$300
$211.4
$200 $121.2 so7 = $130.1
$100 $29.3
316 ¢ I i I
| — |
$O I ||
Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov22 Deqg22 J!B Feb-23 I\/I'3 AI May-23  Jun-23
-$100 -$14.6 -$185
-$60.3
-$200 s b b
« Ending June 2023 fund balance was $211.4 million
 June 2022 ending balance was $31.6 million
« $200 million received from FY23 supplemental budget on 6/15/23
« Without this, account balance would have ended the biennium at $11.4 million
 This represents a decrease of $20.2 million (-1.5%) in FY23 solely due to operating activity
Paid Family and Medical Leave | Employment Security Department Technical note: Fund book balance in the Treasury Management System. This is 28

equivalent to the balance shown when logging into a personal bank account.



Time from application submission to
first payment

Month Average Median
weeks weeks

June 2022 4.2
June 2023 4.7

Paid Family and Medical Leave | Employment Security Department

2.6
3.6

Month
Jan 2023
Feb 2023
Mar 2023
Apr 2023
May 2023
June 2023

Average weeks
4.5
4.3
3.9
4.2
4.2
4.7

Median weeks
3.3
3.3
2.9
3.0
3.1
3.6
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Phones

Percentage of calls into Percentage of calls answered Queue time for Paid
queue* from Paid Leave queue Leave**

January 2023 79% 68% 08:27
February 2023 81% 65% 09:42
March 2023 85% 66% 04:12
April 2023 84% 62% 05:59
May 2023 82% 60% 12:27
June 2023 75% 66% 22:35

Since June 2022:
* 4% decrease in calls into queue.
* 4% decrease in calls answered

*Includes WA Cares 3o
** Prior to August 2022, queue time included WA Cares
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Actuarial Updates

Eve Sheng, Managing Actuary
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1st Member Joined

Jan 17t 2023

Office of Actuarial Service 2023 Timeline

vs. Government Document Review Timeline

Phase V
Fpm— Phase Il Phase Il Phase IV : :
: : Implementing Legislature Review
Onboarding Developing Testing
-Program -Datasets -Models -June 2023 data -Public Affairs Review
-Data -Claim valuation -Assumptions -Models -Draft to commissioner
-Requirement -Solvency standard -Sensitivities -Assumptions - Return to GR
-Partnership -Ratemaking -Reasonability - Report -Submit to OFM
-Cashflow projection Revise, update -Internal Review
Feb 2023 DATA Review
Mar/Apr 2023 _Actyarial peer review
-Finalize
May/Jun 2023 Jul/Aug 2023

Sep/Oct 2023

Office of Actuarial Service | DATA | Employment Security Department

Completed
On-going
Not Started

Due to Legislature
Nov 1st, 2023

32



Agenda

A\

‘ Actuarial Premium Rate

\

‘ Employees, wage

[

‘ Leave Benefit

/
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Insurance Pricing Foundation

Align premium with cost to be incurred, based on calendar year & leave year

Premium

Premium
Leakage

Premium

Rate

Taxable Wage

Office of Actuarial Service | DATA | Employment Security Department

Cost

Provision

Administrative
Cost

Ultimate
Leave Benefit

Guiding Rules/Practice/Principles
» Actuarial Standards of Practice

« (Claim Reserve Manual

» Principles of P&C Ratemaking

35


https://www.actuaries.org.uk/system/files/field/document/Claims%20Reserving%20Manual%20V1%20complete.pdf
https://www.casact.org/sites/default/files/2021-05/Statement-Of-Principles-Ratemaking.pdf

Actuarial Premium Rate Formula

Actuarial Premium Rate

Ultimate Leave Benefit + Administrative Cost + Provision — Interest Income

Taxable Wages X (1 + Premium Leakage%)

LUOE fedle Beni 1 1]

= Covered Employees X Incident Rate X Approval Rate X Weekly Benefit X Leave Duration

Office of Actuarial Service | DATA | Employment Security Department
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How do we know what the future will be?

*Covered employees (P — premium, C- cost)

*#1 Gross wages, taxable wages (P)

*#2 Premium leakage (P)

#3 Ultimate leave benefits: Incident rate, approval rate, claim mix, weekly benefit, duration (C)
*#4 Administrative cost (C)

Start

*Covered employees (P, C)

*Wage growth (P)

*Premium leakage% (P)

*Leave benefits: trends (C)

*Provision for adverse deviation & solvency protection (C)
*Budget administrative cost (C)

*Covered employees (P, C)

*Taxable wages = Covered employees x average taxable wage (P)
*Premium leakage (P)

*Leave benefits (C)

*Administrative cost (C)

*Interest income

*Provision for adverse deviation & solvency projection (C)

End

Projections

Office of Actuarial Service | DATA | Employment Security Department
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Known

Estimated

Premium: What’s the starting point for #1 & #2

1. Taxable Wage
(Covered Employees, Average Wage)

-

J

2. Premium Leakage%

Office of Actuarial Service | DATA | Employment Security Department

Effective Rate
Implemented Rate

Premium Leakage% =

Premium

E tive Rate =
i ciie nate Taxable Wage

Calendar | Implemented | Effective | Leakage Leakage $
Year Rate Rate %

2021 0.4000% 0.3600%  -10% -$78.7 mil

2022 0.6000% 0.5558% -7.4% -$95.4 mil
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Known

Estimated

Cost: What'’s the starting point for #3 & #4

Leave started and paid ]

3. Ultimate
Leave Benefit

Unknown — Incurred but not Reserved (IBNR)
Leave started and not reported
Leave started, reported and not fully paid
Leave started, reported and unpaid

Leave started and unpaid

Cost paid ]
4.
Administrative ;
Cost
Cost accrued and unpaid

Office of Actuarial Service | DATA | Employment Security Department 39






#1: Employees Growth Slowing Down in
Recent Quarters

FY20234 data not available

mmm % Change ===Reported Employees
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Fiscal Year & Quarter

« Economic and Revenue Forecast Council projected growth similar to what we observed

« 2022 at4.7%
» 2023at2 1%
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4Q Rolling % Change
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#1 Average Wage Growth Higher in Recent
Quarter

m Gross Wage % Change m Taxable Wage % Change
e Avg Gross Wage  e=Avg Prem Wage
5%
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FY20234 data not available

« Economic and Revenue Forecast Council projected growth higher than what we observed
« 2022 at 6.6%
« 2023 at 3.7%
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Leave Benefit




#3: Leave Benefit by Fiscal Quarter

Estimated ultimate payout for all the leaves first started in the quarter

= J|timate Leave Benefit

 Actuarial Ultimate
 Align risk/cost with premium (exposures)
$350 » Capture most recent trend
» Mitigate operation, or process impacts
» Adjust for mix change
» Assess claim obligation regardless paid or reporting status

$400

Millions

$300

$250

i * Year of year growth ranges 20%~ 30% excluding
$150 wage and employment growth

« Assume no provision:

2022 & 2023 are actuarial estimates « Premium is short by $154 mil for FY 2021 and $128.5 mil
for FY 2022

« Expect surplus of $29.4 mil for the first three quarters of FY
2023

* Question — do we expect similar trend for coming year?
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Bonding Trend x weekly benefit Flat in Recent
Quarters

= ncident Rate per 1000 EE =~ == Approval Rate mmmm \Veekly Benefit e Claim Duration

7 96.0% 1,000 9.20
5 94.0% 950 9.10
g 92.0% < g 900 9.00
5 i T g50 8.90
e 90.0% o
o 4 3 = 800 8.80
9 f -
= 88.0% s 8 750 8.70
[
L 86.0% < % 700 8.60
g , 84.0% ‘g g 650 8.50
5 82.0% = = 600 8.40
! 80.0% 550 8.30
500 8.20
0 78.0% — N ™ < 5 g g N p N @ 3
-~ [qV] o <t ~— N o <t -~ N ™ <t Al Aol - -~
= o R = N PN N N o & & ™ N N N I N N N N I N N N
S 8 8 8 8 8 8 8 &8 8 & 8 &« & &8 &8 8 8 & R & & & &
N AN N N N N AN N N AN N N

2022 & 2023 are actuarial estimates

Highlight
« Weekly benefit growth at 10.8% for most recent year, double taxable wage growth
« Observed more male leave taker than female

« Duration dropped slightly from legislature changes
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Care Trend Accelerated in Recent Quarters

mmmm [ncident Rate per 1000 EE =~ === Approval Rate mmmm \\Veekly Benefit === Claim Duration
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2022 & 2023 are actuarial estimates

Highlight
« Weekly benefit growth at 8.1% for most recent year, much higher than taxable wage growth
« Approval rate improved 2+ points during past 6 months

« Social dynamics could drive the care trend, but the recent movement is a little abrupt
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SelfMed Leaves Get Longer
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2022 & 2023 are actuarial estimates

Highlight

« Weekly benefit growth at 10.5% for most recent year, double taxable wage growth
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xSelfMed Trend Continues with Shorter Duration

mmmm Incident Rate per 1000 EE =~ === Approval Rate
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2022 & 2023 are actuarial estimates

Highlight

« Weekly benefit growth at 11.2% for most recent year, more than double the taxable wage growth
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Q: Do we expect similar trend for coming year?

* We expect the trend x employment & wage growth milder than
20=60"0

» Continue expect higher weekly benefit growth than wage growth

 Most uncertainties sit in:
 Care

 Increasing approval rate in general
« xSelfMed

Office of Actuarial Service | DATA | Employment Security Department



Appendix
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Leave Benefit — Actuarial vs. Paid

= Paid Leave Benefit ===Ultimate Leave Benefit

$400

Millions

$350

$300

$250

$200

$150
20211 20212 20213 20214 20221 20222 20223 20224 20231 20232 20233 20234
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Current program priorities

Justin DeFour, Director
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e launch from late September to mid

PFML & WA Cares Design & Implement ability for individual
(Supports both PGMs) | to pay back premiums and interest

February.

PFML Balance of Work | Penalties & Interest -
(Supports Both PGMs) | Employer/Employes

el SR S PR R We're assessing the impact to the rest of

(Supports Both PGMs) | management and workflows

Y R e | the roadmap and will have an updated

S ot [t | timeline at the August meeting.

PFML Balance of Work | Crozsmatching (L&) Jun-"24 | Dec-24 N/&
PFML Balance of Work

Collzctions - Emj Oet-'24 | Aug-'25 A
(Suaperts Bath PEM) ections - Employer/Employee ug L

PFML Bal f Work | Conditional Pay May-'25 | Feb-26 N/A&




Current priorities

Project Status End date

I Benefit Specialist implementation (Agency Strategy) In Progress 07/31/2023
78 Unclaimed property (Finance) In Progress 10/31/2023
Expanded family member report Nearing Close 06/01/2023

WA Cares electing coverage In Progress 07/15/2023

% WA Cares wage reporting and premiums collection In Progress 10/15/2023
E’ Paid Leave staffing needs and resources In Progress 09/01/2023
Expiring CBA provisions for Paid Leave In Progress 12/31/2023

WA Cares elective coverage reporting and payments In Progress 01/01/2024

g Enable remaining employers to report online In Progress 08/30/2023
% 5 Enable employers to have multiple contact types In Progress 08/30/2023
gg’ Cloud migration CRM Nearing Close 08/30/2023
§ Cloud migration AX In Progress 10/01/2023
o Culture of leave Nearing Close 06/30/2023
gé Washington worker comparison Nearing Close 06/30/2023
gg% Caregivers non-birthing leave Nearing Close 08/30/2023
%gg Increase Paid Leave support in WorkSource centers In Progress 09/01/2023
gg Partnership to increase equitable benefit access using data In Progress 09/19/2023
e Community engagement model for Paid Leave benefits In Progress 04/01/2024
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Future work

Next

Benefit application and redetermination
improvements

* Annual changes
» 1099s
* Premium rate calculation (includes SS cap adjustment)
» Weekly benefit amount change

» Employer access to benefit data (SSB 5586)

« TNC Pilot (HB 1570)

» Develop a division employee engagement plan

» Support performance management

» Withhold child support from Paid Leave benefits
» Crossmatch Ul with Paid Leave benefits

Paid Family and Medical Leave | Employment Security Department

Later

Portal to cloud

Benefit overpayments

Penalties and interest (employer and employee)
Adding county & legislative district to database
Elective coverage for tribes

Crossmatching L&l with Paid Leave benefits
Collections (employer & employee)

Conditional benefit payments

Pre-application for benefits

Implement community engagement program

Implement comprehensive authorized representative
process

Bolded items are components of, or enable progress toward
completion of, the Paid Leave balance of work.



Legislative and Policy
Updates
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Advisory Committee
meeting planning

Caitlyn Jekel, Government Affairs Director
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Late July/Early August - Job protection research design overview (2023) January Quarterly account update (premiums/expenses)
- Quarterly account update (premiums/expenses) Quarterly program volumes, wait times update
- Quarterly program volumes, wait times update Fiscal projections update
- Project, Priorities, & Rulemaking updates Calendar year-end program highlights
Legislative session check in
Project, Priorities, & Rulemaking updates
September - Annual fiscal projections & actuarial report February Legislative session check in
preview Project, Priorities, & Rulemaking updates
- Budget overview
- FTE & Budget requests
- Legislative & budget submissions to OFM/Gov
office: Likely committee action
- Project, Priorities, & Rulemaking updates
Late October - Annual changes update — 2024 rate calculation, March Legislative session check in
family-medical split, taxable wage cap, maximum Ombuds annual report out
benefit amount Project, Priorities, & Rulemaking updates
- Project, Priorities, & Rulemaking updates
December - Job protection interim report (2023) and final May Quarterly account update (premiums/expenses)

report (2024)
- Program annual report highlights
- Governor's budget
- Legislative session prep
- Quarterly account update (premiums/expenses)
- Quarterly program volumes, wait times update
- Project, Priorities, & Rulemaking updates

Quarterly program volumes, wait times update
Fiscal projections update

Legislative session wrap-up

Project, Priorities, & Rulemaking updates
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Meeting cadence proposal

« Rather than same meeting schedule and length throughout year, plan
around needs and anticipated agenda topics

* Input welcomed on what else to include and/or what to move to a
different communication vehicle

* e.g., could email updates in January and hold a shorter targeted legislative session
meeting



August meeting

[Details: (Until further notice of any changes) J

« Wednesday, August 30, 1 to 3 p.m. In person option

[Agenda }
« Call for Topics
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Open comment

Reminders Please frame your questions as a comment.

If online -"Raise your hand” virtually

In person — let us know and we will give you the floor

The meeting host will unmute online individuals to
allow for the open comment.

In person we will call on you

Paid Family and Medical Leave | Employment Security Department
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Continue the
conversation

Justin DeFour
Director, Paid Family & Medical Leave
Employment Security Department

Justin.defour@esd.wa.gov

A\

Visit us online at
www.paidleave.wa.gov

Join our listserv at
bit.ly/PaidLeavelist
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