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Experience modification is an 
important factor used to adjust your 
workers compensation premium. 
The EMR compares a company’s 
workers compensation losses with 
those of businesses engaged in simi-
lar types of work. The comparison 
results in an EMR that may increase 
or decrease the company’s workers 
compensation premium.

What is an experience                  
modification factor?
The EMR is a multiplier applied to 
the premium of a qualifying policy 
and provides an incentive for prevent-
ing workplace injuries. The EMR 
represents either a credit or debit 
that is applied to the premium before 
discounts. If your company’s loss 
experience is more costly on average 
than other company’s loss experience 
in your industry within Colorado, the 
result is a debit mod (EMR > 1.0), or 
surcharge, on premiums. If your com-
pany’s loss experience is less costly 
than the industry average, you will 
receive a credit mod (EMR < 1.0), or 
discount, on your premium.

Who determines experience 
modification ratings?
The National Council on 
Compensation Insurance (NCCI), 
based in Florida, computes EMRs 
for all businesses and industries. The 
same factors are used to calculate each 
employer’s EMR regardless of which 
insurance company provides coverage. 
The EMR stays with the business 
even if the business is sold. [Note: 
The NCCI experience modification 
plan applies in 44 jurisdictions (43 
states and the District of Columbia). 
Independent experience rating plans 
apply in seven states: California, 

Delaware, Michigan, New Jersey, 
New York, Pennsylvania, and Texas.]

Who qualifies?
An EMR is mandatory for all eli-
gible insureds. Businesses may not 
cancel, rewrite, or extend a workers 
compensation policy in an attempt to 
avoid an EMR; qualify for, or avoid 
a change in their EMR. Eligibility 
is determined by the amount of 
qualifying premium that an insured 
generates. States vary in their pre-
mium thresholds, but they range from 
$2,250 to $5,500 in average annual 
premium. Approximately 90 percent 
of workers compensation premium 
dollars come from experience rated 
policies. Employers with less than 
$4,000 in premium are not experience 
rated because of their low exposure to 
claims—on average they have claims 
every 10 to 20 years—thus, they 
should not be rewarded nor penalized.

What years are included?
The EMR is based on claim costs 
for a three-year period. An interval 
year is incorporated between that 
rating year and the three-year period. 
The year previous to the current year 
is excluded because ultimate claim 
costs are not known and premium 
has not been audited.  (See illustra-
tion below.)

How is the 
modification figured?
The EMR is determined by compar-
ing actual losses to expected losses for 
the experience period based upon the 
employer’s industry. In other words, 
clerical employees are compared only 
to other clerical employees; a roofing 
business is compared only to other 
roofing businesses.

is used to indicate the employer’s 
audited premium dollars, since an 
employer with 20 employees would 
be expected to have more claims 
than an employer with two employ-
ees. For example, a roofing business 
is only compared to other roofing 
companies with approximately the 
same gross premium amount.

-
es used so that frequency is given 
greater weight than the severity of 
an injury or illness. For example, 
six claims that occur over a three-
year period totaling $20,000 have 
a greater impact against the EMR 
than one claim in three years total-
ing $20,000. Again, both industry 
and business size are considered.

deductible amount) are not includ-
ed in the EMR calculation.
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XYZ Company
Has a strong safety program result-
ing in a low frequency of losses and 
low claim costs. XYZ Company has 
an EMR of .85, giving them a 15 
percent discount on their workers 
compensation premium compared to 
other companies in the same industry. 
Because XYZ has a credit modifica-
tion, the company only pays $0.85 for 
every dollar of coverage received.

ABC Company
Has an inadequate safety program 
resulting in high frequency of 
losses and large claim losses. ABC 
Company has an EMR of 1.25. ABC 
pays 25 percent more for their work-
ers compensation insurance than 
other companies in the same clas-
sification. For every dollar of insur-
ance coverage received, ABC will 
pay $1.25. That is $0.40 more for 
every dollar of coverage than XYZ 
Company pays. 

How can I lower my modification rating?
A sound safety program, a return-to-work plan and loss prevention procedures 
will lower your EMR, and will keep you from throwing your hard-earned dollars 
down the drain. The following example compares two companies who perform 
the same services and employ the same number of workers:
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The difference between 0.85 EMR and 1.25 EMR is $40,000!
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Use loss data to identify and manage workplace injury risks

* NOTE: The employer must evaluate the effectiveness of the safety 
and health program:

- As often as necessary to ensure program effectiveness; 

- At least once every 12 months.

The employer must revise the program in a timely manner to correct 
deficiencies identified by the program evaluation.

Goal #1  –
Prevent injuries (loss prevention)

Goal #2  –
Lower claims frequency and claims costs (loss control)
Workers compensation costs are based on injuries, 
therefore, the fewer injuries the lower the costs.

Workers compensation costs are based on injuries, 
therefore, the fewer injuries the lower the costs.

Workers Compensation Claim Frequency and Severity
Impact on the EMR

 High Frequency / High Severity

 High Frequency / Low Severity

 Low Frequency / High Severity

 Low Frequency / Low Severity

To lower the experience modification rating, a company must…
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