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Asking a Question

You may submit questions using the
Questions panel. Time permitting, we may
be able to answer your question during the
webinar; otherwise, we will respond offline.
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Rating Bureau of California, Delaware
Compensation Rating Bureau, Indiana
Compensation Rating Bureau,
Compensation Advisory Organization of
Mi chi gan, Minnesot a
Compensation Insurers Association, Inc.,
National Council on Compensation
Insurance, New Jersey Compensation
Rating and Inspection Bureau, New York
Compensation Insurance Rating Board,
North Carolina Rate Bureau, and
Pennsylvania Compensation Rating
Bureau. All rights reserved.

Each party identified above worked
together with the intention of creating one
single work. All parties own the work as
co-creators, and each owns an undivided
interest in the work. No part of this work
may be reproduced or transmitted in any
form or by any means, electronic or
mechanical, including, without limitation,
photocopying and recording, or by any
information storage or retrieval system
without the prior written permission of
each party, unless such copying is
expressly permitted in this copyright notice
or by federal copyright law.
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Background
U Stakeholder concerns that frequency of mega claims may be increasing
U Limited information available on mega claims on a countrywide basis
U Rating bureaus collaborated on study of mega claims from most states

Research Questions
U How frequent are mega claims and are they becoming more or less frequent?
U What are mega claim characteristics and are they changing?
U Are mega claims being recognized as such more quickly?
U Do patterns of mega claim recognition vary by claim characteristic?
U Are there significant differences in mega claim characteristic by state?
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Data Collected

U bCIaim counts in excess of $3, $5 and $10 million reported by each participating
ureau

U Claim amounts adjusted to 2018 cost levels
U Claim counts by accident year beginning with 2001 reported at annual intervals
U Separate summaries by various claim characteristics (e.g., industry, nature of injury)

Data Analysis
UACountrywideo mega c¢claim summari es compi
U Reported claim counts developed to an ultimate level
U Comparisons made to total indemnity claims
U Patterns over time and by characteristic analyzed
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Chart 1: Distribution of Mega Claims by Size Interval Based
on Reported and Estimated Ultimate Claims
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Combining data across 17
years and multiple states
gave us about 4500 mega
claims to study.

Only 0.04% of lost time
claims reach the mega
loss threshold. This
means that about 1 in
2500 indemnity claims will
be mega claims.

Most mega claims are
between $3 million and $5
million. Only 10% of mega
claims are over $10
million.
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Mega claims dropped
sharply during the Great
Recession as construction
employment plummeted
and began to increase after
2013 as the economy
rebounded.

= Accident years 2016 and

2017 are at near
high levels. Since claim
count development is
highly leveraged at these
early reports, there is some
uncertainty around the

. ! . . l . . l . . . . . . . . . ultimate claim count for

2001 2003 2005 2007 2009 2011 2013 2015 2017 these immature years.

Accident Year

Frequency per 100,000 Indemnity Claims
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Chart 2: Estimated Frequency of Claims in Excess of $3
Million per 100,000 Indemnity Claims
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Chart 3: Frequency of Claims in Excess of $5 Million per
100,000 Indemnity Claims
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Although very rare,
patterns in the frequency
of claims over $10 million
have also been somewhat
stable, with an increase of
these claims over the last
3 years.

Frequency per 100,000 Indemnity Claims
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Chart 4: Frequency of Claims in Excess of $10 Million per
100,000 Indemnity Claims
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Chart 5: Shares of Mega Claims by Industry Sector
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Claims from the
construction sector
comprise more than 35%
of all mega claims. In
comparison, for most
states, construction claims
comprise below 20% of the
overall claims volume.

Nearly half of all mega
claims greater than $10
million are attributed to the
construction sector.
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All Other
20 Transportation Mega claims by industry
segment have remained
Stores and Dealers relatively consistent over
time.
o0 Manufacturing Construction declined
during the Great
Recession due to a decline

In construction

40
employment.
Construction
Subsequent to 2013, the
20 share of mega claims from

the construction segment
has generally increased.
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Chart 6: Shares of Ultimate Claims in Excess of $3 Million by
Industry and Accident Year
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Head/Brain injuries

involved 17% of claims

between $3 million and $5

million, 27% between $5

million and $10 million and

30% in excess of $10

Neck and Spine million. These claims
comprise less than 5% of
al | wor ker sé con
claims in most states.

Multiple Body Parts
75

50

25 Neck/Spine and
Head/Brain injuries
account for over 50% of all
claims greater than $5

million.
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Chart 7: Shares of Mega Claims by Part of Body
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i Shares of mega claims in
ot R the all other body part
category have grown
noticeably over the past 5
60 years.
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20

0 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Accident Year

Chart 8: Shares of Ultimate Claims in Excess of $3 Million by
Part of Body and Accident Year
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Chart 9: Shares of Mega Claims by Cause of Injury
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Fall and slip injuries are
the leading cause of mega
claims in all layers.

Motor vehicle accidents

account for more than

20% of all mega claims

and 30% of mega claims

over $10 million. These

claims comprise less than

5% of all worker
compensation claims in

most states.
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%0 _ _ Fall and slip injuries
of all mega claims.
Shares of mega claims by
o0 cause of injury group have
been relatively consistent

Struck by Object over time.
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Chart 10: Shares of Ultimate Claims in Excess of $3 Million
by Cause of Injury and Accident Year
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Chart 11: Shares of Mega Claims by Nature of Injury
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The All Other nature of
injury category accounts
for over 50% of all mega
claims.

The largest categories
within the all other injury
grouping are:
A Amputation/Severance
A Burn/Electrical shock
A Cumulative Injury
A Strain/Sprain

Strain/Sprain comprise
10% of mega claims
between $3 million and $5
million, but only 3% of
those over $10 million.
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Burn/electrical shock mega
claims, which are included
in the all other category,
have become more
common, increasing from
about 3% early in the
period to almost 10% in
the more recent years.
This increase may be
attributable to advances in
medical treatment and
improved mortality of
patients with serious
burns.

Fracture, crushing, and
dislocation (the 2nd largest
category) has remained
relatively consistent over

Chart 12: Shares of Ultimate Claims in Excess of $3 Million time-

by Nature of Injury and Accident Year
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