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INTRODUCTION

The Indiana General Assembly enacted House Enrolled Act 2085 (HEA 2085) effective July 1, 1999, which amends various provisions of the workers compensation statutes. Section 16 of HEA 2085 stipulates that the Workers Compensation Board (WCB) of Indiana shall conduct an actuarial study to determine the total unfunded liability of the Second Injury Fund (SIF), and shall report the results of the study to the legislative council before January 1, 2000.

The WCB engaged Milliman & Robertson, Inc. (M&R) to perform the actuarial study referenced in HEA 2085, Section 16.  This report sets forth the results of the actuarial study.

RESULTS
M&R’s estimate of the total unfunded liability of the SIF at December 31, 1999 is $130,938,145.  This estimate reflects a fund balance of $445,855 compared against the estimated total liability of $131,384,000.  The estimated total liability is comprised of claims currently being administered through the SIF, claims anticipated from injuries that have already occurred but have not yet been reported as SIF claims, and the unpaid balance of a loan from the Supplemental Administrative Fund. 

Summary of SIF Liability Estimates



Nominal Value

Discounted Values





6% Interest

5% Interest









Current SIF Claims


$43,041,000


$20,808,000


$22,915,000

Future SIF Claims


68,600,000


23,146,000


26,781,000

Subtotal


$111,641,000


$43,954,000


$49,696,000









Prosthetics


19,537,000


7,692,000


8,697,000

SIF Claim Liability


$131,178,000


$51,646,000


$58,393,000









Loan Balance


206,000


206,000


206,000









Fund Balance


(445,855)


(445,855)


(455,855)









Unfunded Liability


$130,938,145


$51,406,145


$58,153,145

The SIF liability will be realized over the next several years.  Thus, there is a material economic value associated with the timing of the future SIF claim payments.  The estimated present value of the total unfunded liability of the SIF ranges from $51.4 million at six percent interest to $58.2 million at five percent interest.  The discounts associated with the present value calculations range from $79.5 million to $72.8 million at interest rates of six and five percent, respectively.

LIMITATIONS
This report is prepared for the WCB to satisfy its obligations under HEA 2085, Section 16.  The report is not intended for any other purpose.  This report may not be filed with the SEC or other securities regulatory bodies.  

We relied on data provided to us by the WCB as well as industry sources.  We have not audited, verified, or reviewed this data and other information for reasonableness or consistency.  Such a review is beyond the scope of our assignment.  If the underlying data or information is inaccurate or incomplete, the results of our analysis may likewise be inaccurate or incomplete.

It is important that any user of this report understands that there is considerable variability associated with estimates of this type.  The nature of such variability is discussed later in the report.

We recommend that any party receiving a copy of this report have their own actuary review the report to ensure that the party understands the assumptions and uncertainties inherent in our estimates.

RECOMMENDATIONS
1) The WCB should complete the effort initiated in support of this project to build an electronic database of total disability and prosthetic device workers compensation claims incurred over the past ten years; and

2) The WCB should perform annual actuarial studies of the total unfunded liability of the SIF, at least until such time as recent claim trends stabilize.

Discussion
BACKGROUND
The SIF is established under IC 22-3-3-13 of the Indiana Code.  The SIF is funded through periodic assessments of insurance carriers and other entities insuring or providing workers compensation benefits (including self‑insuring employers).  HEA 2085 revised the assessment provisions of IC 22-3-3-13, providing for an annual assessment of up to 1.5 percent of total non-medical claim payments from the prior calendar year.  However, the assessment can be made only if the SIF balance falls below $1,000,000 on or before October 1.

The following benefits are payable from the SIF:

1) The excess of workers compensation benefits payable due to a second injury resulting in permanent and total disability, over the amounts payable by the employer as defined under IC 22-3-3-13(a);

2) The workers compensation benefits payable due to an injury resulting in permanent and total disability that exceeds the maximum benefits payable by the employer (currently 500 weeks) as defined under IC 22-3-3-13(g); and

3) The cost of repair or replacement of prosthetic devices originally provided as workers compensation benefits under IC 22-3-3-4 and IC 22-3-7-17.

In actuality, payments under the SIF are substantially comprised of items (2) and (3) only, with item (2) representing the majority of claims.  Each item (2) award has a benefit period limited to 150 weeks that can be renewed as long as the underlying disability condition continues.  Benefit levels remain fixed at two-thirds of each employee’s wages at the time of injury, subject to minimum and maximum amounts (currently $50 and $488 per week, respectively).  Thus, item (2) claims are essentially lifetime annuities commencing 500 weeks after the disability occurs.

Item (3) awards became effective during 1997.  Thus, the history of such claims is quite limited at this time.

The SIF is administered by the WCB, although the actual SIF funds are maintained by the Treasurer of the State.  The WCB’s administrative expenses are funded through the general revenues of the State and not through the SIF.

RECENT RESULTS
Exhibit 2 shows the financial history of the SIF.  The following observations are noteworthy:

1) Annual SIF payments have more than tripled in the past ten years;

2) Annual SIF payments are increasing at a significant trend rate; and

3) The SIF balance fell into a deficit position during the fourth quarter of 1998.

As a result of item (3), the SIF received a $206,000 loan from the Supplemental Administrative Fund that remains outstanding.

Analysis

LIABILITY FOR CURRENT SIF CLAIMS

The WCB currently administers 183 permanent total disability claims through the SIF.  As discussed earlier in this report, these claims effectively represent lifetime annuity benefits and were treated as such for the purposes of estimating the liability for these claims.

A database of demographic information was prepared for the 183 subject claims.  Future SIF payments were estimated for each claimant based on benefit levels and estimated mortality according to the demographic information.  The total of the estimated future payments, $43.0 million, represents the liability associated with current SIF claims.

A summary of information collected and estimated relative to current SIF claims is provided in Exhibit 3.  Further details underlying these estimates are provided in the Technical Appendix.

LIABILITY FOR FUTURE SIF CLAIMS

Liability for future SIF claims arises from the population of employees currently receiving total disability workers compensation benefits for less than 500 weeks.  Thus, future SIF claims will be associated with injuries causing total disability over the past ten years.  We used three methods to estimate the liability for future SIF claims.  Our final estimate of $67.3 million represents an average of the estimates produced by the three methods.

One method involves separate estimates for the number of future SIF claims and the average amount of each claim.  These estimates were based on summaries from the database of current SIF claims described above.  As illustrated in Exhibit 3, recent increases in the number of SIF claims are pronounced.  The WCB staff advised us that this trend was likely due to a heightened awareness in the legal community of the availability of benefits through the SIF.  This recent and material change in claim frequency trend without a subsequent period of stability makes it particularly difficult to estimate the number of future SIF claims.  Since SIF claims currently have an average lifetime cost of approximately $400,000, the uncertainly introduced by this trend in claim frequency is significant. 

A second method used to estimate the liability for future SIF claims involves separate estimates of the population of Indiana and the average SIF loss relative to the population.  There was no trend observed in the average SIF loss based on population.

This likely reflects the offsetting effects of inflation and an anticipated decline in the long-term trend of total disability claims per population.

Our third method used to estimate the liability for future SIF claims involves estimating the percentage of SIF claims relative to total indemnity losses for the State of Indiana, and applying that percentage to estimated total indemnity losses over the past ten year period which corresponds to the liability for future SIF claims.

Exhibit 4 summarizes the estimates of liability for future SIF claims generated by these three methods and our selection of a final point estimate.  The figures for prior years also include provisions for future increases in the State’s maximum benefit level, bringing the total liability for future claims to $68.6 million.  Further details underlying these estimates are provided in the Technical Appendix.
LIABILITY FOR FUTURE PROSTHETIC DEVICE CLAIMS

Payment from the SIF for the costs of repairing or replacing prosthetic devices is a relatively new benefit beginning in 1997.  Furthermore, in our experience, this is a relatively unique benefit for a SIF to provide.  Thus, we are not aware of any significant claim information available to estimate liabilities for future prosthetic device claims.

We developed a ratio of SIF payments for prosthetic devices relative to other SIF payments for 1998 and 1999.  Applying the ratio to the estimated total liability for other SIF claims produces an estimate of liability for future prosthetic device claims of $19.5 million.

ESTIMATED FUTURE PAYOUT OF SIF LIABILITY

A payout pattern for SIF claims was estimated using the database of current SIF claims described above and used to project future SIF payments.  A summary of the first ten years of projected SIF claim payout is provided in Exhibit 5.  While the total estimated payout of the current SIF liability extends approximately sixty years, the next ten years of SIF payments will be entirely generated by current SIF liabilities.  Beyond ten years, claims paid by the SIF will include injuries that have not yet occurred and thus are not a current liability of the SIF. 

Additional details and data underlying the estimate of future SIF payments is provided in the Technical Appendix.

PRESENT VALUE OF SIF LIABILITY

Because the SIF liability will be paid over a lag period of time, there is a material economic value associated with the timing of the future SIF claim payments.  The present value of the SIF liability was calculated at interest rates of six and five percent for illustration purposes.  The present value of the total SIF liability ranges from $51.4 million at six percent interest to $58.2 million at five percent interest.

While the interest rates underlying the present value calculations were selected solely for illustration purposes, they reflect consideration of the duration of the estimated stream of future payments.  The duration of the estimated future payments is calculated to be approximately fourteen years.  The interest rates for Treasury bills with maturities of fourteen years have recently been in the range of five to six percent.

Variability

In considering these results, it is important to recognize the uncertainty underlying the actuarial estimates.  The use of multiple methods to derive alternative estimates recognizes but does not fully account for this uncertainty.

A degree of this variability is inherent in the insurance business and reflects the random nature of claim occurrence and the related claim severity.  There are also numerous external factors that can affect future costs but cannot be estimated with certainty, including inflation rates, interest rates, insurance laws, benefit levels, etc.  The recent significant increases in SIF claim frequency add to the uncertainty in the estimates. Also, the fairly recent addition of prosthetic device benefits and the corresponding lack of historical experience limited our ability to estimate future claims for this component.

Overall, we believe that actual results could differ significantly, and in either direction, from the estimates presented in this report.  Nevertheless, these results reflect our best professional judgment under the circumstances.

Sources of Data

We relied on data provided to us by the WCB as well as industry sources.  We have not audited, verified, or reviewed this data and other information for reasonableness or consistency.  Such a review is beyond the scope of our assignment.  If the underlying data or information is inaccurate or incomplete, the results of our analysis may likewise be inaccurate or incomplete.  These data include:

1) SIF claim files maintained by the WCB consisting of benefit and demographic information for current SIF claimants;

2) Electronic data files prepared by the WCB containing information on individual prosthetic device claims paid under the SIF;

3) The Crowe Chizek report dated June 30, 1999, deriving the SIF assessment at July 1, 1999;

4) Population data attributed to the U.S. Census Bureau;

5) Annual Statistical Bulletins published by the National Council on Compensation Insurance (NCCI);

6) The NCCI supplement titled, “Policy Year Underwriting Results”; and

7) The SIF and outstanding loan balances provided by the WCB.

Closing Comments

The estimates provided in this report are subject to considerable variability due to various factors including recent significant changes in claim frequency trends and a general lack of available data for total disability workers compensation claims not currently being paid through the SIF.  The electronic data reporting requirements of HEA 2085 should help alleviate this situation over the long term.

A special data call was initiated in conjunction with this actuarial study to collect data for total disability and prosthetic device workers compensation claims over the past ten years.  Time constraints precluded the complete collection of the requested information in time to be fully reflected in the estimates presented in this report.  We would urge the WCB to complete and maintain this process of collecting historical claim information in an electronic format.

We further recommend that this actuarial study be updated on an annual basis in consideration of the dynamics observed in the SIF claim data.  Our analysis illustrates the material effect that relatively minor changes in assumptions can have on the total unfunded liability estimate.  We believe annual estimates of the total unfunded liability of the SIF would be valuable at least until such time as the underlying trends stabilize.

In closing, M&R would like to acknowledge the prompt and courteous support provided by the staff of the WCB in facilitating this project.  We remain available to answer any questions concerning this report and its results, or to provide further assistance as required.

Respectfully submitted,

Kevin B. Robbins, FCAS, MAAA

Actuary
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Summary of Estimates












Nominal

Discounted Values




Value

6% Interest
5% Interest









Current SIF Claims

 $     43,041,000 

 $ 20,808,000 
 $    22,915,000 

Future SIF Claims

        68,600,000 

    23,146,000 
       26,781,000 

Subtotal


 $  111,641,000 

 $ 43,954,000 
 $    49,696,000 









Prosthetics

        19,537,000 

      7,692,000 
         8,697,000 

SIF Claim Liability

 $  131,178,000 

 $ 51,646,000 
 $    58,393,000 









Loan Balance

             206,000 

         206,000 
             206,000 









Fund Balance

         (445,855)

        (445,855)
           (445,855)









Unfunded Liability

 $  130,938,145

 $ 51,406,145
 $    58,153,145

EXHIBIT 2

Exhibit 2

Sheet 1

Summary of Financial History







Fiscal





Year

Expenditures

Change

88 - 89

 $         506,406 



89 - 90

            614,346 

21.3%

90 - 91

            619,007 

0.8%

91 - 92

            767,536 

24.0%

92 - 93

            817,711 

6.5%

93 - 94

            914,635 

11.9%

94 - 95

            958,010 

4.7%

95 - 96

         1,226,625 

28.0%

96 - 97

         1,445,551 

17.8%

97 - 98

         1,719,652 

19.0%



















Source:  Crowe Chizek report dated June 30, 1999
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Summary of Financial History



DATE
STARTING BALANCE
DEPOSITS
PAYMENTS
ENDING BALANCE
REMARKS

7/1/1998
$686,403.12

$217,311.38
$469,091.74


7/30/1998
$469,091.74
$3,858.85
$17,238.20
$455,712.39
Scheduled Payment/Prosthetic Payment

8/31/1998
$455,712.39
$5,747.21
$208,396.14
$253,063.46
Prosthetic Payment

9/30/1998
$253,063.46

$208,056.63
$45,006.83
Prosthetic Payment

10/31/1998
$45,006.83

$67,966.93
-$22,960.10
Notice of Special Assessment/Shed Pay/Pros

11/30/1998
-$22,960.10
$450,650.54
$197,375.42
$230,315.02
Special Assessment/Loan from Supp. Fund

12/31/1998
$230,315.02
$85,896.84
$197,608.54
$118,603.32
Special Assessment/Sched Pay/Prosthetic Pay

1/31/1999
$118,603.32
$105,175.18
$59,496.20
$164,282.30
Prosthetic Payment

2/28/1999
$164,282.30
$842,843.53
$207,044.07
$800,081.76
Assessment/Sched Pay/Prosthetic Payment

3/31/1999
$800,081.76
$95,981.92
$295,030.28
$601,033.40
Scheduled Payment/Prosthetic Payment

4/30/1999
$601,033.40
$1,339.43
$237,535.49
$364,837.34
Scheduled Payment/Prosthetic Payment

5/31/1999
$364,837.34
$6,018.12
$4,695.16
$366,160.30
Notice of Assessment (Pursuant to HEA 2085)

6/30/1999
$366,160.30
$631,676.78
$258,387.06
$739,450.02
Prosthetic Payment/Audit to Verify Assessment

7/31/1999
$739,450.02
$326,848.24
$211,332.17
$854,966.09
Assessment (HEA 2085)

8/31/1999
$854,966.09
$28,414.69
$34,347.82
$849,032.96


9/30/1999
$849,032.96
$7,842.47
$233,634.34
$623,241.09
Scheduled Payout

10/31/1999
$623,241.09
$6,395.66
$249,180.81
$380,455.94
Scheduled Payout

11/30/1999
$380,455.94

$282,188.44
$98,267.50
Scheduled Payout

12/31/1999
$98,267.50
$355,569.66
$7,981.95
$455,855.21
Prosthetic Payment



EXHIBIT 3
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Workers Compensation Board of Indiana

Unfunded Liability of the Second Injury Fund



Summary of Current Claims

By SIF Year







Counts

Reserves

SIF Year
Total

SIF Year
Total

1962
1

1962
7,274

1966
1

1966
27,164

1968
2

1968
69,407

1970
3

1970
92,907

1971
3

1971
84,023

1972
2

1972
57,163

1976
3

1976
243,131

1977
2

1977
126,642

1978
4

1978
246,895

1979
1

1979
86,187

1980
4

1980
273,708

1981
2

1981
214,819

1982
3

1982
316,435

1983
2

1983
383,551

1984
8

1984
956,833

1985
5

1985
561,420

1986
2

1986
261,656

1987
4

1987
816,119

1988
4

1988
865,516

1989
5

1989
1,075,541

1990
5

1990
793,411

1991
9

1991
2,106,542

1992
7

1992
1,313,502

1993
6

1993
1,532,263

1994
13

1994
4,314,808

1995
14

1995
3,634,637

1996
19

1996
6,537,975

1997
26

1997
7,967,448

1998
16

1998
5,665,679

1999
       7

1999
  2,408,263

Grand Total
183

Grand Total
43,040,917
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Unfunded Liability of the Second Injury Fund



Summary of Current Claims

By Injury Year







Counts

Reserves

DOI Year
Total

DOI Year
Total

1950
1

1950
7,274

1958
1

1958
27,164

1959
2

1959
69,407

1962
1

1962
28,046

1963
3

1963
80,586

1964
3

1964
99,022

1965
1

1965
58,891

1966
1

1966
26,439

1967
3

1967
230,730

1968
3

1968
125,716

1969
1

1969
98,799

1970
2

1970
159,893

1971
1

1971
30,056

1972
1

1972
82,254

1973
7

1973
938,132

1974
8

1974
904,283

1975
2

1975
138,817

1976
5

1976
773,267

1977
6

1977
767,926

1978
3

1978
598,923

1979
7

1979
1,288,635

1980
9

1980
2,077,687

1981
6

1981
1,285,831

1982
4

1982
656,733

1983
7

1983
1,331,867

1984
10

1984
2,075,896

1985
13

1985
4,580,742

1986
20

1986
6,715,154

1987
23

1987
7,253,631

1988
14

1988
4,812,282

1989
7

1989
2,792,469

1990
5

1990
1,880,066

1991
1

1991
126,607

1992
1

1992
544,407

1994
1

1994
373,286

Grand Total
183

Grand Total
43,040,917
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Summary of Liability for Future SIF Claims



Accident

Frequency/



Percentage



Estimated

Indicated

Year

Severity

Pure Premium

of Loss

Selected

Payments

Reserves

1950

             52,919 

NA

NA

                52,919 

                45,646 

                  7,274 

1958

             90,812 

NA

NA

                90,812 

                63,648 

                27,164 

1959

          199,199 

NA

NA

             199,199 

             129,792 

                69,407 

1962

             88,886 

NA

NA

                88,886 

                60,840 

                28,046 

1963

          270,282 

NA

NA

             270,282 

             189,696 

                80,586 

1964

          286,846 

NA

NA

             286,846 

             187,824 

                99,022 

1965

          161,747 

NA

NA

             161,747 

             102,856 

                58,891 

1966

             91,959 

NA

NA

                91,959 

                65,520 

                26,439 

1967

          566,225 

NA

NA

             566,225 

             335,496 

             230,730 

1968

          334,330 

NA

NA

             334,330 

             208,614 

             125,716 

1969

          318,075 

NA

NA

             318,075 

             219,277 

                98,799 

1970

          363,046 

NA

NA

             363,046 

             203,154 

             159,893 

1971

             89,336 

NA

NA

                89,336 

                59,280 

                30,056 

1972

          213,294 

NA

NA

             213,294 

             131,040 

                82,254 

1973

       1,668,764 

NA

NA

          1,668,764 

             730,631 

             938,132 

1974

       1,692,812 

NA

NA

          1,692,812 

             788,529 

             904,283 

1975

          277,235 

NA

NA

             277,235 

             138,419 

             138,817 

1976

       1,328,800 

NA

NA

          1,328,800 

             555,533 

             773,267 

1977

       1,359,844 

NA

NA

          1,359,844 

             591,918 

             767,926 

1978

          908,670 

NA

NA

             908,670 

             309,747 

             598,923 

1979

       1,893,262 

NA

NA

          1,893,262 

             604,627 

          1,288,635 

1980

       2,750,920 

NA

NA

          2,750,920 

             673,233 

          2,077,687 

1981

       1,950,928 

NA

NA

          1,950,928 

             665,097 

          1,285,831 

1982

          943,028 

NA

NA

             943,028 

             286,295 

             656,733 

1983

       1,727,486 

NA

NA

          1,727,486 

             395,619 

          1,331,867 

1984

       2,600,878 

NA

NA

          2,600,878 

             524,982 

          2,075,896 

1985

       5,782,548 

NA

NA

          5,782,548 

             882,472 

          4,900,076 

1986

       8,363,510 

NA

NA

          8,363,510 

          1,094,609 

          7,268,900 

1987

       8,335,676 

NA

NA

          8,335,676 

             920,077 

          7,415,600 

1988

       5,296,764 

NA

NA

          5,296,764 

             410,941 

          4,885,823 

1989

       6,034,951 

NA

NA

          6,034,951 

             148,663 

          5,886,288 

1990

       6,141,005 

          6,763,874 

          8,255,933 

          7,053,604 

0 

          7,053,604 

1991

       6,099,831 

          6,836,782 

          7,860,597 

          6,932,403 

0 

          6,932,403 

1992

       6,564,188 

          6,914,527 

          6,702,663 

          6,727,126 

0 

          6,727,126 

1993

       6,403,294 

          6,989,140 

          6,641,217 

          6,677,884 

0 

          6,677,884 

1994

       6,362,771 

          7,058,101 

          6,363,068 

          6,594,646 

0 

          6,594,646 

1995

       6,279,326 

          7,125,233 

          6,064,303 

          6,489,621 

0 

          6,489,621 

1996

       6,530,499 

          7,190,986 

          5,959,551 

          6,560,346 

0 

          6,560,346 

1997

       6,791,719 

          7,260,236 

          5,890,000 

          6,647,318 

0 

          6,647,318 

1998

       7,063,388 

          7,329,516 

          5,890,000 

          6,760,968 

0 

          6,760,968 

1999

       7,345,924 

          7,399,458 

          5,890,000 

          6,878,461 

0 

          6,878,461 















Subtotal 1990 - 1999
     65,581,947 

        70,867,854 

        65,517,332 

        67,322,378 





Total All Years







      123,365,411 

        11,724,073 

      111,641,338 

Known Claims











        43,040,917 

IBNR











        68,600,421 
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Estimated Payout of SIF Claim Liability













Accident
Calendar Year

Year
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

1950
         1,138 
         1,012 
            891 
            776 
            668 
            568 
            477 
            395 
            322 
            259 

1958
         1,851 
         1,808 
         1,760 
         1,709 
         1,655 
         1,597 
         1,535 
         1,470 
         1,401 
         1,328 

1959
         4,025 
         3,959 
         3,886 
         3,807 
         3,721 
         3,627 
         3,527 
         3,418 
         3,302 
         3,178 

1962
         2,003 
         1,950 
         1,894 
         1,834 
         1,769 
         1,701 
         1,629 
         1,552 
         1,472 
         1,387 

1963
         6,267 
         5,974 
         5,684 
         5,388 
         5,089 
         4,789 
         4,488 
         4,191 
         3,897 
         3,611 

1964
         6,487 
         6,350 
         6,199 
         6,036 
         5,858 
         5,666 
         5,461 
         5,242 
         5,010 
         4,766 

1965
         4,410 
         4,283 
         4,146 
         4,001 
         3,847 
         3,683 
         3,510 
         3,328 
         3,136 
         2,935 

1966
         2,297 
         2,209 
         2,115 
         2,015 
         1,910 
         1,800 
         1,685 
         1,566 
         1,444 
         1,321 

1967
       14,067 
       13,781 
       13,472 
       13,139 
       12,780 
       12,395 
       11,983 
       11,544 
       11,079 
       10,590 

1968
         9,743 
         9,371 
         8,979 
         8,567 
         8,138 
         7,695 
         7,242 
         6,784 
         6,326 
         5,871 

1969
       11,191 
       10,476 
         9,736 
         8,979 
         8,212 
         7,445 
         6,687 
         5,949 
         5,238 
         4,562 

1970
         9,449 
         9,273 
         9,082 
         8,876 
         8,654 
         8,413 
         8,153 
         7,875 
         7,580 
         7,268 

1971
         2,898 
         2,762 
         2,618 
         2,467 
         2,309 
         2,146 
         1,979 
         1,810 
         1,641 
         1,474 

1972
         7,146 
         6,871 
         6,579 
         6,270 
         5,943 
         5,600 
         5,243 
         4,872 
         4,493 
         4,110 

1973
       41,848 
       41,454 
       41,024 
       40,557 
       40,050 
       39,501 
       38,908 
       38,265 
       37,567 
       36,809 

1974
       45,962 
       44,852 
       43,680 
       42,447 
       41,154 
       39,806 
       38,407 
       36,965 
       35,487 
       33,983 

1975
         9,146 
         8,971 
         8,776 
         8,559 
         8,320 
         8,058 
         7,773 
         7,467 
         7,139 
         6,792 

1976
       34,983 
       34,487 
       33,951 
       33,373 
       32,750 
       32,081 
       31,366 
       30,604 
       29,798 
       28,949 

1977
       41,685 
       40,646 
       39,549 
       38,397 
       37,195 
       35,950 
       34,667 
       33,356 
       32,023 
       30,677 

1978
       25,719 
       25,522 
       25,306 
       25,067 
       24,803 
       24,510 
       24,187 
       23,829 
       23,434 
       23,001 

1979
       56,834 
       56,176 
       55,454 
       54,665 
       53,806 
       52,875 
       51,870 
       50,791 
       49,635 
       48,401 

1980
       78,215 
       77,680 
       77,095 
       76,450 
       75,739 
       74,952 
       74,082 
       73,121 
       72,064 
       70,906 

1981
       71,549 
       70,194 
       68,732 
       67,159 
       65,473 
       63,673 
       61,764 
       59,749 
       57,633 
       55,424 

1982
       35,425 
       34,679 
       33,887 
       33,050 
       32,171 
       31,251 
       30,295 
       29,308 
       28,295 
       27,261 

1983
       61,849 
       61,227 
       60,539 
       59,777 
       58,937 
       58,011 
       56,998 
       55,894 
       54,697 
       53,407 

1984
       92,521 
       90,714 
       88,784 
       86,733 
       84,567 
       82,295 
       79,929 
       77,485 
       74,980 
       72,433 

1985
     169,506 
     167,958 
     166,272 
     164,445 
     162,472 
     160,349 
     158,069 
     155,625 
     153,005 
     150,201 

1986
     263,927 
     261,010 
     257,867 
     254,484 
     250,847 
     246,942 
     242,758 
     238,286 
     233,520 
     228,460 

1987
     277,407 
     275,073 
     272,515 
     269,720 
     266,675 
     263,369 
     259,794 
     255,938 
     251,791 
     247,340 

1988
     168,715 
     167,545 
     166,259 
     164,844 
     163,286 
     161,575 
     159,699 
     157,653 
     155,431 
     153,029 

1989
     207,178 
     207,178 
     201,084 
     201,084 
     201,084 
     201,084 
     194,991 
     194,991 
     194,991 
     188,897 

1990
     239,823 
     239,823 
     239,823 
     232,769 
     232,769 
     232,769 
     232,769 
     225,715 
     225,715 
     225,715 

1991

     235,702 
     235,702 
     235,702 
     228,769 
     228,769 
     228,769 
     228,769 
     221,837 
     221,837 

1992


     228,722 
     228,722 
     228,722 
     221,995 
     221,995 
     221,995 
     221,995 
     215,268 

1993



     227,048 
     227,048 
     227,048 
     220,370 
     220,370 
     220,370 
     220,370 

1994




     224,218 
     224,218 
     224,218 
     217,623 
     217,623 
     217,623 

1995





     220,647 
     220,647 
     220,647 
     214,157 
     214,157 

1996






     223,052 
     223,052 
     223,052 
     216,491 

1997







     226,009 
     226,009 
     226,009 

1998








     229,873 
     229,873 

1999









     233,868 













Subtotal
 2,005,264 
 2,220,967 
 2,422,062 
 2,618,916 
 2,811,408 
 2,998,855 
 3,180,977 
 3,363,503 
 3,548,465 
 3,729,841 

Prosthetic Devices
     350,921 
     388,669 
     423,861 
     458,310 
     491,996 
     524,800 
     556,671 
     588,613 
     620,981 
     652,722 

Total
 2,356,185 
 2,609,636 
 2,845,923 
 3,077,226 
 3,303,404 
 3,523,654 
 3,737,647 
 3,952,116 
 4,169,447 
 4,382,563 
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TECHNICAL APPENDIX

Our analysis was conducted in three segments:  

· Projections of unpaid claim liabilities for known claims; 

· Projection of unpaid claim liabilities for unknown claims (claims with dates of injury after 1989); and

· Projection of unpaid claim liabilities associated with prosthetic devices.

A payout pattern was estimated in order to derive discounted liabilities and projected future payments.

PROJECTION OF UNPAID CLAIM LIABILITIES FOR KNOWN CLAIMS

The Second Injury Fund (SIF) provides lifetime disability benefits for injured workers qualifying under the appropriate State statutes.  The indemnity benefits are reviewed every 150 weeks and if disability continues, indemnity benefits are approved for an additional 150 weeks.  Settlements of claims with lump sums are not permitted under State law.  It is our understanding that there have been no major law changes in the recent past (with the exception of the addition of replacement prosthetic devices).

The main question as to future indemnity payments for known claims is continued disability and mortality. Thus, in terms of indemnity benefits, a workers compensation claim cannot be more expensive than a life payout.  We utilized proprietary reserving software (WC2 Case) which provides for both discounted and undiscounted reserves based on payment trends of the currently active second injury fund claims.  We used the 1983 Group Annuity Mortality Table as the base mortality assumption for these calculations.  This mortality table is widely used in employee benefit projections and reflects a population who were healthy enough to work for a considerable period of time before receiving a benefit - a characteristic of large groupings of workers compensation claims. 

A summary of these estimates aggregated by year are provided on Exhibit TA-1.

A few claimants are receiving maximum benefits.  It is our understanding that the maximum benefit amount increases annually on average $20 per week or $1,040 per year.  For each injured worker, the benefit award is fixed for three years and then can increase.  Currently there are approximately nine injured workers at the maximum benefit level.  We have assumed that their benefits would increase over time and have reflected this in our estimates.  We estimate approximately $1.4 million of additional benefits will be paid in the future on existing SIF claims due to increases in the maximum benefit level.  This additional amount is included in the liability for unknown claims.

PROJECTION OF UNPAID CLAIM LIABILITIES FOR UNKNOWN CLAIMS

Since injured workers do not receive indemnity benefits from the SIF until they have been out of work for 500 weeks, there is a nine to ten year lag between the date of injury and coverage under the SIF.  The WCB is not aware of how many workers are currently injured that will eventually receive benefit payments from the SIF.   The WCB performed a special data call to collect information on workers who are currently receiving permanent total workers compensation benefits.  At this time, only 217 of the 884 insurance carriers surveyed have responded, representing 25% of the total.   The responding carriers notified the WCB of 60 permanent total claimants whose injuries occurred in accident years 1990 and subsequent. 

In order to derive unpaid claim liabilities for the years 1990 through 1999, we used the prior years as a base period.  Based on the individual claim review, we aggregated the indicated reserves by year of injury.  We also estimated the payments that the SIF has previously made to the injured workers.  By adding the projected reserves by year to the estimated previous payments by year, we derived ultimate losses by year of injury.  We also calculated the number of workers currently being paid by the Fund for each accident year.  

Note that the historical years may be distorted since claimants that have died or are no longer getting payments are not reflected in the ultimate losses.  We believe this would have the most effect on accident years 1984 and prior; thus, we relied less heavily on these years in projecting ultimate losses for future years. 

Based on this information, we used the following three methods to estimate ultimate losses by year for 1990 through 1999:

· A frequency/ severity projection method;

· A pure premium projection method; and

· A percentage of loss method.

Frequency/Severity Projection Method

In this method, ultimate losses are derived based on separate estimates of the ultimate number of claims (frequency) and the average ultimate cost per claim (severity).

Our first step was to estimate the ultimate number of claims.  Our estimate of the ultimate number of claims was derived based on the historical ratio of SIF claims to exposures.  The ratio of claims to exposures is referred to as the frequency of claims.  Exhibit TA-2 displays the claim count projection.  The first column shows the total indemnity claims for the State of Indiana per 100,000 workers.  We multiplied the total number of indemnity claims per 100,000 workers by the estimated population for Indiana by year, yielding a proxy for claims that we used as our exposure base.  We then compared historical SIF claims to these exposures and selected a representative ratio.  This ratio was applied to the exposures for subsequent years to estimate SIF claims for years 1990 and subsequent.

The next step was to calculate the severities implicit in the estimated ultimate losses for past accident years, and adjust them to the cost level for recent accident years.  An annual claim cost inflation trend of 4% was selected for this purpose (see Exhibit TA-3).  Based on our selected average severity and selected claim counts by accident year, we derived an indication of ultimate losses for accident years 1990 and subsequent.  Exhibit TA-4 displays this calculation. 

Pure Premium Projection Method

The second method used to estimate liabilities for unknown claims was to estimate ultimate losses by accident year based on historical relationships of ultimate losses to an exposure base.  In this projection method, we used population as the exposure measure.  We divided our estimate of ultimate losses for the base period (years 1985 through 1989) by the estimated population in Indiana to produce historical pure premium.  We then selected a representative pure premium based on these indications, and applied the selected pure premium to the population for accident years 1990 through 1989.  Exhibit TA-5 displays this calculation.

Percentage of Loss Projection Method

The final method used to estimate liabilities for unknown claims was to estimate ultimate losses by accident year based on historical relationship of ultimate SIF losses to ultimate total indemnity losses for the State of Indiana (as projected by the National Council of Compensation Insurance (NCCI)).   We divided our estimate of ultimate SIF losses for the base period (years 1980 through 1989) by the ultimate indemnity losses in Indiana.   We then selected a percentage of ultimate indemnity losses based on these indications, and applied the percentage to the NCCI’s estimate of indemnity losses for accident years 1990 through 1999.  Exhibit TA-6 displays this calculation.

Summary

Based on the indications from these three methods, we selected ultimate losses by years.  Exhibit TA-7 displays our summary.  We then subtracted out the historical SIF payments from the ultimate losses to produce the estimated unpaid claim liabilities.  

PROJECTION OF UNPAID CLAIM LIABILITIES FOR PROSTHETIC DEVICES

Our final step was to project unpaid claim liabilities for injured workers with prosthetic devices.  Due to the SIF recently covering these benefits, there is not much data available.  We projected future benefit payments based on the relationship of calendar year SIF payments for prosthetic devices to calendar year SIF indemnity payments.  The following table displays the calendar year payments:

Calendar

Period

Prosthetic Payments

Second Injury Fund Payments3

Ratio


19971


$100,052






1998  


226,367


$1,747,412

13.0%


19992


271,014


1,458,443

18.6%

1. Fourth quarter.
2. Year-to-date through third quarter.
3. Estimated.
We selected a ratio of 17.5%.  Applying this ratio to the unpaid claim liabilities of the current and future SIF claims of $111.6 million produced unpaid claim liabilities associated with prosthetic payments of $19.5 million. 

PAYOUT PATTERNS

We also projected how these liabilities would be paid in the future.  The SIF does not pay a claim until 500 weeks after the data of injury.  Based on the known claims to date, we estimated ratios of paid losses to ultimate losses.  From these ratios, we selected a payment pattern for how the unpaid claims would be paid in the future.  Our selected payment pattern is displayed on Exhibit TA-8.  Exhibit TA-9 displays the projected calendar year loss payments for the next 10 years.

The payout patterns are also used to estimate discounted liabilities for unknown claims (discounted future payments on known claims were calculated within the proprietary reserving software described above).  We used alternative interest rates of 5% and 6% for this purpose, which are consistent with the recent interest rates for medium and long term U.S. Treasuries.  The duration associated with these interest rates and payout patterns is approximately 14 years.  Exhibit TA-10 shows the discount factors for unknown claims by accident year.  Exhibit TA-11 shows the resulting discounted reserves.
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Sheet 1

Workers Compensation Board of Indiana

Unfunded Liability of the Second Injury Fund







Summary of Current Claims

By SIF Year







Counts

Reserves







SIF Year
Total

SIF Year
Total

1962
1

1962
            7,274 

1966
1

1966
          27,164 

1968
2

1968
          69,407 

1970
3

1970
          92,907 

1971
3

1971
          84,023 

1972
2

1972
          57,163 

1976
3

1976
         243,131 

1977
2

1977
         126,642 

1978
4

1978
         246,895 

1979
1

1979
          86,187 

1980
4

1980
         273,708 

1981
2

1981
         214,819 

1982
3

1982
         316,435 

1983
2

1983
         383,551 

1984
8

1984
         956,833 

1985
5

1985
         561,420 

1986
2

1986
         261,656 

1987
4

1987
         816,119 

1988
4

1988
         865,516 

1989
5

1989
      1,075,541 

1990
5

1990
         793,411 

1991
9

1991
      2,106,542 

1992
7

1992
      1,313,502 

1993
6

1993
      1,532,263 

1994
13

1994
      4,314,808 

1995
14

1995
      3,634,637 

1996
19

1996
      6,537,975 

1997
26

1997
      7,967,448 

1998
16

1998
      5,665,679 

1999
7

1999
      2,408,263 

Grand Total
183

Grand Total
    43,040,917 
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Workers Compensation Board of Indiana

Unfunded Liability of the Second Injury Fund







Summary of Current Claims

By Injury Year







Counts

Reserves







DOI Year
Total

DOI Year
Total

1950
1

1950
            7,274 

1958
1

1958
          27,164 

1959
2

1959
          69,407 

1962
1

1962
          28,046 

1963
3

1963
          80,586 

1964
3

1964
          99,022 

1965
1

1965
          58,891 

1966
1

1966
          26,439 

1967
3

1967
         230,730 

1968
3

1968
         125,716 

1969
1

1969
          98,799 

1970
2

1970
         159,893 

1971
1

1971
          30,056 

1972
1

1972
          82,254 

1973
7

1973
         938,132 

1974
8

1974
         904,283 

1975
2

1975
         138,817 

1976
5

1976
         773,267 

1977
6

1977
         767,926 

1978
3

1978
         598,923 

1979
7

1979
      1,288,635 

1980
9

1980
      2,077,687 

1981
6

1981
      1,285,831 

1982
4

1982
         656,733 

1983
7

1983
      1,331,867 

1984
10

1984
      2,075,896 

1985
13

1985
      4,580,742 

1986
20

1986
      6,715,154 

1987
23

1987
      7,253,631 

1988
14

1988
      4,812,282 

1989
7

1989
      2,792,469 

1990
5

1990
      1,880,066 

1991
1

1991
         126,607 

1992
1

1992
         544,407 

1994
1

1994
         373,286 

Grand Total
183

Grand Total
    43,040,917 
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Claim Count Projection








Accident
Indemnity

Proxy for
SIF


Year
Claims*
Population
Claims
Claims
Percent








1979
             1,659 
      5,465,153 
           90,667 
                   7 
0.0077%

1980
             1,522 
      5,490,210 
           83,561 
                   9 
0.0108%

1981
             1,525 
      5,497,098 
           83,831 
                   6 
0.0072%

1982
             1,484 
      5,502,279 
           81,654 
                   4 
0.0049%

1983
             1,785 
      5,507,292 
           98,305 
                   7 
0.0071%

1984
             1,578 
      5,512,082 
           86,981 
                 10 
0.0115%

1985
             1,468 
      5,517,027 
           80,990 
                 13 
0.0161%

1986
             1,543 
      5,522,232 
           85,208 
                 20 
0.0235%

1987
             1,698 
      5,527,313 
           93,854 
                 23 
0.0245%

1988
             1,864 
      5,532,520 
         103,126 
                 14 
0.0136%

1989
             2,030 
      5,537,987 
         112,421 
                 15 
0.0130%

1990
             1,924 
      5,544,159 
         106,670 
                 14 
0.0130%

1991
             1,818 
      5,603,919 
         101,879 
                 13 
0.0130%

1992
             1,860 
      5,667,645 
         105,418 
                 14 
0.0130%

1993
             1,726 
      5,728,804 
           98,879 
                 13 
0.0130%

1994
             1,633 
      5,785,329 
           94,474 
                 12 
0.0130%

1995
             1,535 
      5,840,355 
           89,649 
                 12 
0.0130%








Boxed area denotes estimates.





Selected Percent is multiplied by the Proxy for Claims to produce estimated SIF Claims.








* Per 100,000 workers
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Regressions for Severity Trend















Three Year Rolling



LN of




LN of


Average
Average


Middle
Average
Average

Accident
Ultimate
Ultimate


Accident
Ultimate
Ultimate

Year
Claim
Claim


Year
Claim
Claim










1967
         188,742 
                12 


1968
        174,090 
              12 

1968
         111,443 
                12 


1969
        169,242 
              12 

1969
         318,075 
                13 


1970
        192,614 
              12 

1970
         181,523 
                12 


1971
        166,419 
              12 

1971
           89,336 
                11 


1972
        219,044 
              12 

1972
         213,294 
                12 


1973
        223,429 
              12 

1973
         238,395 
                12 


1974
        214,048 
              12 

1974
         211,601 
                12 


1975
        219,923 
              12 

1975
         138,618 
                12 


1976
        228,145 
              12 

1976
         265,760 
                12 


1977
        256,951 
              12 

1977
         226,641 
                12 


1978
        260,111 
              12 

1978
         302,890 
                13 


1979
        292,255 
              13 

1979
         270,466 
                13 


1980
        299,778 
              13 

1980
         305,658 
                13 


1981
        297,099 
              13 

1981
         325,155 
                13 


1982
        271,850 
              13 

1982
         235,757 
                12 


1983
        251,019 
              12 

1983
         246,784 
                12 


1984
        337,030 
              13 

1984
         260,088 
                12 


1985
        389,464 
              13 

1985
         420,247 
                13 


1986
        401,460 
              13 

1986
         390,488 
                13 






1987
         355,379 
                13 






1988
         373,087 
                13 
























1970-88
Trend:
5.20%


1968-86
Trend:
4.39%


R-squared:
58.80%



R-squared:
87.68%










Selected Severity Trend:
4.00%
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Frequency/Severity Projection























Selected



Average Ultimate







Accident

Selected

Ultimate
Average

Trended to

Selected Average

Indicated


Year

Ultimate Losses

Claims

Ultimate

1989
1

Ultimate


Ultimate Loss


1980

2,750,920 

9

305,658 

435,046 


xx


xx


1981

1,950,928 

6

325,155 

444,997 


xx


xx


1982

943,028 

4

235,757 

310,240 


xx


xx


1983

1,727,486 

7

246,784 

312,260 


xx


xx


1984

2,600,878 

10

260,088 

316,437 


xx


xx


1985

5,782,548 

13

420,247 

491,630 


xx


xx


1986

8,363,510 

20

390,488 

439,246 


xx


xx


1987

8,335,676 

23

355,379 

384,377 


xx


xx


1988

5,296,764 

14

373,087 

388,011 


xx


xx


1989

xx

15

xx

xx


425,816 
2

6,034,951 
3

1990

xx

14

xx

xx


442,849 


6,141,005 


1991

xx

13

xx

xx


460,563 


6,099,831 


1992

xx

14

xx

xx


478,985 


6,564,188 


1993

xx

13

xx

xx


498,145 


6,403,294 


1994

xx

12

xx

xx


518,070 


6,362,771 


1995

xx

12

xx

xx


538,793 


6,279,326 


1996

xx

12

xx

xx


560,345 


6,530,499 


1997

xx

12

xx

xx


582,759 


6,791,719 


1998

xx

12

xx

xx


606,069 


7,063,388 


1999

xx

12

xx

xx


630,312 


7,345,924 

































65,581,947 



















1
Trended at 4.0%














2
Average of 1985-88














3
Selected ultimate losses on known claims, plus selected unreported claims times selected average ultimate
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Pure Premium Projection

















Estimated





Projected

Accident

Selected

Indiana

Indicated

Selected

Ultimate

Year

Ultimate Loss

Population *

Pure Premium **

Pure Premium

Loss

1985

          5,782,548 

          5,517,027 

             104,813 





1986

          8,363,510 

          5,522,232 

             151,452 





1987

          8,335,676 

          5,527,313 

             150,809 





1988

          5,296,764 

          5,532,520 

                95,739 





1989

          6,034,951 

          5,537,987 

             108,974 





1990



          5,544,159 



             122,000 

          6,763,874 

1991



          5,603,919 



             122,000 

          6,836,782 

1992



          5,667,645 



             122,000 

          6,914,527 

1993



          5,728,804 



             122,000 

          6,989,140 

1994



          5,785,329 



             122,000 

          7,058,101 

1995



          5,840,355 



             122,000 

          7,125,233 

1996



          5,894,251 



             122,000 

          7,190,986 

1997



          5,951,013 



             122,000 

          7,260,236 

1998



          6,007,800 



             122,000 

          7,329,516 

1999



          6,065,130 



             122,000 

          7,399,458 























        70,867,854 

  * Note:  The 1970,1980, and 1990 IN population is from U.S. Census data.  





                  The IN population for all other years has been interpolated (or extrapolted) based on the total U.S. population for 1970-1998

                  taken from U.S. Census data.




















  ** Per 100,000 IN residents 
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Percentage of Loss Projection

















Indiana











Ultimate





Projected

Accident

Selected

Indemnity



Selected

Ultimate

Year

Ultimate Losses

Losses

Percentage of Loss

Percentage

Loss

1980

            2,750,920 

           40,759,376 

6.75%





1981

            1,950,928 

           41,231,207 

4.73%





1982

               943,028 

           37,982,530 

2.48%





1983

            1,727,486 

           44,736,281 

3.86%





1984

            2,600,878 

           48,409,899 

5.37%





1985

            5,782,548 

           61,235,028 

9.44%





1986

            8,363,510 

           74,880,660 

11.17%





1987

            8,335,676 

           90,708,418 

9.19%





1988

            5,296,764 

         112,813,864 

4.70%





1989

            6,034,951 

         128,994,435 

4.68%





1990



         133,160,213 



6.20%

            8,255,933 

1991



         126,783,818 



6.20%

            7,860,597 

1992



         108,107,474 



6.20%

            6,702,663 

1993



         107,116,398 



6.20%

            6,641,217 

1994



         102,630,121 



6.20%

            6,363,068 

1995



           97,811,341 



6.20%

            6,064,303 

1996



           96,121,796 



6.20%

            5,959,551 

1997



           95,000,000 



6.20%

            5,890,000 

1998



           95,000,000 



6.20%

            5,890,000 

1999



           95,000,000 



6.20%

            5,890,000 

























*  Source:
National Council on Compensation Insurance (1980 - 1996)






Estimates for 1997 - 1999 were selected using judgement.
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Summary of Liability for Future SIF Claims
























Method



























Accident


Frequency/






Percentage



Estimated

Indicated

Year


Severity



Pure Premium

of Loss


Selected

Payments

Reserves

1950


52,919 



NA



NA


52,919 

45,646 

7,274 

1958


90,812 



NA



NA


90,812 

63,648 

27,164 

1959


199,199 



NA



NA


199,199 

129,792 

69,407 

1962


88,886 



NA



NA


88,886 

60,840 

28,046 

1963


270,282 



NA



NA


270,282 

189,696 

80,586 

1964


286,846 



NA



NA


286,846 

187,824 

99,022 

1965


161,747 



NA



NA


161,747 

102,856 

58,891 

1966


91,959 



NA



NA


91,959 

65,520 

26,439 

1967


566,225 



NA



NA


566,225 

335,496 

230,730 

1968


334,330 



NA



NA


334,330 

208,614 

125,716 

1969


318,075 



NA



NA


318,075 

219,277 

98,799 

1970


363,046 



NA



NA


363,046 

203,154 

159,893 

1971


89,336 



NA



NA


89,336 

59,280 

30,056 

1972


213,294 



NA



NA


213,294 

131,040 

82,254 

1973


1,668,764 



NA



NA


1,668,764 

730,631 

938,132 

1974


1,692,812 



NA



NA


1,692,812 

788,529 

904,283 

1975


277,235 



NA



NA


277,235 

138,419 

138,817 

1976


1,328,800 



NA



NA


1,328,800 

555,533 

773,267 

1977


1,359,844 



NA



NA


1,359,844 

591,918 

767,926 

1978


908,670 



NA



NA


908,670 

309,747 

598,923 

1979


1,893,262 



NA



NA


1,893,262 

604,627 

1,288,635 

1980


2,750,920 



NA



NA


2,750,920 

673,233 

2,077,687 

1981


1,950,928 



NA



NA


1,950,928 

665,097 

1,285,831 

1982


943,028 



NA



NA


943,028 

286,295 

656,733 

1983


1,727,486 



NA



NA


1,727,486 

395,619 

1,331,867 

1984


2,600,878 



NA



NA


2,600,878 

524,982 

2,075,896 

1985


5,782,548 



NA



NA


5,782,548 

882,472 

4,900,076 

1986


8,363,510 



NA



NA


8,363,510 

1,094,609 

7,268,900 

1987


8,335,676 



NA



NA


8,335,676 

920,077 

7,415,600 

1988


5,296,764 



NA



NA


5,296,764 

410,941 

4,885,823 

1989


6,034,951 



NA



NA


6,034,951 

148,663 

5,886,288 

1990


6,141,005 



6,763,874



8,255,933 


7,053,604 

0 

7,053,604 

1991


6,099,831 



6,836,782



7,860,597 


6,932,403 

0 

6,932,403 

1992


6,564,188 



6,914,527



6,702,663 


6,727,126 

0 

6,727,126 

1993


6,403,294 



6,989,140



6,641,217 


6,677,884 

0 

6,677,884 

1994


6,362,771 



7,058,101



6,363,068 


6,594,646 

0 

6,594,646 

1995


6,279,326 



7,125,233



6,064,303 


6,489,621 

0 

6,489,621 

1996


6,530,499 



7,190,986



5,959,551 


6,560,346 

0 

6,560,346 

1997


6,791,719 



7,260,236



5,890,000 


6,647,318 

0 

6,647,318 

1998


7,063,388 



7,329,516



5,890,000 


6,760,968 

0 

6,760,968 

1999


7,345,924 



7,399,458



5,890,000 


6,878,461 

0 

6,878,461 





















Subtotal 1990 - 1999
65,581,947 



70,867,854 



65,517,332 


67,322,378 





Total All Years










123,365,411 

11,724,073 

111,641,338 

Known Claims













      43,040,917 

IBNR

















      68,600,421 
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Selected Payment Pattern










Year
Percentage

Year
Percentage

Year
Percentage

10
3.40%

31
2.40%

52
0.60%

11
3.40%

32
2.30%

53
0.60%

12
3.40%

33
2.20%

54
0.50%

13
3.30%

34
2.10%

55
0.40%

14
3.30%

35
2.00%

56
0.40%

15
3.30%

36
1.90%

57
0.40%

16
3.30%

37
1.80%

58
0.30%

17
3.20%

38
1.70%

59
0.30%

18
3.20%

39
1.60%

60
0.20%

19
3.20%

40
1.50%

61
0.20%

20
3.10%

41
1.50%

62
0.20%

21
3.10%

42
1.40%

63
0.10%

22
3.00%

43
1.30%

64
0.10%

23
3.00%

44
1.20%

65
0.10%

24
2.90%

45
1.10%

66
0.10%

25
2.80%

46
1.00%

67
0.10%

26
2.80%

47
1.00%

68
0.10%

27
2.70%

48
0.90%

69
0.10%

28
2.60%

49
0.80%

70
0.10%

29
2.50%

50
0.70%

71
0.00%

30
2.50%

51
0.70%

72
0.00%
















Total
100.00%
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Estimated Payout of SIF Claim Liability














Accident

Calendar Year

Year

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

1950

           1,138 
           1,012 
              891 
              776 
              668 
              568 
              477 
              395 
              322 
              259 

1958

           1,851 
           1,808 
           1,760 
           1,709 
           1,655 
           1,597 
           1,535 
           1,470 
           1,401 
           1,328 

1959

           4,025 
           3,959 
           3,886 
           3,807 
           3,721 
           3,627 
           3,527 
           3,418 
           3,302 
           3,178 

1962

           2,003 
           1,950 
           1,894 
           1,834 
           1,769 
           1,701 
           1,629 
           1,552 
           1,472 
           1,387 

1963

           6,267 
           5,974 
           5,684 
           5,388 
           5,089 
           4,789 
           4,488 
           4,191 
           3,897 
           3,611 

1964

           6,487 
           6,350 
           6,199 
           6,036 
           5,858 
           5,666 
           5,461 
           5,242 
           5,010 
           4,766 

1965

           4,410 
           4,283 
           4,146 
           4,001 
           3,847 
           3,683 
           3,510 
           3,328 
           3,136 
           2,935 

1966

           2,297 
           2,209 
           2,115 
           2,015 
           1,910 
           1,800 
           1,685 
           1,566 
           1,444 
           1,321 

1967

         14,067 
         13,781 
         13,472 
         13,139 
         12,780 
         12,395 
         11,983 
         11,544 
         11,079 
         10,590 

1968

           9,743 
           9,371 
           8,979 
           8,567 
           8,138 
           7,695 
           7,242 
           6,784 
           6,326 
           5,871 

1969

         11,191 
         10,476 
           9,736 
           8,979 
           8,212 
           7,445 
           6,687 
           5,949 
           5,238 
           4,562 

1970

           9,449 
           9,273 
           9,082 
           8,876 
           8,654 
           8,413 
           8,153 
           7,875 
           7,580 
           7,268 

1971

           2,898 
           2,762 
           2,618 
           2,467 
           2,309 
           2,146 
           1,979 
           1,810 
           1,641 
           1,474 

1972

           7,146 
           6,871 
           6,579 
           6,270 
           5,943 
           5,600 
           5,243 
           4,872 
           4,493 
           4,110 

1973

         41,848 
         41,454 
         41,024 
         40,557 
         40,050 
         39,501 
         38,908 
         38,265 
         37,567 
         36,809 

1974

         45,962 
         44,852 
         43,680 
         42,447 
         41,154 
         39,806 
         38,407 
         36,965 
         35,487 
         33,983 

1975

           9,146 
           8,971 
           8,776 
           8,559 
           8,320 
           8,058 
           7,773 
           7,467 
           7,139 
           6,792 

1976

         34,983 
         34,487 
         33,951 
         33,373 
         32,750 
         32,081 
         31,366 
         30,604 
         29,798 
         28,949 

1977

         41,685 
         40,646 
         39,549 
         38,397 
         37,195 
         35,950 
         34,667 
         33,356 
         32,023 
         30,677 

1978

         25,719 
         25,522 
         25,306 
         25,067 
         24,803 
         24,510 
         24,187 
         23,829 
         23,434 
         23,001 

1979

         56,834 
         56,176 
         55,454 
         54,665 
         53,806 
         52,875 
         51,870 
         50,791 
         49,635 
         48,401 

1980

         78,215 
         77,680 
         77,095 
         76,450 
         75,739 
         74,952 
         74,082 
         73,121 
         72,064 
         70,906 

1981

         71,549 
         70,194 
         68,732 
         67,159 
         65,473 
         63,673 
         61,764 
         59,749 
         57,633 
         55,424 

1982

         35,425 
         34,679 
         33,887 
         33,050 
         32,171 
         31,251 
         30,295 
         29,308 
         28,295 
         27,261 

1983

         61,849 
         61,227 
         60,539 
         59,777 
         58,937 
         58,011 
         56,998 
         55,894 
         54,697 
         53,407 

1984

         92,521 
         90,714 
         88,784 
         86,733 
         84,567 
         82,295 
         79,929 
         77,485 
         74,980 
         72,433 

1985

      169,506 
      167,958 
      166,272 
      164,445 
      162,472 
      160,349 
      158,069 
      155,625 
      153,005 
      150,201 

1986

      263,927 
      261,010 
      257,867 
      254,484 
      250,847 
      246,942 
      242,758 
      238,286 
      233,520 
      228,460 

1987

      277,407 
      275,073 
      272,515 
      269,720 
      266,675 
      263,369 
      259,794 
      255,938 
      251,791 
      247,340 

1988

      168,715 
      167,545 
      166,259 
      164,844 
      163,286 
      161,575 
      159,699 
      157,653 
      155,431 
      153,029 

1989

      207,178 
      207,178 
      201,084 
      201,084 
      201,084 
      201,084 
      194,991 
      194,991 
      194,991 
      188,897 

1990

      239,823 
      239,823 
      239,823 
      232,769 
      232,769 
      232,769 
      232,769 
      225,715 
      225,715 
      225,715 

1991


      235,702 
      235,702 
      235,702 
      228,769 
      228,769 
      228,769 
      228,769 
      221,837 
      221,837 

1992



      228,722 
      228,722 
      228,722 
      221,995 
      221,995 
      221,995 
      221,995 
      215,268 

1993




      227,048 
      227,048 
      227,048 
      220,370 
      220,370 
      220,370 
      220,370 

1994





      224,218 
      224,218 
      224,218 
      217,623 
      217,623 
      217,623 

1995






      220,647 
      220,647 
      220,647 
      214,157 
      214,157 

1996







      223,052 
      223,052 
      223,052 
      216,491 

1997








      226,009 
      226,009 
      226,009 

1998









      229,873 
      229,873 

1999










      233,868 














Subtotal

   2,005,264 
   2,220,967 
   2,422,062 
   2,618,916 
   2,811,408 
   2,998,855 
   3,180,977 
   3,363,503 
   3,548,465 
   3,729,841 

Prosthetic Devices
      350,921 
      388,669 
      423,861 
      458,310 
      491,996 
      524,800 
      556,671 
      588,613 
      620,981 
      652,722 

Total

   2,356,185 
   2,609,636 
   2,845,923 
   3,077,226 
   3,303,404 
   3,523,654 
   3,737,647 
   3,952,116 
   4,169,447 
   4,382,563 
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Present Value Factors






Discount Factors

Accident
At Interest Rates of:

Year
5%
6%

1989
48.25%
43.44%

1990
49.27%
44.28%

1991
46.93%
41.78%

1992
44.69%
39.41%

1993
42.56%
37.18%

1994
40.54%
35.08%

1995
38.61%
33.09%

1996
36.77%
31.22%

1997
35.02%
29.45%

1998
33.35%
27.78%

1999
31.76%
26.21%
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Discounted Reserves













Discounted

Discounted

Accident

Indicated

Reserves

Reserves

Year

Reserves

At 5%

At 6%

1950

              7,274 

            5,876 

            5,658 

1958

            27,164 

          18,082 

          16,884 

1959

            69,407 

          43,749 

          40,530 

1962

            28,046 

          18,934 

          17,717 

1963

            80,586 

          54,044 

          50,600 

1964

            99,022 

          65,075 

          60,651 

1965

            58,891 

          40,314 

          37,803 

1966

            26,439 

          18,845 

          17,782 

1967

          230,730 

       146,994 

       136,441 

1968

          125,716 

          85,348 

          80,006 

1969

            98,799 

          74,923 

          71,396 

1970

          159,893 

       100,951 

          93,570 

1971

            30,056 

          21,981 

          20,825 

1972

            82,254 

          58,629 

          55,322 

1973

          938,132 

       533,201 

       487,002 

1974

          904,283 

       511,881 

       469,221 

1975

          138,817 

          91,918 

          85,736 

1976

          773,267 

       429,317 

       391,782 

1977

          767,926 

       454,715 

       418,517 

1978

          598,923 

       335,233 

       305,593 

1979

      1,288,635 

       712,173 

       649,438 

1980

      2,077,687 

    1,075,593 

       972,505 

1981

      1,285,831 

       786,821 

       726,502 

1982

          656,733 

       394,634 

       363,538 

1983

      1,331,867 

       767,036 

       702,115 

1984

      2,075,896 

    1,115,811 

    1,015,481 

1985

      4,900,076 

    2,318,114 

    2,091,946 

1986

      7,268,900 

    3,487,418 

    3,157,638 

1987

      7,415,600 

    3,768,066 

    3,408,360 

1988

      4,885,823 

    2,385,029 

    2,146,095 

1989

      5,886,288 

    2,840,240 

    2,556,899 

1990

      7,053,604 

    3,475,463 

    3,123,465 

1991

      6,932,403 

    3,253,090 

    2,896,033 

1992

      6,727,126 

    3,006,440 

    2,651,206 

1993

      6,677,884 

    2,842,317 

    2,482,829 

1994

      6,594,646 

    2,673,228 

    2,313,096 

1995

      6,489,621 

    2,505,385 

    2,147,413 

1996

      6,560,346 

    2,412,085 

    2,047,940 

1997

      6,647,318 

    2,327,679 

    1,957,632 

1998

      6,760,968 

    2,254,738 

    1,878,398 

1999

      6,878,461 

    2,184,687 

    1,802,869 









Total All Years
  111,641,338 

  49,696,058 

  43,954,434 

Known Claims
    43,040,917 

  22,915,076 

  20,808,350 

IBNR

    68,600,421 

  26,780,982 

  23,146,084 
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