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Safety in the Workplace

1 in 20 workers will be injured on the job within the
the next 12 months

A worker Is Injured every 19 seconds

80% of Americans will have a back injury requiring
medical attention

Slips, Trips and Falls account for 16% of disabling
Injury accidents

Overexertion 9 injuries brought on by excessive
pushing, pulling, holding, carrying or throwing of an
object ranks as the most expensive cause of accidents

with employers paying nearly $10 billion annually.
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Top 10 Workplace Injuries

Overexertion ($ Billion)

Falls on Same Level

Bodily Reaction
Falls to Lower Level
Struck by Object
Highway Incidents
Repetitive Motion
Struck Against Object

Caught in or
Compressed by Equipment

Assaults & Violent Acts

$0.5 1.1%

The 10 leading causes of serious workplace injuries account for 88.1% of the $48.6 billion cost of these
accidents in 2004.

Injuries caused from excessive lifting, pushing, pulling, holding, carrying or throwing of an object.
Injuries from bending, climbing, slipping or tripping without falling.
Injury sustained by being struck by an object, such as a tool falling from above.
Injuries due to repeated stress or strain.
Injury sustained by worker from striking himself against an object, such as walking into a door frame.
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Top Three Costs

Ovarexertion . .. 5. s i ddiidae o 27.9% $13.6
FallsonSame lLevel ................. 13.8% $6.7
BodilyReacHon: .. ... . i i iin on 9.6% $4.7
TOTALOF TOP.-THREE .. ... iciiini 51.3% $25.0
AAEORNOES: Ul s s L e 48.7% $23.6
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Why Are Hidden Costs Hidden?

Why Do Managers & Employees
Act The Way They Do?

V They understand production problems

V They understand quality problems

V They understand Cost/Profitability



Why Are Hidden Costs Hidden?

Why Do Managers & Employees
Act The Way They Do?

V They do not understand safety issues
unless someone is hurt or something Is
damaged

V If they do not understand safety issues
they can not justify any expense or

support beyond reaction to a single event
A EMC EN‘C'R



Why Are Hidden Costs Hidden?

V Employees - n Al | management ca
production and qualityo

V Management - AiObvi ously produc
guality are important to our surviving as a
company but the safety of our employees is
al ways number one on our



Why Are Hidden Costs Hidden?

V Unknown
VnWeoOve al ways dor
Vnltos HROs probl ¢

V Cost accounting methods

V Positive reinforcement
of negative acts



Traditional Hidden Costs

Accident investigation

Employee attitude

Employee fraud

Medical fraud

Product quality: internal & external
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Traditional Hidden Costs

vV Business reputation
V Fines: OSHA, etc.
V Productivity

V Retraining

V

Damaged merchandise or
production equipment

A EMC



But what about t he
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The human element

Product design

Growth in medical costs

The changing demographics
Litigation

Experience MOD accumulation
The 10% solution



The Human Element

V iNot i nvented hereo
V Doing nothing
VnWe tried It that way

et c. O
V Do-do occurs
Vnl ove done 1t t hat W a

wi t hout a probl emo
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Product Design: Life cycle costs

70 %

SHADOW?

20 %

Provided by Dave Alexander

AV EMC Insurar MDA ' Auburn & Associates EN\C



Costs Of Deferring The Consideration Of

nge during Build)

Stage of
Project

(Correct later)

Concept Blue Print Build Stage Do Nothing

'EMC nsurance Lompanies Provided by Dave Alexander EN‘C

Auburn & Associates



Growth In Medical Costs

The most pressing workerso c
today iIs increasing healthcare costs, which threaten state
wor kerso compensation systems

V Rapidly increasing medical costs are threatening to
overwhelm the state-based, employer-f unded, wor Kk
compensation system.

V Medical benefits now account for more than half (59%) of all
benefit costs I n workerso com

V Medical benefits are projected to account for 70% of all
benefit costs I n workerso com

V From 1991-1996, average medical benefits for lost-time

claims increased 4.1%. From 1997-2005, 9.5%.
A EMC EN‘C'R



Medical

Claim Cost
$000

é25 ( $24.6

Annual Change 1991i 1996: +4.1% $22.9

A | Ch 19971 2005: +9.5%

nnual Change i 0 o
$20 $19.2
$17.6
$16.4
$14.4

I $13.3

12.0
$11.1°

ga 9 $9.4°10 . "
: Cumulative Change =

+200%
(1993 -2006p)

91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 O06p

$10 $8.3 $8.4 $8.2

$5

Accident Year

2006p: Preliminary based on data valued as of 12/31/2006
1991-2005: Based on data through 12/31/2005, developed to ultimate
Based on the states where NCCI provides ratemaking services; Excludes the effects of deductible policies
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Wor ker so Compensat

Med Costs Share of Total Costs is Rising Steadily

2006p

Indemnity
41%

1986

Indemnity
52%

Indemnity
45%




Growth In Real Cost

OVerexertion .. oaic il an sl e e e s 11.3%
Falison Samelevel: . ... .. . o e, 31.5%
BodilyReaction ... . ... ... 0 iisiiiaiiidodaniiai 12.6%
Ealis to/lowertevel « ol il o e e e s 12.0%
SHHEk byObjact ..o o s i b e s 9.1%

'All cost comparisons are based on constant 1998 dollars.
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Growth In Real Cost

Iowa Workers Compensation
Medical Claim Cost Trends

Medical

Claim Cost (‘000s) Lost-Time Claims

20 - 8.0%
18 - ' 11.2% g
9.5%

16 1

14 A

12 1 15.0%

T T : T T 1

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Policy Year

Rased on data throuah 12/31/06, on-leveled and developed to ultimate @
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Wor ker s o0 donm@lain fereqyuency
004 Since 19C

Year over Year Change in Number of Lost-Time Claims

Percent
Change

2T 0.3 0.5

4 -2.3

6442 44 45 59 45 45 41 -39

84 -6.5 6.9 -6.6 6.8

-10 - -9.2
91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 O6p

Accident Year

1991-2005: Based on data through 12/31/2005, developed to ultimate. 2006p: Preliminary based on data valued as of 12/31/2006.
Based on the states where NCCI provides ratemaking services. Excludes the effects of deductible policies
Source: NCCl
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Wor ker s 0O
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Indemnity T .
Claim Cost (000s) Cost of Lost-Time Claims
Annual Change 19911 1996: +1.2% - 6$19.6
$19 T Annual Change 1997i 2005: +6.6% $17.7$18.07
$17 + $16.5916.9
$15.1
S151 $13.6
+ $12.4

513 $10.65114
$11 1999 $96 ggq $9.8 $10.0° _

$9 + ' Cumulative Change =

$7 +108.5%

(1993 -2006p)

$5
91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 0O6p

Accident Year
Source: NCCI 2005p: Preliminary based on data valued as of 12/31/2006
1991-2005: Based on data through 12/31/2005, developed to ultimate, from states where NCCI provides ratemaking services.
Excludes the effects of deductible policies
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Drivers of Indemnity Severity

V Projected wage increases in lowa
suggest upward pressure on
Indemnity severity in coming years

V Indemnity severity tends to
Increase with age
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WC Indemnity Severity

—&— Change in CPS Wage  -#- Change in Indemnity Cost per Lost-Time Claim

WC indemnity severity
IS once again outpacing

wage inflation

by
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2.4% 2 0%

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006p

2006p: Preliminary based on data valued as of 12/31/2006; 1991-2005: Based on data through 12/31/2005, developed to ultimate. Based on
the states where NCCI provides ratemaking services. Excludes the effects of deductible policies. CPS = Current Population Survey.
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Drivers of Medical Severity

V Ongoing Increases Iin medical
Inflation and utilization suggest
further upward pressure on medical
severity in lowa

V Medical severity increases with age



Drivers of Medical Severity

Average Paid + Case Medical Severities
Reported at 18 Months

$12,000
Average Annual Changes:
1991/92 to 1996/97 = 2%
$8,000 1996/97 to 2001/02 @

$10,000

$6,000

$4,000

$2,000

$0
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Accident Year

Source: NCCI (DCI Data) @
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Drivers of Medical Severity

Increases in Treatments Likely Explain
Increases in Severity

Percentage Increase in Severity by Diagnosis Code
Accident Years 2001/2002 Over 1996/1997

0% 40% 80% 120% 160%

SPRAIN OF KNEE & LEG NOS
SPRAIN SHOULDER/ARM NOS
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AMPUTATION FINGER
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INT DERANGEMENT KNEE NOS
LUMB DISC DIS W MYELOPAT
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TEAR MED MENISC KNEE-CUR
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Lost-Time Claims Closed Within 24 Months of Date of Injury
Source: NCClI
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Drivers of Medical Severity

V Ongoing increases in medical inflation and
utilization suggest further upward pressure
on medical severity in lowa

V Medical severity increases with age

NCCI 2007
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US Population: 2007 vs. 2025 Projection*

02007 E 2025
85 and over 5 334 8,011 There will be
. nearly as many
80 to 84 - 7,557 85+ people in
. | 2025 as there
12,268 -
75t0 79 7.361] are 70 -74
- today
16,047
70to 74 8.440)
19,647
65 to 69 10,721
21,128
60 to 64 14,269
0 4,000 8,000 12,000 16,000 20,000 24,000
Population in each age group (in thousands)
*Using the Census Bureauds Middle (i .e., mo

Source: National Projections Program, Population Division, U.S. Census Bureau
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Median Age in lowa
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Individual Capacities - Age

Percent of Population 65 Years or Older, 2000

State = +14.9%

20% or more

Office of Social and Economic Trend
Analysis, lowa State University, May
2004



Individual Capacities - Age

Population Distribution, lowa 1970

Male Female

80 to 84
/0to 74
60 to 64
50 to 54
40 to 44
30 to 34
20 to 24
10to 14

Oto4

175 150 125 100 /5 50 25 0O 25 50 75 100 125 150 175

Thousands

Office of Social and Economic Trend
Analysis, lowa State University, May
2004
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Individual Capacities - Age

Projected Population Distribution, lowa 2020

Male Female

80 to 84
70to 74
60 to 64
50 to 54
40 to 44
30to 34
2010 24
10 to 14

Oto4

175 150 125 100 75 50 25 O 25 50 75 100 125 150 175
Thousands

Office of Social and Economic Trend
Analysis, lowa State University, May
2004
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Affect of Age on Injuries
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