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INTRODUCTION

Section 155.19 of the Illinois Insurance Code requires the
Director of Insurance to release from time to time statistical
reports based on Medical Liability Claim reports filed with the
Department of Insurance. This reporting statute evolved in 1976
to assist the Department of Insurance in monitoring this very
volatile line of insurance and in heading off future market

problems or irregularities.

The following study is based on malpractice claims closed
in Illinois from January 1, 1980 through December 31, 1983. of
the 3,763 claims closed in this period and reported to the
Department, 1,218 had a loss payment and 2,545 d4id not.
"Indemnity Paid" refers to pure dollars of loss settlement,
while "Claim Expense Paid" means defense attorneys' fees and
miscellaneous loss adjustment expenses.

- The reporting form used by companies is included in
Appendix A. It is the same form utilized by the National
Association of Insurance Commissioners in their September, 1980
study of countrywide claims closed during the years 1975 through
1978. The majority of the graphs and charts presented here
closely parallel the material in the NAIC study. Direct
comparisons of the studies, however, should not be made. A
number of NAIC charts were compiled on an incident basis. That
is, if two or more physicians or nurses were named as defendants
as a result of one operation allegedly involving malpractice,
the entire incident was combined into a single claim count. 1In
the Illinois report all of the charts treat each defendant
separately and include only physicians and surgeons. Each claim
count, therefore, represents only one defendant doctor. We did
this, first, to keep the data base as uniform and as unbiased as
possible. Secondly, in assigning report and disposition dates
to an incident, we quite often had to decide between two or more
dates. The disposition is therefore tracked for each doctor.
Thirdly, since there were often two or more insurance companies
involved, it was possible that some claim reports stemming from
one incident were either short on information or not submitted
at all. A defendant doctor claim basis isolates the one area
with which there is most concern at the present time.

There are other differences between the Illinois and NAIC
studies. We did not collect any information on economic loss,
such as the injured person's medical expense, wage loss, and
other miscellaneous expense. The information collected was very
spotty, and since it is not necessarily a well-defined item
within a settlement, economic loss, both past and future,
becomes too nebulous to use.

The claim survey contained 27 different codes under the
category "Other Contributing to Injury" and 51 different codes
under the category "Associated Issues." There were a
significant number of claims where two or more codes were
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entered under one category oOr the other. In 1982, for example,
the 1,013 reported claim count would have been expanded to a
1,263 code count. The coding is subjective in the first place.
Capturing multiple codes tends to reinforce such subjectivity.
These categories were thus excluded from this report but will be
reviewed in some detail when a follow-up report is prepared in
the future.

The survey only includes claims involving physicians and
excludes hospital claims. The hospital claim data was not
included for several reasons. Hospital malpractice policies
account for less than 25% of the total written malpractice
premiums in Illinois. A large percentage of the hospitals are
either self insured or have coverage through surplus lines
writers and religious trusts. The Department only receives
closed claim reports from admitted insurance writers. Finally,
there were less than 500 closed claim reports filed with the
Department for 1980-83, which constituted too small a sample to
have meaning. .

Although closed claim data has been collected since 1977,
we did not include 1977-79 data because by statute, claims filed
with the company prior to 1977 did not have to be reported to
the Department. These first three years would therefore be
biased toward quickly settled claims. A big part of malpractice
insurance is the "tail" which only becomes evident four or more
years after an injury occurs. A further discussion of the
subject of late reported claims can be found in Appendix B.

In addition, the first nine graphs and charts show only
1980 through 1983 consolidated figures. Individual years are
not presented because of a lack of credibility. The three
closure years in the NAIC study produced 12,000 claims (closed
with and without payments) 1in 1975; 18,000 in 1976; 16,000 in
1977; and 17,000 in 1978, for a total of 62,097 claims. In
Illinois the highest number of closed claims reported to the
Department in any one year was only 1,375 in 1983, as shown in
Chart 10. Even on a combined four year basis the reported claim
count of 3,763 is often stretched so thin that extreme care must
be taken in drawing conclusions from these reports.

In the way of background, the Annual Statement Page 14 data
for Medical Malpractice is shown for 1978-1983 in Appendix B.
Prior to 1978 these direct figures did not show "incurred but
not reported” or late reported loss reserves and would therefore

not be appropriate to use.

This study is our first attempt at presenting malpractice
loss data as required by statute. We're hopeful that the
information will be of help to all those affected by the issue
of medical malpractice insurance. I1f any of the physicians,



attorneys, insurance companies, or consumers using this study
find a need for additional information as coded on the reporting
form or changes in the charts and graphs, they should contact
Robert Gossrow, Casualty Actuary, Illinois Department of
Insurance. Future studies can be modified accordingly.



1. TIME FROM INJURY TO REPORT

Charts 1A - 1C display the time patterns of injury
reporting, from the date of injury to the date that it was
reported to the insurance company.

Chart 1A lists the number of claims reported (claims closed
with and without loss payment), number of claims paid (claims
closed with loss payment), and the total indemnity paid in 6
month intervals, for minors (under 18) and all ages combined.
For example, of the claims reported 19 to 24 months after the
injury, 46 involved minors. Out of these, only 16 resulted in
any indemnity paid with the total amounting to $965,788. For
all ages including minors, 850 claims were initially reported
with 273 claims paying $20,008,572. Overall, minors accounted
for slightly over 10% of claims reported and paid.

Chart 1B reflects the same data stated in percentages. For
minors, 10.6% of all claims were reported 19-24 months after the
injury (46/430 from Chart 1A). Of the total number of paid
claims for minors, 9.8% were reported 19-24 months after the
injury (16/163), and eventually resulted in 4.6% of the total
indemnity paid. For claims reported 19-24 months after the
injury for all ages, the corresponding figures are 22.5%, 22.4%,

and 22.6%.

Chart 1C shows the cumulative percents. Interpretating the
same line, 19-24 months for minors, 54.4% of all claims were
reported within 24 months of the injury. The line 55-60 shows
that for minors, 88.1% of all claims were reported within 60
months of the injury. The same interpretation is used for the
other columns (e.g., for all ages, 66.8% of the total indemnity
paid resulted from claims reported within 24 months of the

injury).
Observations:

Chart 1A shows that over 11% (430/3763) of all claims
reported involved minors. This number includes 13% (163/1218)
of the paid claims involving 23% (20,659,416/88,157,167) of the
total indemnity paid. These percentages are probably
understated since 713 of the reported claims in the All Ages
category did not report any age. (This data is not available

from Charts 1A - 1C.)

By comparing the cumulative percents of claims reported and
claims paid in Chart 1C, it is apparent that there is little
variation in the development pattern of the two. Regardless of
age (minor or all ages) the cumulative percent of claims paid
never varies more than 5% from the claims reported.




Graph 1 illustrates that injuries involving minors show a
more prolonged reporting pattern than injuries involving all
ages. Of the total indemnity paid for all ages, 83.5% is
generated by claims reported within 36 months. Minors have a
comparable figure of 60.8%. The same general trend is true
concerning reported or paid claims. Using Chart 1C, 76.0% of
the claims involving minors were reported within 36 months
compared to 86.2% for all ages. The paid claim figures are
73.6% and 86.4% respectively. .

Charts 1A - 1C are for claims closed in a four year period.
These results may differ significantly from a study using claims
opened or reported in a four year period. This distinction
should be noted before any attempt is made to develop pricing or
reserving techniques.
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Graph 1
Time From Injury to Report
Claims Closed in 1988-83
L et ...

—— All Ages

~¢- Minors

Cumulative Percent of Total Indemnity Paid

T 1 T T 1 1 |
@ 12 24 3h 48 he 2 A4 96 108
months from injury to report

For example, claims raported within 36 months from injury accounted
for 83.5% of the total indemnity paid for all ages. For minors that
fiqure was only 6@, 8.
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2. TIME FROM REPORT TO DISPOSITION AND INJURY TO DISPOSITION

Charts 2A - 2C simultaneously display time patterns of
closed claims from injury and report dates. They also show how
variations in length of time relate to the amount of indemnity

and expense paid per claim.

Chart 2A lists the number of claims reported, number of
claims paid, total indemnity paid, and claim expense paid in six
month increments. The left half measures the time from the
report date to the date of disposition or closure, while the
other measures the time from the injury date to the closure
date. For example, there were 213 reported claims that were
closed 43 to 48 months after they were reported. One hundred of
these claims resulted in $6,263,657 indemnity paid. The total
claim expense for all 213 claims was $1,550,986. In addition,
Chart 2A shows that there were 437 reported claims that were
_closed 43 to 48 months after the injury occurred. The equality
of the corresponding totals emphasizes that both halves of the
chart are summarizing the identical data. :

Chart 2B shows the percentages. For example, 5.6%
(213/3,763 from Chart 2A) of the reported claims were closed
43-48 months after they were reported. Of the paid claims, 8.2%
(100/1218) had similar report to disposition times; 7.1% of the
total indemnity paid and 10.7% of the claim expense paid were
from claims in this interval. Of the total reported claims,
11.6% (437/3,763) were closed 43-48 months after the injury had

occurred.

Chart 2C shows the cumulative percents. For example, 86.7%
of all reported claims were closed within 48 months after they
were reported, while 52.5% of the reported claims were closed
within 48 months after the injury occurred.

Any time the term "Claims Reported" is used, it includes
both claims with indemnity paid and claims closed without

indemnity paid.
Observations:

In Chart 2C, the cumulative percents measured by report to
disposition are always greater than the corresponding injury to
disposition percents. This is true because the time from injury
to disposition is the sum of the injury to report time and the
report to disposition time. About 50% of all reported claims
were closed 24 months after they were reported, while it took
almost 48 months from injury to close 50%.

Graph 2 illustrates that large claims take longer to close
than small claims. For example, 80.2% of all claims paid were



1M

closed within 48 months of the report date. The graph shows
that the remaining 19.8% of paid claims accounted for 31% of the
total indemnity paid. Since less claims account for a higher
percent of the dollars, they must be larger. So because the
indemnity paid line is below the paid claim line, the larger
claims are toward the end of the graph. The graph also shows
. that the claims with higher expenses take longer.
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URY TO DISPOSITION

CHART 2B

TIME FROM REPORT TO DISPOSITION AND TIME FROM INJ
CLAIMS CLOSED IN 1980-83

INJURY. TO DISPOSITION

REPGRT TO DISPOSITION
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Graph 2
Time From Report to Disposition
Claims Ctosed in 1968-43

15

- - —— Paid Claims

.’, .................................................................................... ¢ Indemni tp Paid

Cumelabive Percent

/[ Y 4 J ........................................................................................ —— Claim Exponse Paid

48 bo
months from injury to disposition

For example, B8B.2%Z of all claims paid were closed within 48 months
of the roport date. These claims only accounted for 69.87 of the
total indemnity paid and 71.5Z of the claim expense paid.
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3. TIME BETWEEN INJURY, REPORT, AND DISPOSITION, BY SEVERITY

Chart 3 displays, by degree of severity of injury, the
average number of months between: (1) injury and report date;
(2) report and closure date; and (3) injury and closure date.
The three patterns are shown separately for claims with and

without indemnity paid.

For example, there were 644 closed claims with a severity
code of 5 (permanent minor). The 246 claims with indemnity paid
took an average of 28.4 months from injury date to report date
and 34.6 months from report to disposition (closure) date. This
totals to 63.0 months from injury to closure date. The 398
claims without payment took 54.4 months from injury to closure

date.

Observations:

There were twice as many claims closed without payment
(2,545) as were closed with payment (1,218). Claims with and
without payment had the same average report time (25.2 and 25.4
months), but once reported, claims that eventually ended in
payment took an average of 8.7 months longer to close (33.5 -

24.8 months).

Graph 3 shows that regardless of severity, claims with
payments had larger injury to closure times than claims without
payments. Permanent major severity claims took the longest time
to close with permanent grave being second. The lowest closure
time is exhibited by temporary insignificant claims. It is
interesting to note that overall average time from incident to

settlement is in excess of 4 years.
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: AMOUNT OF INDEMNITY PAID FOR EACH CLAIM

Chart 4 reflects the distribution of claims according to
size of loss and analyzes the relationship between indemnity and

expense.

For example, there were 41 claims reported with indemnity
paid of $5,000 to $5,999. The average time from injury to
report date for these 41 claims was 31 months and it took 57
months from injury to disposition (closure). These 41 claims
had an average indemnity paid of $5,036. Thirty six (36) of
these 41 claims had expenses paid that averaged $4,338. (This
means there were 5 claims with indemnity paid of $5,000 to
$5,999 that had no claim expense paid.) Of all claims reported,
75.0% were under $5,999 (including claims closed with 0
indemnity paid). Claims under $5,999 accounted for only 0.7% of
the total loss dollars paid.

It is important to note that the average indemnity column
is for reported claims. The total average indemnity of $23,427
includes the 2,545 that were closed without any payment. The
comparable average on a per paid claim basis would be $72,379.

Observations:

There were 874 (3,763 minus 2,889) reported claims that had
zero claim expense paid. The majority of these were claims that
were closed without any indemnity paid.

Two-thirds of all claims reported (2,545 or 68%) are closed
without any indemnity paid. On 1,817 of these claims, insurers
spent an average of $3,686 successfully defending the claim.

Large claims constitute the majority of the total indemnity
paid. Only 5.8% of all reported claims were over $100,000
(94.2% were below $99,999), but this 5.8% accounted for 73.8% of
the total indemnity paid. The 8 claims over $1,000,000
accounted for 15.8% of the total.

There is no readily identifiable pattern for average months
either from injury to report or from injury to disposition. It
does appear, however, that large claims take about the same time
to emerge or be reported as small claims. This might be related
to the Illinois statute of limitations. Also, as the average
loss increases so does the average claim expense. As is to be
expected, more attention is given the larger claims.
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5. AMOUNT OF COMBINED INDEMNITY AND CLAIM EXPENSE PAID

Chart 5 determines the distribution of claim costs, which
is the sum of indemnity paid and claim expense paid on behalf of
a defendant. Plaintiffs' expenses and expenses which could not
be allocated to a particular defendant are excluded.

For example, there were 51 reported claims with a claim
cost of $8,000-8,999. These claims had an average indemnity
paid of $3,010 per reported claim and an average claim expense
of $5,473 per reported claim. The average includes 24 claims
which had zero indemnity paid (51 reported claims minus 27 paid
claims) and just an expense of $8,000-8,999; and some claims
with an indemnity paid of $8,000-8,999 and zero claim expense
paid. Notice that the sum of average indemnity and expense
always falls in the proper range. Of all reported claims, 71.5%
have a claim cost of less than $8,999. These claims account for
only 0.9% of the total indemnity paid.

Observations:

Over one half (53.1%) of the reported claims are closed
with a total claim cost of under $2,999. Of these, 728 claims
are closed without any indemnity or expense paid. In contrast,
claims with a total claim cost over $50,000 constitute only
11.2% (100~-88.8) of the reported claims, but 88.3% of the

indemnity paid.
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6. AGE OF INJURED PERSON AND SEVERITY OF INJURY

Chart 6 shows the distribution of claims by severity and
age at injury. The chart divided age into: (1) under 18 at
time of injury; (2) over 18 at time of injury; and (3) age not
coded. It then gives the total for all ages including claims
with no age coded. Only claims closed with an indemnity paid
are included, contrary to the use of both paid and reported
claims in Chart 3.

For example, there were 8 paid claims with a severity of
temporary major that involved minors (under age 18). These
claims had an average indemnity paid of $71,625. Adults (18 and
over) had 99 claims with an average of $38,098 indemnity paid
for the same severity. There were 124 total paid claims with
severity 4 including 17 claims that did not have a code age.

It is important to remember that this chart only includes
paid claims. Claims closed without payment are excluded.

Observations:

A total of 13.4% (163/1,218) of all claims involved minors,
while 67.6% (823/1,218) invelved adults. There are 232 claims
or 19% without any age code. On the total, minors claims had a
higher average indemnity paid than adult claims, $126,745 versus

$72,637.

Graph 6A shows that regardless of age, paid claims with
permanent major or permanent grave severities had the highest
average indemnity. . As a general rule the average indemnity
increases with the severity, except for death. Death claims are
much less than permanent major or grave.

Graph 6B shows that minors have relatively more claims in
the high severity codes. A total of 16% (26/163) of all paid
claims involving minors result in a permanent grave injury,
while only 3% (25/823) of the adult claims do. One reason for
the difference in death claim percentages for minors versus
adults is infant mortality.
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Graph bA - Average Indemnity Paid
fAge of Injured Person and Severity of Injury
Only Faid Claims Closed in 1988-83
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7. DISPOSITION OF CLAIMS

Chart 7 summarizes the reported method used for closure or
disposition. The table shows many statistics such as average
time from report to disposition and average indemnity. It is
divided into two sections: <claims closed in favor of the
plaintiff (claims closed with indemnity paid); and claims closed
in favor of the defendant (claims closed without indemnity
payment). Each claim can be closed in two main ways: by
settlement by parties; or by court disposition. Each category
has 9 specific codes for disposition. If a claim did not have
these fields coded, it was termed "Unspecified.” 1If a claim had
a sequence of codes that did not make sense, it was termed
"Coding Errors." For example, if a claim said it was closed by
court disposition, but still had a code for settlement by
parties, it was termed a "Coding Error."

For example, 49 claims were settled by parties 1n favor of
the plaintiff during trial or hearing.

These 49 claims represented 4.0% of the total 1,218 claims
and 5.5% of the total indemnity paid for claims closed in favor
of the plaintiff. They had an average time from report to close
(disposition) of 41 months, average severity code of 6, and an
average indemnity of $99,108. Forty seven (47) of the 49 claims
had claim expense paid with an average of $12,444. Twenty seven
(27) of the 49 claims were settled by parties, but also had a
court disposition code.

Observations:

Almost all claims closed in favor of the plaintiff were
settled by parties (95.7%). One fourth (303) of these 1,166
claims had some form of court involvement but the final report
was closed by settlement by parties. A total of 90% of the
claims were settled before filing suit or before the hearing.
These 1,102 (135 + 967) claims involved most (85.6%) of the
total indemnity paid. Only 3 out of 1,218 claims were reported
to be closed by court disposition.

Less than half (43.5%) of the claims closed in favor of the
defendant were settled by parties. One fourth (283) of these
;109 claims had some form of court involvement but the final
closure was by settlement by parties. A total of 20.4% of the
claims were decided by court disposition. Over one third
(35.9%) of the claims were either "unspecified" or "coding
errors.” All claims closed in favor of the defendant had zero
indemnity paid.

Two thirds (2,545 vs 3,763) of all claims reported were
closed in favor of the defendant. If a claim was closed by
court disposition it almost always was in favor of the defendant



29

£0¢ £€62°1L 2Lo‘1 6L€°2¢ %Z0°001 S He Z0°001 8121 viol
$340) (92+62) aIvd dx3 (£2+22) NI 101 (42-vo02) SWIVID SWIVI1D
1d4n003 HIIM aivd H1IM SWIV1D WIVIO Q4lvd 40 A3S SIA/d3y 40 40 (vi2sd02/4902)
SWIVID dX3 AV 40 AIDWNN d43d dNI >< 1N32¥3d AV HINOW AY 1N3J¥3d JITWNN NOI1ISO0dSIa
||||||||||||||| tlllllllllllllll||||||||||o|ll|||.monhHmommHQ WIVID qIivd IVIOL=WIV1D e e e s O
: B8I6‘HT €€ 0%GLoHT %0°9 9 SH %62 9¢ iviol
$34a09 (92+62) aivd dx3 (€2+22) NI 101 (42-v02) SWIVI1D SWIV1D
1dN02 HiIIM arvd HL1IM SWIVID WIVID qivd 40 A3JS SIdsd3y 40 40 (VIZ2rsd02s4902)
SWIV1d dX3 AV 40 ¥3UNN ¥3d ONI AV IN3O¥3d AV HINOW AV 1N3D¥3d  ¥3aunn NOI1IS0dSIQ
llllllllllllllllllllllll I e S [ D ONIQ02=WIV1D T T T T T T T T T T T e e e e e e e
) LL8°L [ 660‘H8 %21 A A %“0°1 €1 V101
$34092 (92+62) QIvVd dX3 (g€2+22) aNI 101 (d2-v02) SWIVID SWIV1D
13002 H1IM aivd HLIM SWIVID  WIV1) QIvd 40 A3S S10/d3¥ 10 40 (V12/202/402)
SWIVI1D dX3 AV 40 J39UWNN d3d ANI AV 1N3233d AV HINOW AV 1N3I¥3d dIGWNN NOILISOdSIa
||||||||||||||||||||||||||||||||||||||||||||||||||| d3IJdID3dSNN NOTL1ISOdSIG=WIVID T T T T T T T T T T e e e e e e e e e e
: TR ¢ £EEEET %50 9 og %20 ¢ W10l
) LS%°1¢ < EEECCT %90 9 0¢ %20 € 44ILINIVId 304 IN3W3Iodnr (Q)
$3009 (92+62) aivd 4x3 (€£2+22) aNI 101 (42-v02) SWIVID SWIVID
134102 H1IM aivd H1IM SWIViD WIVID aIvd 30 A3S SIdsd34 40 40 (V12/302/802)
SWIVID dX3 AV mo d3GWNN 434 ANI AV IN3JIYI4 AV HINOW AV 1N33d3d AFGUWNN NOI1IS0dSIa
llllllllllllllllllllllllllllllllllllllllllllllllllllll NOTL1ISOdSIA L1dN02=WIY1D T T T T T T T T T S T e e e e e
€0¢ 1€6°9 L20°1 142469 %2726 S [9Y %L 66 991°“1 v1i04
: LY RN} T 000°0G %070 9 LL %0°0 1 V34V ¥314Y  (2)
) 862G £ 88T“0T1 %“0°0 Y 0¢ %Z£°0 b TV3IddVY ONT NG (9)
9 ST 28 L 158901 %80 G 69 %50 L 1V3ddY 340439 (NG NOISIIAA ¥3LdV (&)
I 1€€p2 ¢ 0062 %“0°0 8 6¢ %20 £ NOISIJ3d 3¥0339 ONTAVIH/IVINL ¥31dy (%)
L2 bhy 21 Ly 80166 %66 9 b %0 h (1] ONIJVIH A0 IVIAL ONIN¥NG (€)
LS¢ £€9°9 926 b9¢qL %9°2¢% 9 9¢ “E6L L96 ONIYVIH ¥0 IvI¥L 3304389 (2)
2l 1691 0b 8861 %Z0°¢ b 0T %“0° 11 G¢1 ONTHVIH A0 LINS ONITIS 340438 (1)
$3d02 (92+62) aIivd 4x3 (€2422) aNI 101} (42-v02) SWIVID SWIVID
LaNQd HLIIM aivd HL1IM SWIVID WIV1d divd 40 A3S SIdrsd3y 40 40 (V12/3027802)
SWIVID dX3 AV 40 d3IGWNN d43d ANI AV 1N3D¥3d AV HINOW AV IN3D¥3d4 mmmuﬁz NOILISOdSIQ
..................... X a

S3T1AVd A€ INIWITLLIS-WIVID

C(LIN3WAVd HLIIM @35013 SWIVID A1NO) d41INIVId 40 d0AVS

£8-0861 NI 435012 SWIVID
WIVIJ 40 NOILISOdSIa
L 1dVHD



28

(521 vs 3). Claims in favor of the plaintiff took longer from
report to close (34 vs 25 months) and cost insurers almost twice
as much in expenses ($7,253 vs $3,686). A total of 88% of
plaintiff claims involved claims expenses, while 71% of

defendant claims involved such.
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8. PROFESSIONS BY SPECIALTY CODE

Chart 8 displays the distribution of paid claims by the
various specialties of the doctors. The specialty code is
defined by the Insurance Services Office.

For example, Pediatrics No Surgery (code 80267) had 30
claims closed with payment. They constituted 2.4% of the total
number of claims and 2.5% of the total indemnity paid. They
were reported on the average of 50 months after the injury and

.were closed 84 months after the injury. They had an average
indemnity of $73,339. Twenty three (23) out of these 30 claims
had expenses paid with an average of $9,291. The 30 claims had
an average severity code of 6.

The Total Line is the total for all specialties, not just
~the 25 largest listed.

Only claims closed with indemnity paid are included. All
claims closed without payment are excluded.

Observations:

Doctors with specialty codes Surgery General, Surgery
Orthopedic, and Surgery Obstetric Gynecology had the highest
number of paid claims. The top 25 specialties accounted for 85%
of all paid claims and 84% of the total indemnity paid. There
are over 120 doctor specialty codes in total.

Anesthesiology had the shortest report time (11 months) and
closure time (39 months). Pediatrics No Surgery had the longest
(50 and 84 months). Both varied far from the averages of 25 and

59 months.

Anesthesiology ($152,879) and Neurology Surgery Including
Children ($148,331) were both over double the average indemnity
paid of $72,383. Opthamology Surgery ($24,495), Orthopedic No
Spinal Surgery ($27,708), and General Practice No Surgery
($27,739) had the smallest average indemnities.

Orthopedics No Spinal Surgery ($3,892), Plastic Surgery
($4,423), and Family Practice No Surgery ($4,610) were well
below the average claim expense paid of $7,254. Neurology
Surgery Including Children ($10,060) had the highest average

expenses.

Fourteen (14) claims did not have any specialty code but
accounted for 4.7% of the indemnity paid. This group also had
the highest average indemnity paid and the second highest
average claim expense paid.
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9. SEVERITY OF INJURY

Charts 9A and 9B display the distribution of claims by
severity. Chart 9A is made up of claims closed with payment,
while Chart 9B shows claims closed without payment. These
charts differ from previous severity exhibits in that claim

expense has been added.

For example, the 275 death claims closed with payment
represented 22.5% of the total number of paid claims and 24.6%
of the total indemnity paid. They took an average of 58.2
months from injury to closure and had an average indemnity of
$79,057. A total of 251 out of the 275 claims had expenses

paid, with an average $8,402.

Observations:

Charts 92 and 9B show that generally the higher the
severity, the more total indemnity paid with death claims
accounting for the highest amount. The same was true with
average claim expenses, but with the exception that death claims
had close to average expense. Average claim expense on the
claims with payments ($7,253) was almost twice the expense of
claims without payments ($3,686).

Graph 9 shows the distribution of reported claims by
severity for claims closed with and without payment. The death
claims accounted for 22.5% of all paid claims. A close second
were permanent minor claims. The paid claims with the highest
average indemnity, permanent grave and permanent major, had very
low incidence rates.
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10. YEARLY COMPARISON

The Yearly Comparison segregates the total data into its
closure years. By studying this chart, any basic trends can be

observed.

For example, in 1980 there were 630 claims reported. Of
these, 243 claims had a total indemnity of $10,755,167. The
average indemnity for the 243 paid claims was $44,260. The
average indemnity of the 630 reported claims was $17,072. A
total of 433 of the 630 reported claims had claim expenses.
These 433 claims had a total expense of $1,969,515. The average
expense for these 433 claims was $4,549. The average expense
for the 630 reported claims was $3,846.

~ The term "Reported Claims" includes claims closed with
indemnity paid and without indemnity paid.

Observations:

The number of closed claims reported to the Department more
than doubled from 1980 (630) to 1983 (1,375). The total
indemnity paid tripled from $10,755,167 in 1980 to $31,792,181
in 1983. The average indemnity per paid claim almost doubled
from 1980 ($44,260) to 1983 ($86,392). The total expenses paid
increased 274% from 1980 to 1983 ($1,969,515 to $5,408,162).

The percentage of paid claims to reported claims dropped
from 39% in 1980 (243/630) to 27% in 1983 (368/1,375). This
means that there was a higher percent of claims closed without
payment in 1983 than in 1980.

It is speculated that the increased workload due to a rise
in filed claims might have slowed the closing of files, which in
turn would make the 1983 data understated. This would explain
any questionable trends in comparing 1982 to 1983. For this
fact, it is important not to use the 1983 data for any specific
yearly comparisons or to think that it depicts any future

trends.

The total indemnity paid in Chart 10 does not correspond to
the losses paid in Appendix B. Chart 10 is closed claim data
submitted by insurance company claim departments, while Appendix
B is financial data from the annual statements. Chart 10 is for
closed claims involving physicians only (no hospital claims) and
Appendix B is for all medical malpractice claims. By statute,
claims filed with the insurance companies before 1977 do not
have to be reported to the Department. The annual statement
data includes all claims regardless of time of filing. Also,
there is an inherent lag time from when insurance companies
closed claims and when the Department receives the closed claim
report. For these reasons, Chart 10 differs from Appendix B.
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APPENDIX A 40
NAIC MEDICAL PROFESSIONAL LIABILITY INSURANCE UNIFORM CLAIMS REPORT

Report each claim closed on or after July 1, 1976. Submit a report for each defendant insured by filing insurer, including claims closed without payment.
Complete all blocks on the form. If information is unknown, enter *'UNK,” if not applicable, enter *NA." When an jtem calls for a dollar amount and no
amount is involved, enter O in the space after the $ sign. When you prepare a report on  a reopened case on which a previous report has been made, mark
*“Previously Reported” at the top of the report. Record all amounts in whole dollars only, all dates as MM YY and all ages (on date of occurrence) as YY.

1b.  Claim file identification

la. Name of insurer

2a.  Date of injury 2b.  Date reported to insurer 2c.  Date reopened

3a.  lInsured's name 3b.  Age 3c.  City 3d.  State 3e.  Zip

4a.  Profession or business (CODE) 4b.  Speciaity (CODE) 4c.  Type of practice (CODE)

5a.  Board certification (CODE) S5b.  Foreign medical graduate? 5c.  Country

6a. Place where injury occurred (CODE) ’ 6b.  City 6c¢. State 6d. Zip

7a.  Name of institution (if injury occurred in institution) 7b.  Location in institution (CODE) 7c. Hospital identification (Leave Blank)

8a.  Injured person’s name 8b. Age 8c. Sex

9a.  Total defendants involved in claim 9b.  Derivative claim (CODE)

10.  Amount of reserve for indemnity if still outstanding $ 11.  Amount of reserve for expense if still outstanding $

12a. Plaintiff attorney’s name 12b. City 12c. State 12d. Zip

13.  Describe action which caused claim to be made (Leave Blank)
14a,
14b.

14a. Final diagnosis for which treatment was sought or rendered (patient’s actual condition) 15.

14l Describe misdiagnosis made, if any, of patient’s acrual condition 15.

15. Operation, diagnostic or treatment procedure causing the injury 16a.

16a. Describe principal injury giving rise to the claim 16a.

16b.  Severity of injury (CODE)

17a.  Misadventures in procedures (CODE) 17b. Misadventures in diagnosis (CODE)

18a.  Others contributing to injury (CODF) 18b. Associated issues (CODE) 18¢c. Coverage (CODE)

19 Companion claim file identification

1. 2. 3. 4.

20a. Date of this payment or closure 20b. Claim disposition (CODE) 20c. Settlement (CODE)

21la. Court (CODE) 21b. Binding arbitration (CODE) 21c. Review panel (CODE)

22.  Indemnity paid by you on behalf of this defendant s

23, Otherindemnity paid by or on behalf of this defendant s D D E D

24.  Indemnity paid by all paruies (for all defendants) s

25. Loss adjustment expense paid to defense counsel $

26.  All other allocated loss adjustment expense paid by vou 3

27.  Injured person’s incurred medical expense $

28.  Injured person’s anticipated future medical expense $

29, Injured person’s incurred wage loss $

30.  Injured person’s anticipated wage loss $

31 injured person’s other expense s

32, Total amount allocated for future periodic payments (for all defendants) $

Contact Person and Telephone Number

Address

Person Responsible for Report



4b.

5a.
5b,

5c.
6a.

9a.
9b.

14a.

15.

16a.
16b.

17a.

17b.

18a.

18b.

18c.

20b.
20c.

2la.

2lc.
23,
25.
26.
28.
30.
32.
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NAIC MEDICAL PROFESSIONAL LIABILITY INSURANCE UNIFORM CLAIMS REPORT INSTRUCTIONS

Profession or Business Code: 1) physicians and surgeons, 2) hospitals, 3) other medical professionals, 4) other health care facilities. (When 3 is entered,

specify type of professional in addition.)

Specialty Code: (five digits) from ISO Common Statistical Base classifications.
Type of Practice Code: 1) institutional (academic), 2) professional corporation or partnership (group), 3) sclf-cmployed, 4) employed physician, 5)

employed nurse, 6) all other employees, 7) intern or resident.
Enter appropriate code if insured physician is Board Certified in 1) specialty coded in 4b, 2) a different specialty, 3) both specialty coded in 4b and

another specialty 4) insured physician is not board-certified. If 2 or 3 is entered, also enter the additional specialty code (5 digits) in this line.
Indicate yes or no if insured phyvsician is a Foreign Medical Graduate.

Enter Country in which primary medical education was received if other than U.S.
Enter the appropriate code of the Place Where the principal Injury Occurred: 1) hospital inpatient facility, 2) emergency room, 3) hospital outpatient
facility, 4) nursing home, 5) physician’s office, 6) patient’s home, 7) other outpatient facility, 8) other. Use only one code. If code 8, other, is used enter

description of the place.

Enter appropriate code if Location of Institutional Injury was: 1) patient’s room, 2) labor and delivery room, 3) operating suite, 4) recovery room, §)
critical care unit, 6) special procedure room, 7) nursery, 8) radiology, 9) physical therapy department.

Enter the Total Number of Defendants (persons and institutions other than John Does) Involved in Claim.

Enter the appropriate code(s) if a Derivative Claim (on behalf of someone other than the medically injured) was made by: 1) spouse, 2) children, 3)

parent, 4) personal representative.
Use nomenclature and/or descriptions to enter the Final Diagnosis for which Treatment was Sought or Rendered (actual abnormal condition), and also

14b. the Misdiagnosis, if any, of the Patient’s Actual Condition,
Use nomenclature and/or descriptions of the procedure used. Include method of anesthesia, or name of drug used for treatment, with detail of

administration.
Use nomenclature and/or descriptions of the injury. Include type of adverse effect from drugs where applicable.
Enter one digit code for Severity of Injury from scale provided below. Enter the code for the most serious injury if several are involved.

- Severity of Injury Scale Examples
1) Emotional only Fright, no physical damage.
2) Insignificant Lacerations, contusions, minor scars, rash. No delay.
Temporary 3) Minor Infections, misset fracture, fall in hospital. Recovery delayed.
4) Major Burns, surgical material left, drug side effect, brain damage. Recovery delayed.
5) Minor Loss of fingers, loss or damage to organs. includes nondisabling injuries.
Permanent 6) Significant Deafness, loss of limb, loss of eyc, loss of one kidney or lung.
7) Major Paraplegia, blindness, .loss of two limbs, brain damage.
8) Grave Quadraplegia, severe brain damage, lifelong care or fatal prognosis.
9) Death

Enter the appropriate Misadventure Code(s) if the Procedure was: 1) not adequately indicated, 2) contraindicated, 3) there was a more appropriate
alternative, 4) delayed, 5) improperly performed, 6) not performed, 7) occasioned by misdiagnosis, 8) inadequate assessment, 9) mis-identification of the
patient, 10) delay in notifying physician, 11) failure to notice an improper order, 12) failure to obtain a proper order, 13) failure to instruct patient.
Enter the appropriate code if the following Misadventures in Diagnosis caused or aggravated the injury: 1) delay in diagnosis, 2) misdiagnosis of the
abnormal condition, 3) misdiagnosis in the absence of an abnormal condition.

Enter the appropriate code(s) if any Other person(s) caused or Contributed to the Injury: 1) attending physician, 2) house staff, 3) consultant, 4) nurse
R.N., 5) nurse L.P.N. or L.V.N., 6) aide, 7) orderly, 8) pharmacist, 9) radiologist, 10) radiology technician, 11) anesthesiologist, 12) anesthetist, 13)
pathologist, 14) laboratary technician, 15) physician’s assistant, 16) O.R. technician, 17) physical therapist, 18) inhalation therapist, 19) other therapists,
20) other technicians, 21) dietitian, 22) maintenance personnel, 23) engineer, 24) administrator, 25) other personnel, 26) patient, 27) another patient.
Enter the appropriate code(s) if one or mare of the following factors were Associated Issues in the claim: 1) abandonment, 2) premature discharge from
insttution, 3) false imprisonment, 4) lack or delay of consultation, 5) lack of supervision, 6) breach of confidentiality, 7) failure to prevent an abnormal
condition, 8) failure to accomplish intended result, 9) failure to conform with regulation or statutory rule, 10) lack of adequate facilities or equipment,
11) laboratory error, 12) pharmacy error, 13) products liability, 14) failure to timely disclose, 15) failure to provide warning instructions, 16) lack of
consent from proper person, 17) inadequate information for informed consent, 18) procedure exceeded consensual understanding, 19) breach of
contract, 20) warranty, 21) assault and battery, 22) res ipsa loquitur, 23) emergency equipment, 24) cooling devices, 25) heating devices, 26) cautery
equipment, 27) x-ray equipment, 28) radiation therapy equipment, 29) traction equipment, 30) anesthesia equipment, 31) operative equipment,
32) surgical instruments and materials, 33)food preparation equipment, 34) laboratory equipment, 35) laboratory mislabeling, 36) laboratory
computation error, 37) inadequate laboratory specimen, 38)lost laboratory specimen, 39) laboratory interpretation, 40) laboratory reporting error,
41) laboratory delay in reporting, 42) sterilization of equipment, 43) skin preparation, 44) aseptic technique, 45) isolation for infection control,
46) records, 47) billing and collection, 48) inter-professional relations, 49) vicarious liability, 50) statute of limitations, 51) punitive damages.

Enter the appropriate Coverage Code for the type of policy covering the claim: 1) policy covers all claims made during the term of the policy, 2) policy
covers all claims made during the policy term for events which occurred during a designated previous policy term, 3) policy covers all claims whenever
presented for events which occur during the policy term.

Enter final method of Claim Disposition: 1) settled by parties, 2) disposed of by a court, 3) disposed of by binding arbitration.

If settled by agreement of parties, enter appropriate Settlement Code: 1) before filing suit or demanding hearing, 2) before trial or hearing, 3) during trial
or hearing, 4) after trial or hearing, but before judgment or decision (award), 5) after judgment or decision, but before appeal, 6) during appeal, 7) after
appeal, 8) claim or suit abandoned. 9) during review panel or non-binding arbitration .

Enter the appropriate Court Code: 0) no court proceedings, 1) directed verdict for plaintiff, 2) directed verdict for defendant, 3) judgment
notwithstanding the verdict for the plaintiff, 4) judgment notwithstanding the verdict for the defendant, 5) judgment for the plaintiff, 6) judgment for
the defendant. 7) for plaintiff after appeal, 8) for defendant after appeal, 9) all other.

Enter appropriate Binding Arbitration Code: 0) claim not subject to arbitration, 1) claim subject to arbitration, but previously coded disposition reached
in lieu of award, 2) award for plaintiff, 3) award for defendant.

If a review panel of non-binding arbitration was used in disposition, enter appropriate code: 1) finding for plaintiff, 2) finding for defendant.

Mark appropriate box if this amount was a deductible paid by the insured or indemnity paid under an excess limits policy by another insurer.

Enter fees paid to your defense counsel for this defendant.

Enter filing fees, telephone charges, photocopy fees, expenses of defense counsel, etc.

Enter best estimate of future medical expense if it appears the claimant will incur expenses in the future.

Enter best estimate of future wage loss if it appears the claimant will incur wage loss in the furture.

If a reserve, annuity, trust tund or similar mechanism was established to provide future periodic payments, enter total amount thereof.
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APPENDIX B

A major portion of losses incurred for the medical
malpractice line of insurance stems from reserves for pending
and not yet reported (IBNR) claims. For example, the incurred
losses for 1982 were $196,873,914., Of this, only $59,389,369
was actually paid out in 1982. The loss reserve at year end
1982 for both pending and not yet reported claims was
$619,452,987. The comparable reserve at year end 1981 was
$481,968,442. Therefore, the reserve change incurred in 1982
was $137,484,545. This reserve change of $137,484,545 added to
the paid losses of $59,389,369 produced a total incurred figure

of $196,873,914.

This relationship between paid losses and incurred losses
is further illustrated using annual statement data for the major
malpractice insurance company covering doctors. The following
chart shows the number of claims paid during the last three

calendar years. It also shows the number of claims still

pending as of December 31 of each year. The pending. count does
not include IBNR claims not yet reported. :

Claims Reported Claims Pending
-Paid @ 12/31
1981 : 135 3,899
1982 193 5,022
1983 212 6,337
Total 540 NA

Only 540 claims with loss payments were processed. Without
even considering not yet reported claims, over 10 times that
amount or 6,337 claims were still pending at last report. This
is the source of the "tail" of medical malpractice insurance.
It takes an extensive period of time both for the emergence of a
claim and for its disposition. At any given point in time,
especially with companies new in the business, the "tail" thus
wags the "dog."

Calendar Year losses are strongly affected by old losses
settled by companies that are no longer active in the business
of writing malpractice insurance. They report large losses with
almost no premium income. Following are examples:

1982

Written Paid

Premiums Losses
Co. A $476,000 $8,703,000
B 0 7,260,000
C 0 2,725,000
D 0 1,040,000
Total $476,000 $19,728,000

This is a good illustration of the "tail" concept.



Year

1978
1979
1980
1981
1982
*1983

* {1983

Fremiums
Written

108,867,585
& Q2,776,647
$100,226,921
$100, 068, 605
$109,650,876
$118,720,000

ig preliminary

AFFENDIX R
MEDICAL MALFRACTICE ANNUAL STATEMENT DATA (FAGE 14)
ILLINOIS DIRECT BRUSINESS ONLY

TOTAL ALL COMFANIES

Fremiums
Earned

$106,684,650
¢ 97,489,450
$ 97,303,261
$ 99.006,466
$106,583, 712
$112,620,000

data.

lLosses
Faid

$19,361, 046
$16,83%,920
$25,856, 858
45,292,990
$59,389,346¢
$70,340,000

lLosses
Incurred

$ B4,514,283
$ 921,109,064
$102,461,279
$130, 441,334
$196,873,914
$150, 246,000

Incurred
Loss
Ratio

792
. 735
1.053
1.317
1.847
1.334
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