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BW(C'’s Individual Case Reserving System

What is a reserve?

A reserve is an estimate of the future cost of a claim at
a specific point in time. MIRA is an acronym for Micro
Insurance Reserving Analysis.

BWoC'’s reserving system evaluates each individual workers’
compensation claim to determine the estimated future
cost of the claim periodically. BWC then uses this estimate
in the employer’s claims history (experience) once a year
to establish the employer’s experience modification.
Accurate claims reserves are an important component
for developing accurate statewide manual classification
base rates and expected loss rates.

MIRA Il estimates the incurred claim cost, which is the
estimated value of all claim payments through completion
of the claim award.The claim reserve is calculated as the
incurred claim cost minus the claim payments to date.

During the life of the claim, the incurred claim cost (and
resulting reserve) estimation may change based on
the activity within the claim. For example, an incurred
claim cost estimation will change if a claim award status
changes from temporary total disability claim (TTD) to
permanent total disability claim (PTD). The reserving
system continually looks for any changes in the claim’s
data. It will re-estimate the incurred claim cost, when
appropriate. Whether the estimated incurred cost and
reserve increases or decreases depends on what specific
claim data elements change.

Benefits of using MIRA

o Uses individual claim characteristics with its
associated cost patterns

o Uses cost patterns based on BWC and Ohio
specific data

o Allows for development of fair and equitable
premium rates

o Improves claims management by recognizing
severity of claims early

o Provides an early look at the long-term potential
cost of a claim for early intervention

MIRA 1l provides BWC with a method of setting individual
claims reserves for each employer. This, in turn, helps
BWC to set rates, at the statewide level, the manual
classification level and the employer level.

The MIRA Il system allows employers to better understand
and view the factors that influence their particular
incurred cost and reserve estimates. This leads to greater
understanding of the claim and what BWC expects to pay
on the claim in the future.

Here are some important features of MIRA Il

o It sets reserves on claims individually.

o ltuses BWC’'s voluminous claim history to develop
models.

o It provides projections that are available weekly
and updated as needed.

o Lastly, it uses mapping and logic that closely
relates to BWC specific claims using Ohio’s rules,
statutes and claims policy.

What is the modeling process?

The modeling process is essentially a statistical analysis
that identifies historical costs of similar claims filed in
Ohio. The statistical analysis also identifies relationships
between the data and the impact upon the ultimate
cost of a claim. The statistical analysis results in various
estimation models, which BWC uses to estimate incurred
costs and establish or revise reserves on all new and
existing claims.

Estimation models:
o React to changes in payments and cost patterns;
o Distinguish between inconsequential claim
data and true cost drivers;
o Recognize complex relationships in the claim
data.

Updated December 2014



What is prediction start-stop logic?

It's a set of rules, conditions or criteria that determine
when the MIRA system sets a reserve for a claim or
removes a reserve. For example, start logic criteria could
include when a claims service specialist (CSS) puts the
claim in allowed status, or when the CSS awards death
benefits. Stop logic criteria could include when a claim
is settled; when 180 days have passed since the last
compensation payment; or 90 days have passed since
the return-to-work date.

What is injury type mapping?

Injury type mapping is the initial process for estimating
the claims incurred cost and setting a claim reserve based
on the specific claim data and conditions regarding the
claim severity or exposure. The mapping determines
which estimation models the claim will use to estimate
the incurred cost and to set reserves.

What are the injury types established by BWC?The injury
types (award) are:
o Type 1-Death;
Type 2 - PTD;
Type 5-TTD;
Type 6 — Medical only;
Type 9 — Permanent partial disability (PP or %PP).
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As an example, the injury mapping will identify a death
benefits claim when an allowed death flag is set on the
claim. This mapping will indicate to the system that
the claim should go through the death benefits claim
modeling steps for incurred cost and reserve estimates
where the claim lists dependents and for funeral benefits.
Because it is a death benefits claim, it will not go through
a medical benefits model.

What are some of the MIRA II
Web offerings?

Below is a list of the Web service offerings and a brief
description of each. The screen names are subject to
change. Report names are underlined below as they
appear on BWC's website.

o The Individual Claim Reserve History provides
customers with a listing (in downloadable PDF
format) of the significant claim data elements
used in the latest incurred cost estimates along
with the reserve amount.

o The Individual Claim Payment Transaction enables
customers to download to an Excel file, the
monthly medical and indemnity transaction data
at the claim level.

o Summary of Reserve Changes allows customers
to obtain a list of claims that have had changes
in the reserve amount within a specified period.
Customers can identify these claims by selecting
a reserve change percentage or dollar amount.
BWC bases the change in reserve on the previous
MIRA Il estimate and the most recent weekly esti-
mate.

o Individual Claim Reserve History provides cus-
tomers with a report (PDF) of the last four years
of MIRA Il reserves and the most recent weekly
reserve. It also lists the injury type, claim duration
and the total medical and indemnity paid amounts
by payment type.

o The Claim Status History provides customers with
claim status history, active/inactive claim history
and medical-only/lost-time claim history.

o MIRA Il Annual Statistics provides the customer
with annual totals and averages for claim costs
incurred based on parameters such as injury
type, ICD-9 code, manual classification and age
of the claim. These statistics will allow custom-
ers to determine if their claim(s) are similar to the
average of all other claims within that same data

group.
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