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Quantitative Analysis

Data taken as at 31 December 2023
- 9 participants (including MIB) with combined earned premium of £7 billion for accident year 2023.

- The participants aren’t consistent between surveys so please do not compare results to previous years’
analysis.

None of the following results contain Liability PPOs, MIB PPOs or non-PPO large claims, unless explicitly
stated.

Definition for large claims presented is > £1 million in 2011, using a 7% inflation rate. For PPOs, we have used
the equivalent Ogden value as if the claim had settled as a non-PPO.

We have presented our results on various bases, similar to recent surveys.

- Information on the adjustments can be found in the appendix of our industry report:
https://www.actuaries.orqg.uk/practice-areas/general-insurance/research-working-parties/
periodical-payment-orders-ppos
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* Number of non-MIB PPOs settling remains at a lower level compared to 2016 and prior.

* Reduction in number of MIB PPOs since 2018, with only 10 PPO settlements in 2021-2023 compared with an average
of 15 per year in 2011-2018.
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PPO Propensity
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mmm Number of Large Claims @ "Large” due to Ogden  ——Propensity

* Reduction in number of large claims settling since 2015.
* (Ogden Discount Rate (“ODR”) changes in 2017 and 2019 increasing the number of “large” claims.

* Propensity remains at a lower level, with 12% average in -0.25% ODR environment (2019-2023).
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Total Number of Large Claims - Index Scenarios
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« Total number of large claims defined as > £1 million in 2011, under varying inflation rate indices.
* Reducing trend, even when no index applied.

« Larger reductions seen around years impacted by changes in the ODR, with potential settlement speed impacts.
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PPO Propensity — Index Scenarios
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* Reducing propensity trend, under all index scenarios.

* -0.25% ODR environment (2019-2023) average ranging from 9% to 16%.
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Total Number of Large Claims — Accident Year
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« Future settlements estimated using standard triangular projection methods.

Frequency (per million earned vehicle years) of total large claims reducing over time, consistent with trends seen in
road casualty rate (per billion kilometres).
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Total Number of Large Claims — Settlement Year
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« Combining frequency trend with +2% exposure trend gives -3% expected trend in claim numbers.

« Actual number of settlements somewhat tracks this, with deviations seen on ODR impacted years.
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Inflation Survey Results

« As part of our annual qualitative survey responses were collected on participants inflation views and
assumptions.

« 5 contributors responded.

During Q3 2022 a fuller ASHE survey was completed by 13 participants (11 insurers and 2 reinsurers)
focusing on some ASHE specific questions.

X
IFOA GIRO Conference 2024 I ;%Sigi

. . AN
18 — 20 November, ICC, Birmingham LALLM

Institute
and Faculty 11
of Actuaries




Views on ASHE
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In 2022, most respondents assumed a 3-4% ASHE
regardless of term.

— Some higher levels assumed in the short-medium
term

— Long term view converging to ¢.3.5%
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In 2024 a less detailed question was asked in our
gualitative survey. The average long term ASHE

assumption was 3 - 3.5%.
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Approach to setting ASHE assumption
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= Trend analysis of ASHE index
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PPO Real Rate of Return Assumptions
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« An approximate equivalent flat rate has been used where respondents are using a non-fixed rate.

« 2024 survey, all respondents using a real discount rate between -0.5% and +0.5%.

. E H
« Increase since 2022 and 2023 surveys. . [FoA IR0 Conference 202 I ,;?%ﬁ% rstiute
- ovember, ICC, Birmingham QS | of Actuaries




Introduction to ASHE

« Annual Survey for Hours and Earnings (ASHE) is an annual publication by the Office for National
Statistics (ONS) which provides a employee’s measure of earnings.

« Published on 1st November this year, based on data as at 5" April.

* The survey is based on employer responses for a 1% sample of employee jobs, using HM Revenue and
Customs’ PAYE records.

« ASHE 6115 80" percentile is most relevant to PPOs. This is the 80" percentile of responses from the
subset of the survey that relates to care workers.

- ASHE is most typically used for PPO indexation since 2006 Thompstone vs Tameside Glossop Acute Services
NHS Trust.

- Previously RPI was typically used to index the annual payments of structured settlements.
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Latest ASHE

ASHE 80th percentile and Mean

9.0% « Exhibit shows percentage annual
8.0% change in ASHE 6115 since 2012
7.0% _ _
6.0% « Data filters applied:
5.0% - Working Pattern: All
4.0%
3.0% - Sex: All
2.0% - Hourly Pay Gross
1.0% :
. 00/" - 2024 ASHE 6115 figures are:
. 0
-1.0% - 80th percentile: +4.2%
2.0% 5012 2013 2014 2015 2016 2017 2018 2018 2020 2021 2022 2023 2024 - Mean: +6.3%
——ASHE 80th Percentile 0.3% 0.4% -0.8% 1.7% 3.6% 2.5% 4.0% 3.6% 5.3% 13% 6.6% 7.0% 4.2%
——ASHE Mean 0.6% 0.1% 0.0% 2.4% 4.7% 3.7% 4.1% 4.3% 4.7% 2.1% 7.4% 8.0% 6.3%

= ASHE 80th Percentile  e==——ASHE Mean

Source: ONS Earnings and hours worked, care workers: ASHE Table 26 - -
Office for National Statistics (ons.gov.uk) IFoA GIRO Conference 2024 2@&

Data filters applied: Working Pattern (All), Sex (All), Hours and Earnings B _— ;x &
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https://www.ons.gov.uk/datasets/ashe-tables-26/editions/time-series/versions/3
https://www.ons.gov.uk/datasets/ashe-tables-26/editions/time-series/versions/3

ASHE vs. Wage Indices

ASHE 80th percentile vs general wage inflation (KA5H)

12.0% * The chart shows general wage inflation
(KA5H) and the National Living Wage
10.0% (NLW) as at April of each year to
2024/25, compared to ASHE 6115 80t
8.0% percentile.
« As well as general economic factors,
6.0% . :
ASHE is influenced by competing
wages in other sectors, as well as the
4.0% . . i -
introduction of the National Living
Wage in 2016.
2.0% 9
* NLW will increase by 6.7% on 15t April
0.0% 2025, to £12.21 for workers aged 21
2012 2013 4 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
and over.
-2.0%
= ASHE 80th Percentile  ===National Living Wage  ===KA5H
ASHE: ONS Earnings and hours worked, care workers: ASHE Table 26 - Office for National Statistics (ons.gov.uk)
Working Pattern (All), Sex (All), Hours and Earnings (Hourly Pay Gross), Statistics — 80" Percentile %gﬁ
AWE KAS5H: EARNO2: Average weekly earnings by sector - Office for National Statistics (ons.gov.uk) IFOA GIRO Conference 2024 ;’ ¢ % '”Séitlgte | 17
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New IUA Capitalisation Clause and Calculator

https://www.iua.co.uk/IUANew/Underwritingltems/Committees/Casualty _Treaty Group.aspx

Improved
clause, with

minor
clarifications

Per Claiman Capitalisation Clause

H, in relaton 1o amy reimured claim, e Reinsured & cedered or agrees fa make Periodical
Paymants to 8 Claimant and no annuity has bean purchased 10 fund the Perodical Payments. 8
Lo Sum shal be caloulated in accerdance vith the provisions of fis Clause.
The Captalised Lump Sum in respect of s Clamant &3 agred batieen the Reinsured and the
Riimsures, o1 a3 delermined in accondance vith Paragragh § of this Clause, shal be deemed fo
achsally paid by L Payments.

L
Dale. The Cagitalisation Dale shall 50 be the dale of paymeed for the purpsses of e [Fesponss
£.0. index clause  sisbilty clauss] which forms pan of s Agreement.

Lump Sum 3
41 the Anuaksed Amouni(s) af the Captalisation Cade of the Periodical Payments erdered
or agreed.

a2

the . taimart's e,
of the Climant, axgessed in numiber of years of ifa rensainieg # Be Cagilalisabion Dale,
medical

expesd, or wsing
al awaiable medical evidence disclosed curing s=tfement of the daim. If e Asinssed
. "

hay
vill b2 e, f amy of the: experts wsed by the Fieinsured has stated a range, then the mid-

resenves he right io chiain an experl por in aiar I esimale Bfe expectancy for the
Purfosis of s ealeisation

43 ifthe either the: period between the
CapRaisation Dase and W inended dale: of Me Inal Perodical Pagment, o the: il
EXpacIancy 35 cHCHAING in PRGN 42, Whehives | ha shoner,

a4 an apptying
acmcount rate ol [x]% per annum to the Annualsed Amoun(s]

45 e laest avadatie Model Per Clamant CapRabiation Calculaior published Dy e

abon s Agyeement, or 8 smilar

model if mutually agreed by the Fensured and Remsurer.
The Resures and e Reinsurer shall agres on e CapRAse: Lump Sum wirn i monts of
the Capiafisabion Date, unless an extension 1o this period is expressly sgreed by both parties
In e Event Mat Me RERSUTED aNd e RENSUTET are LAGIE 10 agres n the Captalised Lump
Sum witin six Mo of e Caplaisalion Dabe, of Such konger period a3 delsrmined in
accorance win Faragrapns o & of iis Clause. the parses shall seek 1o resalve her ciferences
by mediation. The mediaion shall be conducted in accorance with e rules of the Cenire for
EMective Dispute Resciution CEDR'). The FRsinured s the Rensurer shal sbes 10 agres ihe
an in detault of agreement days eithes party
may agply i wating b CEDIR 0 make an appontmant. The mediascn shal take place wiltis sidy
days of the medistor having been sppointed. The Sees and expenses of the medialor shall be paid
= equal shares, by the parties (so that the Rersured shal bear 50% and the Rensurer or
- paricipats i the 505 The pas bear thei
own axpenses of the mediafion.

Easier to use
Calculator with
better
documentation

Model Per Claimant Capitalisation Calculator

Details.

Optionat: Estin

o Details

New User
Guide for the

Calculator New Worked

Example for
the Calculator

Worked Example of Using the Model Per Clai t Capitalisation C; (2024 Version)
IUA Model Per e
. This worked example is for the Per Claimant Capitalisatation Clause IUA 02-037.
Claimant
Key faatures of IUA 02-037.
. - . - Capitalisation Date means the date the Periodical Payment Order is first stamped by the Court
Ca plta | isation Life expectancy of the Glaimant:

- based on the estimate of the Reinsured's medical expert

Ca I cu Iato r (Ve rsion - If the Reinsured has received estimates from more than ane expert then a simple average of their estimates will be used

- It a medical expert has made estimates of life xpectancy at more than one peint in time, it is the latest estimate that sha

PPO Details
Date PPO agreed 04/04/2023
User Guide Date Court Stamped PPO 08/04/2023
Lump sum ameunt 2,000,000 to be paid 1/5/2023
Pro rata Payment for period 4.4.2023 to 14.12.2023 34,932 to be paid 1/5/2023
15 May 2024 Annual PPO from Annual Amount
16/12/2023 50,000
151212033 75,000
15/12/2043 50,000 Annually for rest of ife

On death pro rata retum of annual payment, less costs already committed to (like salaries of care staff)
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Ogden and PPO’s

Mechanical Effect: Ogden changes the
Number of Lump Sums that are above
the “Large” threshold

Behavioural Effect? A claimant being
offered a higher/lower lump sum due to
Ogden may be more/less likely to accept
a Lump Sum vs. a PPO

Settlement Year

mmm Number of Large Claims @& "Large” due to Ogden

IFOA GIRO Conference 2024
18 — 20 November, ICC, Birmingham

40%
35%
30%
25%
20%
15%
10%
5%

0%

— Propensity

Y
iS4

Institute
and Faculty
of Actuaries

PPO Propensity



Conclusions

* PPO Propensity remains relatively low at 11% in 2023

 PPO Real Rate of Return assumptions have increased slightly, typically 0% to +0.5%
« ASHE 80™ Percentile +4.2%

* New IUA Capitalisation Clause and Calculator have been released

* Next Ogden is soon to be announced, and this is likely to have a knock-on impact to
PPO Propensity

X
IFOA GIRO Conference 2024 I ;%Sigi

18 — 20 November, ICC, Birmingham L ,z?a

[ S

Institute
and Faculty 20
of Actuaries




Expressions of individual views by members of the Institute and Faculty of Actuaries and its staff
are encouraged.

The views expressed in this presentation are those of the presenter.
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