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Restaurant Industry Practice 2017 Loss Benchmark Report
Key Facts

» Detailed workers’ compensation and
general liability loss data from
participating US restaurants: @& i

— 44 companies. 2017 Restaurant
— 74 brands. Loss Cost Trends Report

— 28,100+ locations.

® MARSH

* Robust sub-sector metrics for:
— Quick-service.
— Fast casual.

* Includes loss program survey data. : AT i

C T ee)ipal

* Provides insights to create a
foundation for strategic risk
management and safety decisions.
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Some Key Stats to Whet Your Appetite

Loss Profile Cost Trends

Workers’ Compensation

Frequency rate: 5 yr. average of 1.87
claims/$1 million of payroll, a 2%
decrease from 2012 to 2016.

Severity rate: 5 yr. trend increase of
11%, with the highest rate of 6.73 (total
incurred/$1,000 payroll) in the most
current year (2016).

$4,747: average cost/claim

$4,079 $5,137
Quick Casual
Service Dining

$23,365: average cost/lost time claim

$21,078 $24,596
Quick Casual
Service Dining

MARSH

General Liability

Frequency rate: 3 yr. decrease from
2012 to 2014, but then an increase in
subsequent years (2015 and 2016) to
2.69 claims/$10M revenue.

Severity rate: 3 yr. increase from 2014
to 2016 to 4.83 total incurred/$10K
revenue.

$3,956: average cost/claim

$2,777 $4,934
Quick Casual
Service Dining

$45,779: average cost/litigated claim

$36,250 $57,996
Quick Casual
Service Dining

June 28, 2018
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Some Key Stats to Whet Your Appetite
Best Practice Survey Insights

* 68% conduct safety committee meetings at their locations.
— Provides an opportunity for ownership and enhanced communications.
— Builds safety knowledge and acumen across departments.

— Provides an opportunity to elevate the knowledge of risks — present and
future.

— Can help with better integration/collaboration with claims/risk
management.

— Provides more focus to financial impact, dollar savings, and ROI.

« Only 48% report that formal hazard assessments of exposures (e.g.,
ergonomics, material handling, cut, burn, slip/fall exposure) have been
conducted in the last two years.

» 51% report that they use nurse triage to assist in claims management.

MARSH June 28, 2018 4



Some Key Stats to Whet Your Appetite
Best Practice Survey Insights

MARSH

Corp E

Impact/Avg. Incurred
Safety & Risk Management
Y ° -10%

« Staff: Is Safety/Loss Prevention included in the Risk

Management staff employee count? -$355per claim
Yes 78% No 22%

Cost Allocation

- 0
» Are your location managers held accountable for 23 /0
the financial impact of claims through a formal cost _$9 54 |
allocation system? per claim
Yes 54% No 46%

Random Drug Testing -22%

« Are random drug tests performed? '$8 13 |
Yes Corp 14%  Yes Local 16% No 70% per claim
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Slips and Falls
Benchmarking Data

Slips and falls are well-known hazards in the restaurant industry, however a
deeper analysis into the root cause of these incidents may be warranted.
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Slips and Falls
Key Insights

« Conduct deeper analysis of falls:

— Height of falls: 17% of falls
happen on level ground.
Determine what is happening
for the other 83% (i.e., ladders,
stairs, curbs).

Shoe compliance: How well do
you monitor if slip resistant
shoes are worn and when they
are replaced?

Investigate injury types and
other possible fall causes such
as: floor surface issues,
cleaning program, mat program,
and housekeeping.

MARSH

W(C: Fall, Slip, Trip

21%

Tg 20% ._'./\.\.
— 19%
G
0\2 18%
n 17%
0 16%
0
e 159
= 5%
O 14%
2012 2013 2014 2015 2016
WC: Fall, Slip, Trip| 20% ~ 20% = 21% = 20%  19%
ALL CLAIMS (5 yr average) LOST TIME C LAIMS ONLY
Incidents Claims % of Average LostTime %0f  Average
Incurred |ncurred Claims Incurred |ncyrred
20% 20% 35% $7,866 33% 37% $25,908
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Slips and Falls
Improvement Solutions

 Conduct a safety gap assessment.
¥y 9ap GL: Fall, Slip, Trip

« Evaluate floor materials: Determine £0%

dry and wet slip resistive qualities f-f 45%

to inform material selection. < 40% M/\\
4 35%

» Evaluate current floor sanitation £ 30%

and implement changes needed. 3 25%

Maintain and measure program 20% 012 | 2003 | 2012 | 2015 | 2016

effectiveness. GL: Fall, Slip, Trip 43% = 42% = 44% = 41%  36%

e Build Comprehensive Slip-and-fall ALL CLAIMS LITIGATED CLAIMS ONLY
% of Average Litigated %of  Average

programs and incident reporting B Incurred Incurred  Claims Incurred Incurred

specific to your organization. 33%  41%  67%  $6,161  70%  74%  $54,238
CASE STUDY
Solution Results
Escalating employee and Comprehensive slip/trip/fall General liability claims costs over the
customer accident costs. assessment. past six years decreased over 85%.
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Cuts

Benchmarking Data

Employee injuries: Cuts, punctures, and scrapes are low cost at $1,250, but
frequency has increased from 15% to 24% (2012-2016).
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Cuts
Key Insights

Evaluate the root causes and solutions:

« Equipment changes.

Knife and slicer protocols.

Dishwashing process.

Broken dish protocols.

Protective equipment.
Potential risks:

« Claim data may not capture cuts requiring only first aid. However, frequency
can drive severity.

 Disruptions to business functions caused by injuries.
« Employee exposure to blood.

» Food safety impact (i.e., blood, bandages in food, image, etc.).

MARSH June 28, 2018 11
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Cuts

Improvement Solutions

« Conduct a safety gap assessment.

« Evaluate current programs and processes, including enforcement.

* Develop or modify an existing training program to reduce cuts’ frequency.

* Review equipment in place and determine if alternatives are needed.

CASE STUDY

Solution

Results

High workers’ compensation
costs, with incidents and injuries
involving significant downtime of
processes and/or packaging
operations, complicated with
additional time lost if need to
sanitize equipment after contact
with or release of bodily fluids.

A thorough analysis of workplace/
workforce issues, current state/desired
state, and data needs generated a
pertinent set of strategic solutions. Where
certification was an issue, conducted a gap
assessment/audit based on the safety
management system in comparison to
18001 and site practices.

Success ranged from a reduction in workplace
incidents and lower workers’ compensation
costs, to 18001 certification, to the development
of a site safety audit system and standards that
provide a data-based, accurate picture of
performance that can be used as the client’s
own certification system.

MARSH
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Motor Vehicle Collisions
Emerging Issues

Motor vehicle collisions are a significant exposure from an employee claim
cost and an auto liability perspective.

Motor Vehicle Accident

Motor Vehicle Accident 78% 75% $14,678
Motor Vehicle Accident-Crash, Collision 22% 24% $16,670
Motor Vehicle Accident-Roadway 0% 1% $48,887

« An average incurred for a roadway claim is over $36,000.

« Significant controls and programming must be instated to mitigate this risk.

» Keep the cost of motor vehicle collisions and liability in mind when

considering incorporating catering or delivery services into business
operations.

Delivery revenues: 20% jump over the past five years.

MARSH June 28, 2018 13
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Motor Vehicle Collisions
Improvement Solutions

Fleet safety injury avoidance measurement gap.

Fleet regulatory gap.

Behavioral driving training.

Other fleet risk control services.

CASE STUDY
Solution Results
Escalating costs associated Cohesive processes impacting upstream, Short term reductions of 15% in workers’
with employee, customer, and midstream, and downstream activities such compensation costs and 37% in general liability
vehicle accidents. as design and equipment assessments, costs for year one equating to over $800K
safety program development, hazard savings.

identification, training, and restaurant visits

with an aggressive continuous improvement  Over an eight-year partnership. and through

approach. aggressive risk control activities, exponential
year-over-year savings totaling $14M.

Escalating costs associated PACE behavioral driver training and onsite Over a nine-year partnership, this program
with employee and vehicle visits with an aggressive continuous yielded a 70% reduction in workers’
accidents. improvement approach. compensation costs per $1,000 of payroll.

MARSH June 28, 2018 14
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Guest Incidents
Key Insights

Guest relations has taken a larger role both at the restaurant and at the
corporate level in contributing to decreases in claims and litigated expense
costs through:

» The use of gift cards.

« Utilizing scripted first contacts on all incidents that highlights the value
placed on the guest.

 Achieving first-call minimal settlements without admitting liability.

MARSH June 28, 2018 16
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Guest Incidents
Improvement Solutions

When defending a claim is the right action, advance planning is highly advantageous:
» Selective defense counsel panel.
 Stringent escalation protocols for foodborne ilinesses.

» Clear litigation management protocols with clearly defined roles and responsibilities:
— Preservation of evidence (chain of custody).
— Initial collection of documentation.
— Roles of the adjuster and the attorney.

« Conduct an operational assessment with a focus on litigation management.

CASE STUDY
Solution Results
Escalating costs associated with Cohesive processes impacting upstream, An ROI of 173% over a two-year period,
employee and customer incidents. midstream, and downstream activities such  equating to over $550K savings and 157%
as design and equipment assessments, decrease in severity per million dollars in payroll.

safety program development, hazard
identification, training, and restaurant visits
with a focused continuous improvement
approach.

MARSH June 28, 2018 17
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24/7 Nurse Triage
Benchmarking Data

Do you use Nurse Triage?

Yes, on selected cases/shifts only

How are the majority of Nurse Triage calls reported to Claim Intake?

Nurse Triage reports directly to 50%
Claim Intake

Claimintake sends referral to
nurse

14%

Nurse triage contacts adjuster for
treatment approval, triggering
claim Intake

9

xX

0,
Varies by location and by claim 0%

Other 18%

Unknown 9%

Comments:
Other: TPA, WC Claims Coordinator, Corporate

MARSH June 28, 2018 18
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24/7 Nurse Triage
Key Insights

« 20% of lost time claims are still reported more than a week after the injury
was sustained.

* Reporting lags contribute to increased medical, indemnity, and expense
claim costs.

« 24/7 nurse triage can help to improve the speed and quality of reporting
new injuries.

MARSH June 28, 2018 19
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24/7 Nurse Triage
Employer and Employee Benefits

« Non-adversarial conversations with a nurse rather than on-site supervisors.

« National guidelines and treatment decision protocol are used to ascertain the
appropriate level of treatment.

« Emergency situations are quickly recognized and appropriate responders are
identified and contacted.

« Reduces unnecessary emergency room visits, claim frequency, and disability
days.

« Claims are easy to report via telephone at any time of day or night.
« Litigation can be mitigated by focusing the claims process on advocacy.
* Incident insight can be improved through granular reports.

« OSHA compliance, provider network penetration, and usage of pharmacy first-
fill benefits improved.

MARSH June 28, 2018 20
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Return to Work and Disability Durations
Benchmarking Data

$23,365 17%

5 yr. average cost

lost ti lai of injured employees lose
per fost ime ciaim time away from work

Last report @ 2014 avg. cost $25,581 Up from 14.5%

Indirect Costs « Staffing (replacement/training costs).

$7OK = $117K * Operations (production).

« WC Premiums (losses drive premiums).
per claim « WC Admin Fees (carrier/TPA).

The average incurred for lost time claims has increased by $3,109 within
the first 12 months of development from 2012 to 2016.

MARSH June 28, 2018 21
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Return to Work and Disability Durations
Benchmarking Data

« A strong and consistent return-to-work program can be one of the best
ways to mitigate incurred lost time claims.

« Aformal return-to-work program is in place for 76% of respondents.

« 33% do not have a job bank of written transitional or light-duty work
assignments.

Do you benchmark the duration of disabilities by type of injury? Few are able to

Yes, we conduct internal company ! quantlfy the
only trends e |mpaCt Of
Yes, my TPA provides me with a

comparison to their book of 34% rEduced
business d'Sablllty
Yes, | compare my results with duratlons

other external sources of data

through
objective
benchmarks.

What is the external data source? 0%

No, I do not receive any benchmark

0,
comparisons on disability duration S

MARSH June 28, 2018 22
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Return to Work and Disability Durations
Improvement Solutions

Key elements of a strong return to work program include:

« Senior management’s commitment to champion the program
and drive accountability.

« Accountability driven through an allocation system.

« Written policy clearly defining the roles of key constituents that
are easily understood by:

— Employees. — Supervisors.
— Claim adjusters. — Clinicians.
— Corporate stakeholders.

» Defined procedures and escalation process.
* |dentified tasks.

« Actionable metrics.

MARSH June 28, 2018 23
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What's Next???

2017 Restaurant Loss
Costs Trends Report

If interested in learning more about the report or P R—

benchmarking your own data against your peer

group, contact:
Lynn MacGill
617-416-7253
lynn.r.macqill@marsh.com

Indhusiry Growth Revie:

Interactive digital overview of this report.

Survey — We'd like your feedback!

Diertr Insighits snd Best Practices Are Required to
Strategically Manage Restaurant industry Rizk

Mini-white paper — EPL Trends in the Restaurant & 0\ O O =
Retail Industry. \_) C =)

Interactive quiz — Test Your Wage & Hour 1Q. i

$4,747 $23,365 2

And don’t forget to visit our Farm to Fork page for e e
our latest insights and thought leadership. Mot o
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This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not intended to be taken as advice regarding any
individual situation and should not be relied upon as such. The information contained herein is based on sources we believe reliable, but we make no representation or
warranty as to its accuracy. Marsh shall have no obligation to update the Marsh Analysis and shall have no liability to you or any other party arising out of this publication or
any matter contained herein. Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our experience as insurance brokers and risk
consultants and are not to be relied upon as actuarial, tax, accounting, or legal advice, for which you should consult your own professional advisors. Any modeling,
analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions, conditions, information, or
factors are inaccurate or incomplete or should change. Marsh makes no representation or warranty concerning the application of policy wording or the financial condition or
solvency of insurers or reinsurers. Marsh makes no assurances regarding the availability, cost, or terms of insurance coverage. Although Marsh may provide advice and
recommendations, all decisions regarding the amount, type, or terms of coverage are the ultimate responsibility of the insurance purchaser, who must decide on the
specific coverage that is appropriate to its particular circumstances and financial position.
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