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1. Executive Summary

Operational incidents carry measurable financial consequences that extend beyond immediate
response.

By applying escalation rates and claim cost benchmarks, organizations can estimate exposure
associated with incident frequency.

"Operational incidents carry measurable financial consequences that extend
beyond immediate response.”
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2. Incident-to-Claim Conversion

Not all incidents result in claims.
However, a percentage escalate into:

 Reported injuries
* Insurance claims

* Legal actions

Industry benchmarks indicate escalation rates between 3% and 6%.
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3. Escalation Rate Analysis

Escalation depends on:

* Detection delay
* Severity of incident

* Environmental conditions

A midpoint of 4.5% provides a reasonable modeling assumption.
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4. Claim Cost Benchmarks

Escalation rate 3-6% Industry benchmarks

Average claim cost $20,000-$30,000 Insurance Information Institute



5. Financial Model Example

Annual incidents 200
Escalation rate 4.5%
Claims 9
Average claim cost $25,000

Annual exposure $225,000



6. Scenario Observations

Even moderate incident volumes can result in meaningful financial exposure.

Factors influencing total exposure include:

* Facility size
* Number of locations
* Traffic volume

* Detection efficiency
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7. Operational Insight

Operational risk is measurable.

Reducing:

* Incident frequency

* Detection delay

directly reduces financial exposure.

"Reducing incident frequency and detection delay directly reduces financial
exposure."
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Sources

Insurance Information Institute ()
National Safety Council (NSC)

Bureau of Labor Statistics (BLS)

This report was prepared for informational purposes. All statistics are drawn from publicly available data published by the
organizations cited above. This document does not constitute legal, insurance, or financial advice. Organizations should consult
their risk management and legal advisors for facility-specific guidance.
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