LOSS RATIO OF ANY ONE POLICY YEAR:

Determining loss ratios are a way to assess if your insurance costs are going to have a tendency to increase in the coming years, decrease or stay the same. But be careful to measure your expectations realistically: the loss ratio a standard by which you determine if you’ve been successful at watching your W.C. costs, based on your annual premium. It is not a measure of the Worker’s Compensation Marketplace as a whole, so it can’t be taken as a exact predictor of your future premium costs.

In general, however; it will give you an indication of whether your efforts are consistently paying off in the one year you are calculating.
Test Your Own Loss Ratio

Test yourself to see where you stand in relation to the association as a whole. Here at the S.C.B.A.; we monitor the entire membership closely. That protects the discounts for our entire group. To date in 2009, the entire association has a 38% loss ratio. As an individual member, we encourage you to stay below the membership’s loss ratio, as a whole. 

Be aware, however, that the group’s loss ratio doesn’t protect your company’s costs individually. You should also be monitoring your individual company’s loss ratio on your own so that you can keep a handle on your costs. We have placed a sample calculation on our website. Feel free to test your loss ratio as often as you like throughout this year.

In order to test for your own Loss Ratio, you will need to determine 2 figures: Your Earned Premium and Your Current Loss Costs.

· Calculating Your Earned premium: Take your annual premium for the same year. Divide it by 12 to get your average monthly cost. Then multiply it by the number of months in your policy year, which you have completed. 

For most of you are covered through the S.C.B.A., your policy renewed in January of this year. It is now April, so 3 complete months have passed. To calculate your earned premium, divide your total premium by 3/12th or take your total annual premium, divide by 12; then take that figure and multiply by 3. 

· Obtaining your current loss costs: Contact your insurance agent or SCIF directly to get that figure. Loss Costs include all paid plus all reserve estimates, for each claim. Then, divide your current loss costs, by your earned premium. 
Once you have both these figures, your S.C.B.A. has provided you with a calculation format. Link to the document entitled Loss Ratio Calculation and just plug in the your Total Annual Premium and your current Loss Costs. We do all the rest for you. 

