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PENNSYLVANIA COMPENSATION RATING BUREAU

Loss Elimination Ratios

The attached pages show the derivation of loss elimination ratios applicable to small deductible
coverages.

The method used is very similar to that employed in the calculation of excess loss factors. The
methodology for calculating excess loss factors on a per-claim basis, (the complements of which
are loss elimination ratios), is shown on page 3. The bottom of page 3 shows average excess l0oss
factors for all hazard groups combined and relativities of individual hazard groups to the total.

Page 2 applies the hazard group relativities from page 3 to the excess loss factors (per claim)
indicated by the Pennsylvania loss distribution. Since the Pennsylvania loss distribution did not
break at $1,000, factors derived from the general methodology which related the excess ratio for
the $1,000 limit to those at $5,000 and $10,000 were used to estimate the $1,000 figure for the
Pennsylvania data. The excess factors were then adjusted to reflect the inclusion of loss based
assessments in Bureau loss costs (col. (14) - (21)). Columns (18) through (21) of page 2 show
the resulting excess factors.

Page 1 shows the proposed loss elimination ratios which are the complement of the per-claim
excess loss factors from page 2.



Deductible
Level

$ 1,000

$ 5,000

$ 10,000

Proposed
Loss Elimination Ratios

Hazard Group

PENNSYLVANIA

SMALL DEDUCTIBLE PROGRAM
PROPOSED EFFECTIVE DATE: 4/1/07

Current
Loss Elimination Ratios

Hazard Group

Percentage Change

Hazard Group

I I 1l v

76% 74% 38% 1.5%

21.0% 20.6% 15.2% 12.2%

28.6% 27.5% 20.0% 16.1%

I I 1l \%

6.9% 6.7% 3.6% 1.2%

20.1% 19.8% 14.4% 11.1%

27.7% 26.3% 19.1% 15.0%

I I 1l v

10.1% 10.4% 5.6% 25.0%

45% 4.0% 56% 9.9%

32% 46% 47% 7.3%



LOSS
LIMIT

$1,000
$2,000
$5,000
$10,000

$1,000
$2,000
$5,000
$10,000

$1,000
$2,000
$5,000
$10,000

$1,000
$2,000
$5,000
$10,000

LOSS
LIMIT

$1,000
$2,000
$5,000
$10,000

* Selected Value

Excess Loss Factors Calculatior

PENNSYLVANIA

SMALL DEDUCTIBLE CREDIT FACTORS

Effective:4/1/07
Non-Escalating Fatal Benefits -- Non-Escalating PT/Major Benefit

Per Claim Basis

DEATH P.T./MAJOR MINOR/T.T.
EXCESS EXCESS EXCESS
RATIO INJ. EXCESS RATIO X RATIO INJ. EXCESS RATIO X RATIO INJ. EXCESS RATIO X
TOAVE. WGT. RATIO INJ. WT. TO AVE. WGT. RATIO INJ. WT. TO AVE. WGT. RATIO INJ. WT.
Hazard Group
0.00 0.003 0.996 0.003 0.00 0.492 0.997 0.491 0.06 0.431 0.947 0.408
0.01 0.990 0.003 0.01 0.990 0.487 0.11 0.909 0.392
0.02 0.981 0.003 0.01 0.990 0.487 0.28 0.800 0.345
0.04 0.964 0.003 0.03 0.970 0.477 0.57 0.661 0.285
Hazard Group |
0.00 0.007 0.997 0.007 0.00 0.540 0.997 0.538 0.06 0.372 0.947 0.352
0.01 0.990 0.007 0.01 0.990 0.535 0.11 0.909 0.338
0.02 0.981 0.007 0.01 0.990 0.535 0.28 0.800 0.298
0.03 0.972 0.007 0.03 0.970 0.524 0.57 0.661 0.246
Hazard Group I
0.00 0.015 0.997 0.015 0.00 0.679 0.998 0.678 0.05 0.257 0.956 0.246
0.01 0.990 0.015 0.00 0.995 0.676 0.10 0.917 0.236
0.01 0.990 0.015 0.01 0.990 0.672 0.25 0.818 0.210
0.03 0.972 0.015 0.02 0.980 0.665 0.50 0.690 0.177
Hazard Group I\
0.00 0.029 0.998 0.029 0.00 0.760 0.998 0.758 0.05 0.180 0.956 0.172
0.00 0.996 0.029 0.00 0.996 0.757 0.09 0.924 0.166
0.01 0.990 0.029 0.01 0.990 0.752 0.24 0.824 0.148
0.02 0.981 0.028 0.02 0.980 0.745 0.47 0.704 0.127
All Hazard Groups Combine(
Relativities
HG | HG Il HG Il HG IV WGTD  Relativity
EXCESS HGI EXCESS HG Il EXCESS HG Il EXCESS HG IV EXCESS 1,000 to
RATIO WGT. RATIO WGT. RATIO WGT. RATIO WGT. RATIO Limit
0.902 0.053 0.897 0.468 0.939 0.387 0.959 0.092 0.919 -
0.882 0.053 0.880 0.468 0.927 0.387 0.952 0.092 0.905 1.0155
0.835 0.053 0.840 0.468 0.897 0.387 0.929 0.092 0.870 1.0563
0.765 0.053 0.777 0.468 0.857 0.387 0.900 0.092 0.819 1.1221

)
AVE.
EX.
RAT.

0.902
0.882
0.835
0.765

0.897
0.880
0.840
0.777

0.939
0.927
0.897
0.857

0.959
0.952
0.929
0.900

)
P.LR.
EXCL.
ASSES.

0.987

0.987

0.987

0.987

@)

IND.
ELF
1X2

0.890
0.871
0.824
0.755

0.885
0.869
0.829
0.767

0.927
0.915
0.885
0.846

0.947
0.940
0.917
0.888

Relativity to Total Per - Clain

HG |

0.9815
0.9746
0.9598
0.9341

HG I

0.9836
0.9778
0.9655
0.9487

HG 1l

1.0218
1.0243
1.0310
1.0464

4)

FLAT
FACTOR

0.005
0.005
0.005
0.005

0.005
0.005
0.005
0.005

0.005
0.005
0.005
0.005

0.005
0.005
0.005
0.005

HG IV

1.0435
1.0519
1.0678
1.0989

®)
FINAL
ELF
3+4

0.895
0.876
0.829
0.760

0.890
0.874
0.834
0.772

0.932
0.920
0.890
0.851

0.952
0.945
0.922
0.893



Pennsylvanie
Loss Elimination Ratio Stud:

Pennsylvania NCCI Adjusted
Excess Per Claim Pennsylvania
Loss Ratio Relativity to Per Claim
Limitation ~ Per-Claim $1,000,000  Excess Ratio
@ @ ©)
* *
Implied @ 1,000
$1,000 0.9490 (a) N/A* N/A*
$5,000 0.8285 (b) " "
$10,000 0.7696  (b) " "
Pennsylvania Hazard Group Per - Claim Factors
Loss
Limitation HG | HG Il HG I HG IV
(10) (11) (12) (13)
(1)%(6) @) @*®) %9
$1,000 0.9314 0.9334 0.9697 0.9903
$5,000 0.7952 0.7999 0.8542 0.8847
$10,000 0.7189 0.7301 0.8053 0.8457

* Loss elimination ratios are on a per-claim basis for values below $100,000 and, thus, the noted columns are not relevant to this analysis

(a) Selected
(b) From the Pennsylvania Empirical Loss Distribution

Per-Occur
Relativity
To Per-
Claim

4

Pennsylvania
Excess
Ratio
Per-Occur

®)

HG |
(14)
(10)*LBA

0.9189
0.7845
0.7093

HG |
(6)

0.9815
0.9598
0.9341

ELF adjusted for LBA's

LBA Factor =
HG Il
(15)

(11)*LBA

0.9209
0.7892
0.7203

0.9866
HG Il
(16)

(12)*LBA

0.9567
0.8428
0.7945

HG Il
M

0.9836
0.9655
0.9487

HG IV
a7
(13)*LBA

0.9770
0.8728
0.8344

Relativity to Total Per - Claim

HG Il HG IV
) 9

1.0218 1.0435

1.0310 1.0678

1.0464 1.0989

ELF adjusted for LBA's & Risk Load

HG | HG Il HG Il HG IV
(18) (19) (20) (21)

Columns (10)-(13) + 0.005 (Max Adj = 1/2 ELF)

0.924 0.926 0.962 0.985 (a)
0.790 0.794 0.848 0.878
0.714 0.725 0.800 0.839



