WAC 284-54-610
Loss ratio definitions.
The following definitions apply to WAC 284-54-610 through 284-54-680:
(1) "Loss ratio" means the claims incurred plus or minus the increase or decrease in reserves as a percentage of the earned premiums,
or the projected incurred claims plus or minus the increase or decrease in projected reserves as a percentage of projected earned premiums, as defined by the commissioner.
(2) "Claims" shall mean the cost of health care services paid to
or provided on behalf of covered individuals in accordance with the
terms of contracts issued by health care service contractors or health
maintenance organizations or capitation payments made to providers of
long-term care.
(3) The "expected loss ratio" is a prospective calculation and
shall be calculated as the projected "benefits incurred" divided by
the projected "premiums earned" and shall be based on the pricing actuary's best projections of the future experience within the "calculating period."
(4) The "actual loss ratio" is a retrospective calculation and
shall be calculated as the "benefits incurred" divided by the "premiums earned," both measured from the beginning of the "calculating period" to the date of the loss ratio calculations.
(5) The "overall loss ratio" shall be calculated as the "benefits
incurred" divided by the "premiums earned" over the entire "calculating period" and may involve both retrospective and prospective data.
(6) The "calculating period" shall be the time span over which
the pricing actuary expects the premium rates whether level or increasing, to remain adequate in accordance with his best estimate of
future experience and during which the pricing actuary does not expect
to request a rate increase.
(7) The "benefits incurred" shall be the "claims incurred" plus
any increase (or less any decrease) in the "reserves."
(8) The "claims incurred" shall mean:
(a) Claims paid during the accounting period; plus
(b) The change in the liability for claims which have been reported but not paid; plus
(c) The change in the liability for claims which have not been
reported but which may reasonably be expected.
The "claims incurred" shall not include expenses incurred in processing the claims, home office or field overhead, acquisition and
selling costs, taxes or other expenses, contributions to surplus, or
profit.
(9) The "reserves," as referred to in this section, shall include:
(a) Active life disability reserves;
(b) Additional reserves whether for a specific liability purpose
or not;
(c) Contingency reserves;
(d) Reserves for select morbidity experience; and
(e) Increased reserves which may be required by the commissioner.
(10) The "premiums earned" shall mean the premiums, less experience credits, refunds or dividends, applicable to an accounting period
whether received before, during or after such period.
[Statutory Authority: RCW 48.02.060(3), 48.30.010 and 48.84.910. WSR
87-15-027 (Order R 87-7), § 284-54-610, filed 7/9/87.]
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