
























































































































































































































































































Year Reserves from Loss Development 
Method 

Actual Claims Paid

2014 $15,837,208.23 $16,629,068.64 

2015 $17,297,382.35 $16,778,460.88 

2016 $19,284,048.01 $17,741,324.17

2017 $23,208,002.18 $23,672,162.22 

2018 $24,292,830.58 $26,722,113.64 

The error in our reserves had we applied the 
loss development method for the past 5 years



Year Development Method Actual Claims Paid

2014 $15.8M $16.6M

2015 $17.3M $16.8M

2016 $19.3M $17.7M

2017 $23.2M $23.7M

2018 $24.3M $26.7M

Loss Development Method: Reserve Errors















Loss Development Method: Reserve Errors

Year Development 
Method

Actual Claims 
Paid

Percent Error

2014 $15.8M $16.6M -4.8%

2015 $17.3M $16.8M +3.1%

2016 $19.3M $17.7M +8.7%

2017 $23.2M $23.7M -2.0%

2018 $24.3M $26.7M -9.1%













Loss Development Method: Reserve Errors

-10.00%

-8.00%

-6.00%

-4.00%

-2.00%

0.00%

2.00%

4.00%

6.00%

8.00%

10.00%

2014 2015 2016 2017 2018



Loss Development Method: Reserve Errors

-10.00%

-5.00%

0.00%

5.00%

10.00%

2014 2015 2016 2017 2018

Pe
rc

en
t 

Er
ro

r

Year











The Problem and Our Solution

• Management has been using the loss development method for the 
past half a decade, and the reserves it has generated are questionably 
accurate. 

• We noticed that the historical errors were substantial and volatile, so 
we want to see why this is the case.

• We have determined that the over-estimation of reserves was due to 
a change in the book of business, and the under-estimation of 
reserves was due to catastrophe losses in Florida.















The Problem

• Loss development method historically used

• This method has substantial errors



Causes

Changes in book 
of business

Reserves 
overestimated

Catastrophe 
losses in FL

Reserves 
underestimated
























































































































