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(Filed: January 6, 2000)

DECISION

L.
TRAVEL

This matter came o be heard before the Department of Business Regulation
("Department") as a result of a rate filing received by the Department on January 6, 2006
from the Medical Malpractice Joint Underwriting Association of Rhode Island
(“MMJIUARI™). The filing requests an overall rate level increase of 15% for Physicians,
Surgeons and Dentists Program. All rates were proposed to be effective on July 1, 2006.
The rates now in effect for the MMIUARI’s Physicians, Surgeons and Dentists Program
were approved effective February 1, 2004 pursuant to a Decision of the Department
rendered in DBR No. 04-1-0114.

In accordance with the provisions of R.I. Gen. Laws § 27-9-10, 42-14-1 ef seq and
42-35-1 et seq. on January 20, 2006, the Director of the Department designated Elizabeth
Kelleher Dwyer, Deputy Chief of Legal Services and Paula M. Pallozzi, Chief Property

& Casualty Insurance Rate Analyst, as Co-Hearing Officers in this matter. The



Department was assisted by Theodore I. Zubulake, FCAS, MAAA, FCIA, ARM and
Debra Stein, ACAS, MAAA.

A pre-hearing conference was held on January 31, 2006 at which time extensive
discussion ensued regarding scheduling in this matter. The Department issued a Pre-
Hearing Order scheduling cut off dates for motions to intervene, discovery and filing of
Regulation 39(b) statements. The public hearing was scheduled for April 24 2006 at
10:00 a.m. Notice of the public hearing appeared in the Providence Journal on March
14, 2006.

An Oral Motion to Intervene was filed by The Rhode Island Medical Society
(“RIMS™) at the prehearing conference. Both parties indicated that they had no objection
to RIMS intervention. The Motion to Intervene of RIMS was, therefore, granted in the
prehearing conference order of February 2, 2006. A deadline of February 20, 2006 was
established for any other motions to intervene. No other motions to intervene were filed.

On April 24 and April 25, 2006 the public hearing in this matter was held.
Genevieve M. Martin, Esq., and Brenda K. Gaynor, Esq. appeared on behalf of the
Attorney General; David P. Whitman, Esq. appeared on behalf of the MMJUARI; and
Jeffrey Chase-Lubitz, Esq., appeared on behalf of RIMS. Scott H. Dodge, FCAS,
MAAA and Kathleen Cutler testified on behalf of the MMIUARIL Michael I Heo, Ph. D
and Anthony J. Grippa FCAS, MAAA testified on behalf of the Attorney General.
Admitted as full exhibits were Attorney General Exhibits A through M and MMJUARI

Exhibits 1 through 10. No public comment was offered.



I1.
JURISDICTION

The Department has jurisdiction in this matter pursuant to R.]. Gen. Laws §§ 27-
9-10. The hearing was conducted in accordance with the provisions of the
Administrative Procedures Act, R.1. Gen. Laws §§ 42-35-1 ef seq.

III.
ISSUES

A. What Methods, Assumptions and Judgments are Appropriate in Assessing
the MMJUARI’s Rate Level Needs?

B. What is the appropriate overall rate level indication?

Iv.
DISCUSSION

A. WHAT METHODS, ASSUMPTIONS, AND JUDGMENTS ARE
APPROPRIATE IN ASSESSING THE MMJUARI’'S RATE LEVEL
NEEDS?

Testimony was presented throughout the hearing suggesting that the MMJUARI
is not truly operating as a residual market. Evidence presented at the hearing indicated
that risks do not need to be declined coverage in the voluntary market to become insured
with the MMIUARI; the MMJUARI offers occurrence coverage that is not offered by all
other insurers in the Rhode Island marketplace; and the MMJUART's rates are
competitive with those charged in the voluntary market. Each of these factors operates
against the MMJUARI as a true residual market as each can result in population of the
MMIUARI for reasons other than unavailability of coverage in the voluntary market.
During the hearing other issues regarding the MMTUARI's operations were raised such

as whether a profit margin should be included in the rates that are charged by the
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MMIJUARYI, the role of the underwriting and stabilization reserve funds, whether the
MMJIUARI should have an experience rating plan or whether there should be a rate
surcharge for the true residual market insureds.

The Department considers all of these issues to be valid concerns which warrant
further discussion and consideration. However, each of these issues is beyond the scope
of this rate hearing. Therefore, the Department will consider each of these issues separate
from this rate filing in its ongoing regulation of the MMJUARI.

The determination of an insurance company’s rate level need is subject to a
considerable amount of actuarial judgment. The Attorney General takes issue with
certain methods, assumptions, and judgments that MMJUARI applied in calculating the
rate level indication upon which it based its proposed rate level change.

A discussion of these issues and the Department’s decision and reasoning follows.
Occurrence vs. Claims-Made

The MMIUARI’s filing initially included rate level indications based on its
occurrence policy experience only; no consideration was given to the MMJUARI's
claims-made policy experience. In response to a question raised by the Attorney General,
the MMJUARI replied, “No claims-made data was included in the filing. For the
experience period utilized, the bulk of insureds, approximately 90% of premium, was
attributable to occurrence coverage policies.” [Response to Aftorney General Data
Request 3-4] Subsequently, in response to Attorney General Data Request 3-5, the
MMJIUARI provided its rate level indication for the claims-made policy.

The Department finds that the MMJUARI’s overall rate level need is to be

determined based on separately developed rate level] indications for its occurrence policy



and its claims-made policy. The discussion and findings that immediately follow
reference the MMJUARI’s occurrence policy analysis. The Department’s findings as

respects the MMJUARI's claims-made policy analysis are presented later in this decision.
Occurrence Policy Rate Level Indication

Loss Development Factors

In selecting loss development factors, the MMJUARI considered its Rhode Island
total limits incurred loss, paid loss, and reported claim count development experience
over the period 1975 through 2004 as of December 31, 2004. In so doing the MMJUARI
computed four sets of averages: “Simple Average of Middle 3 of Latest 5, “Volume
Weighted Average of Latest 3,” “Volume Weighted Average of Latest 5,” and “Volume
Weighted Average of Latest 7.” However, its selected factors do not directly tie to any of
the averages that it presented. In response to questions raised by the Panel, Mr. Dodge
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indicated that the MMJUARI displayed these particular averages because “...those
seemed to match what the other carriers had provided, or at least what the Board wanted
to see.”” [Transcript of Hearing, page 160, lines 2-4] and that he considered other data
points not included in the displayed averages.

The Attorney General does not agree with the incurred loss, paid loss, and
reported claim count development factors selected by the MMJUARI, and it stated three
reasons in its “Statement of Areas of Disagreement and Alternative Calculations,
Pursuant to Insurance Regulation 39, Section 10(b)” (“Statement of Areas of
Disagreement™):

I. “Theré is no documentation as to what analysis, if any, was performed in

support of judgments made by the MMJUARI in selecting age-to-age LDFs;



2. The MMJUARI has a long history of over estimating ultimate losses,

Data from the MMJUARI’s Annual Statement, Schedule P — Part 2 (displayed in

Exhibit AG-B, Schedule 4) indicates that by the time losses have reached a

maturity of 7 years (when most medical malpractice claims are closed), estimated

ultimate losses are only about 57% of the estimates of ultimate losses initially
established by the MMIJUARI; and

3. There is an inherent bias of overstatement of expected loss development,

meaning that the MMJTUARI’s selected age-to-age LDFs are too high.”

The Attorney General recommends as reasonable incurred loss development
factors for the period spanning 24 through 288 months of development, factors that
represent the arithmetic average of the following averages presented by the MMJUARIL:
“Simple Average of Middle 3 of Latest 5,” “Volume Weighted Average of Latest 5,” and
“Volume Weighted Average of Latest 7. For loss development factors beyond 288
months, the Attorney General accepts the unity (i.e., 1.00) factors selected by the
MMJIUARI. For the 12 to 24 month period, the Attorney General recommends the 10
year weighted average for reasons of stability.

For paid loss development factors, the Attorney General recommends as
reasonable for the months spanning 12 through 288, factors that represent the arithmetic
average of the following averages presented by the MMJUARI: “Simple Average of
Middle 3 of Latest 5, “Volume Weighted Average of Latest 5, and “Volume Weighted
Average of Latest 7.7 For loss development factors beyond 288 months, the Attorney

General accepts the unity (i.e., 1.00) factors selected by the MMJIUARIL



Mr. Dodge argued that by applying this “mechanical approach™ for selecting loss
development factors, the Attorney General fails to consider data points that may be
aberrations, or outliers. “...like I said, the mechanical approach I think would omit some
of the other considerations in terms of making a selection, particularly if a point is way
high or way low or just based on a very limited volume...” [Transcript of Hearing, page
157, lines 16-20]

The Department agrees with the Attorney General’s concern as to the
MMJUARI's failure to fully explain its loss development factor selections and that the
factors selected by the MMJUARI may be too high in general. Indeed, in response to a
question asked by the Panel, Mr. Dodge stated, that the factors he selected are “.. . best
estimates with a conservative tint to them” [Transcript of Hearing, page 164, line 25], but
that the selections are not *...as conservative” [ Transcript of Hearing, page 165, lines 24-
25] as the loss development factors applied in estimating the reserve needs of the
MMIUARI.

Therefore, the Department accepts the recommendation from the Attorney
General that a more formulaic methodology be applied in selecting loss development
factors, one that produces factors that would represent the expected average as opposed to
factors that are somewhat conservative.

But the Department also agrees with the MMIUARI's point that the Attorney
General’s approach does not give due consideration to outlying data points that exist in
the MMJUART's loss development experience; only one of the averages considered by

the Attorney General excludes outlying data points.



In view of the volume of the MMJUARI loss development experience, testimony
by Kathleen Cutler that there have been no changes in the claim reserving practices of the
MMJIUARI since at least 1989 [Transcript of Hearing, page 151: 1-10], and testimony by
Mr. Grippa that due to factors such as inflation, changes in statutes, and changes in the
judges, “...the direct relevance to predicting future development deteriorates (over
time),” [Transcript of Hearing, page 235, lines 19-25 and Transcript of Hearing, page
226, lines 1-8] ,the Department finds that up to 15 years of MMJUARI experience should
be considered in selecting loss development factors.

The Department accepts the following methodology for selecting loss
development factors:

¢ TFor the age intervals 12 months-288 months, the arithmetic (unweighted) average

of the following averages: Weighted Average of the Middle 3 of Latest 5;

Weighted Average of the Middle 8 of Latest 10; and Weighted Average of the

Middle 13 of Latest 15.

o For the age intervals 288 months and beyond, the Department accepts the unity

(1.00) factors selected by the MMJUARI and the Attorney General.

The Department also agrees with the Attorney General’s position that the
MMJUARI should not rely solely on a total limits loss development analysis because of
the data volatility that arises due to the occurrence or non-occurrence of large claims.
The Department finds that future rate filings submitted by the MMJUARI should include
a methodology that considers the development of claims limited to a value such as
$250,000 or $500,000, and providing for losses in excess of the limited value through the

application of increased limit factors.



Loss Trend

The MMJUARI selected an annual loss trend rate of 6.5%. In its filing, the
MMJIUARI stated, “This trend rate was selected based upon the loss trend approved as
part of the MMJUARI’s recent hospital rate filing and the rate approved as reasonable in
the recent ProSelect Insurance Company individual medical professional liability rate
filing (6.3%). [Page 1 of the Rate Filing Memorandum, MMJUARIT Exhibit 1] In his
testimony, Mr. Dodge acknowledged that the MMJUARI physicians, surgeons and
dentists loss experience is not sufficiently credible for determining a loss trend rate, and
further stated, “But it (the loss trend selected by the MMJUARI) seemed reasonable
relative to the rate filings, the rate hearings that basically covered 70% of the malpractice
market other than MMJUARIL™ [Transcript of Hearing, page 192, lines 10-13]

The Attorney General accepts the 6.5% loss trend rate selected by MMJUARI.
But in response to questions asked by Mr. Whitman, Mr. Grippa agreed that the
MMIJUARI physicians, surgeons, and dentists loss experience is not sufficiently credible
for determining a loss trend 1ate, and acknowledged, “I in fact am to some degree
influenced by it (the loss trend selected by the MMJUARI) because I would assume, and
I may be incorrect, that his (Mr. Dodge’s) much more frequent contact with the
MMJUARL since I have zero contact, may give him some insight as to what’s happening
in the MMJUARL” [Transcript of Hearing, page 265, line 25 and page 266, lines 1-4]

The Department agrees with Mr. Dodge’s and Mr. Grippa’s view that the
MMIJUARI’s experience is not sufficiently credible to be used in the determination of a
loss trend rate and that other information must be considered. In this case the

MMJIUARI considered the loss trend rate it selected in its recent hospital professional



liability rate filing (6%-7%) and the loss trend rate approved by the Department in the
recent ProSelect medical malpractice rate filing (6.3%).

The Department accepts the consideration of the loss trend rate approved in the
ProSelect rate filing, but notes that the 6% to 7% loss trend rate selected by the
MMJUARI in its recent hospital professional liability rate filing was based in part on the
MMJUARI’s hospital loss data which Mr. Dodge testified as being quite limited: “We
unfortunately had the same problem with data, particularly with the hospitals not quite in
the — the hospitals were gone starting 1994 or so, and didn’t come back until early 2000s,
so they had the same limited amount of information.” [Transcript of Hearing, page 192,
lines 16-20]

Consistent with the “actuarial memorandum of findings™ attached to the
Department’s decision on the MMJUARI hospital professional liability rate filing
rendered September 26, 2005 which stated, .. .that the amount of loss trend should not
differ significantly among the various providers...,” the Department finds that
consideration should also be given to the 10.6% loss trend rate approved for Norcal in its
most recent physician & surgeon rate filing.

The Department determines that an appropriate loss trend rate to be the arithmetic
average of the 10.6% loss trend rate approved for Norcal and the 6.3% loss trend rate
approved for ProSelect, which is 8.45%.

Selection of Ultimate Losses by Year

The MMJIUARI selected ultimate losses by occurrence year by considering the

results of two ultimate loss estimation techniques: the incurred loss development method

and the paid loss development method. For all years except the 1996 and 2004
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occurrence year, it selected the results of the incurred loss development miethod. For the
1996 occurrence year, the MMITUARI selected the average of the results produced under
the incurred loss development method and the paid loss development method. For the
2004 occurence year, the MMJIUARI selected 50% of the result indicated from the
incurred loss development method.

The Attorney General accepts the MMJUARI's method of selecting ultimate
losses except for the 1996 and 2004 occurrence years. As respects the 1996 occurrence
year, the Attorney General selects the results produced by the incurred loss development
method. The Department notes that in the case of both the MMJIUARI and the Attorney
General, the results produced by the incurred development method and the paid
development method for the 1996 year are not materially different.

As respects the 2004 occurrence year the Attorney General states in its “Statement
of Areas of Disagreement...” “There is no actuarial justification for dividing the estimate
by two, as compared to dividing the estimate by some other arbitrarily selected number.”
The Attorney General recommends that the selected ultimate losses for the 2004
occurtence year be instead based on the application of the Bornhuetter-Ferguson ultimate
loss estimation technique.

Mr. Dodge explained that his reason for reducing the result of the incurred loss
development method by estimate by 50% (or dividing by two) was that the 50%
adjustment produced an estimate that was in line with his estimates for the other
occurrence years. “Again, that will produce a high indication there as well so we selected

I think half of that again based on what we had seen I think in a couple of the prior
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accident years in terms of the ultimate loss volume.” [Transcript of Hearing, page 29,
lines 21-25]

Mr. Dodge said that he does not find the Attorney General’s use of the
Bornhuetter-Ferguson method unreasonable: “Yes. Ididn’t have any problems with the
use of that method....” [Transcript of Hearing, page 176, lines 12-13] But Mr. Dodge
suggested that the 81.4% expected loss ratio used by the Attorney General in applying the
Bornhuetter-Ferguson method may be low: “As far as the calculation, it seers
reasonable. The only thing I would point out is for the 2004 year, premium volume for
the MMJUARI was substantially down to the two million, two and a half million range,
so that expenses really took up a much larger percentage of premium than this would
indicate, because servicing carrier expenses are a function in large part of prior exposure;
therefore, servicing carrier expenses, actual servicing carrier expenses for that particular
year are much higher than 20%.” [Transcript of Hearing, page 178, lines 21-25 and
Transcript of Hearing, page 179, lines 1-6].

Consistent with the position it has taken in prior decisions, the Department rejects
the consideration of the results of the paid loss development method.

The Department agrees with both the Attorney General and the MMJIUARI that
the results produced by the application of the incurred loss development method (based
on unlimited losses) are not reasonable for the 2004 occurrence year. Also, the
Department agrees with the Attorney General’s position that the Borhuetter-Ferguson
method is appropriate in this case as it is a well accepted actuarial loss estimation method
that is particularly appropriate for the most immature years and given the fact that the

MMIJUARI has not provided, as an alternative method, the application of the incurred



loss development method with losses limited to some value. The Bornhuetter-Ferguson
method is also a less subjective means of giving consideration to estimates from older
years, which Mr. Dodge did in a more judgmental manner.
As respects the expected loss ratio of 81.4% used by the Attorney General, and
Mr. Dodge’s view that due to what he referred to as a reduction in premium volume in
2004, the 81.4% expected loss ratio may be too high, the Department notes that: (1) the
MMJUARI used the same 81.4% expected loss ratio in Exhibit A of its “Development of
Loss Ratio for Complement of Credibility,” (2) the MMIUARI premium volume actually
increased in 2004, and (3) the servicing carrier expense percentage for 2004 as presented
in Exhibit 8 of the filing is 21.9%, which is not significantly different from the 20.1%
used in deriving the 81.4% expected loss ratio.
The Department accepts the following methodology for selecting ultimate losses
by occurrence year:
e For all years except 2004, select the results produced by the incurred loss
development method.
o TFor the 2004 year, select the results produced by the Bornhuetter-Ierguson
method, as applied by the Attorney General, and using an expected loss ratio
of 81.4%.
Selection of Total Limits Loss Ratio
The MMJUARD’s initial method of selecting a total limits loss ratio is an attempt
to be consistent with the systematic weighting approach accepted by the Department in
prior decisions. However, as pointed out by the Attorney General, the MMJIUARI did

not reflect premium weight in its initial calculations. In response, the MMJUARI



submitted an alternative set of calculations dated April 21, 2006 that include
consideration of premium weight. The Attorney General finds the revised method
acceptable.

The Department accepts the MMJUARI’s revised method of loss ratio selection,
with one exception: the calculation of the responsiveness weight for occurrence year
2004. Both the MMJUARI and the Attorney General calculated the responsiveness
weight for 2004 by taking the reciprocal of the incurred loss development factor they
respectively selected. The Department finds more reasonable, a responsiveness weight
for the 2004 occurrence year that is based on the reciprocal of the incurred loss
development factor implied by the ultimate loss estimate that was selected.

Complement of Credibility Procedure

The MMJUARI determined its complement of credibility to be its selected loss
trend rate compounded over the period spanning February 1, 2004 through January 1,
2007, where February 1, 2004 is the effective date of its last rate revision and January 1,
2007 is six months beyond its target effective date of July 1, 2006 for the current filing.
In response to the Aftorney General’s “Statement of Areas of Disagreement,” the
MMJUARI submitted a rate level indication that results from an alternative complement
of credibility procedure. But as Mr. Dodge stated in response to the Panel’s question as
to whether the MMJUARI stands by its initially filed procedure: “Yes. We presented that
additional exhibit to show what the impact of the Attorney General’s (approach) would
be, but the method we had originally proposed seemed to be at least for this filing to have
been accepted.” [Page 183: 22-25] That is, Mr. Dodge stated that the reason why the

MMJUARI used this initially filed procedure is because it is consistent with the

i4



procedure approved by the Department in the recent ProSelect physician & surgeon rate
filing.

The Attorney General disagrees with the MMJUARI's complement of credibility
procedure for two reasons. First, it disagrees with the time period over which the
MMJUARI compounds its selected loss trend. As it states in its “Statement of Areas of
Disagreement,” “Thus, the assumed starting mid-point of rate use for trend compounding
in the complement of credibility calculation should be 2/1/2005. The proposed mid-point
of rate use should be 7/1/2007. Thus, trend should be compounded annually for 29
months. The starting point of 2/1/04 and the ending point of 1/1/07 displayed in the
Filing for trend compounding are incorrect.”

The Attorney General also disagrees with the general procedure used by the
MMJUARI in considering the credibility of its experience. As it further states in its
“Siatement of Areas of Disagreement,” “In the Filing, the MMIUARI introduces
‘complement of credibility’ to determine a weighted average indicated rate change in a
manner that results in applying compounded trend to expense provisions and discount
factors that underlie current approved rates, which is incorrect....The appropriate
‘complement of credibility’ is the loss ratio underlying current rates, adjusted to current
level by the proposed annual trend, compounded for the number of years between the
mid-point of proposed rate use for the Filing underlying current rates to the mid-point of
rate use for the proposed rates.”

The Panel asked Mr. Grippa if he found the alternative complement of credibility
calculation procedure submitted by the MMJUARI acceptable. Mr. Grippa stated, “And

Exhibit 9 continues to have similar problems with it. They’ve inserted the loss ratio, but
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the trend line — the length of compounding - is incorrect, and seeking to recoup some
desired rate change in the past is incorrect, so I still disagree with both exhibits (Exhibit 8
and Exhibit 9. [Transcript of Hearing, page 227, lines 9-1 5]

The Department finds that the complement of credibility procedure initially used
by the MMJUARI and which it continues to support is not the procedure the Department
approved in the ProSelect filing. The Department agrees with the Attorney General on
both areas of concern that it has raised: the trend period is not correct, and it is the loss
ratio underlying the current rates to which the compounded trend rate should be applied
Further, the Department does not accept the “residual rate requirement” adjustment made
by the MMJUARI in its alternative calculation because the Department did not make a
finding on the full amount of the rate level indication that had been calculated by the
MMJUARI at the time of its last filing. Therefore, the Department finds the
consideration of foss trend only and not the prior rate level indication to be appropriate.

The Department accepts the complement of credibility procedure recommended
by the Attorney General, which is to use as the complement of credibility the loss ratio
underlying the MMJUARI’s current rates, with no adjustment for “residual rate
requirement,” compounded by the selected loss trend rate over a period of 29 months.

However, the Department does not agree with the Attorney General’s use of the
loss trend rate that was filed by the MMJUARI in this filing. The Department finds 1t
appropriate to use the loss trend rate that it accepts for this filing, 8.45%, for the purposes

of calculating the complement of credibility.
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Credibility of the MMJUARI’s Loss Experience

This issue concerns the amount of credibility weight assigned to the MMJUARI’s
experience.

Both the MMJUARI and the Attorney General accept 1,500 claim counts as the
full credibility standard, consistent with prior decisions of the Department. (It is noted
that the MMJUAR] initially applied a standard of 683 claims, but subsequently revised its
calculations to reflect the 1,500 claim standard.)

Both the MMJUARI and the Attorney General estimate the number of ultimate
claims by applying the reported claim count development method; however, the Attorney
General does not accept the MMJUARI’s judgmentally selected claim count development
factors. The Attorney General’s selected factors follow the methodology it used in
selecting paid loss development factors.

The Department accepts the 1,500 full credibility claim standard and the
following methodology for selecting ultimate claim counts by occurrence year:

e For all age intervals, the arithmetic (unweighted) average of the following
averages: Weighted Average of the Middle 3 of Latest 5; Weighted Average
of the Middle 8 of Latest 10; and Weighted Average of the Middle 13 of
Latest 15.

Allocated Loss Adjustment Expense (‘ALAL”) Percentage

The MMJUARI applied a loading of 19% to its projected losses to provide for
ALAE. The 19% provision was judgmentally selected by the MMJUARI based on an
analysis performed by the MMJUARI of its historical ratio of incurred ALAE to incurred

loss amounts. That analysis, which, subsequent to the initial filing was corrected by the
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MMJIUARI, shows the historical all-year average ratio to be 20.5%, with the average over
the last five years to be 37.1%. Mr. Dodge stated, “So we were looking I think more in
terms of the long-term average which was in the 20 range and we had selected 19, so I
guess I viewed the lower years on the exhibit as being driven by a very small underlying
exposure for the MMJUARI in terms of premium, in terms of counts and so forth.”
[Transcript of Hearing, page 187, lines 16-22] On page 5 of the rate filing memorandum,
the MMJUARI also stated, “The selected ratio of allocated loss adjustment expense as a
proportion of total limit losses is summarized on Exhibit 9 and is based on the values
selected as part of the December 31, 2004 MMJUARI reserve analysis and consistent
with the MMTUARI's recent hospital rate filing.”

The Attorney General accepts the MMIUARI's 19% provision for ALAE as
reasonable. The Panel asked Mr. Grippa why he did not give more weight to the
MMJUARIs ratios of incurred ALAE to incurred losses over the last five years as it had
so done in selecting loss development factors. In response, Mr. Grippa commented that
the ratios over the past five years are “subject to much greater random variation”
[Transcript of Hearing, page 243, line 12]. He also stated, “So, to some degree a
selection of ALAE should be done with some knowledge, not only of the company’s
historical way of operating as respects claim settlements, but also with knowledge about
how the company intends to operate in the future, hence, I give more weight to judgment
selection by the carrier for ALAE than I would for loss development factor
selection....We asked the question about claim settling practices and were told that there
have not been any changes in claim settling practices.” [Transcript of Hearing, page 245,

lines 6-14, 20-22]
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Mr. Grippa also said that the “Insurance Expense Exhibit Compilations,
Countrywide Experience” compiled by ISO supports 19% as a reasonable ratio.
[Transcript of Hearing, page 243, lines 20-21] However, he later retracted this statement
in his response to one of the Panel’s interrogatories.

Also, in tesponse to a hypothetical question asked by the Panel that had the
MMJIUARI selected a ratio of 23% instead of 19%, would he have found that ratio to be
reasonable in light of the MMJUARI’s experience, Mr. Grippa stated, “...] think I would
have accepted that number as well.” [Transcript of Hearing, page 244, lines 13-14]

The Department agrees with both parties that excessive weight should not be
placed on the MMJUARY’s ratios of incurred ALAE to incurred losses over the past five
years. The Department accepts the 19% ratio selected by the MMJUARI
Unalocated Loss Adjustment Expense (“ULAE”) Percentage

The MMJUARI applied a loading of 9.5% to its projected losses to provide for
unallocated loss adjustment expenses. The 9.5% provision was judgmentally selected by
the MMJUARI based on an analysis performed of its historical ratio of paid ULAE to
paid loss amounts. That analysis showed the all-year average ratio to be 6.72%. Mr.
Dodge stated, “Well, you don’t have the prior report. 1 mean we had been moving this
number up over time. [ believe the last filing or the last year-end reserve review was
somewhere around 8.5%, so recognizing that it has been going upward, we moved it up, |
believe, a point this time and certainly the 9.5% is in the range of the latest four, latest
five (data points).” [Transcript of Hearing, page 188, lines 15 - 22}

The Attorney Geeneral does not accept the historical averages presented by the

MMJUARI in support of the selected 9.5% ULAE provision, but nevertheless accepts the



provision of 9.5% because it has no materia) effect on the calculation of the rate level
indication. Mr. Grippa stated, “They (the historical ratios of paid ULAE to paid loss) are
current, so you've got a mismatch, so I really don’t give any material credibility to the
averages, and because whatever selected total there is, my understanding is if we change
it, given that the whole total has to match the servicing carriers dollars spent, if we raise
the 9.5%, we need to lower the fixed expense provision. If we lower the 9.5%, we need
to raise the fixed expense provision. We are not getting any place.” [Transcript of
Hearing, page 247, lines 16-24]

The Department agrees with the Attorney General’s assessment of the
MMIJUARI’s selected provision and accepts the MMTUART’s provision of 9.5% for
ULAE.

XPL/ECO Load

Consistent with the Decision issued in In Re ProSelect DBR No. 05-1-0111
(“ProSelect Decision™), MMJUARI included a 2% provision for its potential liability for
Josses in excess of policy limits and extra-contractual obligations (XPL/ECQ). At the
prehearing conference the Department requested that the parties brief the applicability of
R.IG.L. § 27-7-2.3. MMJUARI filed a brief indicating its position that R1.G.L. § 27-7-
2.3, which was enacted in 1981 - 18 years prior to the decision in 4sermely v. Allstate
Ins Co, 728 A.2d 461 (R.1. 1999) (*Asermely”), specifically refers to and must be
interpreted as limited to application of RLG.L. § 27-7-2.2 related to prejudgment interest
on awards. The Attorney General filed a motion to disallow the XPL/ECO load putting
forth three legal arguments which it asserts support the disallowance of the requested

load. First, the Attorney General cites three cases decided since 4sermely, in which the



insurer was not held liable in excess of policy limits outside of the interest calculation of
RI.G.L.§27-7-2.2. Second, the Attorney General argues that R1.G.L. § 27-7-2.2
prohibits the inclusion since it prohibits retroactive recovery of prejudgment interest and,
therefore, prospective inclusion violates the intent of the statute. Third, that there is little
danger that MMJUARI would pay in excess of its policy limits as long as it did not
engage in bad faith conduct.

The Department accepts the argument of MMJUARI that the intent of RLG.L. §
27.7-2.2 was not directed to the Asermely situation upon which the requested load is
based and, therefore, does not prohibit the request. The Attorney General’s arguments, as
outlined below, are interesting and are raised in this case for the first time. First, the
Attorney General looks to the post Asermely cases and correctly points out that the dicfa
in Asermely has not resulted in any verdicts. While each of these cases addresses interest
payments in excess of policy limits, none addresses an appeal of a trial court decision
consistent with the dicta in Asermely upon which the load is based. While the Attorney
General’s arguments are persuasive that the type of verdict made possible by the dicfa in
Asermely may not be appropriate, the fact remains that the Supreme Court has not
directly addressed the issue. The Attorney General’s second and third arguments are
predicated on a finding that an 4sermely verdict will not occur.

MMUIUARI indicated that there is currently a case pending before the Rhode
Island Supreme Court that could bring some clarity to the Asermely issue. The Attomney
General argues that the most likely outcome of this case is a mere awarding of interest on
the judgment under RIL.G.L. § 27-7-2.2 but not full payment of the judgment over policy

limits. Since the two competitive carriers in the market have included a 2% load in the



rates, the Department is hesitant to deny this load to the MMIJUARI thus placing the
statutory residual market in a disadvantageous position relative to competitive carriers.
As indicated in the ProSelect and Norcal Decisions, the Department will continue to
monitor the development with regard to an insurer’s potential liability under Asermely.
However, for this filing, the Department will approve the 2% load requested, consistent
with the ProSelect and Norcal Decisions.

In reference to the requested XPL/ECO factor, MMJUARI is referred to the
discussions in the ProSelect Decision and the Norcal Decision with regard to this issue.
MMJUARI should seriously consider, prior to its next filing, whether any development
has occurred in this area with regard to Asermely and, therefore, whether the factor
continues to be warranted.

Profit and Consideration of Investment Income

As the MMJUARI is considered to be a not-for-profit entity, it did not include a
profit provision in the calculation of its rate level needs. Mr. Dodge stated, that as
respects the profit loading, “I think it has been the MMJUARTI’s long-standing position
that the idea of loading a profit into a nonprofit MMJUARI was inconsistent.... The idea
had come up at one of the Board meetings in terms of including a profit provision, and it
was just deemed totally unreasonable. With the role the MMJUARI serves, to load a
profit provision into the rates seemed inconsistent with their role.”

As respects this filing, not including a profit provision in the calculation of its rate
Jevel needs means that (1) a zero percent (i.e., no) underwriting margin is included in

determining the expected loss ratio, and (2) the projection of losses and loss expenses is
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performed on a “discounted” basis; that is, on a basis that removes the investment income
that is anticipated to be earned on the loss reserves that are carried.

The Attorney General agrees with the MMJUARI not including a profit provision
in calculating its rate level needs as respects this filing. However, the Attorney General
commented that in future MMJUARI filings a positive profit margin may be needed. As
it states in its “Statement of Areas of Disagreement,” “ Ona going-forward basis,
however, the continuing incorporation in rates of a 0.00% operating profit and income tax
provision will likely serve at some point in time to lower the surplus position of the
MMJUARI beyond a reasonable level so as to undermine policyholder protections.
Accordingly, the Attorney General recommends that, in its future filings with the DBR,
the MMJUARI be required to set forth the criteria (e.g., actual versus required Reserves
to Surplus Ratios) by which it has determined whether to propose a zero provision for
operating profits and income taxes or some positive level.”

But while the Attorney General agrees with the MMIUARI not including a profit
provision in calculating its rate level needs as respects this filing, it does not agree with
the investment income rate of 5.25% and the investment income factor of 715 used by
the MMTUARI to reflect the time value of money in its 1ate level indication calculations.
The Attorney General finds an investment income rate of 5.95% and an investment
income factor of .684 to be appropriate.

The 5.25% investment income rate used by the MMJUARI is based on an
investment yield forecast made by the MMJUARI’s investment manager, Conning Asset
Management Co. (“Conning”) The Attorney General raises several concerns with this

rate: (1) The projected yield is for both the underwriting fund and the stabilization reserve
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fund (SRF) combined; therefore, as the underwriting fund’s historical investment
performance has exceeded that of the SRF, an investment rate that is higher than the
combined projected investment rate should be used; (2) “Moreover, since the PSDPL
rates at jssue are scheduled to become effective July 1, 2006, only the Conning yield
projections after this date should be applicable in determining an appropriate investment
income rate”; (3) Based on an analysis performed by Dr. Ileo, “Conning’s forecasts of
yields on Treasury Bonds & Notes have fallen short of actual financial market results by
an average of approximately 20 basis points through the end of March 2006
[“Statement of Areas of Disagreement”]; and (4) “Due to continuing actions by the Board
of Governors of the Federal Reserve System to alleviate inflationary expectations,
upward pressures on interest rates are likely to continue into the foreseeable future.”

The Attorney General’s disagreement with the MMJIUARI’s investment income
factor of .715 stems from its view on the MMJUART’s selected investment income rate
and the MMJUARI's selected loss payment patteri.

In response to the Attorney General’s position on its selected 5.25% investment
rate, Mr. Dodge stated that Conning manages the underwriting fund only and, therefore,
Conning’s investment yield forecast is appropriate for the underwriting fund. “Your
understanding (is that) the underwriting fund is managed by Conning; correct? Yes. And
the stabilization reserve fund is managed by some other entity? Yes.” [Transcript of
Hearing, page 51, lines 8-13]

As respects the time period over which the selected investment rate is to apply,
Mr. Dodge acknowledged the inconsistency noted by Dr. Tleo: “1saw in the letter that

was submitted in February that the time period wasn’t exactly the same as I had discussed



with Conning but the interest rate there was 5.35%. We took that number and
incorporated it into our analysis at face value. We did not try to check things out to see
the money manager’s assumptions as to the new money rate.”” [Transcript of Hearing,
page 51, lines 16-23]

Mr. Dodge also commented on the Attorney General’s third and fourth points:
“The only other point I would make is that in the Attorney General’s response, they were
able to do a comparison of earned interest rates versus Conning’s projection using
information through March 30th of 2006. Again, keep in mind the information available
at the time we made the filing was only through mid-December of 2005 so we’ve got the
benefit of three months of hindsight there so, again, it wasn’t available to me at the time |
made the filing.” “It (the Attorney General) does a comparison of what Conning’s
projection was and determined that they were low by 20 basis points. I guess that’s true
at 3/31, but who’s to say where they’1l be six months, nine months down the road as it’s
one data point.” [Transcript of Hearing, page 53, lines 4-10]

Mr. Dodge also commented on the MMJUART's reliance on the Conning
projections: “Is that something that actuaries usually do, take investment advice of the
investment manager for a particular entity?” “They’re certainly in a better position to
forecast that number than I would be.” [Transcript of Hearing, page 52, lines 9-13]

The Department finds an investment income rate of 5.55% and an investment
income factor of .715 to be appropriate. The Department agrees with the Attorney
General’s position on the need to better match Conning’s investment rate projection with
the time period the proposed rates are to be in effect. But the Department agrees with the

MMJUARI’s position on the other three points raised by the Attorney General. That is,



the Department does not accept the Attorney General’s (1) adjustment to reflect
differences in investment yield performance between the underwriting fund and the SRE,
(2) consideration of information that became available after the date the filing was
prepared, and (3) adjustment based on a hindsight review of the accuracy of Conning’s
projections based on a single valuation point, March 31, 2006.

The 5.55% investment income rate is calculated from the Attorney General’s
Table E.1, Row 4 and Row 7 [“Statement of Areas of Disagreement”], using the
following calculation: [(2)/(1a)}x(1b)-(7). The .715 investment factor is based on the
5 55% investment rate and the occurrence paid loss development factors selected by the
Department. It is a coincidence that the Department’s calculation of the investment
income factor results in the same factor proposed by the MMJIUARI.

The Department further notes that while it is appropriate for the MMJUARI to
rely on the advice of its investment manager in selecting an investment income rate to be
used in calculating its rate level need, it is quite appropriate for the Attorney General and
the Department to review the projected investment income rate for reasonableness. In
this case, the Department accepts Conning’s projection subject to the adjustment
discussed above.

Expenses

The MMJUARI initially included the following expense provisions in deriving its
rate level indications:

Servicing Cartier: 15.0%

Commissions: 4.3%

Other: 3.0%



Total 22.3%

The MMJUARI also separated the total expense provision of 22.3% into variable
expenses and fixed expenses as follows:

Variable Expense Ratio (Commission): 4.3%

Fixed Expense Ratio (including ULAE): 18.0%

The MMJUARI assumed, based on information from its servicing carrier, that
approximately one half of all fixed expenses are attributable to ULAE; as discussed
above, the MMJUARI included the assumed ULAE cost with losses, leaving its provision
for other fixed expenses at 9.0% of premium.

During the hearing, the MMJUARI acknowledged a calculation error and
amended its 4.3% commission provision to 3.45%. Also during the hearing, Mr. Dodge
acknowledged that the 3.0% other expense provision incorrectly included a small
provision for premium tax.

In its “Statement of Areas of Disagreement”, the Attorney General raised several
concerns with the MMJUARI's selected expense provisions.

As respects the variable expense provision, the Attorney General disagreed with
the MMJUARI’s initial provision of 4.3%, but accepts the amended provision of 3.45%.

Another concern initially raised by the Attorney General was with the inclusion of
a provision for premium taxes, but during the hearing the Attorney General agreed that
such a provision should not be included in the rate level indication calculation.

The Attorney General also believes that the MMJUARI should reduce its
provision for variable expenses by 0.31% to recognize the finance charges it collects.

The Attorney General’s recommended total variable expense 1atio is 3.14%.



As respects the MMJUART's selected fixed expense provision of 9.0%, the
Attorney General finds a provision of 8.2% to be appropriate for the following reasons
stated in its “Statement of Areas of Disagreement™

e “ _Various expense categories of the MMJUARI are inappropriately

expressed in terms of Total Underwriting Revenue instead of written
premium.”

o The MMJUARI should subtract investment expense, premium tax expense,

and premium deficiency reserve expense from the fixed expense provision.

The correct procedure according to the Attorney General results in a total fixed
expense ratio, including ULAE, of 16.39%.

As respects the splitting of the 16.39% into ULAE and other fixed expenses, the
Attorney General states in its “Statement of Areas of Disagreement”, “.. .the 9% fixed
expense Tatio proposed by the MMJUARI results from applying a purported factor of
50% to a selected total fixed expense ratio of 18%. The Attorney General has repeatedly
requested documentation to support the use of this 50% factor in this, and prior,
MMUJUARI rate filings, but none has been provided by the MMIJUARI... The Attorney
General has reluctantly accepted for purposes of this case the MMITUARI’s wholly
unsupported premise of utilizing a 50% factor for separating ULAE from fixed
expenses.” Application of the 50% factor for ULAE to the 16.39% total fixed expense
ratio results in a fixed expense provision calculated by the Attorney (General of 8.2%.

As respects the variable expense ratio, the only point of disagreement between
MMUJUARI and the Attorney General is with respect to the billed finance charges. In its

«Qiatement of Areas of Disagreement”, the Attorney General states, “Income statements



of the MMJUARI further establish that, in conjunction with the collection of premium, it
receives finance charge revenue from policyholders.” The Attorney General believes that
these charges, which amount to 0.31% of premium, should be subtracted from the total
variable expense provision. In its “Statement of Areas of Disagreement”, the Attorney
General further states, “Hence, the Attorney General recommends that an offset for Billed
Finance Charges of -0.31% be incorporated within the Variable Expense Ratio approved
by the DBR in this proceeding.” The MMJIUARI believes that these charges should not
be subtracted. The MMJUARI states, “It is really sort of a substitution of the money that
MMJIUARI does not have in its accounts to earn investment income. It is making up for
it by a billed finance charge.” [Transcript of Hearing, page 49, lines 13-17]

The Department finds that the Attorney General’s approach of subtracting the
billed finance charges without making an adjustment to the investment income factor
does not recognize investment income lost due to delays in premium payments.

However, the Department also finds that the MMUJUARI's approach of not subtracting the
billed finance charges assumes that the billed finance charges exactly match the lost
investment income due to premium payment delays; but the MMJUARI did not show this
to be the case.

The Department finds it reasonable to offset for billed finance charges by an
amount that is one-half of the Attorney General’s provision, or 0.16%, with no
adjustment to the investment income factor. Therefore, the Department accepts a
variable expense ratio of 3.29% (3.45%-0.16%).

The reasons for the differences between the Attorney General and the MMIUARI

on the fixed expense ratio are not entirely clear. In fact, Mr. Dodge acknowledged this



to be the case and further acknowledged that the differences are not material when he
responded to a question on the MMUJTUARI’s use of written premium: “In terms of one
percent, again, our number was based on a premium estimate after discussions with the
MMJUARI so there’s certainly some uncertainty around that number in terms of the
written premium volume, So 1 didn’t give it significance: 8.2% vs. 9%.” [Transeript of
Hearing, page 50, lines 9-15]

As the Department finds merit in the respective positions of both the MMIUARI
and the Attorney General, and given the relatively small difference in the provisions
selected by each party, the Department accepts a fixed expense provision that is mid-way
between the MMJUARI and Attorey General’s provisions, or 8.6%.

Occurrence Policy Rate Level Indication

The Department finds the MMJUARI's rate level indication for occurrence
policies to be +8.7%.

Claims-Made Policy Rate Level Indication

The MMJUARI calculated its claims-made policy rate level indication using the
same methodology it used in developing its occurrence policy rate level indication (as
revised on February 23, 2006), with the following exceptions:

e the selected ultimate losses for claims-made year 2004 is the ultimate losses

indicated by the incurred loss development method

o the incurred loss development factors are based on incurred loss and ALAE

Joss development experience for occurrence policies (re-configured to a

claims-made basis) and claims-made policies combined



o the paid loss development factors are based on paid loss and ALALE
experience for occurrence (re-configured to a claims-made basis) and claims-
made data combined

e reported claim counts are not developed

o the selected ratio of ALAE to loss is based on the ratio of incurred ALAE to
incurred Joss (undeveloped) from claims-made years 1992-2004 evaluated as
of September 30, 2005

The Department’s findings related to the calculation of the occurrence policy rate

level indication apply to the calculation of the claims-made policy rate level indication.
Claims-Made Policy Rate Level Indication

The Department finds the MMJUARI's rate level indication for claims-made

policies to be +11.0%.

B. OVERALL RATE LEVEL INDICATION

The Department determines the appropriate weights to apply to the separate rate
level indications developed for occurrence policies and claims-made policies to be 85%
and 15%, respectively based on the 2004 earned premium at current rate level. The result
of applying these weights is an overall rate level indication of +9.1%.
What is the MMJUARI’s Rate Level Need?

As detailed in the analysis above, the Department finds that rates that are not
excessive, inadequate or unfairly discriminatory can only be calculated by making
adjustments to the MMJUARI’s proposal. In addition to the issues resolved as indicated
above, the Department finds that the following alterations to the MMIUARI’s request are

necessary:
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e The Department finds that an overall rate level increase of 9.1% for MMJUARI’s
Physicians, Surgeons and Dentists Professional Liability Program will result in
rates that are not excessive, inadequate or unfairly discriminatory.  The
Department orders that MMJUARI is authorized to issue medical malpractice
insurance in Rhode Island based on the rate level change established 1n
accordance with the attached rate calculations, applied uniformly to occurrence
and claims-made rates.

V.
FINDINGS OF FACT

1. On January 6, 2006 the MMJIUARI filed a request to increase rates for its
Physicians, Surgeons and Dentists Program.

2. The filing requests an overall rate level increase of 15%. All rates are
proposed to be effective on July 1, 2006. The rates now in effect for the MMJUARI
were approved effective February 1, 2004

3. The Attorney General disagrees with the MMJUART's requested rate level
increase of 15% and recommends a rate level change of -4.8%.

4. The findings and recommendations in this Decision are based upon
judgments and assumptions used by the Department in order to ascertain the appropriate
rate relief. Insurers should not rely on the findings in this filing for future rate requests
since conditions and situations may change depending on the credibility of the data
provided by the filer. Clearly, the Department could have reached a different decision
had the parties presented the Department with more credible and relevant data and other
information for consideration. It is important to note that the Department relied on and

accepted the data contained in the filing without independent audit.
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5. The Department finds that the MMIUARI’s overall rate level need is to be
determined by separately determining a rate level indication for occurrence policies and
for claims-made policies and then averaging the two indications by applying weights of
85% and 15%, respectively.

6. The Department accepts the following methodology for selecting incurred
loss, paid loss, and claim count development factors:

¢ For the age intervals 12 months-288 months, the arithmetic (unweighted)
average of the following averages: Weighted Average of the Middle 3 of Latest 5;
Weighted Average of the Middle 8 of Latest 10; and Weighted Average of the Middle 13
of Latest 13.

e For the age intervals 288 months and beyond, the Department accepts the
unity (1.00) factors selected by the MMJUARI and the Attorney General.,

7. The Department determines an appropriate loss trend rate to be 8.45%.

8. The Department accepts the following methodology for selecting ultimate
losses by occurrence year:

e For all years except 2004, select the results produced by the incurred loss
development method.

e For the 2004 year, select the results produced by the Bornhuetter-Ferguson
method, as applied by the Attorney General, and using an expected loss ratio of 81.4%.

9. The Department accepts the MMITUARI's revised method of loss ratio
selection, with one exception: the calculation of the stability weight for 2004, which is to
be calculated by taking the reciprocal of the incurred loss development factor implied by

the selected ultimate loss estimate.
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10. The Department accepts the complement of credibility procedure
recommended by the Attorney General, which is to use as the complement of credibility
the loss ratio underlying the MMJUARI’s current rates, with no adjustment for “residual
rate requirement,” compounded by the selected loss trend over a period of 29 months.
The loss trend rate selected by the Department to be used is 8.45%.

11.  The Department accepts the 1,500 full credibility claim standard selected
by the MMJUARIL

12.  The Department accepts the 19% ALAE ratio selected by the MMJUARL

13, The Department accepts the MMJUARI’s provision of 9.5% for ULAE.

14, With regard to the XPL/ECO Load, the Department, following its decision
in the Proselect and Norcal Decisions, has included a 2% provision for the XPL/ECO
liability. As indicated in the ProSelect and Norcal Decisions, the Department will
monitor further developments with regard to an insurer’s potential liability under
Asermely and these developments will be taken into account in the establishment or
elimination of this provision in the future.

15.  The Department accepts not including a profit provision.

16.  The Department finds an investment income rate of 5.55% and an

investment income factor of .715 to be appropriate.

17.  The Department accepts a variable expense ratio of 3.29%.
18.  The Department accepts a fixed expense provision of 8.6%.
19.  Any conclusion of law which is also a finding of fact is hereby adopted as

a finding of fact.



20.  The Department finds that future rate filings submitted by the MMJUARI
should include a methodology that considers the development of claims limited to a value
such as $250,000 or $500,000, and providing for losses in excess of the limited value

through the application of increased limit factors.

VL
CONCLUSIONS OF LAW

1. The MMJUARY’s request for rate relief was filed at the Department of
Business Regulation in accordance with the applicable statutes and regulations pertaining
thereto.

2. The Department of Business Regulation has jurisdiction in this proceeding
in accordance with R.1. Gen. Laws §§ 27-9-10, 42-14-1 e seq. and 42-35-1 ef seq.

3 The standard of review under which this filing is to be evaluated is to
determine whether the rate request is excessive, inadequate or unfairly discriminatory.

4. The definition of “excessive” to be applied in the Department’s review is
whether the requested rate is likely to produce an underwriting profit that is unreasonably
high for the class of business or if expenses are unreasonably high in relation to services
rendered.

5. R.IG.L. § 27-7-2.3 does not prevent the inclusion of a factor for potential
liability under Asermely.

5. An overall 1ate level increase of 9.1% will result in rates that are not
excessive, inadequate or unfairly discriminatory.

6. The filed changes shall be effective on July 1, 2006.

7. Any finding of fact that is also a conclusion of law is hereby adopted as a

conclusion of law.



VII.
RECOMMENDATIONS
In accordance with the Findings of Fact and Conclusions of Law set forth above,
we find that the overall rate level change of +9.1% will result in rates that are not
excessive, inadequate or unfairly discriminatory.

This 6™ day of June, 2006.

/u@&’\\wKC\mf\b\ Rm\w

Ehzabe’fh Kelleher Dwyer
Co-Hearmg Ofﬁcer

Paula M. Pallozz1 ﬂ
Co-Hearing Officer
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ORDER AND DECISION

I have read the Hearing Officers’ Decision and Recommendation in this matter, and I hereby

opP
REJECT
MODIFY

the Decision and Recommendation.

ENTERED AS AN ADMINSTRATIVE ORDER OF THE DEPARTMENT OF
BUSINESS REGULATION THIS 6" DAY OF JUNE, 2006.

-A. Michael ques
Director and Insurance Commissioner
f

Departme Business Regulation

THIS DECISION CONSTITUTES A FINAL DECISION OF THE DEPARTMENT
OF BUSINESS REGULATION PURSUANT TO RHODE ISLAND GENERAL
LAWS TITLE 42, CHAPTER 35. AS SUCH, THIS DECISION MAY BE
APPEALED TO THE SUPERIOR COURT SITTING IN AND FOR THE
COUNTY OF PROVIDENCE WITHIN THIRTY (30) DAYS OF THE DATE OF
THIS ORDER. SUCH APPEAL, IF TAKEN, MAY BE COMPLETED BY FILING
A PETITION FOR REVIEW IN SAID COURT.
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Incured Incurred Litimate #ald Pald (Aitlmate Lasses exct

Accident Losses excd Facier lo Losses excl Lessos oxcl Faclatlo Lasses exct ALAE a5 of

Yoot ALAE Unfmate ALAE ALAE Ulitmale ALAE HIDR085
1] (2) (3 (O] {5} ] m 1]

16875 51337 1.000 5,937 51,037 1.090 51837 51837
1975 5472 1.000 5,478 5478 1.000 5478 5478
1977 4,328 1.000 4328 4328 1.000 4,325 4,328
1078 3410 1.000 3410 3410 1.660 3410 3410
19748 6,877 1.060 5877 B.477 1.000 6,877 8877
1080 14.751 1.000 14,751 14,549 1.800 14,511 14,751
1081 10,584 1.000 0,184 19,184 1.800 10,584 10,184
14982 17,687 1.000 17.687 17,687 1.0060 17,887 17.687
1903 13,803 1.080 13,608 13,508 1.000 13609 11,609
1984 11,085 1000 11,089 11,064 $.600 11084 11,089
1845 17,027 5.9840 17,010 17,027 1.000 17,027 17,027
1986 16,325 0.898 15,282 18,425 1.060 16,125 16,202
1987 11,843 1.0400 11,143 11,143 1.000 11,143 £1.143
1088 15.248 1.000 £0,246 19,248 1.000 19,248 19,248
1869 13,314 1000 13314 13,314 0.09% 13,201 13314
1930 15,658 0008 15,821 15,258 3.003 15,304 15,027
15991 15,125 £.000 15,125 §5,050 .48 15,351 15,125
16852 10,6456 ©.980 19,624 $.446 1.6022 9,658 18,624
1983 16,218 0,939 16,107 10.208 1.033 10,545 10,258
1984 15,584 0.882 15,71 15,108 1.058 15,854 5,701
1985 4,922 #3a7a 4,811 4,002 1.072 4,288 4.811
1998 328 0.285 3.455 3,181 1.112 3,538 3,456
1997 5121 0.057 4,900 4,046 1.159 4888 4,900
1898 2,615 G.634 2,442 1,090 3.276 1.3 2442
1899 &05 0.826 488 g 1.582 1z7 448
2806 580 0.942 822 75 asn 193 €621
2001 2,145 1.085 2,328 835 4.405 3,643 2328
2002 540 1438 77 a2 6.258¢ 203 7
2603 642 2577 1,855 o0 $0.309 228 1655
2004 1,415 5.650 7,884 a A ] 4,140
Totot 5256,608 263,483 £244.500 5252637 259,752

tfolas:

12).{5) Fromy Exhibit 3, Columns (7) and (8)
(3).(8) From: Exhibil 4A, Sheel 2 and Exhibit 4B, Sheet 2
@y &)
{7} 45} x (0}
mu Seleciod: 2004 fam Exhibit 2, Sheel 2, Row (7}




MEDICAL MALPRAGTICE JOINT UNDERWRITING ASSOCIATION
Of RHODE ISLAND

Physicians, Surgapas & Denlists - Occurrunce Coversye
Bomeutter - Farguson {8-F) Meikod for Accident Year 2004
{5000}

{1) Totaf Limit Ganed Premium at Pinsant Rafe Level
{2) Exporicd Less Rolio

(3} Expected Losses

{4) £ ted % of Untopaned Ultimate indemaity bosses
(5 Expecied Unreported Indemaily Losses

{6) Reported Indemnity Losses

7} Estimated Uilimate Indemnily Losses

{8) Implted Faciar to Uit for AY 2004

4,867
0814
3341
o623
2,725
1,415
4,140

24528

Notes:

1) From Exhibil £. Sheel 1, Colurmm {5) lor AY 2004

(2} From Exhidl §, Sheet 2, Raw (T}

Q) D=

{4) 1 - Reciprocal of AY 2004 LDF iIn Exhitil 4&, Sheel 2
(5 x4}

6} From Exhibit 3, Colwmn (7) for AY 2004

{7 5+ (&

{8} (7} (B}

Exhibil 2
Sheat 2



MEDCAL MALPRACTICE JOINT UNDERWRITRNG ASSOCIATION Exdeibiit 3
OF REQDE ISLAND

Physiclans, Surgeons & Dandists - Geepmence Coverage

L.o5505 a5 of BA0rR005
intutred P Incumes

Accide it Tola! incurred Paid Quistinding Paid Qutslanding Loss Loss ALAE

Yanr Loss & ALAE Expensg Exponse Lass 1055 (O00's) {0e0's) {800's)
t & o ) ] (€} ] 8} 8

3675 52,166,427 229,758 50 3$4.938,86¢ ¢ 51,937 £1.537 $23¢
1478 6,108,842 631,512 a 4,470,330 ] 5,478 5478 83%
197? 5,328,708 1,013,508 k4] 4,325,862 ] 4,326 4326 1,014
1918 4,176,442 768,857 1] 3,408,505 2 3410 3410 8%
1979 6,022 806 1,146,232 0 6,678,520 o 8,877 8,877 5,846
1g88 18,376,582 1,608,433 25,187 14,511,042 240,000 14,751 $4,511 16326
toht 12,208 454 2022928 4 £0,163,537 ) 10,184 10,184 2,083
1832 19,848,162 2.260,745 1} 17,807 415 o 17.687 17,687 2,26%
18823 16,156,204 2547405 '} 13,808,698 13 13805 13604 2,547
1984 13,832,704 2,738,505 4,724 11,064,074 25,000 11088 11,084 2,744
1085 20,284,571 3,287,792 1] 17.028,778 a 17027 17027 3,758
1988 19,604,041 3,270,043 Z571 16,125.025 200,500 6,325 18,125 3.278
1987 14,658,317 3525118 2 11,142,500 [ 14,143 31,143 3526
1508 22,430,328 }.180,968 4 £9,24B,260 ] 15,248 19.248 3,188
198% 14,184,609 2810588 1] 13,314,110 o 13344 12,244 28571
1290 18,235,475 3,223,855 53,302 15,250,228 400,000 15,858 165,258 3.377
186t 17.451.319 2,125236 1,343 15059,540 85,080 15,125 15,860 2,327
1982 12,872,434 2,154,088 87,726 2445610 1,260,000 10540 0,445 2227
1883 32,051,134 1,008,074 25,035 10,208,625 10,008 10,218 0,208 1,833
1984 18,641,374 2,574,525 03,249 15,108,500 675,000 15,584 15,109 Z.B3B
£985 B,171,320 . 166,521 83.20% 4,001,500 820,000 4,822 4,002 1,250
1958 4,337,229 Faz2.358 RER-3 3,$80,500 400,000 3,581 .18t 57
16887 4,138,254 1,187,564 30.288 4,045,500 1,875,060 5421 4,048 1,218
1900 3444727 730,450 48,958 1,086,300 1.525,000 24615 1082 829
1008 839.0%1 276,520 57,005 80,420 425,000 505 BD 334
2060 $.210.46% 154,225 75,235 75600 BO5.000 apg EL] 238
2001 2,361,081 187,522 45,450 05,000 1,250,000 2,445 8g5 20
2602 672,259 70,477 54,082 32204 507,500 540 n 123
2003 74,006 51,501 46,585 40,000 552,000 842 80 58
2004 1,518,353 21119 50,244 L} 1415000 1415 i+ i
2805 570,000 0 5,600 a 475,000 475 i3 a5
Totat £305,975,243 47,918,355 5885851 244,509,237 512,664,500 5257.4T4 §744,509 545,803

Notas:

2r-(6) Provided by MIJUGAR]
) 45+ O}/ 5.000

@ (5 1,800

19) (3} + ()17 1.000
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MEMICAL MALPRACTICE JOT UNCERVAUTIHNG ASSOCIATION

OF RHODE iSLAND

Phiyvlclisss, Surpecas & Dentirls - Occurenca Toverage

Incumed Luta Deslsgment Factel (LD} inferpelations Lt Cubic Spéon Meisod

ooz R
Grgemanc ;

@i hw e W

149

BED
5181
47
+435
A b

1238
£ 305
(R 1)
ERE=]
1138
[R11
(RE:Y

1072

[:1°2+
Qs

85
o
&8

3]
91
@2

a4
a5

a7
98
2]

0L
502
103
104
1095
105
w7
108
104
158
11t
112
113
14
115
155
1T
1B
118
120

137
118
138
140
141
542
143
144
145
146
a7
148
148

[13:73]
045823
5924
GE2
4528
oz
[13:x 8]
04632
0833
&834
GEM
o034
BG3s
0934
2534
1350
i3]
8835
2936

fikez]
G268
ania
aprz
[13: 10
9575
B.97%
G078
174
2Rl
as31
0.86%
0863
0 8A2
0.982
982
0982
bE62
G882
Q832
BaE2
G982
0582
6983
;983
fud: 20
[15:EE]
0835

Honth
156
167
558
159
188
101
162

164
165
165
167
168

177
178
179
180
183
hi:7d
182
184
185
185
18T
158
188

151
192

194

183

224

26
27

LOF
3104
0.853
131
[i: 053
0955
oe%s
6oast
0357
[i%: -1
[15: 15
0999
G998

1.008
1.000
1600
109t
f601
100
1.001
1001

1000

Kuarzh

9

287

LhF
0.859
0.448

“oeas
{658
0930
0933
0538
D89k
858
0938
0.658
0429

fik-loit]
Ga9F
4055
1000

1686
1008

1069
1.060
1000
1,000
Rty

1808
1.080

1002

1,060
1.00a
1.000
1068
1000

Riorih
kira
KD
a4
315
316
a7
358

a2

55

3683

Entinil 4A
Eheei2

1600
160D
3 00
1959
1.000
1.000
1606
1060

1000
1.000
1000
1080
1.000

1060
1.063

1640
1008
000
14800
1.080
1.000
1098
3 600

1.030
1000

1.4500
1000
1.260
1000

1600
1,006
3000
19020
1.000
1.000
1608
1000
1000
1000
1.000
1000
1603
1000
1560
14080

1068
1602

1806
1050
1000
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308
30
ELN
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1828
5000
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1380
1.000

1660
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MEDICAL MALPHRACTICE JOINT UHDERVRITING ASSOCIATION
OF RIIDDE 19LAND

& Dersdslz -

ape

ot Losa Davelopment Factr (D7} frderpeistions Usny Cubis Spins Method

pAESNY

Bosee~amnsun-a

mMUUMNMMMMMMMNRI-ﬁp:aA—_ﬁ
R MU gsESSSLas R RUERRRRTEBE N RN ToRaNanru

4

&

57

LoF

1N
$2.500
41667
30.303
23358
LR
15.385
11158
11454
10299
8.348
8 557
8.000
7633
72539
T.042
63848
LAt
6575
G404
4510
6283
6321t
6.098
5488
B 2]
5682
54625
5348
& 155
4875
4785
4606
4405
4237
4043
3876
3.704
3548
3380
1236
J858
2535
2825
24685
2577
2483
2353

Ueorsth

BESERESREEBAFA

110

152
4
HE]
116
"7
118
1"e
20
731
12
12
124
133
126
127
178

130
135

3
M
135

137
128
13%
40
41
142
143
144
145
s
147
148

ioF

1B2Y
1754
1692
§6HM
1582
1530
AT
1460
1428
1401
1.376
1355
1335
1318
1302
126%
LIVR
1363
1.352
124
1210
1.22¢
1208
3163
1.149
1.182
1174
1158
1.158
1152
1147
3.142
1136
1432
1,428
1136
122
3120
1147
1115
1112
1.510
LA07
1104
1.161
1.088
1084
1088
1.0B%
1082
3878
1.074
1072
1058
1.806
1.054
1052
5.050
1.05%
1058
1657
1.657
1057
1058
1656
1.055
1054
1.653
1.052
1.04%
1047
1.045

176

179
i1
163
[£:rd
163
184

186
187

vy

1.03
1.030
1.028
1|y
102G
1925
104
1.024
1822
1622
1022
1.82%
1822
1022

1622
1622
o
1824
121
1.020
1020
1019
1,618
1018
1997
1.0t6
1.015
1.013
1612
1000
1003
1007
1,006
1.085
1083
1892
1.0m
1200
1.869
£ 589
ag983
1115
4635
[1R-1t14]
Q559
0.049
o a8g
1000
1.60¢

1500
1.080
1000
1000
1,658
1.008

1.009
1.000

1000
1008
1000
1000
1.000
1.660
1.000
1000
1,008

£.000

i
22
233
24
235

i)

)

1.060
1.000
1.000
1.608
1,000
1.000
260
1.080

1.000
1.098
1.000
1.000
1000
1.000
1.000
1000
1008
100G
1.000
5000
1.060

Lenth

0%
30
kaal
Az
313
It
s
316
nz
kit

kil

335

338
Kkl

342

351

3rs

379

Exhiph 48
Sheel T

o0
1599
1000
1.000
1009
1.680

1000
1.669
1.000
1.000
1.0062
1.00¢
1000
1000
1.000
1.00%
1.000
1609
1.600

190D
1.050
1.000
1.a00
1608
1,000

1509
1.003
1.003
1880
1.609

LE00
1.008
1.000

1.000
1606

1409
1.000
1.000
1.000
1.80¢

1200
i.000
1.000
1000
1600
1.000
1000
1.089
1.0658

1.000
1.60¢
1000
1900
1000
1.000

1602
1.008
1000
1000
1.089

1060
1.00¢



72
73
T4
%
6

2253
2155
2.062
1876
1.804

1.043
1041
1.033
1,036
EXea k3

1.000
1.000
1.000
1.600
1.60%

305

w

1000
1.800
1609
1.000
1.000

385
ik
82
333
384

1002
1000
1000
1089
1.000



MEDICAL Jomy o Eihib &
CF FUIODE $LAND Inewtl

Physitians, Sirgrons & Dentlats - Oczurence Coveraps
Uinstad Courts 24 of FUSSIOCE

Bolicy Evaluabion Ags i Moniha l
Year 24 ) 43 w EF 84 2] [ 10 17 144 555 183 183 102 e 216 28 230 T 264 21 =3 >0 E 225 325 150 :tw
1675 B4 [ Eo 17 tog 151 7 51 [ 55 [ 109 [ €3 0] =S 52| [z 5 [ 0 0 £ (2 i 23/ ES [ 3
1978 45! 21 3t 12 104 o2 BE| 23, 2 ki n ik 22 =i} £5; S| a1 at 81 BQ L1 at £0 B 0] 83 -1} Bl
217 [ 20, T a3 o k) m TS a2 L. a7 a5 ki 9 Rt il 5 W T8 8 3 a pd kL] T4 78
78 =] = w 104 o5 B | 25 85| i 84 L5 &5 & a4 LT & 65, i 65] 47, a7 133 85, 25
1975 42 ar 40 14 §12 154 104 01 10 105 104! 04 104 105 15 05| 15 85| 15 105 104 154 105 153
1550 5 101 155| 47 142 135 13 ) 14 1 11 LT " 109 o] L= 10 150! 1t m T 1 T
1881 53 2] 1B ot 155 147 5 2] 114 115 1a 0% a7 %7 a7 157, 1 167, ot 17 87| wr
1057 54 120 185 573 [25] 1% 30 12| 113 103 108 129! 110 158 wa 108 0a| 103 a7 T i
1583 57 105 V1o 168/ 26 129 tha 134 0t 183 102 el 03 0o 100 101 61 tat 150 100
154 E5) "a 17t 152 ja 170 a3 B3 a3 82! [ ED. £ K kel 3 TG 73| )
1285 3 44 [F2) 157 51 [ a2 s 5] a1 10 10t B2 5] 24 84 B 52|
1589 75 82| 18 54 128 28 14 100 5, 3 22, 8t B a2 22 | 0,
ey L4 141 12 47 7 iz 12 23 T 78 " n kit 2] €5 o4
688 73 81 140 27 173 b= B 50, ] B4 B 7 k2] ™ 7
525 0] 81 2t 113 s o 5 a5 &0 b 24 7 | 0,
TG A1 &2 £301 120 o &7 a2 kA &7 ) BY af o
1931 az| 5 0 ™, [ 6 62| 5 =0 &5 43 42
197 45 64 ”n €3 =1 62 ar 45 42 At L
1893 +3 63 105 02 5! o (= 54 55 43|
1594 45 57 T4 75 £5 =4 52 51 ™
15 3 a3 51 kLt 3 5 10 17
153 at ki 5 ko o 4 11
1907 23 k3 47 3 27 73
1209 ks 23] 5 14 [
159 13 =] 13 toy
o o 1 12
ot a 18,
oz 9| 13
rieid tH
Palicy [Age menal in hiortts
Year_ |{4to 3 3 T T Tt itta e 15 188 |0 to 132 11015 Y3131 o W] 144 1o T9E] 158 1 16R[ 1K & 1k0] 146 30 1921 191 [ 1041204 1o ZTR[7 ¥4 (0 5161528 1o TRTI240 to 2521357 Lo F64] 144 10 1761276 |5 280)200 10 3001300 t5 3131312 Lo 324|324 10 334]326 Lo 343]244 to 3801360 Lo Ut
1675 12at 1253 1484 ) Qo B350 L) 16 [N 1810 [0 1000 820 Vot § 00 1oz EEL TG 1000 [ 1008 T 1o 100 1o 000 =] =
1576 200 (=2 o855 8515 ones 6935 e oBla 000 #587 1o 1018 1043 agay 1000 oy 1000 s000 6548 L1 Yooy L 1000 1000 13 1013 000
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MESICAL MALPRACTICE SOINT BRDERWRITING ASSOCIATION Exbibil 6
OF RHODE ISLAND Sheet 3

Fhysicians, Surgeeas £ Denlists - Occunance Cpvarage
tneutred Count Develepment Facler {COF) Inferpalations Using Growlh Method

Monit coF Month cor Manth CoF Moalh CcOF
0 50 £.385 100 0.676 150 0.940
1 51 0385 101 0885 151 0542
rd 52 0.365 102 0.695 152 0.944
2 53 0.386 103 8.705 3153 8.946
4 54 £.386 04 G734 184 3.948
5 55 0386 05 0724 155 0850
B 56 0.366 108 0.735 156 1.000
7 57 0.387 107 0.748 157 0.854
8 58 0.387 108 .758 158 0.958
[ 5g 8.387 109 5.750 158 0958
0 [:13] 0.388 410 0.784 180 0960

" 81 03584 11% 0768 161 0962
12 &2 040 112 0.774 162 0.664
13 0.842 63 0.408 133 a7 163 0.956
RL] 4915 64 2.415 114 £.7683 184 o.958
15 0.888 65 0.422 315 0788 185 097
16 0.882 65 0429 115 0792 166 0.972
17 0.837 &7 0436 117 0787 167 0.874
18 0.513 68 0.444 116 9.802 168 1.000
i} 8.788 52 8.452 ne o847 165 &8.977
20 G750 70 0.459 20 0812 170 0977
21 0744 71 0467 12¢ 0.817 HAl o878
22 0722 72 0.475 122 0.822 172 0.978
23 0.70% F3 0.481% 123 a.827 173 8978
24 £.681% 14 a.487 124 0.832 174 0978
25 0681 75 0.4593 25 0.838 1156 [vR:]:1s]
26 0842 76 .499 128 0.843 76 0.980
27 0523 77 0.506 127 0.848 177 0.981
28 0.605 78 9.512 128 &.854 178 4.98%
29 3,588 70 5518 125 0.859 179 G982
0 0.571 80 0525 130 D.BES 180 1400
31 0.554 81 0.532 13% 0.870
32 0.538 82 0.538 132 0.878
33 4.522 B3 0.545 133 0.880
34 G587 84 G552 134 0864
a5 0482 BS 0.559 135 0.868
35 0478 85 0.568 136 0.883
7 0.469 a7 0.572 137 a.597
3B £.481 BE a.580 138 G982
38 0.453 Bg 0587 139 0506
40 0444 80 0.594 140 0.510
41 (.436 91 0801 141 0.915
42 0,428 92 0.608 142 G918
43 £.421 52 o616 43 0824
44 0.413 94 0624 144 0.828
45 0408 95 f8a1 145 0.839
48 0.398 g6 0839 146 0.932
47 a.391% 97 0.648 147 4,834
48 o384 98 G.657 148 0.936

49 0384 99 0666 148 0.538



MEDICAL MALPRACTIGE JOINT UNDERWRITING ASSOCIATION Exhltit 5
OF RHODE ISLAND Shect 4

Physiclans, Surgeans & Gonlists - Cecurrance Coverge
Caicutation of Uilimate Cialm Counls

Reporied
Clalm Davetopiient Projectad
Accident Counls &5 Faeler [o Ulimale
Year of 9730/2003 Ullimale Elaim Counts
{1} ) 3 (L]

1583 108 1.020 108
1684 &5 1.060 06
1945 &5 1.000 85
1938 i) £.000 BG
1987 a5 1.000 B5
$088 70 1.080 b
1589 63 1.00¢ &3
1850 16 1.0680 kil
1691 49 £00 49
1892 46 6a78 45
1993 3 0958 n
16884 55 0.934 51
1895 24 0.88% 21
1986 16 0.8271 13
1897 21 6.769 il
1008 13 0.666 8
1668 T #4572 4
2000 ] 0A93 4
2001 " 0.408 4
2002 13 £.385 L]
2003 12 0453 ]
604 0 9623 3
2085 18 0.582 17

Inticaled

Total Credibility

] (]
Agcilon Yoars
1995-2504 1) 0.243
$604-2003 134 0.253
[ “Eelecied 0.243 |

Notes:
{2} Provided by MEAJUARL
{3) Based on policy year satocled potiem frem Exi
[GRGER]
{5) Totats irom Column (4)
5 Squarc Rool of [{53 4 1560]

5 Shoet3
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MEDICAL MALPRACTICE JOINT UNDERWRITING ASSOCIATION Exnibit 7
OF RHODE 1SLANS

Physicians, Surgaoas & Dealists - Occurrence Covarage
Catculatian of lavesimenl income Foclor
Investment Rat 5.35%

Precant Presont Averige Discounl
Peroent Unpaid at Vatue ot Fretor lor Remaining
Paid Beginning Faymoais Paymenls sl Beginning
Perod in Pesiod of Period in Perigd of Putlod

{1 @ 3 @) (%)
i 0.95% 148.00% 0.e45% 74.50%
2 0.03% 94.95% 4.788%
3 1150% 89.12% 10.121%
4 4.27% B7.54% 3.535%
b a.07% 83.27% T110%
8 18.60% T4.20% 13.618%
7 24.99% 55.60%
8 12.14% 31.51%
1 7.02% 19.38%
10 282% 72.36% +.745%
H 3.48% B.4455 1.974%
12 9.54% 5.345% 0.504%
13 231% 5015 1.174%
14 271% 0.258%
15 217% 0.265%
16 1.57% 1.58% G680%
17 2075 Q.02% C.005%
18 0.01% 2.01% 0.063%
19 0.00% 0.80% 8.600%

160.000% 71.50%

Neies:

One perjod represenls one year.
Column (2) Dorived mom Exhibit 48, Sheal ¥




MECICAL MALPRACTICE JOINT UNDERWRITING ASSOCIATION Exhitll 8
OF RsODE ISLAND
Physicians, Surgeans & Baontlsts « Occurmensa Eoverage
Soisclion of Fixed Expense Rotie and Varinble Expense Hatio
Expenso Percentages

1987 1988 1888 1950 19M 1892 1633 1584 $695 1988
Seevicing Cormier 3.8% 3.8% 189 5.7%% 7.6% G.7% 114% 14.7% 18.3%% 2718
Comunissions 18% 3.3% 3.1% 30% 3.1% 3.2% 3.3% 32% 2.5% 2.8%
Sthor 1.8% 1.4% 7% 2.3% 2.6% A.6% 41% 4,85 1.0% 11.6%
TOTAL 9.2% 4.5% B.7% 10.8% 113% 16.5% 18.8% 22.8% 27.8% 41.7%

Expense Percentages,

1997 1898 £008 2060 2001 2002 2603 2004 2005 ¢ Sciected
Servicing Carsier WE% 43.4% 68.7% 75.4% B4.1% A8 7% 3B.3% 219% 16.3% 15.0%
Commmissions Z89% 2.1% 3.5% 4.2% 4.4% 4.7% 4.5% 4.2% 3.5% J45%
Cther 10.4% 11.5% 21.4% 2% 20.6% 18.8% 13.7% 7.2% 3.2%% 0%
Biifed Financa Chames -0.16%
TOTAL 51.9% 57.6% B50% 101.5% 89.1% 72.3% 52.0% 33.3% 23.9% 21.3%
Expecled Loss & Loss Adiustmenl Ratio T8.1%
Fixett Expense falio, Selecled {(Avorage of MBAJUARI Beteeled 9% and AG Selecled 8.233} 8.6%
Vatinble Ratla, Set § (C Isslons and Billed Finance Chaiges) 3.30%
*ustitnated



MEDICAL MALPRACTICE JOINT UNDERWRITING ASSGCIATI) Exhibit 9
OF RHCBE ISLAND

P Surg 2 Dentists - Decurrence Coverage
Soiection of ALAE / Loss Rotln

Estimated
Accidant incured ALAE / Ullimate ALAE /
Year incurzed tosy
n (2}
1980 411G 0.110
1981 0.19% 0189
1582 0.128 £.£28
1983 0.187 087
1884 B.247 0245
1905 0451 8162
18965 2.2¢1 0202
1087 2218 0.320
1988 0.168 0.188
1984 g.216 a.ns
1980 0.213 0.217
199% 0.154 0.550
1992 0.209 2255
1083 0.178 0182
1054 4,168 0.172
1985 0264 0.26%
1896 0.211 &4.226
1997 0.238 B.270
1888 0317 0.352
1938 .681 4828
2000 0744 9385
2001 2101 [R¥#
2002 D.246 1.0
Z003 0.152 0.511
2004 .07t 6318
Avarago All Years: 0101 0,205
Average Excuding High/Low: 9,401 0n.20¢
Average Lotest 7 Years: #42 0.384
Averane Lalest 5 Years: 0.138 2371
[Selected: 19.00%}
{iiotes; |
|i25. (3} Provided by MMIUARI i




MEDICAL MALPRACTICE JOINT VNDERWRITING ASSOCIATION Exinibit 10
OF AHDDE SLAND

Physicians, Surgegns & Deatists - Occomenco Coverage
Selection of ULAE [ Loss Ralio

Calendar Yr. Catengor Yr. Ratlls
Calendar ULAE Paymenls Lass Payments ULAER. 0SS
Year (008’5} {8005y iz
(1} 2 (3}
1088 629 513,288
1982 5.345 12,440
1850 9t 16,828
1991 8% 12872
1592 1128 23.558
19893 1114 20,070
1684 1,185 21,379
1895 1175 14,817
1508 1,142 5,789
16497 1083 21,828
1938 B47 16,074
1989 a58 15.878
2000 &8 14,072
2001 a4 14,305
2062 852 5,945
2003 880 5,176
2004 855 8,577
Tolat All Years: 516.934 5254.884
Total Latest 5 Years: 4,422 48,075
Toist Lotest 4 Years: 3,541 35,803
“Tolai Latasl 3 Years: 2897 20,688
Tota) Lalest 2 Years: 1.845 14,753

Selected @

Notes:
(1) Provided hy MRLUARI
{2} Provided by MELIUARI

(3 (313




MERICAL MALPRACTICE JOINT UNDERWRITING ASSOCIATION Exhibiit 11
QF RHODE 1SLAND

Physicians, Surgecis & Denlists + Qecurrence Coverage
Dovaiopment of Pramium ot Presont Rate
Premium as of 125112004

Efloctive Histosical Cumulative
Dale Rate Chonge Rale Change
kit 5.7% 1.087
TiEI1860 1097
Ti15981 12.7% 1.206
THHe82 21%% 1.522
Tiir1883 24.0% 1.887
11884 3% 2455
THNEES 40.2% 3.663
THI986 IE63
Tiesy 4% 4.8980
Fnase 19.9% 5578
Fnesg 5978
711990 5978
Eiatsa:ia] -12.5% 5.147
Tiries2 5.147
FA993 5.147
THie04 12.0% 5.764
THI1985 5.764
TIHEIS 5764
711897 5784
7711098 5.784
Frinoee 5764
THS2000 5.784
ThiZ001 5.754
7172082 5.764
AN 280% 8917
THIZ0G) 8017
12004 16.40% 8562
biatri] 8,182
712095 B.162
Acltuat Ceourrance
Occunance Current Leved Pramium ol
Acciden} Pramium Adljustment Currenl Level
Year (5000} Factor (5980}
n @ )
1883 6,070 5328 35,635
1984 8,279 4.268 35,235
1985 12,536 3.220 40,558
15045 17,184 2,324 34,038
1987 15,542 2132 42,516
1880 25882 1851 42,085
1489 28,337 1354 38,502
1890 23382 1385 31,808
195 17,280 1.350 24 619
1952 14,484 1.555 22,452
1893 13,337 1.560 21,152
1904 10,040 1.562 15,832
1594 6,207 1.435 8,807
1555 3,584 1.446 5,075
1997 2,582 1.4t 3,658
13368 2072 1418 2,934
1289 1.62% 1416 2,581
2400 1634 1416 2314
2801 1,570 1416 2223
2002 1,632 1.418 238
2002 2011 1.341 2897
2004 3.691 1102 4,067

Teotal 226,831 430,320



Noles:

1) Provided by MMIUARI
{?) Provigad by MMJUARE
(3 (1 x42)




MEDICAL MALPRACTICE JOWT UNDERWRI¥ING ASSOCIATION GF RHODE {SLAND Exhitll 1

Shaet 1
Physiclans, Surgaons & Dentists - Cialms Made Goverage
Total Limil Indications
{5600)
Totnl Limil
Eamed
Pramium Peofecied
Report limale Tread Projpcted al Psesent toss Responsiveness Stabinty Honsallzed
Year Losses excl ALAE Factor [ osses excl ALAE Hata Loval Roita Weighls Waights Produel Waights
(U] 2} 3 4 {5 (B} tH ) &) [31:]
1580 30 387t 50 $248 000 a 100.00% 58 0.08%
196 ] 36802 g 753 000 o 106.60% o ©.00%
1982 42 3378 1.582 i.824 1.330 0 190.60% 0 G.00%
1923 £96 ERRE] 1,640 1431 1087 ] 100.10% 13 0.00%
5004 1,265 2871 1.658 1476 0.718 [} £00.80% v} 0.80%
1845 215 2647 1437 Q85 1,457 0 160.10% :1: 4 3561%
1886 425 2.441 1,037 045 1607 2 108.B0% 1,302 4.768%
1957 G5 2257 46 532 9375 3 191.26% 1,610 5.892%
1998 a 2.07% g 488 /000 4 191.80% 1,909 1.28%
£099 72 1914 137 411 0.288 5 104.50% 2,493 2.12%
2860 258 1764 441 455 0.879 ] 508.20% 2,851 10.80%
061 785 1827 1277 474 2.602 7 113.70% 3375 13.82%
24502 120 1.500 1317 489 2.605 8 115.60% 4,588 18.53%
2003 452 1.383 #57 54B 3218 9 182.70% 5,119 18.73%
2004 140 1.276 178 121 0,242 it 35T2% 2.574 9425
Total 56,800 $10.871 £10,897 G.998 $27,325 100%
{11} Projecied Uimate Undiscounted Total Limit Loss Ratio 1.345
{42} Full Credisilty Standont 1500
£13) Uitiminlo $lalms for Kepon Years 1895-2004 23
(14) Credibifly Woight 12.4%
{15} C of Crodibility {Undi ¢ expected loss ratio} a8y
(15} Cradibility Welghted Loss Ralio 1,832
(57} XPLECO Lood 0.020
{18y LAE Load 0.285
(18 Invesimenl hrcome Foclor at 5.55% 0.809
{20} Adjusled Less and LAE Ratle 8.887
{21) Fixed Expenses 0085
122} Vailabie Expenses 0.033
{235 Iulicaled Rale Change 11.9%
Motgs:
{2) From Exhibit 2, Sheat £, Column [L:1) {13} Feom Exnibit 5, Goluma (5}
(3 Based upon selecled trend of 8.45% (1dy I F(I2Rt S
44y {2) % (3); losses reflect adjustment for policy it (15} From Exibit 1, Sheet 2. Row (10)
{5) From Exhibit 11, Column (3) (16 [(41) % (14)f + [{15) x {1~ {14)]
(8} ) F{5) {18) Exhibit 8, Seiecled + Exhibil 10, Solecled
{8) Reciproeals of LOFs lrem Exhibit 4A, Sheal 2; 2004 reciprocal of {19} F:om Exhitit 7. Columa L]
Extibit 2, Sheel 2, Row {8} {20y (B x [+ AN+ E)] x 19)
18} By x (N x48) (2%) From Ex 8, Selected
{10) {8) # {9Totni} {22y Fram Exhibil 8, Selected
{11} Column {8) weighted by Column {10} (23) 20+ {20018 -{22)] -4
{12} Consistent with prior Decislgns of 1he Dapartmant




Eahibit 1

MEDICAL MALPRACTICE JOIMT UNDERWRITING ASSOCIATION Sheet 2
OF REODE IS4.AND
Physiclans, Surgeons & Dentists - cialms Made Coverage
Complemeal of Creds
{t} Varinble Expenses netuding PAC, i cument rales 41%
(2) Fixed Expenses {nsa b of pramium), in surrest rofes 26,15
{3} Provisian for lpss snd LAE in curzent fales-Discounted 75.8%
{4) Provision in current zates tor LAE a5 % of Indemily 2T4%
{5} Provislon o Ingemstily in Current Rates-Discounted 59.5%
& Investment Incame Frclor (Average ol 4.53% and 5%} in Current Rales 82.5%
(7} Provision tor ledemnity in Cerrent Rates-Unifiscaunled T.8%
) Anngal Trend 0455
(8} Teend from midpelnt of Rates Eileciive 21904

1o migpalnt of snles proposed Edfective B 2LT%
{10} Comy t of Credibility {Tresdod Undi i Expy 1 £oss Rallo) 87.3%
Notas:

1042 14) From SALIUARTS 8/3103 fifing

{3} 100% - {1} (2)

8 3N+l

(8) Based on paymenl potiezn in MMJIVARK'S 8I5/03 Kiling
T (5)148)

{8) L+ (B)) * 281123

{10} (7} B + {3




MEDICAL MALPRACTICE JOINT UNDERWIITING ASSOCIATION Exhifit 2
OF RHODE 15LAND Siest 1

Fhyslclans, Surgeons & Dentists - Clazlms Made Coverags
Estimated Utimate Losses using Developmatt Tochnigue

Losses as of 973012005
(5000}
Selected
Incusted Estimsated Paid Estimated Ultimate
Report Incumed Factor Uitlmate Paid Facior Ullimate Losses &8
Yest Lossas (o Litmaie Losses Losses to Uitimate Losses of §/30/2005
in 2} 3} 41 (5} {5} 1] [t

1975 0 1.080 30 30 1.000 50 0
1876 o 1.000 [ 2 1.000 it 1}
1w a 1.000 a k1] 1.800 1} a
1978 o 1.660 ] o 1.000 Q o
1879 q 1400 [ g 1.008 o ]
£900 ] 1.000 a G 1.060 [\ 3
1961 [} 1.080 i+ 1} 1.0a0 g 1]
1232 9 1.000 0 9 1.000 o a
1983 @ 1.060 a 1] 1.060 [} a
19584 [ 1.060 o 0 1.000 k] ]
1866 2 1000 ] Q 1.000 0 Q
ji:1:0 13 1.080 o [ 1.080 a [+
1287 0 +.000 1} 9 £.000 [} 1]
1488 a 1.4000 2 8 §.000 bl o
198% 0 1.060 & 0 1.040 a 1]
1880 g 1.4900 0 g 1.000 o a
1991 [+ 1.000 2 [+ 1.000 0 B
1852 483 1.000 452 453 1.000 483 432
1883 698 0699 585 1] 1.000 Gog 695
1884 4,355 1.060 3.206 1.265 1.0 1.207 1.285
1995 415 2558 914 @15 ay (311
$9956 425 0002 422 435 427 425
1097 &5 0958 64 &8 G5 G5
1298 a 6682 1} a i} g
1089 75 0957 72 o a 72
2080 30 9.924 2 58 294 250
2001 883 0.580 785 518 Ti9 785
2602 1,450 4.555 1211 1.000 2,88 2.188 121
2003 500 £.984 ABE 4 4,132 1} 482
2004 50 i28 61 ] 13.688 a 140
Tulat $7.027 §6 836 55827 57,007 56,800

Notes:

@).(5) From Exiilsil 3, Colemns {7) and (8}

(3.6 From Extiibit 4A, Sheet 2 and Exhibil 48, Sheel 2
& @x(%

7 5y x {6)

{8) Selected: 2004 lrom Exhinit 2. Shent 2, Row (7)




MEDICAL MALPRACTICE JOINT UNDERWRITING ASSOCIATION
OF RHODE ISLARD

Physiclans, Surgeons & Denfises » Claims Mada Covarage
Bamheatier - Fomguson (8-F) Method far Ropor Year {RY) 2004
Losses ns of /3042005

{50005

(1) Tolat Limit Eamed Premium al Presenl Rate Level
(2} Expected Loss Ralio

{3) Expecied Losses

(4} Expacled 5 of Unseporded Uiimale Insfemnily Losses
(5) Expected Unteposied tdemniy Losses

(8] Reperted Indemnity Losses

{7} Eslimated Ullimate indomnity Losses

(8) Implied Facior 1o U for RY 2004

Holes:

(3} From Exhibit 1, Sheet 1, Column (5} for RY 2604

(2} Froem Exibl 1, Sheel 2 Row

{3) (12

{4) - Reciprocal of RY 200+ LI i Exhibil 4A. Sheet 2
(5 =48

{8) From Exibit 3, Column (7} for RY 2004

@ 15+ {8

8 ms

Exhiht 2
Sheel 2

s72%
0.718
57
0374
L
50
143
2800



MEDICAL MALPRACTICE JOINT UNSERWRITING ASSCCIATION Exhibit 3
OF RHODE ISLAND

Physiclans, Surgeons & Dentists - Clalins Made Coverage
Losses /5 of WID2005

neutred Pad Incumed
Repurl Total Incuret Paig Qulstanding Pald Outslanding Lass Lass ALAE
Year Loss & ALAE Expense Expense Loss Loss {089's) {0e0's) (800’5}
{5 {2 {3 “} 5) (B} U] {8 @)
9975 50 50 50 50 50 e ] 30
1678 :] 1] ] a a ¢ g a
1977 o Q [ o 1] 9 [} a
1976 9 [ & ] ] 1] 9 1]
1679 a 2 o & a [ 4] ]
1880 o il Q o 1 2 [ 4
1084 1] o 9 i} 3 2 ) [}
1082 0 g o kil [} 1] [+ 4]
1083 o 2 1] 1] 1] a 0 1]
£484 i} [ & G o 1] a 0
1545 a a [ 1+ o 0 o Q
1980 o & ] M ] 2 o [+
1987 a n 4 9 3 C 0 0
1888 Q ] ] 2 a 1} o a
1969 i3 ¢ ] ] o a 0 o
ioa0 1] [} o o 0 [ a [
1831 o 0 o o Q a 0 ¢
1952 572558 104,508 a4 462,750 [} 463 4563 110
1993 817,624 121,624 i 696,008 L] 658 B86 12z
1894 1,562,183 256,163 ] 1,296,000 2 1,208 1,296 258
1995 1,088,574 183,574 a ©15,000 o 815 015 B4
1855 455,067 20,087 [} 425,000 Q 425 425 n
1987 156,331 51,331 i} 85,000 3 [+ 13 91
1988 39,647 28,547 @ L] [ [+ a L
1999 135,000 40,781 10,208 1] 75,000 75 13 &0
2000 2087475 34,975 2,500 250,000 ) 259 250 a7
2001 1,126,248 85,703 41.04C 517,500 375,000 B93 516 237
wez 1.548.857 $£3,823 35,434 £.600,800 400,000 1400 1,000 149
pici 552,309 18.271 34,038 o] 500,000 so0 1} 52
2004 77.560 15,704 12.256 a 50,000 50 o 28
2003 200,004 5,853 31,047 ] 164,009 169 [} 40
Fatal §5,522,237 51,268,857 165,120 $5,627,250 $1,560,000 ST.387 $5.827 51,435
Notes:

@& Provided by MMIUAR
M 1(5) + G)111,008

(8} (5}7 1,000

{8) 43+ (4)}7 1,000
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MEMGCAL HALPFRACTIZE JOIHT UHDERVIUTING ASSOCUTION

OF RHODE 19LAND

Physizlans, Surgeons & Dentlats (AL A OCCY

trexured Loss Dewslepment Factzs [LIIF) Interpelations Using Cubic Spine Method
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82
63
44
13
68
67

&5
0

LDF

1517
t 44T
1303
1.351

[+]:::59
[
0855
QBT
oass
CETH
fedobrd
10
[]:Yes
Qb0
i) cal
D B&?
a8%0
o893
DBsT
o

Beca
155+
GOtF
Lit:r)
kel
11203

Uenth

T
i
8
ki
80
a1
a8z
a3
B
85
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a7
[:]
B3
an
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43
|4
85
1
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193
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312
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14
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17
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i3]
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129
18
L
122
133
134
135
126
137
136
139
40
141
142
143
144
145
146

OF

Bonth
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154
155
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5%
160
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163
154
185
165
157
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169
7o
i
w2
473
174
176
176
177
178
179
4]
101
182
183
184
185
386
187
158
185
180
hithi
152
353
hi]
305
196
197
196
158
200
0t
202
703
264
05
205
201
208
20
218
231
212
21
214
215,
pat3
29
218
232
220
2
222

1000

1000
1.080
1.000
1880
1,068
1008

231

233
23
235
236
237
238
738
240
243
242
42
234
245
245
7
P2k
249
WO
sl
F&rs
/3
54
i)
256
257
A58
259
A0

pisr)
63
264
2\/5
6
87
260
259
0
mn
212
ikl
274
25
236

285

1.000

1.040

1.008

1.000
1600
1.000

1.008
1668
1,000
§.000
1.009
1.000
1.000
1.000
1.000
1000

Lonin
304
305
306
307
308
gy
310
m
Mz
313
314
NE
8
3t
Jig
g

32

337

48
MG
350
351
57
353
354
3585
355
as?
358
353
360
351

3ro
ks
372
1y
3t

Exhinit 44
Sheet 2.

LDF

1.800
1.650

1.060

1408
1.000
1.000
1.000
1658

1.000

1600
1000
3 000
082
1.080
1.000
1000
1.000
1.60%
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T4
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a3
1203
paxa
4.9t
G542

147
148
145
350
151

[13:3: 1]
2989
Q.839
0.985
0333

22
Frid
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2zF
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1.000
1000
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1,600
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360
ki
fli7a
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1600
1.00¢
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1.609
1.000
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B
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1.000
1.000
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1005
1.000
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MEDICAL HALPHAGTICE JOINT UNDERVHUTIHG ASIDCIATION

OF RHOBE ISLAKND

Phyakciany, Surgeons & Dantsts (CH £ 0CC)

Pl Losa Dewsicpment Fictor (LOF) imarpotatons Yiing Cutic Splsv Alsinod

Heath
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113
114
115
B
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12
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124
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27
28
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130
131
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133
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136
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13
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151
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1.006
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1002
1000
5.000
1000
1800
1008
1008
1600
v.000
1000
160
1008
10
000
1000
1600
1.000
1600
100
5000
109
1000
1000
1.060
1000
.00
1008
1000
1 000
1.00¢
100
%000
148



wn
b
72
2
74

171
164
1,156
1,148
1143
jR=1]

145
147
148
348
150
151

1000
1.0
1000
1000
1009
10z

222
223
224
225
225
=2

1.600
1.0
1.000
£000
£0o0
1.000

290
783
360
m
oz
363

[Rucd]
LEo
1000
1.00a
1008
1000

am
aTs
jat:d

77
3re
ki

1000
 ooQ
1008}
1800
100
5.000



MEDICAL MALPRACTICE JOINT UNDERWRITING ASSOCIATION Exhibil 5
OF RHODE 1SLAND
Physiclans, Sumpeons & Deatists - Claims Made Coverage
Caiculation of Liirmate Clainy Counts
Reparted
Claim Dovelopment Projecied
Repott Counts as Factorlo Uithmalno
ear af 83072085 Litthmalie Cigin Counls
) 2 3} 4}
1283 14 1.0680 &
19684 9 £.0089 o
195% o 5.G00 1
1986 o 1.0e0 g
1087 Q 1400 o
1488 o 1.80¢ a
1680 [} 1.000 B
1540 il 1.000 0
1991 [ 1.600 2
902 4 1.060 4
1993 T 1.000 7
19684 3 1.800 3
1485 3 1.008 3
1895 i 1.000 i
1997 3 1.000 +
$698 ] 1.000 o
1099 1 14000 g
206D F 1.060 2
200% L 1000 5
2002 3 £.000 ]
2003 5 1.600 5
2G04 2 1.000 3
2003 & 1.080 ]
Inticaled
Total Creuibility
= &)
Hepod Yeary
1895-2004 3 0.124
£804-2003 28 84128
[TSeiegind 0124 §
Neles:

(2} Provided by MMIUARI

{3} No devalopment wilh £laims Made <iatim counls
(4 (3 x{3

{5y Totsls trom Colmn {4)

(6)_Snuare Root of {(5} 7 £500}




MEDIGAL MALPRACTICE JOINT UNDERWRITING ASSOCIATION

OF RHODE ISLAKD

Physlicians, Surgeons & Dealists Claims Made Covarage
Calculation of Lerge Loss Adjustinent

1,060,080/ {2}

Rapoit Trand
Year
&
1982 703
1983 64461
1084 5.857
14285 5.493
1988 5065
1087 46740
1988 &.307
1ane a.8n
1500 3.652
19514 2.376
19482 2113
1983 28T
1894 2847
1085 2441
$095 2.251
1997 2675
1988 1914
109% §.784
2008 1827
2001 1.508
2002 1.283
2003 1.278
2004 1176
2005 1.08%
Line al indemnily
Bustness Paig
RY 1950 s 27000
RY 1991 298,000
RY 1852 080
Phiys 130,004
Phys 225000
HY $593 148,000
Phys 500,000
RY 1554 378,000
Phiys 825,000
Phys 450,008

]

§142,722
154.782
167,861
482,045
197,428
214,411
232,203
251824
273,103
295,161
324,208
342,350
377786
£09,708
444,378
481,875
522,503
588 752
B14.643
685,580
732,905
783,991
856,239
422,084

indemnfy
Qutstanding

(=]

@

Claim
Lintitation
Value
{4}

S143.600
165,000
168,000
152,000
187,000
214,500
232,000
252,003
273800
258,000
321,000
348,000
378,000
410,000
444,000
482,080
523,000
567,000
535,000
667,600
723,600
784.000
850,060
922,000

Tolnt
Indemniy

58

13c.008
225,000

55,000

500,600

508,000

225,000
450,000

Removed
Prier to

Treid| _:m

p3i]

a

500,000

500.000

825,000
450,000

Exhibit &
Shant 1

Added
Allar

Trending

50

-

1,600,080

1.000.600

1400800
a



1,275,660 1.275,080 1,080,060




MEDICAL MALPRACTICE JOINT UNDERWRITING ASSOCIATION Exhibil &
Cf RHODE {SLAND Shoet 2

Physiclans, Surgeons & Doerlists - ¢lalms Made Coverage
Coicuiatlea of Large Loss Adjustment

Vol Value
Remaved Added
Line of indemniiy Inglaminity Tolal Frior to After
Buslnuss Pad Oulstanding tndemnity Tremding Trending
RY 1835 $  A10,000
Pitys 750,008 56 &£750.000 750,600 $1,800,000
Phys 125,000 ] 125,000 & 3
875,000 150,000 1,006,009
RY 1988 444,000
Phiys 475,800 L] 425,000 a 2
425,080 1] o
RY 1957 482,008
[+ [+ 1}
HY 1948 £23,000
o a a
RY 598 E&7,000
0 L} a
RY 2000 615,000
Phys 250000 0 250,000 bl k]
250,600 a 1
RY 2001 667,009
Bhys 500,000 [ 500,066 a o
560,000 a ki
RY 2002 721,000
Phys 1,800,000 a 1.000,000 1,000,000 1,004,600
1,080,060 1,000,000 £.000.500
/Y 2003 784,000
o 1] 13
aY 2004 850,000




RY za05

822,000



MEDIGAL MALPRAGTICE JOINT UNDERWRITING ASSOCIATION Exhitit T
OF AKDDE ISLAND

Physiclans, Sumgeons & Dentists - Claims Made Coverage
Calgulntion of Investmanl Incoma Factor
tnvestmant Rate 5.55%

Percent Present Average Discounl
Pescant tnpald ot Value of Factor lor Remaining
Paoi¢ ik Paymosl Paymenls at Beginaing
Patiod in Peded of Period in Pesiod of Potlod
i1 o) (e} <0 &3]
H 2.06% 104.00% 2561% E0.06%
rd 8.34% 97.94% T887%
3 19.04% 88.81%% 36.636%
“ 22.65% T0.58% 18.584%
b 25.3G6% 48.11%% 19.887%
& 2.21% 22.75% §.845%%
7 8,129 13.54% 57245
§ 3.02% 5415 2.671%
] 0.74% 1.50% 0.490%
10 0585 G75% 2.303%
13 4.10% 0.25% 0.958%
12 0.09% 2155 0.049%
1% 0.01% 0.06% B.807%
14 .39 0.04% 0.GEG%
00.88%
Nates:

Qne perod reprosents ene year.
Column {2) Derved from Exiibil 48, Sheet 1




MEDICAL MALPRACTIGE JOINT UNDERWRITING ASSOCIATION
OF REODE ISLAND

Physiclans, Surgeons & Dentists - Clalins Made Coverage
Sateciion of Fixed Expowse Ratie and Varable Expense Ralio

mnxn onse Percentafes

1087 1908 £989 1860 1981 16832 1643 1654 10095 1988
Servicing Carriar 36% 3.5% 3.9% 57% 786% 9.7% 1145 1475 18.3% 27.9%
Commissions 38% 33% 3% 30% 1% 3.2% 323% 32% 2.5% 2.8%
Ciher 148% 14% iT% 2.1% 2.6% 36% 41% 4.9% 0 15.8%

10.8% 13.3% 16.5% 18.8%  Z2.8% 27.8% ALTH

TOTAL 8.2% B.5%

Expense Percenignes

1957 1808 1898 2000 2001 2002 2003 2004 2005 * Sefocted

Sarvichng Carier 3865 43.4% 60.75 ¥5.10% 84.1% 48.7% 36.1% 21.9% 155 1585
Commissions 2085 27% 3.9% 4.2% 4.4% aT% 4.5% 4.2% 3.5% 3.45%
Blded Finnnce Chamges -3, 16%
Clher 10455 1.5% 211.4% 223% 20.8% 1868% 11.7% 1.2% 3.2% I0%

TOTAL 51.8% 5765 g 101.5% BD1% T 523% 333 230% 21.3%

Expacted Loss & Loss Adjustmenl Ratig TB.7%
Fixed Expense Rotle, Selecled {Average o MALIUARS Selected 9% and AG Seleclod 08.223) B.6%
Varlable Expense Ralio, Selecled {Commissions axl Rilted Finance Chargesy 3.38%

* estimated



MEDIGAL MALPRACTICE JOINT UNDERWRITING ASBOCIATION Exhibit 9
OF RHODE 1SLAND

Physiclans, Surgeons & Dentists - glaims Mada Coverago
Selection of ALAE/Loss Ratla

Report tncuired ALAE 7
Ypar incured Lass
3}]
1980
1951
18982
1983
1984
1985
1088
1857
$0D8
1988
19580
1881
1952 2.238
1992 0175
1034 0.198
1895 0.201
12498 c.o7
i 1.460
1988 #0080
1899 0.560
2008 0.145
zon1 0.265
2002 0.508
2003 0.164
2004 {1.560
Averafje ARl Years: a1
Average Excluding Highd,ovs 0.162
Average Latest 7 Years: a.1ed
Avesage Loles! 3 Yoprs: £.163
[Selected: [XIFH
[notes:

L]

(1) Proviged by MMJUARY




MEDICAL MALPRAGTICE JOINT UNDERWRITING ASSOCIATION Extibit 10
OF RHODE ISLAND

Phiysiclans, Surgeons & Dentists - Clalois Made Covaraje
Selection of ULAER os5 Ralio

Catendar Yr, Cuniendar Yr. Ratle
Catendar ULAE Payments Loss Payments LHLAE i Loss
Year £060'Y {0005} (2]
¢33 2 3
1088 5828 §11,268 5.53%
1989 1,345 12,440 1G.81%
1948 a1 16,629 5474
1991 a8 12,072 7.51%
1992 1,128 23,550 4.79%
1883 1344 20016 5.55%
1984 1,185 21378 5.54%
1895 1175 14,817 7.93%
1966 1,142 15,788 723%
1597 1,063 21,828 4.87%
1688 847 £6.074 5.89%
14538 8498 15970 587%
i) Bai 14,672 B.245%
2001 B44 14,305 5.90%
2002 852 5,045 14.33%
2003 ity 6,176 14.25%
2004 a85 8,517 11.25%
Total All Years: 516,534 5251884 B.72%
Tatal Lalest 5 Years: 4,422 49,075 9.01%
Tolai Lalest 4 Yoars: 3,541 35,603 18.12%
Tatol Lolest 3 Years: 25697 20608 13.03%
Tolal Lalest 2 Years: 1,045 14,753 12.51%
Selocted 5.50%

Notas:

Tty Provided by MMJUARI
(2) Provided by MMJUARS
@ e




MEDICAL MALPRACTICE JOINT UNDERWRITING ASSOCIATION
OF RHODE $SLAND

Physicians, Surgeons & Denlisls - Cialms Mado Caverage

Development of Premium ot Present Rate

Premium as of 12/31/2604

EHeclive
Date

mngve
THAHIED
N0
THge2
THi1E983
ThiteEd
7111985
THneEs
THnest
THI153
71989
Tesd
71991
T892
HH e
TFHiite0d
THH595
TH/1895
THAge?
Th8as
Tiess
THIZO00
N0t
HIRKE
Az
TH2001
2512004
TH2004
7142005

Report
Year

1583
1984
1685
1886
1987
1988
1858
1930
1851
992
1583
1564
1895
1986
1887
1588
195%
2060
a0
602,
2003
2004

Towat

Historical
Rate Change

8.7%

12.7%
Fasii
Z4.0%
20,15
49.2%

36.1%
18.8%

~13.8%

12.8%

20.6%

18.0%

Actual
Cialms Made
Premium
(£000;

m

5180
542
723
G4
eds
637
456
375
345
k)
321
325
345
409
B854

57.58%

Cumenl Level
Adjustment
Facior,

2)

5328
4.268
3220
232
FA Y4
1.651
1.304
1.365
1.380
1.555
1.586
1562
1435
1416
1418
1.418
L4165
1.816
t4A1E
1.416
131
1102

Extdpit 11

Cumlative

Raole Change

1087
1.087
1.236
1.522
1.087
2.455
3663
3.663
4.586
5978
5578
5978
5.147
5.147
5147
5.754
5.764
5764
5104
5764
5764
5784
5764
5.784
e.817
6.917
B.162
B.162
8,162

Ctalms Made
Premium al
Cument Level

(5000}
e

5248
753
1,124
1.481
1478
886
G46
532
489
47T
455
474
4889
548
72t

§10,297



Noles;

{1} Provided by MMIUARI
{2} Provided by MMAJARI
) (B x (3




