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Objection Letter

Objection Letter Status Pending Industry Response
Objection Letter Date 03/21/2014
Submitted Date 03/24/2014
Respond By Date 04/07/2014

Dear Meg Glenn,
Introduction:
This is to acknowledge receipt of your filing. Your submission is not acceptable for filing in lllinois due to the following reasons:

1. Pursuant to 215 ILCS 5/143.16, all notices of cancellation issued during the first 60 days of coverage must be mailed at least 30
days prior to the effective date of cancellation, unless cancellation is for nonpayment of premium which requires at least 10 days prior
notice. After the coverage has been in effect for over 60 days, all notices must be mailed at least 60 days prior to the effective date of
cancellation unless cancellation is for nonpayment of premium.

2. After a policy has been issued and the initial payment is received and accepted, failure to pay premium does not void a policy.

3. Please explain the locum tenens policy. Why would a separate policy have to be issued for the locum tenen - just to be
cancelled? Why isn't the endorsment for the physician for such coverage enough?

4. In regard to the retrospective rating plan, is the $1,000,000 premium for medical malpractice alone - not including general liability?
In regard to the cancellation of the policy with the retrospective rating plan, the term "null and void" should be rephrased to indicate it
will just no longer apply.

5. Under Defense Costs, pursuant to 215 ILCS 5/143 (2), defense costs must be paid as supplement to the limits of liability.

6. Pursuant to Company Bulletin 2011-05, the schedule rating plan cannot exceed a credit or debit of 25%.

7. Where are the rates? | only see discounts, factors, and aggregates.

Conclusion:
Sign up to get e-mail notification for updates to the Department's website. http://insurance.illinois.gov/RSS/

Please refer to the appropriate Property Casualty IS3 Review Requirements Checklist before submitting any filing. The checklists are
available at the Department's Web site or at the following link:

http://insurance.illinois.gov/Prop_Cas_IS3_Checklists/IS3_Checklists.asp

Please submit compliant form(s) no later than the date shown above or the entire filing may be disapproved. Please be advised that
when the Director disapproves the form(s) you must immediately cease using the form(s) in lllinois.

Please give this matter your immediate attention. If you have any question regarding this filing please feel free to contact me.
Sincerely,
Gayle Neuman
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Objection Letter

Objection Letter Status Pending Industry Response
Objection Letter Date 01/27/2014
Submitted Date 01/27/2014
Respond By Date 01/31/2014

Dear Meg Glenn,
Introduction:
This is to acknowledge receipt of your filing. Your submission is not acceptable for filing in lllinois due to the following reasons:

You previously requested an effective date of January 15, 2014. Because the company is still not licensed to date, the filing should
either be withdrawn or the effective date should be revised.

Conclusion:
Sign up to get e-mail natification for updates to the Department's website. http://insurance.illinois.gov/RSS/

Please refer to the appropriate Property Casualty IS3 Review Requirements Checklist before submitting any filing. The checklists are
available at the Department's Web site or at the following link:

http://insurance.illinois.gov/Prop_Cas_IS3_Checklists/IS3_Checklists.asp

Please submit compliant form(s) no later than the date shown above or the entire filing may be disapproved. Please be advised that
when the Director disapproves the form(s) you must immediately cease using the form(s) in lllinois.

Please give this matter your immediate attention. If you have any question regarding this filing please feel free to contact me.
Sincerely,
Gayle Neuman
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Response Letter

Response Letter Status Submitted to State
Response Letter Date 03/27/2014
Submitted Date 03/27/2014

Dear Gayle Neuman,
Introduction:
Please see our responses below:

Response 1
Comments:
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1. Pursuant to 215 ILCS 5/143.16, all notices of cancellation issued during the first 60 days of coverage must be mailed at least 30 days prior to the effective date of
cancellation, unless cancellation is for nonpayment of premium which requires at least 10 days prior notice. After the coverage has been in effect for over 60 days, all notices
must be mailed at least 60 days prior to the effective date of cancellation unless cancellation is for nonpayment of premium.

We have revised page 3-U of the Underwriting Rates and Rules Manual - lllinois to comply with 215 ILCS 5/143.16. Please see updates in the redlined and revised manual
attached to this response.

2. After a policy has been issued and the initial payment is received and accepted, failure to pay premium does not void a policy.
We have revised page 3-U of the Underwriting Rates and Rules Manual - lllinois to clarify. Please see updates in the redlined and revised manual attached to this response.

3. Please explain the locum tenens policy. Why would a separate policy have to be issued for the locum tenen - just to be cancelled? Why isn't the endorsment for the physician
for such coverage enough?

We either endorse a locum tenen on to an existing policy or issue a separate policy for the locum tenen depending on the individual situation. When the situation falls under the
true definition of locum tenens, it is usual and customary to endorse a locum tenen on to the policy when a physician works in the place of the regular physician when the
regular physician is absent. However, there are two situations where a separate policy makes more sense as follows: (1) Some physician practices bring in a locum tenens
when they are not really replacing a physician and the locum tenen is really providing additional help to the practice on a temporary basis. In this situation, there is additional
exposure and the practice can get coverage for the locum tenen with a separate policy. (2) Some locum tenens, even if they are working in the place of the regular physician
when the regular physician is absent, prefer separate coverage because there is a potential gap in coverage if they are added to a policy by endorsement and they want to
ensure seamless coverage. The potential gap in coverage arises in the event that the regular physicians claims made policy expires or is cancelled and tail is not purchased. In
that event, the locum tenen physician has no coverage if a claim were to arise from when they filled in for the regular physician.

4. In regard to the retrospective rating plan, is the $1,000,000 premium for medical malpractice alone - not including general liability? In regard to the cancellation of the policy
with the retrospective rating plan, the term "null and void" should be rephrased to indicate it will just no longer apply.

Yes. The $1,000,000 premium is for medical malpractice alone. MedMal Direct does not provide general liability coverage. We have revised page 15.1-U of the Underwriting
Rates and Rules Manual - Illinois to rephrase the term null and void. Please see updates in the redlined and revised manual attached to this response.

5. Under Defense Costs, pursuant to 215 ILCS 5/143 (2), defense costs must be paid as supplement to the limits of liability.
We have revised page 16-U of the Underwriting Rates and Rules Manual - Illinois to comply with 215 ILCS 5/143 (2). Please see updates in the redlined and revised manual

attached to this response.

6. Pursuant to Company Bulletin 2011-05, the schedule rating plan cannot exceed a credit or debit of 25%.
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We have revised page 20-U of the Underwriting Rates and Rules Manual - lllinois to comply with Company Bulletin 2011-05. Please see updates in the redlined and revised
manual attached to this response.

7. Where are the rates? | only see discounts, factors, and aggregates.

The base rate, rating factors, and specialty classification listing are located on pages 29-U and 30-U.

Changed Items:

Supporting Document Schedule Item Changes

Satisfied - Item: Manual

Comments:

Attachment(s): MDIC-IL RatoManual (O1.2014) va redind. pdt
Previous Version

Satisfied - Item: Manual

Comments:

Attachment(s): MDIC-IL-RateManual (01-2014).pdf

No Form Schedule items changed.

No Rate/Rule Schedule items changed.
Conclusion:

Thank you for your review of this filing.
Sincerely,
Deb Hamilton
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Response Letter

Response Letter Status Submitted to State
Response Letter Date 02/10/2014
Submitted Date 02/10/2014

Dear Gayle Neuman,
Introduction:
Thank you for your review of our filing

Response 1
Comments:

We have revised the effective date to be "On Approval". It is our understanding that MedMal Direct Insurance Company is
now licensed. Please let us know if there are any issues.

Changed Items:
No Supporting Documents changed.
No Form Schedule items changed.

No Rate/Rule Schedule items changed.
Conclusion:

Sincerely,
Deb Hamilton
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Note To Reviewer

Created By:

Deb Hamilton on 05/12/2014 08:42 AM
Last Edited By:

Gayle Neuman

Submitted On:

05/12/2014 08:49 AM

Subject:

Effective Date

Comments:

The Company would like to keep the effective date of January 15, 2014.

Thank you.

Company Tracking #: MERL-129004724

MedMal Direct Insurance Company
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Note To Filer

Created By:

Gayle Neuman on 05/09/2014 09:18 AM
Last Edited By:

Gayle Neuman

Submitted On:

05/12/2014 08:49 AM

Subject:

effective date - 2nd request
Comments:

The Department of Insurance has now completed its review of this filing. You previously requested the filing be effective
January 15, 2014. Was the filing put in effect on that date or do you wish to have a different effective date? Your prompt
response is appreciated.
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Note To Filer

Created By:

Gayle Neuman on 05/02/2014 08:35 AM
Last Edited By:

Gayle Neuman

Submitted On:

05/12/2014 08:49 AM

Subject:

effective date

Comments:

The Department of Insurance has now completed its review of this filing. You previously requested the filing be effective
January 15, 2014. Was the filing put in effect on that date or do you wish to have a different effective date? Your prompt
response is appreciated.
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Reviewer Note

Created By:

Caryn Carmean on 05/01/2014 03:58 PM
Last Edited By:

Gayle Neuman

Submitted On:

05/12/2014 08:49 AM

Subject:

Actuarial Review

Comments:

Actuarial Review completed,
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Post Submission Update Request Processed On 02/10/2014

Status:
Created By:
Processed By:

Comments:

General Information:

Field Name

Effective Date Requested (New)
Effective Date Requested (Renew)

Allowed
Deb Hamilton
Gayle Neuman

Requested Change Prior Value
On Approval 01/15/2014
On Approval 01/15/2014
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MedMal Direct Insurance Company
Illinois Medical Malpractice Program
Initial Rate and Rule Filing
Explanatory Memorandum

This is the initial filing of rates and rules for MedMal Direct Insurance Company (MMDIC) for
their new Illinois Physicians & Surgeons Professional Liability Program. The proposed effective
date is 1/15/2014. MMDIC intends to write new business in this program.

BASE RATE DEVELOPMENT

The basis for the rates proposed for this program is a comparison across several companies who
write Medical Malpractice in Illinois. These companies include ISMIE Mutual Insurance
Company (ISMIE), Medicus Insurance Company (Medicus), Doctors Direct Insurance, Inc.
(DDI), The Medical Protective Company (MedPro), ProAssurance Casualty Company
(ProAssurance), and The Doctors Company (TDC). Because companies vary in the amount of
coverage applicable to an unadjusted base rate, we developed premiums by class by competitor
for a generic base risk with the following characteristics:

e Limits of $1 million/$3 million
e Claims Made Mature
e Chicago area

We relied on the same specialty definitions that MMDIC uses in other states. We have mapped
competitor premiums to the MMDIC classes based on the class descriptions within each
competitor’s manual.

We then grouped each of the premiums by class into MMDIC class code groupings. Based on
the competitors’ premium in these groupings, we reclassified several of the MMDIC classes into
new class codes. Our intent in doing this was to increase homogeneity with class codes. We
also analyzed MMDIC class code relativities from their Georgia and Texas programs and revised
the relativities based on Illinois competitor premiums. This analysis can be seen in the “Base
Rate Comparison” exhibit. As shown, base rates by specialty are close to the range of
competitor rates.

As a direct writer, MMDIC’s expense overhead is considerably lower than that of some of the
competitors. The company’s proposed rates reflect this difference.



MedMal Direct Insurance Company
Illinois Medical Malpractice Program
Initial Rate, Rule, & Form Filing
Explanatory Memorandum

RATING FACTOR DEVELOPMENT

The basis for the rating factors proposed is a comparison across several companies including
ISMIE, DDI, TDC, Medicus, MedPro, and ProAssurance. Listed below are comments on how
we arrived at the primary rating factors for the program:

Territories — We reviewed the territory structure and factors used by all competitors. Based on
this review, the Company selected the proposed territories as shown on the associated exhibit.
The factors were selected based on ISMIE territories and factors.

Increased Limit Factors — We reviewed the increased limit factors used by all competitors as
well as the MMDIC Georgia and Texas programs. The factors were selected within the ranges of
all companies.

Claims Made Maturity — We reviewed the claims made maturity factors used by all
competitors as well as the MMDIC Georgia and Texas programs, and selected factors within the
range of these companies.

Extended Reporting — We reviewed the extended reporting rules used by all competitors as well
as the MMDIC Georgia and Texas programs, and selected factors within the range of these
companies. The Company has also selected to keep the same loss ratio experience factors as in
their Florida program.

Allied Healthcare — We reviewed the allied healthcare rules used by Medicus, TDC,
ProAssurance, and ISMIE as well as the MMDIC Georgia and Texas programs, and selected
factors within the range of these companies.

New Physician — We reviewed the new physician discounts used by all competitors as well as
the MMDIC Georgia and Texas programs, and selected factors identical to the Medicus program
and the current MMDIC Georgia and Texas programs.

Part Time Practice Rate — We reviewed the part time practice rate discounts used by all
competitors as well as the MMDIC Georgia and Texas programs, and chose to keep the same
rule as in the current MMDIC Georgia and Texas programs.

Sabbatical/Leave of Absence — We reviewed the sabbatical/leave of absence rules used by
ISMIE, MedPro, DDI, as well as the MMDIC Georgia and Texas programs, and chose to keep
the rule as in the current MMDIC Georgia and Texas programs.

Corporation Coverage — We reviewed the corporation coverage factors offered by

ProAssurance and the MMDIC Georgia program, and selected factors identical to MMDIC
Georgia program.

Page 2 of 3



MedMal Direct Insurance Company
Illinois Medical Malpractice Program
Initial Rate, Rule, & Form Filing
Explanatory Memorandum

Deductibles — We reviewed the deductible credit factors used by Medicus, MedPro,
ProAssurance, and DDI, as well as the MMDIC Georgia and Texas programs, and selected
factors identical to ProAssurance.

Claims-Free — We reviewed the claims-free discounts offered by all competitors as well as the
MMDIC Georgia and Texas programs, and selected factors identical to the Medicus programs.

Other rules and rating factors are the same as in MMDIC’s Georgia program, and we consider
them appropriate for use in Illinois. These include: Hospital Medical Staff Groups/Medical
Groups, Retrospective Rating Plan, Vicarious Liability for Supervision of Nurse Midwives,
Claim Surcharge Program, and Endorsed Carrier Discount Program, Expense Savings, Defense
Expenses within Limits discount, Waiver of Consent to Settle discount, New to Company credit,
and Risk Management discount.

CONCLUSION

We believe that this filing contains all information necessary to make a decision that the rates
and rules are reasonable, comply with the laws of the state of Illinois, and that the rates are not
excessive, inadequate or unfairly discriminatory.

Prepared By:

Meg Glenn, FCAS, MAAA
Merlinos & Associates, Inc.
3274-B Medlock Bridge Rd.
Peachtree Corners, GA 30092
678-684-4856

770-453-9776 fax
mglenn@merlinosinc.com
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Chicago Rates - Mature, $1M/$3M 28,500
Prop Prop Prop 2012 2007 2013 2012 2013 2010
Med Mal Direct Surgery X X GA GA IL IL IL Average ISMIE Mutual Doctors Direct Medicus MedPro TDC ProAssurance
Specialty Description Level Class Rel Class Rel Class Rel Rates Rate Rates Rates Rates Rates Rates Rates

Chiropractor No Surgery 0A 0.365 0A 0.365 0A 0.365| $ 9,457 | $ 4,585 $ 2,906 $ 6,264
Allergy Other 0D 0.7 OE 0.8 0B 056|$ 14509 | $ 17571  $ 16,256 $ 16,500 $ 15401 $ 19,516 $ 16,400 $ 21,355
Forensic Medicine No Surgery 0D 0.7 0 0.9 0B 056|$ 14,509 | $ 18,236 $ 16,256 $ 20,010 $ 15,401 $ 19516 $ 16,879 $ 21,355
Nutrition No Surgery 0D 0.7 0E 0.8 0B 056|$ 14,509 | $ 17,232 $ 19516 $ 14,947
Podiatrist No Surgery 0A 0.365 0A 0.365 0B 056|$ 14509 | $ 23201 $ 21,720 $ 29,059 $ 20,671 $ 21,355
General Preventative Med — Aerospace Med No Surgery 0 0.9 0 0.9 0OC 065|% 16841 $ 19,003 $ 20,010 $ 20,632 $ 19516 $ 15,854
General Preventative Med — Occupational Med ~ No Surgery 0 0.9 0 0.9 0OC 065|% 16841 $ 21,102 $ 16,256 $ 20,010 $ 20,632 $ 19516 $ 19,087 $ 31,110
General Preventative Med — Public Health No Surgery 0 0.9 0 0.9 0OC 065|% 16841 $ 19,108 $ 16,256 $ 20,010 $ 20,632 $ 19516 $ 16,879 $ 21,355
General Preventive Med — All Other No Surgery 0D 0.7 OE 0.8 0C 065|$ 16841 | $ 19,473 $ 20,010 $ 20,632 $ 19,516 $ 15,854 $ 21,355
Otorhinolaryngology No Surgery 1A 1.1 1A 11 0C 065|% 16841 | $ 19,467 $ 16,256 $ 20,010 $ 15,401 $ 26,019 $ 17,758 $ 21,355
Physical Medicine & Rehab No Surgery 0 0.9 0E 0.8 0OC 065|% 16841 $ 20,107 $ 16,256 $ 16,500 $ 29,059 $ 17,363 $ 21,355
Physical Medicine & Rehab — Pain Management Other 1B 1.15 1B 1.15 0OC 065|% 16841 $ 22,024 $ 16,256 $ 16,500 $ 38,648 $ 17,363 $ 21,355
Dermatology — All Other No Surgery oD 0.7 OF 0.85 0D 07| $ 18,136 | $ 20,395 $ 21,720 $ 20,010 $ 20,632 $ 19,516 $ 19,135 $ 21,355
Dermatopathology No Surgery 0D 0.7 OF 0.85 0D 07 $ 18136 | $ 20,203 % 21,720 $ 20,010 $ 20,632 $ 19,516 $ 19,135
Endocrinology / Diabetes No Surgery 1 1 1A 1.1 O0E 08| $ 20,727 | $ 24,784  $ 21,720 $ 30,000 $ 20,632 $ 26,019 $ 25,550
Opthalmology No Surgery 0 0.9 0 0.9 0E 08| $ 20,727 | $ 21,984 $ 21,720 $ 20,010 $ 20,632 $ 19,516 $ 18,916 $ 31,110
Opthalmology Other 0 0.9 0 0.9 0E 08| $ 20,727 | $ 21,844 $ 21,720 $ 20,010 $ 29,059 $ 19,516 $ 18,916
Pathology No Surgery 0 0.9 1 1 OE 08| $ 20,727 | $ 26,772 $ 21,720 $ 24,000 $ 20,632 $ 26,019 $ 27,396 $ 40,865
Pediatrics No Surgery 1A 1.1 1A 1.1 OE 08| $ 20,727 | $ 26,588 $ 21,720 $ 30,000 $ 20,632 $ 30572 $ 25493 $ 31,110
Psychiatry / Psychoanalysis No Surgery 0 0.9 0 0.9 0E 08| $ 20,727 | $ 25290 $ 21,720 $ 24,000 $ 20,632 $ 26,019 $ 18,506 $ 40,865
Rheumatology No Surgery 1 1 1A 1.1 OE 08| $ 20,727 | $ 25,884 $ 23540 $ 24,000 $ 20,632 $ 30,572 $ 25452 $ 31,110
Broncho-Esophagology Other 1 1 0 0.9 0 09 $ 23318
Dermatology — All Other Minor Surgery 1 1 1 1 0 09($ 23318 | $ 30,207 $ 21,720 $ 30,000 $ 29,059 $ 26,019 $ 33579 $ 40,865
Dermatopathology Minor Surgery 1 1 1 1 0 09($ 23318 | $ 28,581 $ 21,720 $ 30,000 $ 29,059 $ 26,019 $ 33579 $ 31,110
Geriatrics No Surgery 1 1 0 0.9 0 09($ 23318 | $ 25973 $ 23540 $ 24,000 $ 29,059 $ 26,019 $ 27,245
Hypnosis No Surgery 0 0.9 0 0.9 0 09