
ProNational Insurance Company 
 
Exhibit 2B Reserve Study: 
 
1. Provide a general description of the actuarial methodologies used to determine and 
monitor carried loss and loss adjustment expense reserves for the medical malpractice 
business written, including frequency of reviews. 
 
Answer:    Tillinghast performs semi-annual reserve reviews.  A number of 
methodologies are used, such as the Bornhuetter-Ferguson method, the reported 
development method, the paid development method, the reported frequency/severity 
method, and the paid frequency/severity method. 
  
2.  Discuss the adequacy of medical malpractice loss and loss adjustment expense 
reserves as of the most recent year-end and identify and describe any material changes in 
the past five years in amounts of carried reserves and in reserving methods.  If a material 
unfavorable trend exists, indicate what actions were taken to address the issue.  Identify 
the materiality standard used to respond to this question and provide the basis for this 
standard. 
 
Answer: The medical malpractice loss and loss adjustment reserves are deemed to be 
adequate.  Over the past 5 years, there has been no significant trend in the amount of 
carried reserves. 
  
3.  Compare company trends to industry trends, with regards to the medical malpractice 
line of business and include information about the specific business written by the 
company and, if necessary, reasons why company trends are different from the industry.   
 
Answer:  Frequency has either remained stable or decreased depending on the 
jurisdiction.  Severities have increased at a moderate rate.  Both frequency and severity 
trends are similar to industry trends. 
 
 
Exhibit 2B description 
 
1. Provide a general discussion regarding the adequacy of surplus reported on Annual 

Statement, page 3 (Liabilities, Surplus and Other Funds), line 35, Surplus as regards 
policyholders, as of the last year-end. 

 
Answer: The Company’s adjusted capital of $311.9 million exceeds the NAIC Company 
Action Risk-Based Capital by $197.4 million. The Company believes that the current 
surplus is adequate for its lines of business and premium volume.  Additionally, the 
Company's "A-minus" rating from A.M. Best is another indication of an adequate level of 
surplus.     
 



2. Identify and describe any material events of known material trends, favorable or 
unfavorable, in the insurer’s surplus account in the past five years.  This description 
should include any significant changes in the surplus ratios shown on Exhibit 1.  If a 
material unfavorable trend exists, indicate the courses of remedial actions already 
taken or that are available to the insurer and the effects or potential effects of each.  
Identify the materiality standard used to respond to this item and provide the basis for 
this standard. 

 
Answer: Total surplus decreased $88.4 million from 2005 to 2006.  Net income of $300.1 
million increased surplus.  Reductions to surplus included a dividend of $220.3 million to its 
parent company: Professionals Group, Inc., in addition to a $164.4 million unrealized capital loss 
resulting from the sale of two wholly owned subsidiaries that was completed on January 4, 2006.  
Also, ProNational declared and paid an $18 million dollar dividend in 2004 to its former parent 
company: Professionals Group, Inc.  Additonally, in 2008, a capital contribution of $25 million 
was received from ProNational’s current parent company:  PRA Professional Liability Group, 
Inc. 
 
 



ProNational Insurance Company - Illinois Direct Medical Malpractice Business Only  
Company Defined Items  
 
Please note that for Exhibit 2A, Surplus, all values for the following fields were rounded 
to the nearest thousand:  Net Income, Change in Net Unrealized Capital Gains or 
(Losses), Change in Net Deferred Income Tax, Change in Non-admitted Assets, Change 
in Provision for Reinsurance, Capital/Surplus Changes and Adjustments, which is the net 
result of all capital and surplus contributions and transfers, Dividends to Stockholders, 
Other Changes to Surplus, and Total Change.  The reason for this is that the field lengths 
provided in the call are not long enough to support all of our data.  To be consistent, all of 
these values are shown without the $000’s. 
 
Also note that Exhibit 1 excludes legal courtesy claim amounts.  Additionally, hospital 
losses and exposures have also been excluded from Exhibit 1.  The claim amounts in 
Exhibit 1 are net of deductible and subrogation.   
 
 
1. For all exhibits requiring "by county" information, indicate how the data is 
grouped, whether by claim county, policy issuing county or other method.  If "other", 
describe method used.  Describe any changes made to the way in which the data has been 
grouped during the past ten years and the impact of the change(s) on the exhibits. 
 
All "by county" information for ProNational Insurance Company refers to policy issuing 
county.  There have been no changes to this grouping in the past ten years. 
  
2.  Describe any changes made to reserving or claim payment practices in the past 
ten years and their impact on the exhibits. 
 
There have been no changes to claim payment or reserving practices in the past ten years. 
  
3.  Define closed claim, i.e., is a claim closed when it is assigned a closed date, or 
when both indemnity plus expense reserves are $0, or in some other instance?  Describe 
any changes made to this definition in the past ten years and the impact of the change(s) 
on the exhibits. 
 
A claim is closed when it is assigned a closed status, and in addition, the reserves (for 
both indemnity and expense) are set to $0.  There have been no changes to this definition 
in the past ten years. 
  
4.  Explain/define the corporate policies written by the company. 
 
Corporate exposures are included in the exposure information provided with this data 
request.  Losses on corporate exposures are included in the claims information provided.  
ProNational offers coverage for the corporation when the physician(s) are insured by us 
for an additional charge. 
  



5.  Each company shall use the base class and territory which is consistent with its 
most recent rate filing.  Please define your company's base class and territory.  Describe 
any changes made to the base class and/or territory in the past ten years and the impact of 
the change(s) on the exhibits. 
 
The base class is the class in which 80420, FP/GP - No surgery, no OB, is included.  This 
has been the case for the past 10 years.  The base territory is the territory in which the 
following counties are included: Cook, Madison, and St. Clair. This has changed over the 
past 10 years in the manner detailed in any filings ProNational has submitted to the 
Department in this time period.  Please refer to these exhibits for those details.  The 
exhibits provided here are done on the basis of currently filed base class and territory 
information, and therefore, there is no impact from these changes. 
  
6. Describe any adjustments made to exposure for extended reporting endorsements 
and the impact of the adjustment(s) on the exhibits. 
 
Extended reporting endorsements are counted as one exposure, and they are fully earned 
in the inception year of the tail policy. 
  
7. For the maturity year and tail factors disclosure, list each tail factor with the 
corresponding maturity year if a different tail factor is used for each maturity year.  If 
another method is used, list and describe factors and method used. 
 
This is the method used.  See Item (C-5)(c)(iv) for the tail factors. 
  
8. Define what expenses are included in the expense factor. 
 
The expense factor is the load for unallocated loss adjustment expenses.  This would 
include expenses that cannot be allocated to a specific claim.  For example, expenses 
related to the claims department such as salaries and overhead would be included in this 
factor. 
  
9. List and define individually any "other" factors used in the rate filing to establish 
rates.  This could include but is not limited to the following: profit load, reinsurance load, 
investment income, schedule debits/credits, etc. 
 
See Item (C-5)(c)(v) for the detailed expense factors. 
 
10. Describe any methods and/or assumptions used in creating Reserve Study Exhibit 
A and why these assumptions are necessary. 
 
Exhibit 2A Reserve: 
All data is in thousands except as otherwise requested.  Negative numbers have been 
designated with a minus sign ("-"). 
  
Exhibit 2A Reserve Part 1: 



Direct and Assumed Premiums Earned - Detailed earned premium information (by state, 
program, coverage type) is unavailable for coverage years 1998 through 2002.  The 
premium for those years have designated with a blank field. 
  
Direct and Assumed Adjusting and Other Payments - Data for payments prior to 2003 is 
unavailable.  These payments have been designated with a blank field. 
  
Total Direct and Assumed Losses and Loss Expenses Paid - Data for Adjusting and Other 
Payments for payments prior to 2003 is unavailable, so total payments prior to 2003 are 
also unavailable.  These payments have been designated with a blank field. 
  
Total Direct and Assumed Losses and Loss Expenses Incurred - Data for Adjusting and 
Other Payments for payments prior to 2003 are unavailable, so total losses and loss 
expenses incurred is also unavailable.  These payments have been designated with a 
blank field. 
  
Direct and Assumed Loss and Loss Expense Percentage - Detailed earned premium 
information is unavailable for coverage years 1998 through 2002, so no loss percentage 
can be calculated for those coverage years.  These percentages have been designated with 
a blank field. 
  
Exhibit 2A Reserve Part 2 through Part 4: 
 
Per the instructions in the Illinois Administrative Code, this data is required on a going 
forward basis.  As such, the data provided is for the 2006, 2007, and 2008 calendar years 
only. 


