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What Helped to Get us Where we Are Now?

 Drivers of declining frequency

Media Coverage

 Physicians’ struggle (e.g., struggling to survive,                            y gg ( g gg g
“want to apologize”, care deeply, etc.)

 Patient safety, EMR, reimbursements, tort reform, web sites

 Patient safety organizations getting the message out

 “Physicians and hospitals care”

 “Physicians and hospitals want to make things better”
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 “Physicians and hospitals want to do the right thing”

 IHI’s 5 Million Lives Campaign, Leapfrog, NPSF, etc.



5/29/2012

2

What Helped to Get us Where we Are Now?

 Drivers of declining frequency

 Tort reform

 Apology movementp gy

 COPIC’s 3Rs program

 SorryWorks!

 CPOE/EMR

 Risk management programs

 Specialty specific (e.g., MORE OB)

- 3 -
Copyright © 2012 Deloitte Development LLC.  Proprietary and Confidential.  All rights reserved.

p y p ( g )

On-line education

Mandatory training

 Simulator training

What Helped to Get us Where we Are Now?

 Advancements in Patient 
Safety

 IHI saving lives campaign

 PA Patient Safety Authority

 Joint Commission Sentinel Event 
Alerts

 Anesthesiology Patient Safety 
Foundation

 Checklists
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Checklists

 Atul Gawande

 Johns Hopkins

 WHO Surgical Checklist
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Frequency Decline, Combined with Hard Market at the Turn of the 
Century led to Positive Reserve Development We are Seeing Today

2011 2010 2009 2008 2007

Doctors Company, An Interinsurance Exchange ‐18.7% ‐26.9% ‐21.5% ‐15.4% ‐12.7%

Medical Professional Mutual Insurance Company ‐53.2% ‐36.6% ‐53.6% ‐44.9% ‐26.4%

Medical Protective Company ‐47.2% ‐34.6% ‐17.4% ‐11.2% ‐2.5%

ProAssurance Indemnity Company Inc 56 8% 48 3% 54 7% 51 1% 39 0%

Development to Net Earned Premium

ProAssurance Indemnity Company, Inc. ‐56.8% ‐48.3% ‐54.7% ‐51.1% ‐39.0%

NORCAL Mutual Insurance Company ‐10.4% ‐36.1% ‐45.4% ‐46.3% ‐23.3%

Medical Liability Mutual Insurance Company ‐12.2% ‐31.0% ‐39.8% ‐29.7% ‐25.3%

MAG Mutual Insurance Company ‐41.2% ‐26.9% ‐32.8% ‐42.5% ‐24.9%

ISMIE Mutual Insurance Company ‐26.5% ‐14.6% ‐14.7% ‐13.0% ‐15.3%

Mutual Insurance Company of Arizona ‐57.6% ‐47.9% ‐20.8% ‐52.7% ‐36.1%

ProAssurance Casualty Company ‐71.6% ‐66.9% ‐49.2% ‐37.0% 12.8%

State Volunteer Mutual Insurance Company ‐41.4% ‐26.7% ‐13.0% ‐6.6% ‐9.3%

Medical Mutual Liability Insurance Society of Maryland ‐28.1% ‐43.7% ‐46.1% ‐35.6% ‐41.8%

First Professionals Insurance Company, Inc. ‐4.4% ‐13.9% ‐13.4% ‐10.4% ‐14.6%

i h i i i 3% 8 2% 29 % 2 6% 26 6%
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American Physicians Assurance Corporation 1.3% ‐78.2% ‐29.5% ‐24.6% ‐26.6%

MMIC Insurance, Inc. ‐29.4% ‐25.7% ‐34.4% ‐25.7% ‐11.0%

Medical Mutual Insurance Company of North Carolina ‐35.9% ‐36.0% ‐24.8% ‐29.4% ‐17.5%

PMSLIC Insurance Company ‐10.4% ‐36.0% ‐45.4% ‐46.3% ‐23.3%

Connecticut Medical Insurance Company ‐89.5% ‐112.8% ‐115.1% ‐102.9% ‐29.6%

NCMIC Insurance Company ‐25.7% ‐28.2% ‐23.7% ‐19.4% ‐38.8%

Medical Insurance Exchange of California ‐22.6% 0.0% ‐8.8% ‐44.6% ‐42.8%

Total ‐31.9% ‐34.3% ‐32.2% ‐29.3% ‐20.7%

Frequency Decline, Combined with Hard Market at the Turn of the 
Century led to Positive Reserve Development We are Seeing Today

2011 2010 2009 2008

Doctors Company, An Interinsurance Exchange ‐10.5% ‐14.9% ‐13.7% ‐8.9%

Medical Professional Mutual Insurance Company ‐12.2% ‐8.5% ‐12.0% ‐9.8%

Medical Protective Company ‐11.6% ‐9.6% ‐5.5% ‐4.3%

d % % % %

Development to Prior Year Reserves

ProAssurance Indemnity Company, Inc. ‐17.1% ‐11.1% ‐12.1% ‐11.9%

NORCAL Mutual Insurance Company ‐4.9% ‐13.0% ‐16.1% ‐15.5%

Medical Liability Mutual Insurance Company ‐1.9% ‐4.8% ‐6.0% ‐4.7%

MAG Mutual Insurance Company ‐14.8% ‐10.2% ‐11.3% ‐15.6%

ISMIE Mutual Insurance Company ‐6.9% ‐3.8% ‐3.7% ‐3.6%

Mutual Insurance Company of Arizona ‐18.8% ‐16.8% ‐7.6% ‐20.4%

ProAssurance Casualty Company ‐21.7% ‐13.3% ‐8.9% ‐6.2%

State Volunteer Mutual Insurance Company ‐9.4% ‐10.9% ‐6.4% ‐3.5%

Medical Mutual Liability Insurance Society of Maryland ‐13.8% ‐18.5% ‐18.9% ‐15.2%

First Professionals Insurance Company, Inc. ‐1.9% ‐5.4% ‐4.7% ‐4.0%

A i Ph i i A C i 0 2% 16 8% 6 5% 6 0%
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American Physicians Assurance Corporation 0.2% ‐16.8% ‐6.5% ‐6.0%

MMIC Insurance, Inc. ‐14.1% ‐11.7% ‐16.5% ‐12.1%

Medical Mutual Insurance Company of North Carolina ‐16.7% ‐18.2% ‐13.2% ‐16.3%

PMSLIC Insurance Company ‐4.9% ‐13.0% ‐16.1% ‐15.5%

Connecticut Medical Insurance Company ‐17.4% ‐20.2% ‐18.5% ‐17.0%

NCMIC Insurance Company ‐11.1% ‐12.1% ‐9.7% ‐7.9%

Medical Insurance Exchange of California ‐10.6% 0.0% ‐4.3% ‐20.2%

Total ‐9.0% ‐9.5% ‐9.0% ‐8.3%
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What Might be Changing?

 Flat frequency → Bottom is past us… next stop is up

 Severity trend → Increase… especially with a return to 
the inflation levels of last decade as some predictthe inflation levels of last decade as some predict

 Interest rates → Increase… helping boost the 
historically low investment returns of today and the 
ratio of Investment Income to NEP

 Some physician practices that become part of Hospital
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 Some physician practices that become part of Hospital 
ACO efforts may unwind these transactions… but not 
enough to stem top line erosion

What Might be Changing?

 Expense ratios will continue to rise until rates harden 
and policyholder exodus stabilizes from PPACA

 End of the soft market although we are still a ways End of the soft market… although we are still a ways 
away, possibly latter half of this decade

 2011 MD&As

 “The decrease in direct written premiums is indicative of the current soft 
market conditions.”

 “… expects continued pricing declines over the next few years after which 
ti i i h ld fi ith d t i i j t d ”
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time pricing should firm with modest price increases projected.”

 Companies referenced rate decreases (some used adjectives like 
“significant”) and lower policyholder retention.

 SNL article titled “Mo. insurer blasts 'actuarially unsound' competition 
as pressure builds on its premium writings.”
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What Might be Changing?

 Given the current “run rate” of favorable reserve 
releases, could start to disappear after 3 more years

 2011 MD&As

 “The increases in reserves for both 2011 and 2010 is the result of higher 
expected loss ratios on business written in these years than on several 
immediately preceding years.”

 “The higher report year loss ratio was due to reduced premium rates.”

 The amount of favorable reserve development has decreased for some 
companies.

D li i i d t l ti hi h ith
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 Declining premium drove current year loss ratios higher, with some 
experiencing double digit increases.

Claims Made Schedule P Ultimate Loss and ALAE Development
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Claims Made Schedule P Ultimate Loss and ALAE Development
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19 MPL Companies
Ultimate Loss & ALAE Ratio Possibilities?

OBSERVATION #1: UPWARD PRESSURE THAT BEGAN IN 09
WILL CONTINUE IN 2012 & 2013 GIVEN THE COMPETITIVE 

60%

70%

80%

90%

100%

U
lt

im
at

e 
L

o
ss

 R
at

io

2011-02

2011-03

2011-04

2011-05

2011-06

2011-07

2011-08

2011-09

2011-25%

ENVIRONMENT

- 20 -
Copyright © 2012 Deloitte Development LLC.  Proprietary and Confidential.  All rights reserved.

40%

50%

12 Months 24 Months 36 Months 48 Months 60 Months 72 Months 84 Months 96 Months 108 Months 120 Months

Development months

2011-50%

OBSERVATION #2: 2011 FAVORABLE DEVELOPMENT COULD BE HALF THE 
LEVELS OBSERVED IN THE 04-07 PERIODS (>25%) GIVEN RECENT PATTERNS
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Speaker Bio

Kevin M. Bingham
Principal, Deloitte Consulting
kbingham@deloitte.com
(860) 725-3056

 Leader of Deloitte Consulting’s MPL practice and claims predictive modeling practice Leader of Deloitte Consulting s MPL practice and claims predictive modeling practice

 Past chairperson, Casualty Practice Council Medical Professional Liability (MPL) Subcommittee

 Official spokesperson for the American Academy of Actuaries in Washington

 Advisory board member and chairman of the annual MPL ExecuSummit

 Expert witness support, rate hearing assistance and testimony for insurance departments and MPL 
insurers

 National Partner Sponsor of the Human Capital Analyst (HCA) Program, and Dean of the HCA 
National School

 Speaker trainer and regular contributor to Contingencies Magazine Physician Insurer Magazine and
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 Speaker, trainer and regular contributor to Contingencies Magazine, Physician Insurer Magazine and 
other publications on MPL and other industry issues

 To date, Mr. Bingham has published over 50 articles/papers and has spoken at more than 50 
conferences/seminars


