
Company Defined Items 
 

1. The “by county” information listed is grouped by policy issuing county.  There have been 
no changes made to the way this has been grouped in the last ten years. 

2. There have been no changes to reserving or claim payment practices in the past ten years. 

3. Closed claims are considered closed when both indemnity plus expense reserves are $0, 
which is also when it is assigned a close date.  There have been no changes made to this 
definition in the past ten years. 

4. Business entity coverage is written on the same policy as that of the physician to provide 
for vicarious liability exposure.  Therefore, no policies have been identified as corporate 
in the data submission. 

5. TDC uses a base class of Internal Medicine and a base territory called Territory A.  
Territory A is comprised of Cook, Madison, St. Clair, and Will counties.  Will county 
was moved into Territory A effective 5/1/01.  There have been no other changes made to 
either the base class or base territory in the past ten years. 

6. There have been no explicit adjustments made to exposures for extended reporting 
endorsements.  There is no impact on the exhibits for exposure adjustments. 

7. TDC maturity factors and tail factor are listed in Exhibit 1. 

8. The expense factor in column 314 of Exhibit 1 consists of general and other acquisition 
expenses. 

9. The “other” miscellaneous factor in column 349 (6.13%), is the ratio of unallocated loss 
adjustment expenses to premium (not relative to loss) incorporated in the most recent rate 
review.  As defined in Exhibit 1, the average credit and profit load are 7% and 5.57%, 
respectively. 

10. TDC does not conduct a sufficient volume of business in Illinois to justify the estimation 
of bulk and IBNR reserves based strictly on Illinois data.  Therefore, a percentage of the 
nationwide bulk and IBNR reserves are allocated to Illinois for reporting purposes.  
Allocation percentages are produced for indemnity and ALAE reserves separately.  The 
allocation percentages are equal to the ratio of Illinois case reserves (indemnity or 
ALAE) to nationwide case reserves (indemnity or ALAE) by report year for claims made 
business, and by accident year for occurrence business. 

 

Miscellaneous Notes: 

• The Company reported amounts in Exhibit 2A Surplus in 000’s in order for its data to fit 
within the State’s required field lengths.   

• For Exhibit 2A Reserves:  
o the Company expanded the Policy Type (Code) field length from 2 to 4 in order 

to enter the 4 digit codes defined by the IL DOI.   
o the Company had a single record that exceeded the field Direct and Assumed 

Loss and Loss Expense Percentage (3,2) field length requirements.  The record 
was for Policy Type = OERE, and Report Year 2000.  The actual loss ratio = 
1675.33%, the Company reported 999.99% to comply with the field limitations.   



RECONCILIATION 
12/31/06 
 
Exhibit 2a Surplus data reconciles to the Company’s annual statutory financial 
statement, page 4, Statement of Income, Capital and Surplus Account section, 
for all five years reported:  12/31/02 to 12/31/06. 
 
Exhibit 2b Reserves data reconciles to the Company’s 2006 annual statutory 
statement, page 20.IL, line 11, Exhibit of Premium and Losses in the state of 
Illinois, to the extent that the data is limited to the last 10 years ending 12/31/97 
to 12/31/06.   Any reconciling items are due to prior 1997 data not included in the 
submission.   
 
Paid losses and loss reserves from Exhibit 1cii and Exhibit 1ciii also reconcile 
closely to the Company’s 2006 annual statutory statement, page 20.!L, line 11, 
Exhibit of Premium and Losses in the state of Illinois. 
 



Exhibit 2B Reserve Study Descriptions 
 

1. TDC uses a variety of standard actuarial methods in determining loss and loss 
adjustment expense reserves.  These reviews are performed quarterly by in-house 
actuaries.  Additionally, TDC solicits an actuarial opinion on carried loss reserves 
annually from an independent consulting firm (Ernst & Young). 

2. As of the most recent year end, TDC’s medical malpractice loss and loss 
adjustment expense reserves have been opined on by in-house actuaries and 
consulting actuaries of Ernst & Young.  Both parties determined that reserves are 
adequate.  Recently, there have been no material changes in reserving methods.  
Based on the results of IRIS tests 11 and 12, TDC has not experienced 
unfavorable trends in loss reserves in recent years. 

3. In terms of trends in reserve development and present reserve adequacy, we 
believe TDC experience has been similar to that of the industry as a whole.  As 
for specific business written, TDC exclusively targets physicians and surgeons 
while some of the rest of the industry has a greater concentration of hospitals and 
other healthcare institutions. 



Surplus Analysis 

12/31/06 

 

Primarily as a result of net income of $137,639, surplus grew by $152,801 during 2006. 

Surplus as of December 31, 2006 was $655,960 vs. $503,159 as of December 31, 2005. 

(Note: The Exchange’s surplus numbers do not include the $35,000 in surplus notes 

issued by PULIC and UFTPIC. On a consolidated basis, PULIC and UFTPIC’s surplus 

notes would also be included in the surplus of the Exchange bringing the TDC group 

surplus to $690,960). The $152,801 growth represents an increase of 30.4% for the year 

over December 31, 2005. Favorable results in the equity markets also had a positive 

effect on surplus, with an additional $9,518 in non-affiliated unrealized capital gains 

(gross of deferred Federal Income Tax). Table11 below, shows sources and growth of 

surplus from 2002 through 2006. 

 
 

Surplus Analysis
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Net Income  (56,661)  (50,066)  32,396  77,579  137,639 

Unrealized Non-Aff *  (8,295)  21,748  13,979  13,561  9,518 

Unrealized Aff  16,174  23,529  10,132  5,022  7,490 

Surplus Note  13,000 

Other  6,228  567  (1,113)  1,414  (1,846)

Total Change  (42,554)  8,778  55,394  97,576  152,801 

Total Surplus  341,411  350,189  405,583  503,159  655,960 

2002 2003 2004 2005 2006
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