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Independent Auditors’ Report 
 
 

To the Board of Directors of 
Pennsylvania Professional Liability Joint Underwriting Association 
 
We have audited the accompanying statutory-basis statement of admitted assets, liabilities and surplus of 
Pennsylvania Professional Liability Joint Underwriting Association (the “Association”) as of December 31, 2010, 
and the related statutory-basis statements of operations and changes in surplus, and cash flows for the year then 
ended.  These statutory-basis financial statements are the responsibility of the Association’s management.  Our 
responsibility is to express an opinion on these statutory-basis financial statements based on our audit.  The 
statutory-basis financial statements of the Association as of December 31, 2009, and for the year then ended were 
audited by other auditors who have ceased operations.  Those auditors expressed an unqualified opinion on those 
statutory-basis financial statements in their report dated April 12, 2010. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America.  
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation.  We believe that our audit provides a reasonable basis for our opinion. 
 
As described more fully in Note 2, the accompanying statutory-basis financial statements have been prepared in 
conformity with accounting practices prescribed or permitted by the Insurance Department of the Commonwealth 
of Pennsylvania, which is a comprehensive basis of accounting other than accounting principles generally 
accepted in the United States of America. 
 
In our opinion, the statutory-basis financial statements referred to above present fairly, in all material respects, the 
admitted assets, liabilities and surplus of the Association as of December 31, 2010, and the results of its 
operations and its cash flows for the year then ended, on the basis of accounting described in Note 2. 
 
Our audit was made for the purpose of forming an opinion on the statutory-basis financial statements taken as a 
whole.  The accompanying Supplemental Summary Investment Schedule, Investment Risk Interrogatories and 
Reinsurance Interrogatories of the Association as of December 31, 2010 and for the year then ended are presented 
to comply with the National Association of Insurance Commissions’ Accounting Practices and Procedures manual 
and is not a required part of the basic statutory-basis financial statements.  Such information has been subjected to 
the auditing procedures applied in our audit of the statutory-basis financial statements and, in our opinion, are 
fairly stated in all material respects in relation to the statutory-basis financial statements taken as a whole. 
 
This report is intended solely for the information and use of the board of directors and the management of the 
Association and for filing with the Insurance Department of the Commonwealth of Pennsylvania and is not 
intended to be and should not be used by anyone other than these specified parties. 
 

 
 
April 14, 2011 



2010 2009

Bonds at NAIC Carrying Value (fair value $257,577,932 and
$251,144,521, respectively) 245,778,018$ 244,426,329$ 

Cash and cash equivalents 8,164,003 4,266,882       

Total cash and invested assets 253,942,021   248,693,211   

Premiums receivable 435,276 715,665
Accrued investment income 2,219,884 2,329,482
Other assets 20,664 6,321              

Total admitted assets 256,617,845$ 251,744,679$ 

Liabilities:
Unpaid losses 42,728,652$   60,157,557$   
Unpaid loss adjustment expenses 11,750,631     15,248,865     
Unearned premiums 2,566,973       3,536,400       
Advanced premiums 1,661,116       2,381,707       
Accrued taxes, licenses and fees and other expenses 190,676          274,138          
Amounts withheld for the account of others 207,877          151,917          

Total liabilities 59,105,925     81,750,584     

Commitments and contingencies -                  -                  

Surplus:
Unappropriated 194,511,920 166,994,095
Appropriated 3,000,000       3,000,000

Total surplus 197,511,920   169,994,095   

Total liabilities and surplus 256,617,845$ 251,744,679$ 

PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION

LIABILITIES AND SURPLUS

ADMITTED ASSETS

__________

Statutory-basis Statements of Admitted Assets, Liabilities and Surplus
As of December 31, 2010 and 2009

The accompanying notes are an integral part of these statutory-basis financial statements.
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2010 2009

Premiums earned 8,370,203$     11,620,059$   

Losses (7,359,056)      (7,476,151)      
Loss adjustment expenses 669,920          (1,601,033)      
Underwriting expenses 1,265,431 1,391,142

Total losses and expenses (5,423,705)      (7,686,042)      

Underwriting gain 13,793,908     19,306,101     

Net investment income 12,060,927 12,349,256
Net realized gain on investments 1,737,580       233,128          
Service fees 52,462 69,496

Net income 27,644,877     31,957,981     

Surplus, beginning of year 169,994,095   137,948,595   
Unrealized loss on investments (138,070)         (29,700)           
Change in accounting principle -                  27,718            
Decrease in nonadmitted assets 11,018            89,501            

Surplus, end of year 197,511,920$ 169,994,095$ 

__________

PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION
Statutory-basis Statements of Operations and Changes in Subscribers’ Surplus

For the years ended December 31, 2010 and 2009

The accompanying notes are an integral part of these statutory-basis financial statements.
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2010 2009

Cash flows from operating activities:
Premiums collected 6,960,573$     10,094,955$   
Benefit and loss related payments (10,070,049)   (20,172,401)   
Commissions, expenses paid and aggregate write-in for deductions (5,516,352)     (6,664,797)     
Service fees collected 52,462            69,496            
Investment income proceeds, net of investment expenses 12,331,971     12,216,963     

Net cash from operating activities 3,758,605       (4,455,784)     

Cash flows from investing activities:
Proceeds from bonds sold, matured or repaid 57,829,260     65,719,495     
Miscellaneous proceeds 155,880          31,373            
Cost of bonds acquired (57,742,985)   (71,742,742)   
Miscellaneous applications (1,755,390)     (262,519)        

Net cash from investing activities (1,513,235)     (6,254,393)     

Cash flows from financing and miscellaneous sources:
Other cash provided 1,651,751       7,771,173       

Net cash from financing and miscellaneous activities 1,651,751       7,771,173       

Net increase (decrease) in cash and cash equivalents 3,897,121       (2,939,004)     

Cash and cash equivalents, beginning of year 4,266,882       7,205,886       

Cash and cash equivalents, end of year 8,164,003$     4,266,882$     

__________

PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION
Statutory-basis Statements of Cash Flows

For the years ended December 31, 2010 and 2009

The accompanying notes are an integral part of these statutory-basis financial statements.
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PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION 
Notes to Statutory-Basis Financial Statements 

For the years ended December 31, 2010 and 2009 
__________ 
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1. Business and Organization: 
 
 The Pennsylvania Professional Liability Joint Underwriting Association (the “Association”) is a non-

profit, unincorporated association established pursuant to Subsection C of the Medical Care Availability 
and Reduction of Error Act (“The Act”) to offer medical professional liability insurance covering the 
provision of health care services in the Commonwealth of Pennsylvania in accordance with Section 732 
of The Act.  Primary coverage is made available by the Association to those individuals and entities that 
qualify for such coverage from the Association under Section 732 of The Act. 

 
 The Insurance Commissioner of Pennsylvania (the “Commissioner”) approved the Association’s Plan of 

Operations on December 30, 1975.  This plan was amended, restated and approved by the Pennsylvania 
Insurance Department on April 10, 2005.  The Association is exempt from federal income taxes under 
Section 501(c)(6) of the Internal Revenue Code. 

 
2. Summary of Significant Accounting Policies: 
 

Basis of Presentation: 
 
The Association prepares its statutory financial statements in conformity with accounting practices 
prescribed or permitted by the Insurance Department of the Commonwealth of Pennsylvania (the 
“Department”).  Effective January 1, 2001, the Commonwealth of Pennsylvania required that 
insurance companies domiciled in the Commonwealth of Pennsylvania prepare their statutory basis 
financial statements in accordance with the National Association of Insurance Commissioners 
(“NAIC”) Accounting Practices and Procedures Manual – Version effective January 1, 2001 (the 
“NAIC Manual”) subject to any deviations prescribed or permitted by the Commissioner.  Practices 
under the NAIC Manual vary from accounting principles generally accepted in the United States of 
America (“GAAP”) primarily with respect to the initial deferral of policy acquisition costs and the 
accounting for investments in bonds. 
 
The preparation of financial statements requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities 
at the date of the financial statements and the reported amounts of revenue and expenses during the 
reporting period.  Actual results could differ from those estimates. 
 
Investments: 
 
Investments are stated at NAIC Carrying Value, which requires that bonds, so qualified, be carried at 
amortized cost, and other bonds at fair values as established by the NAIC.  Realized investment gains 
and losses, computed using the specific cost method, are included in the determination of income, 
while unrealized appreciation or depreciation on investments, if any, is credited or charged directly to 
surplus.  The Association periodically evaluates its investments for other than temporary impairment.  
At the time an investment is determined to be other than temporarily impaired, the Association 
records a realized loss in the statutory statements of operations.  Any subsequent increase in the 
investment’s market value would be reported as an unrealized gain. 
 
Loan backed securities are stated and adjusted using the retrospective method.  Prepayment 
assumptions are obtained from Bloomberg market data and the Association’s investment manager’s 
internal estimates. 



PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION 
Notes to Statutory-Basis Financial Statements 

For the years ended December 31, 2010 and 2009 
__________ 
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2. Summary of Significant Accounting Policies: 
 

Cash and Cash Equivalents: 
 
Cash and cash equivalents include investments in highly liquid debt instruments with an original 
maturity of three months or less and are carried at cost, which approximates fair value. 
 
Unearned Premiums: 
 
Unearned premiums represent the pro rata portion of premiums written which are applicable to the 
unexpired terms of the policies in force as of the reporting date. 
 
Advanced Premiums: 
 
Advanced premiums represent monies collected by the Association for premiums which are 
applicable to policies which have an inception date subsequent to the reporting period date. 
 
Premium Deficiency: 
 
A premium deficiency is generally established if the sum of expected loss and loss adjustment 
expenses and maintenance costs exceed the related unearned premium or advance premiums.  The 
Association includes anticipated future net investment income in the analysis of the necessity of such 
deficiency reserve, as management believes that the inclusion of anticipated future net investment 
income into the analysis more accurately represents the true ultimate underwriting gain or loss on the 
policies underwritten.  Accordingly, the Association did not recognize a premium deficiency as of 
December 31, 2010 and 2009, respectively. 
 
Unpaid Losses and Loss Adjustment Expenses: 
 
The reserve for loss and loss adjustment expenses, which include estimates for losses incurred but not 
reported are determined using actuarial methods with calculations based on current claim evaluations, 
historical experience of the Association, and, to a lesser extent, historical experience of other medical 
malpractice insurers in Pennsylvania. 
 
Management continually reviews and updates its methods of making loss and loss adjustment expense 
reserve estimates and believes that such reserves at December 31, 2010 and 2009 are the 
Association’s best estimate to cover the ultimate cost of claims and settlement costs.  However, such 
liability is necessarily based on estimates of future rates of inflation and other factors; accordingly, 
there is no absolute assurance that the ultimate liability may not exceed such estimates.  The methods 
of making such estimates and establishing the resulting liabilities are continually reviewed and 
updated and any resulting adjustments are reflected in operations in the current period. 
 
Policy Limits: 
 
The Association’s maximum liability for a single claim on each policy is as follows: 
 
January 1, 2001 to present $500,000 
January 1, 1999 to December 31, 2000 400,000 
January 1, 1997 to December 31, 1998 300,000 
January 1, 1984 to December 31, 1996 200,000 
January 1, 1983 to December 31, 1983 150,000 
Prior to January 1, 1983 100,000 



PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION 
Notes to Statutory-Basis Financial Statements 

For the years ended December 31, 2010 and 2009 
__________ 
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2. Summary of Significant Accounting Policies: 
 

Policy Limits: 
 
Subject otherwise to statutory provisions, claim amounts in excess of the above policy limits are the 
liability of the Medical Professional Liability Catastrophe Loss Fund (“MCARE”) to a maximum of 
the following limits: 
 
January 1, 2005 to present $    500,000 
January 1, 2001 to December 31, 2004 700,000 
January 1, 2000 to December 31, 2000 800,000 
January 1, 1997 to December 31, 1999 900,000 
Prior to January 1, 1997 1,000,000 
 
MCARE was created by an act of the Pennsylvania General Assembly (P.L. 154, Act No. 13) (the 
“Act”) on March 20, 2002.  Its purpose is to provide and administer sources of funds to pay 
judgments, awards or settlements in medical malpractice claims against participating healthcare 
providers, whose primary limits of coverage provided by its primary professional liability insurance 
policies are less than the final judgments, awards, or settlements.  The Act imposes mandatory 
assessments on health care providers as defined in the Act.  These assessments are required to be 
billed, collected, and remitted to MCARE by the direct writing medical malpractice insurer.  As such, 
amounts determined to be owed to MCARE, billed, and collected but not yet paid to MCARE by the 
Association are shown as amounts withheld for the account of others in the accompanying statutory 
financial statements. 
 
Recently Issued Accounting Pronouncements: 
 
On December 31, 2010, the Association adopted Statement of Statutory Accounting Principles No. 
100 – Fair Value Measurements (“SSAP 100”).  SSAP 100 defines fair value, establishes a 
framework for measuring fair value and establishes disclosure requirements about fair value.  There 
was no impact to the Association’s financial statements upon adoption. 
 

3. Investments: 
 
 The NAIC carrying value and estimated fair value of investments at December 31, are as follows: 
 

NAIC Gross Gross
Carrying Unrealized Unrealized Fair

Value Gains Losses Value
Fixed-maturity securities:

U.S. government and
agency bonds 8,625,703$     665,237$      -$              9,290,940$     

State government obligations 27,844,832     1,201,448     (126,641)       28,919,639     
Corporate and other bonds 79,021,437     4,667,073     (429,083)       83,259,427     
Mortgage/asset-backed 130,286,046   6,194,348     (372,468)       136,107,926   

Total investments 245,778,018$ 12,728,106$ (928,192)$     257,577,932$ 

2010

 



PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION 
Notes to Statutory-Basis Financial Statements 

For the years ended December 31, 2010 and 2009 
__________ 
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3. Investments: 
 

NAIC Gross Gross
Carrying Unrealized Unrealized Fair

Value Gains Losses Value
Fixed-maturity securities:

U.S. government and
agency bonds 13,781,493$   546,864$      (42,928)$       14,285,429$   

State government obligations 24,950,553     633,733        (310,951)       25,273,335     
Corporate and other bonds 81,750,994     3,948,207     (252,809)       85,446,392     
Mortgage/asset-backed 123,943,289   4,117,413     (1,921,337)    126,139,365   

Total investments 244,426,329$ 9,246,217$   (2,528,025)$  251,144,521$ 

2009

 
 The NAIC carrying value and fair value of fixed maturities are shown by contractual maturity as of 

December 31, 2010.  Expected maturities could differ from contractual maturities because borrowers may 
have the right to call or prepay obligations with or without call or prepayment penalties. 

 
NAIC

Carrying Fair
Value Value

Due to mature:
One year or less 6,119,126$     6,268,904$     
Over one year through five years 33,219,683     35,583,794     
Over five years through ten years 54,355,880     57,615,807     
Over ten years 21,797,283     22,001,501     
Mortgage/asset-backed 130,286,046   136,107,926   

Total fixed maturities 245,778,018$ 257,577,932$ 

 
 Proceeds from the sale of fixed maturities during the years ended December 31, 2010 and 2009 were 

$57,829,260 and $65,719,495, respectively.  Gross realized gains on investments were $1,806,010 and 
$750,686 for the years ended December 31, 2010 and 2009, respectively.  Gross realized losses on 
investments were $68,430 and $517,558 for the years ended December 31, 2010 and 2009, respectively. 

 
 As of December 31, the Association’s investments in bonds which had unrealized losses by length of time 

the investments had been in an unrealized loss position are as follows: 
 

Gross Gross
Fair Unrealized Fair Unrealized

Value Loss Value Loss

Less than 12 months 32,694,735$   (807,489)$     35,102,936$ (657,279)$       
Greater than 12 months 5,901,240       (120,703)       22,725,007   (1,870,746)      

Total 38,595,975$   (928,192)$     57,827,943$ (2,528,025)$    

2010 2009

 



PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION 
Notes to Statutory-Basis Financial Statements 

For the years ended December 31, 2010 and 2009 
__________ 
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3. Investments: 
 
 35 securities currently have unrealized losses.  The Association considers both quantitative and qualitative 

factors when evaluating individual securities for other-than-temporary impairment, including but not 
limited to the amount and length of time a security is in an unrealized loss position, general credit quality 
of the issuer including third party credit ratings, and any adverse changes in estimated cash flows.  As a 
result of this ongoing analysis, the Association recognized other-than-temporary impairments of $17,810 
on three securities for the year ended December 31, 2010, which is included in realized losses on the 
accompanying statement of operations.  Based on the above factors and because the Association has the 
intent and ability to hold the remainder of these investments until a market price recovery, which may be 
maturity, the Association does not consider the remainder of these investments to be other-than-
temporarily impaired at December 31, 2010. 

 
 Components of investments income earned for the years end December 31 are as follows: 
 

 

2010 2009

Fixed income 12,400,256$   12,664,788$   
Cash and cash equivalents 1,116              11,685            

Net investment income earned 12,401,372     12,676,473     

Less: investment expenses (340,445)         (327,217)         

Net investment income 12,060,927$   12,349,256$   

 
4. Fair Value Measurements: 
 
 The fair values of level 1 securities are measured using the market approach valuation technique based on 

quoted prices in active markets for identical assets. 
 
 The fair values of level 2 securities are measured using observable inputs obtained from independent 

pricing services or from the Association’s investment manager and are determined using quoted market 
prices from an orderly market at the reporting date for those or similar investments.  If quoted market 
prices from an orderly market are not available, the fair values are determined by the Association’s 
investment manager using the market and income approach valuation techniques. 

 
 The fair values of the level 3 securities are measured using unobservable inputs that are supported by little 

or no market activity and are significant to the fair value of the assets.  Unobservable inputs reflect the 
reporting entity’s own assumptions that market participants would use in pricing the asset.  Level 3 assets 
include financial instruments whose values are determined using pricing models, discounted cash flow 
methodologies, or similar techniques, as well as instruments for which the determination of fair value 
requires significant management judgment or estimation. 

 
 The Association recognizes transfers between levels at the beginning of the reporting period. 
 



PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION 
Notes to Statutory-Basis Financial Statements 

For the years ended December 31, 2010 and 2009 
__________ 
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4. Fair Value Measurements: 
 
 The following table sets forth the Association’s assets measured and reported at fair value at December 

31, 2010 categorized by the level within the SSAP 100 hierarchy in which fair value measurements fall: 
 

 

Level I Level II Level III Total

Bonds:
U.S. governments -$            -$            -$            -$            
Mortgage/asset-backed -              2,862,153   656,016      3,518,169   
Industrial and miscellaneous -              -              -              -              
Hybrid securities -              -              -              -              
Parent, subsidiaries and affiliates -              -              -              -              

Total bonds -              2,862,153   656,016      3,518,169   

Total -$            2,862,153$ 656,016$    3,518,169$ 

December 31, 2010

 
 The following table presents a reconciliation of the beginning balance for all assets measured at fair value 

using Level 3 inputs during the year ended December 31, 2010: 
 

Mortgage / 
asset-backed 

securities

Balance, January 1, 2010 761,900$    
Transfers into level 3 -              
Transfers out of level 3 -              
Total gains or losses:

Included in net income (2,495)         
Included in surplus 19,425        

Purchases, issuances, sales, settlements:
Purchases -              
Issuances -              
Sales -              
Settlements (122,814)     

Balance, December 31, 2010 656,016$    

 
 



PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION 
Notes to Statutory-Basis Financial Statements 

For the years ended December 31, 2010 and 2009 
__________ 
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5. Unpaid Losses and Loss Adjustment Expenses: 
 
 Activity in the reserve for unpaid losses and loss adjustment expenses is summarized as follows: 
 

2010 2009

Balance at January 1 75,406,422$   102,568,634$ 

Incurred related to:
Current year 6,901,911       10,641,967     
Prior years (13,591,047)    (19,719,151)    

Total net incurred (6,689,136)      (9,077,184)      

Paid related to:
Current period (161,589)         (194,021)         
Prior period (14,076,414)    (17,891,007)    

Total net paid (14,238,003)    (18,085,028)    

Balance at December 31 54,479,283$   75,406,422$   

 
 As a result of changes in estimates of insured events of prior years, the Association decreased losses and 

loss adjustment expenses incurred by $13,591,047 and $19,719,151 in 2010 and 2009, respectively, due 
to a combination of lower than expected claim frequency, several favorable indemnity loss settlements, 
and lower than expected changes in indemnity loss case reserves on open claims. 

 
6. Leases: 
 
 The Association entered into a lease agreement on October 1, 2005.  The lease agreement expires in 2011 

and is subject to a renewal option at market rates prevailing at the time of renewal.  At December 31, 
2010, future minimum rent payments under this non-cancelable lease are as follows: 

 
2011 82,106$          

 
 Rent expense was $111,294 and $108,880 for 2010 and 2009, respectively, included in underwriting 

expenses on the statement of operations. 
 
7. Retirement Plan: 
 
 The Association sponsors a defined contribution retirement plan (“Retirement Plan”) designed to provide 

benefits upon retirement, disability, death or termination of employment.  The Retirement Plan requires 
the Association to contribute 3% of the respective participant’s compensation under the safe harbor 
provision.  An employee receives the Safe Harbor Non-Elective Contribution beginning on the first day of 
the month following the 90th day after the employee begins working for the Association.  The employee 
becomes eligible to participate in the Association’s Profit Sharing Contributions after completing one 
year of service or one thousand hours of service prior to the date of the annual eligibility computation.  
Participants are fully vested after completing three years of service with the Association or upon attaining 
age 65, death or disability.  The Association contributed $-0- and $66,302 to the Retirement Plan during 
the years ended December 31, 2010 and 2009, respectively. 



PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION 
Notes to Statutory-Basis Financial Statements 

For the years ended December 31, 2010 and 2009 
__________ 
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8. Surplus: 
 
 Under the Pennsylvania Medical Care Availability and Reduction of Error Act (the “Act”), in any 

calendar year in which the Association experiences a deficit, the Association is required to file the deficit 
with the Commissioner for approval.  A deficit is defined in the Act as the amount, if any, of the net loss 
which exceeds the sum of earned premiums and investment income. 

 
 In such event, and with the Commissioner’s approval of the deficit, the Association is authorized to 

borrow funds sufficient to satisfy the deficit.  Additionally, the Association will file a rate filing with the 
Department in order to generate sufficient income for the Association to avoid a deficit during the 
following 12 month period and to repay any principal and interest on any money borrowed.  The 
Association did not incur a deficit for the years ended December 31, 2010 and 2009. 

 
9. Appropriated Surplus: 
 
 The Association has voluntarily appropriated $3 million of surplus as of December 31, 2010 and 2009, 

for contingencies related to the indemnification of the Association and its officers and directors from any 
liability from claims against them which may arise in the future. 

 
10. Commitment and Contingencies: 
 
 The Association is involved in legal proceedings, which arise in the ordinary course of business.  In the 

opinion of management, the ultimate liability with respect to these legal proceedings will not have a 
material effect on the results of operations or financial position of the Association. 

 
11. Subsequent Events: 
 

The Association has evaluated known recognized and nonrecognized subsequent events through April 14, 
2011, the date the financial statements were available to be issued. 

 
 



 

 

 
SUPPLEMENTAL SCHEDULES 

 



Supplemental Investment Disclosures:

Investment Risks Interrogatories:

The Association’s total admitted assets as of December 31, 2010 are: 256,617,845$ 

Percentage
of Total

Statement Admitted
Issuer Description of Exposure Value Assets

Banc Amer Corporate 4,827,145$     1.88%
General Electric Corp Corporate 2,522,436       0.98%
Wal-Mart Stores Inc. Corporate 2,490,624       0.97%
Bottling Group LLC Corporate 2,398,736       0.93%
Pfizer Inc Corporate 2,391,628       0.93%
Nomura Mortgage/Asset backed 2,098,654       0.82%
Greenwich Capital Mortgage/Asset backed 2,090,064       0.81%
Bear Stearns Mortgage/Asset backed 2,044,464       0.80%
Apache Corp Mortgage/Asset backed         2,027,766 0.79%
Medtronic Inc Corporate 2,003,662       0.78%

NAIC Rating Amount Percentage

NAIC-1 225,934,603$ 88.0%
NAIC-2 19,187,399     7.5%
NAIC-3 -                  0.0%
NAIC-4 85,495            0.0%
NAIC-5 570,521          0.2%
NAIC-6 -                  0.0%

PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION
Investment Risk Interrogatories

December 31, 2010

The Association’s amounts and percentages of total admitted assets held in bonds by NAIC rating categories are
as follows:

__________

The Association’s ten largest exposures to a single issuer, based upon statement value, excluding U.S.
Government, U.S. Government agency securities and U.S. Government money market funds, listed by
investment category, are as follows:

Provided below are management’s responses to the Investment Risk Interrogatories and Summary Investment
Schedule required by NAIC Statutory Accounting Principles. Questions and categories not applicable to the
Association have not been included below.
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Investment Categories Amount Percentage Value Percentage

U.S. Treasury securities 4,698,453$     1.85% 4,698,453$     1.85%
U.S. government agency obligations:

Issued by U.S. government 
sponsored agencies 3,927,249       1.55% 3,927,249       1.55%

Securities issued by states, territories, 
and possessions and political
subdivisions of the U.S.:

States, territories and possessions 3,685,961       1.45% 3,685,961       1.45%
Political subdivisions of states,

territories and possessions 4,956,986       1.95% 4,956,986       1.95%
Revenue and assessment obligations 19,201,883     7.56% 19,201,883     7.56%

Mortgage-backed securities:
Pass-through securities:

Guaranteed by GNMA 147,904          0.06% 147,904          0.06%
Issued or guaranteed by

FNMA and FHLMC 57,456,726     22.63% 57,456,726     22.63%
All other MBS 2,109,575       0.83% 2,109,575       0.83%

CMOs and REMICs:
Issued or guaranteed by GNMA,

FNMA, FHLMC or VA 24,610,185     9.69% 24,610,185     9.69%
All other CMOs and REMICs 37,748,147     14.86% 37,748,147     14.86%

Other debt and other fixed income 
securities (excluding short term):

Unaffiliated domestic securities 78,799,831     31.03% 78,799,831     31.03%
Unaffiliated Non-U.S. securities 8,435,118       3.32% 8,435,118       3.32%

Cash and cash equivalents 8,164,003       3.21% 8,164,003       3.21%

253,942,021$ 100.00% 253,942,021$ 100.00%

Gross Investment Holdings Admitted Asset

Summary Investment Schedule
PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION

December 31, 2010
__________
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PENNSYLVANIA PROFESSIONAL LIABILITY JOINT UNDERWRITING ASSOCIATION 
Reinsurance Interrogatories 

For the year ended December 31, 2010 
__________ 

 
 

15 

Provided below are management’s responses to certain reinsurance interrogatories required by NAIC Statutory 
Accounting Principles: 
 
Has the reporting entity reinsured any risk with any other entity under a quota share reinsurance contract that 
includes a provision that would limit the reinsurer’s losses below the stated quota share percentage (e.g., a 
deductible, a loss ratio corridor, a loss cap, an aggregate limit or any similar provisions)? 

Yes (  )  No ( X ) 
 
Has the reporting entity ceded any risk under any reinsurance contract (or under multiple contracts with the same 
reinsurer or its affiliates) for which during the period covered by the statement:  (i) it recorded a positive or nega-
tive underwriting result greater than 5% of prior year-end surplus as regards policyholders or it reported calendar 
year written premium ceded or year-end loss and loss expense reserves ceded greater than 5% of prior year-end 
surplus as regards policyholders; (ii) it accounted for that contract as reinsurance and not as a deposit; and (iii) the 
contract(s) contain one or more of the following features or other features that would have similar results: 

(a) A contract term longer than two years and the contract is noncancellable by the reporting entity 
during the contract term; 

(b) A limited or conditional cancellation provision under which cancellation triggers an obligation by the 
reporting entity, or an affiliate of the reporting entity, to enter into a new reinsurance contract with the 
reinsurer, or an affiliate of the reinsurer; 

(c) Aggregate stop loss reinsurance coverage; 
(d) A unilateral right by either or both parties to commute the reinsurance contract, whether conditional 

or not, except for such provisions which are only triggered by a decline in the credit status of the 
other party; 

(e) A provision permitting reporting of losses, or payment of losses, less frequently than on a quarterly 
basis (unless there is no activity during the period); or 

(f) Payment schedule, accumulating retentions from multiple years or any features inherently designed to 
delay timing of the reimbursement to the ceding entity. 

Yes (  )  No  ( X ) 
 
Has the reporting entity during the period covered by the statement ceded any risk under any reinsurance contract 
(or under multiple contracts with the same reinsurer or its affiliates) for which during the period covered by the 
statement it recorded a positive or negative underwriting result greater than 5% of prior year-end surplus as 
regards policyholders or it reported calendar year written premium ceded or year-end loss and loss expense 
reserves ceded greater than 5% of prior year-end surplus as regards policyholders;  excluding cessions to 
approved pooling arrangements or to captive insurance companies that are directly or indirectly controlling, 
controlled by, or under common control with (i) one or more unaffiliated policyholders of the reporting entity, or 
(ii) an association of which one or more unaffiliated policyholders of the reporting entity is a member, where: 

(a) The written premium ceded to the reinsurer by the reporting entity or its affiliates represents fifty 
percent (50%) or more of the entire direct and assumed premium written by the reinsurer based on its 
most recently available financial statement; or 

(b) Twenty–five percent (25%) or more of the written premium ceded to the reinsurer has been 
retroceded back to the reporting entity or its affiliates in a separate reinsurance contract. 

Yes (  )  No ( X ) 
 
Except for transactions meeting the requirements of paragraph 30 of SSAP No. 62R—Property and Casualty 
Reinsurance, disclose if the reporting entity ceded any risk under any reinsurance contract (or multiple contracts 
with the same reinsurer or its affiliates) during the period covered by the financial statement, and either: 

(a) Accounted for that contract as reinsurance (either prospective or retroactive) under statutory account-
ing principles (“SAP”) and as a deposit under generally accepted accounting principles (“GAAP”); or 

(b) Accounted for that contract as reinsurance under GAAP and as a deposit under SAP? 
Yes (  )  No ( X ) 



 

 

 
 


