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A VIEW FROM OUR PRESIDENT
AND CHAIRMAN OF THE BOARD
CHARLES “CHIP” MERSHON, MD
Cornerstone Family Health Associates

On behalf of the Board of Directors of the Central
Pennsylvania Physicians Risk Retention Group (CPP),
I present you with CPP’s 2017 Annual Report. It is
once again a pleasure to provide you with this review
highlighting the accomplishments of your company
in 2017.
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We continued our fundamental mission of
providing a stable source of professional liability
insurance, while serving the core needs of our
members with unique loss control resources, risk
reduction measures, and practice improvement
strategies. As your practices evolve, CPP continues
to review opportunities to meet changes in the
environment to support you. CPP recognized that
enhancing reimbursement is vital to remaining
independent, and partnered with SE Quality Healthcare
to explore adding reimbursement assistance, tools
and education to CPP member resources.
We continue to focus on innovative claims
prevention and claims handling, as well as aggressive
litigation defense. Although we see the plaintiffs’ bar
continue to drive higher and higher demands; your
cases will continue to be vigorously defended and
you will never be out resourced in the courtroom.
Your Saxton & Stump legal team, among the largest
and most diverse medical defense teams in the
state, continues to grow and develop comprehensive
resources to support your claims. The team includes
experienced litigation attorneys, physicians and nurse
consultants, risk and mitigation advisors, technical
trial experts, and witness advocacy coaches. This
unique combination of resources has proven very
effective in mitigating claims and defending cases.
Your Board offered a significant subsidy enabling
members to enroll their practices in the innovative,

exclusive Physician Empowerment™ Suite (PES).
These specialty-specific survey platforms create the
ability to mitigate risk, while concurrently providing
essential data to help enhance your ability to
negotiate higher reimbursement from payers. The
Board strongly encourages you to take advantage
of this valuable opportunity, and has authorized
team members to reach out to your practice to offer
assistance with onboarding.
Of course, we also continued with our
comprehensive risk mitigation efforts, partnering
with our practices to respond to adverse events,
provide loss control tools, and provide all types of
feedback, strategies and resources to assist with
risk reduction. In 2017, the annual risk management
education program was again streamed to allow for
easier access by insureds. We will continue with this
format in 2018, and add additional locations.
CPP continues to be financially stable, with
continued stable premiums for insureds. As of
June 30, 2017, CPP had $22,602,077 of surplus
and total assets of $54,393,340. CPP continues to
maintain strong relationships with our reinsurance
partners including several billion-dollar international
reinsurers.
These are just a few highlights of some key
accomplishments in 2017. I invite you to read
through the rest of this report to learn more about
CPP’s efforts to continue its mission to offer.
On behalf of the entire CPP Board, thank you.
We look forward to continuing to provide stable
professional liability insurance, while further exploring
unique opportunities and resources to support your
practice in this evolving medical environment.
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WE BELIEVE
CPP is well equipped for continued success and growth. We have worked hard to build a solid foundation for our operations. We are equipped to withstand today’s volatile economic
pressures and market influences. Our strong operations performance, capital strength, skillful and prudent investing practices, and experienced team of professionals combine to create
an enterprise equipped to deliver value and service to our members.

OUR SERVICES
CPP is a medical professional liability insurance company. We insure physicians. We insure our members’ affiliated professional corporation or entity and allied health
professionals employed by member physicians or corporations. We are in the business of managing risk.

OUR STRATEGY
As a mutual company, we are not obligated to any outside investors or stockholders. Our business practices reflect the best interests of our
members. Our overriding goal is to provide a superior risk management and insurance product that enhances patient safety, patient satisfaction
and service excellence.

WE BELIEVE
º
		
		
º

The active involvement of practicing physicians on our Board of Directors allows us to focus on 			
medical malpractice litigation patterns and concerns, root causes of claims, patient/customer 			
needs, and other relevant matters. It also ensures that we are accountable to our members.
We invest in strategies that provide a long-term reduction in the exposures that cause claims.

º
		

Members are provided confidential access to lawyers and risk management consultants to 			
manage events when they do occur.

º
		

We invest in educational programs and resources that improve business and customer service 			
practices, and educate our members to implement proven risk reduction strategies.

º

We are committed to disciplined underwriting through careful risk selection and conservative pricing.

º

We will maintain adequate capital and sufficient liquidity to protect our members.

º
		
		

Our primary investment objective is the preservation of capital by minimizing the probability of 			
loss over the investment horizon. Our emphasis is placed on minimizing return volatility rather
than maximizing total return.
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RISK MANAGEMENT
CPP’s safety and risk management

advice not only to help reduce liability

EDUCATIONAL PROGRAMMING
Adopting sound risk mitigation

CPP continued its commitment to education in 2017, providing a variety of programming, including:

program is designed to enhance patient

risk exposure, but also to improve patient

strategies and tools, early event

safety and mitigate liability risk. Over 15

engagement, quality, and patient safety.

management and resolution, and

years of experience has demonstrated

Analysis of information gathered from

periodically assessing compliance

that CPP’s unique loss control and risk

claims and events assists in developing

culminates in a strong and valuable

New Informed Consent Changes!

management program favorably impacts

appropriate resources and strategies to

program.

November 1, 2017, Live Educational

the frequency and severity of claims.

engage in both proactive and reactive

A cornerstone of CPP’s loss control
program is effective event management.

strategies for the future.
Ongoing loss control support to

The Physician Empowerment™
Suite (PES) is a unique resource for

Weathering Cross-Examination in Trial
and the Associated Stress & Update on

Program and Simulcast

CPP members. The PES enables CPP

Presented by Darlene K. King, Esq., Harlan
W. Glasser, Esq., Dan Shapiro, Ph.D. and
Rick Hammer, MD.

Early notification resulting in timely

insureds goes beyond claims defense

members to harness actionable data

event management has proven to be

and event management in addressing

by looking a patient experience and

effective in derailing potential claims

situational scenarios and

and mitigating losses. This unique

general questions that

approach provides the opportunity to

have the potential

deploy the right resources to assist

to impact risk

insureds, evaluate event details and

exposure. The

develop strategies to manage risk

Saxton & Stump

management, and

factors associated with the event.

team readily

improving the

Those resources include physicians,

assists with

patient experience,

nurses, risk consultants, and attorneys

a myriad of

thus reducing

all working together in the best interest

loss control

the likelihood of

of CPPRRG and its insureds. During

questions and

malpractice claims.

the process of event management,

scenarios annually.

The combination of

Saxton & Stump addresses opportunities

In 2017 more than 400

our risk mitigation/loss

for improvement. Our team identifies

requests for assistance

control platform, the vast amount

opportunities for future risk mitigation

were addressed, providing for a unique

of tools, strategies and educational

and deploys appropriate resources and

repository of information and knowledge

programs, as well as a responsive

to support insureds.

event management program continue

clinical effectiveness data. The
benefits of having this
information include
risk management,
reputation

to provide premier services to CPP
members!

This program focused on the
importance of patient engagement. The
program demonstrated how effective
patient engagement, communication
and documentation can positively
impact patient safety, quality of care
and patient satisfaction, while mitigating
liability risk exposure.
Recent Pennsylvania Supreme
Court opinion regarding informed
consent was reviewed, and strategies to

Energize Your Practice, Reduce Risks,
Enhance Economics
October 11, 2017
Presented by Richard Hackman, Esq.
In this program, Rick Hackman
presented on the “3Ps” – Productivity,
Performance, and Processes. This
concept was created by Saxton &
Stump’s Employment Law Group
to successfully manage risk and
enhance growth for your practice. Mr.
Hackman shared how every practice
needs a mitigation “toolbox” to provide
them with the means to measure and
impact positively performance and job
satisfaction, which, in turn leads to a
profitable practice.

KEEPING MEMBERS
INFORMED AND IN TOUCH
WITH CURRENT RESOURCES
CPP continued to support members
with resources, information and tools to
meet new and evolving risk mitigation
and risk management questions.
New resources focused on recent
developments in healthcare laws and
regulations, as well as issues involving
patient safety, patient engagement, and
risk mitigation.
Three such “hot topics” of focus
in 2017 included informed consent,
permissible fees for producing medical
records, and addressing issues
presented by the new medical marijuana
program in Pennsylvania.
Guidance documents developed

support an effective informed consent

surrounding these topics included a

process were presented. Live, mock

Quick Reference Guide addressing

cross examination exhibited how the

permissible fees, and a FAQ document

effectiveness of strategic documentation

addressing informed consent questions.

and patient engagement may play out in

A new informed consent tool was

the courtroom during trial. Recognizing

developed to support physicians

and addressing physician stress was

participating in the State’s new medical

also addressed.

marijuana program.
The library of available procedurespecific informed consents continues
to grow consistent with the changes
in types of procedures and the scope
of practice and numerous specialties
represented by insured members.
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OUR VALUED PARTNER

As independent practices throughout the state of Pennsylvania continue to face growing challenges like data
reporting mandates, value-based payment models, and complex technologies, CPP has extended their capabilities
to support practices. CPP recognizes that these constant changes can make it difficult for independent practices to
survive, let alone thrive in the healthcare marketplace. To combat this, CPP subsidizes SE Healthcare’s data analytics
tool, The Physician Empowerment™ Suite (PES) to all insureds.
The PES is a set of specialty-specific data analytics platforms and tools created to empower health organizations
to enhance their operational performance. The PES is designed to help you manage your practice and lay the
foundation to mitigate risk, improve reputation to maintain loyal patients and recruit new ones, and provide direction to
help position your practice to negotiate higher reimbursement from payers.
The approach is proactive rather than reactive.The PES is composed of 3 main components - The Patient
Experience Platform, The Clinical Effectiveness Platform, and The Reimbursement Effectiveness™ Platform.

The PATIENT EXPERIENCE Platform
The platform is a specialty-specific survey tool designed to give providers real-time feedback about their patients’
opinions and experiences. The easy-to-navigate platform allows providers to dig deep into the data collected and
identify actionable insights and opportunities for improvement. The platform allows you to:
• Compare physicians and locations
• Benchmark against other practices nationally
• Receive monthly report cards

• Review written comments where patients
elaborate on their experience
• Prioritize improvement initiatives

The CLINICAL EFFECTIVENESS Platform
The info that you uncover through the Clinical Effectiveness Platform will allow you to eliminate potential risks,
enhance operational efficiency, and improve the safety and quality of the care you provide.  The data gives you
actionable insights into how your team is performing and highlights actions you can put into place immediately:
• Providers’ understanding and adherence
to falls risk assessments
• Clinical pathways for change in status
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• Policy adherence for medication reconciliation
• And more critical metrics

The Reimbursement Effectiveness™ Platform
One of the biggest issues that independent
practices face, and likely the gravest, is their
operating costs outweighing their reimbursement
levels. Payment incentives that are always changing,
combined with uncertain reimbursement and
contract alterations, can become overwhelming for
any healthcare organization - especially independent
practices.
The Reimbursement Effectiveness™ (RE) Platform
was created specifically to address these issues. The
tool leverages data from a practice’s Patient Experience
and Clinical Effectiveness survey results within the
PES to develop a “value story” for that specific practice.
It also develops an analysis of payment levels for a
practice’s top commercial payers.
The RE Platform contains three valuable components:
Payer Portfolio Analysis – This benchmarking analysis
tool displays payment rates for top commercial payers
compared to Medicare and various other sources. It
highlights where practices are underpaid and creates a
fee-for-service, payer-specific strategy.
Value Story - This report helps quantify a healthcare
provider’s value to key stakeholders in the market
based on various aspects of patient care and practice
operations. A report will be automatically developed
highlighting areas where the organization thrives
or needs improvement, among other supporting
performance data.

Video Resource Library - This database of instructional
videos walks users through a variety of topics including:
• The changing landscape of healthcare
• The steps to better leverage for negotiation
		 with payers
• Elements of value-based pay
• How to prepare a Payer Portfolio Analysis
		 and use it to negotiate with payers
• Expert knowledge on reimbursement topics
• How to optimize use of the Physician 		
		 Empowerment™ Suite (PES)
With this actionable information, an independent
practice becomes well positioned to articulate their
value in the market and engage payers for increased
fee-for-service and fee-for-value reimbursements.
With the addition of this tool for its members, CPP
further establishes their leadership position in the
Pennsylvania medical professional liability industry in
the areas of provider quality, safety, and economics.
Members are encouraged to contact
Christopher B. Rumpf, MD, Vice President & Chief
Clinical Officer at cbr@sehqc.com or 717.556.1051
for additional information.
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A NEW PARTNERSHIP

Apply Best
Practice Contract
Management
Activities

The Process

1.

Through this process, our team
helps you create a strategy aimed at
enhancing your practice’s economic
position based on a stronger focus on

In 2017, CPIQ developed an exciting new business
relationship with Reimbursement Pathways (RP).

Michael F. High

2.

Director of Reimbursement Services

It has allowed us to continue the process of uniting
with practices to offer engagements for data analysis
and

robust

assistance

with

payer

negotiations.

Reimbursement Pathways provides consulting services
in the areas of payer evaluation, management, and
negotiation based on a 4-step process.
The Reimbursement Pathways approach recognizes

Michael has over 20 years of experience in
reimbursement, cost savings and claims analysis,
contract negotiations, value-based healthcare, and
building financial models in the healthcare insurance
industry. Before joining RP, he served as Manager of
Reimbursement for Independent Blue Cross.

that value-based models are transforming how care is
delivered, received, measured, and reimbursed. Being
able to prove that your practice offers a high-level of
value and sets itself apart from the competition, will

top payer-contracts and more effective

Define Your
Value Story

reimbursement negotiations.

3.

Christopher B. Rumpf, MD

4.

Chief Clinical Officer

positively impact your ability to negotiate increased
reimbursements.
The RP team partners with practices to analyze
their existing value story or develop one for them that
offers in depth insight into the exceptional quality,

Dr. Rumpf brings 35 years of clinical leadership in
the areas of quality, safety, and reimbursement to the
team. He plays an instrumental role in helping RP’s
clients take advantage of the overlap between risk
management and reimbursement strategies.

safety, and patient experience unique to that practice.
The value story they create becomes a success factor
in reimbursement negotiations with commercial payers.
Continuing to take a leadership position in the

Gregory Pawlson, MD, MPH, FACS

Perform a Payer
Portfolio Analysis

Execute a Negotiation
Strategy Based on
Proven Negotiation
Principals

Senior Reimbursement Advisor

Pennsylvania medical professional liability industry
in the areas of quality, safety and economics, CPP is
excited to partner with Reimbursement Pathways to
offer innovative engagement services to CPP members.
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Dr. Pawlson brings over 40 years of clinical, patient
safety, insurance benefits and reimbursement
experience to the RP team. He was previously the
Executive Director for Quality Innovation for
BlueCross BlueShield Association.

Providing the Pathway to improved financial health through increased payer
reimbursements and best practice contract management activities
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BREAKOUT
CASH AND INVESTMENTS

TREASURER’S MESSAGE
WAYNE R. CONRAD, MD
Lancaster Orthopedic Group

Fixed Maturities........................................................................................................................... 31,759,325
US Treasury Securities and Obligations of
US Government Corporations and Agencies .................................................................................................... 0
Municipal Securities.................................................................................................................................3,509,517
Corporate Debt Securities ...................................................................................................................18,249,808

Equities............................................................................................................................................... 11,879,227
Common Stock....................................................................................................................................... 9,137,654
Limited Partnership................................................................................................................................ 2,741,573

Cash and Cash Equivalents..................................................................................................... 6,955,127

TOTAL CASH AND INVESTMENTS.............................................................50,593,679

FINANCIALS

Fixed Maturity Securities
62.8%
Equities
23.5%
Cash and Cash Equivalents 13.7%
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Common Stock
Alternative Investments

76.9%
23.1%

CPPRRG (“The Company”) maintained its
footing in a very competitive market during
2017. By 2017 year end, total assets were
$54.4 million; a decrease of $3,468,241 from
the $57.9 million in assets at the end of 2016.
The Company’s value held steady in 2017 with
capital and surplus of $22.6 million, which was
$539,880 more than 2016. The medical professional liability insurance
marketplace continues to be very competitive, and the Company
continues to be well-positioned to succeed.
In 2017, the Company wrote approximately $12.0 million in gross
premiums, compared to $12.2 million in 2016. Premiums are earned
evenly over each policy period. The Company had net premiums earned
of $ 11.1 million in 2017, down from $12.2 million in 2016. The Company
had net income before policyholder dividends and federal income taxes
of $1.3 million in 2017. After accounting for dividends and income taxes
the Company’s net income was $672,283, compared to $855,644 in 2016.
CPPRRG’s investment portfolio performed well in 2017. The
investment committee works closely with our professional advisors to
ensure the portfolio is managed within clearly defined risk and asset
allocation guidelines. Our investments generated a net gain (net of
investment fees) of $2.6 million, compared to a net gain of $2.9 million in
2016. This net gain was achieved through interest and dividend income of
$1.1 million and net realized gains of $1.5 million. The variance from 2017
to 2016 is largely attributable to more gains from the sale of securities.
At the end of 2017, the Company’s investment portfolio was valued at
approximately $50.6 million and the investment returns continue to be a
significant contributor to the profitability of the Company.  

Municipal Securities
Corporate Debt Securities

42.5%
57.5%
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FINANCIAL OVERVIEW

AT DECEMBER 31

2017

2015

BALANCE SHEET
ASSETS

Investments

43,638,552

49,372,349

50,592,363

6,955,127

4,532,349

5,356,372

Accrued investment income

353,224

352,246

383,186

Premiums receivable

891,527

666,243

294,988

Cash and cash equivalents

The financial information provided in this report has been derived from our
financial statements audited by Johnson Lambert & Co., LLP. Our members may
obtain a complete set of audited financial statements and notes upon request.

2016

Receivables - capital contribution
MCARE due from policyholders

55,017

19,638

5,705

1,028,269

1,257,913

751,822

Deferred policy acquisition costs

157,311

141,348

170,650

Prepaid expenses

362,648

332,738

377,870

Deferred federal income tax
Total Assets

900,781

1,186,402

731,650

54,393,340

57,861,581

58,747,124

LIABILITIES AND POLICYHOLDER SURPLUS
Loss and loss adjustment expenses

20,795,311

25,160,242

25,980,713

Unearned premiums

4,717,576

4,416,124

5,057,196

Premiums received in advance

3,404,507

2,739,735

2,795,444

217,689

465,606

465,606

1,955,286

1,836,664

1,126,132

-

-

-

396,066

536,315

531,762

39,571

38,640

-

31,791,263

35,799,384

36,160,795

6,645,153

6,814,669

7,285,012

814,213

643,114

1,552,548

Policyholders’ dividends payable
Payable to MCARE
Losses payable
Accounts payable and accrued expenses
Federal income taxes payable
Total Liabilities
Policyholders’ Surplus
Contributed capital
Other comprehensive income
Retained earnings (loss)

15,142,711

14,604,414

13,748,769

Total Policyholders’ Surplus

22,602,077

22,062,197

22,586,329

Total Liabilities and Policyholders’ Surplus

54,393,340

57,861,581

58,747,124

STATEMENT OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)
REVENUES
Premiums earned
Net interest and dividend income
Net realized gains (loss) from investment
Total Revenues

11,110,564

12,226,243

12,417,733

1,118,248

1,122,529

1,202,052

1,503,346

1,753,751

1,132,895

13,732,158

15,102,523

14,752,680

8,570,355

9,735,484

7,966,753

580,434

628,125

621,852

1,594,101

1,682,527

1,691,775

EXPENSES
Loss and loss adjustment expenses
Policy acquisition and underwriting expense
Professional and management fees
General and administrative expenses
Total Expenses

1,708,511

1,392,810

1,199,398

12,720,441

14,111,977

12,615,996

339,434

134,901

401,966

Income Before Policyholder Dividends
Federal Income Tax
Policyholders’ Dividends

TOTAL
ASSETS

$54,393,340

TOTAL
POLICYHOLDER
SURPLUS

GROSS
WRITTEN
PREMIUM

NET
INCOME

$22,602,077

$12,022,904

$672,283

Income Before Federal Income Tax
Federal Income Tax Expense
Net Income (Loss)

673,031

1,136,218

990,546

2,136,684

339,434

134,901

401,966

672,283

855,645

1,734,718

672,283

855,645

1,734,718

37,113

(909,434)

(1,482,456)

709,396

(53,789)

252,262

NET INCOME AND OTHER COMPREHENSIVE INCOME (LOSS)
Net income (loss)
Other comprehensive income
Comprehensive Income
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267,040
1,011,717
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FINANCIAL POSITION AT
YEAR-END 2017
Assets

OPERATING RESULTS
AND FINANCIAL POSITION
In this section we review our 2017 operating results and our financial position at year-end 2017. In assessing our
results we apply several insurance industry ratios used to monitor the profitability and financial strength of property
and casualty insurers. In addition to utilizing financial reports and industry ratios, the Board of Directors relies
heavily on our actuaries, accountants, professional advisors and regulators to assist in monitoring our performance.

OPERATING RESULTS
Premiums
In 2017, we wrote approximately $12.0 million in gross
premiums, compared to $12.2 million in 2016.
Premiums are earned evenly over the policy period. The
Company had net premiums earned for the year of $11.1 million
in 2017 and $12.2 million in 2016.

Investment Income
We had net interest and dividend income of $1,118,248 million
in 2017, compared to $1,122,529 million in 2016. In 2017, we
experienced net realized gains from investments of $1,503,346
compared to a net realized gain of $1,753,751 in 2016.
Taking into consideration both net investment income and
realized investment gains, our investments generated a net
gain in 2017 of $2.6 million, compared to a net gain of $2.9
million in 2016.

Expenses
The Company has two main categories of expenses. Our largest
category of expenses is loss and loss adjusting expense. In
2017, we had loss and loss adjustment expense of $8.6 million,
compared to $9.7 million in 2016. This expense is comprised of
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estimates of the cost of resolving open claims, plus an actuarial
estimate for additional adverse development on such claims
and estimates of claims incurred but not yet reported (“IBNR”).
The Company’s other principal expenses are underwriting
expenses which consist of management fees, loss control and
event management fees, broker fees, and other miscellaneous
expenses. These expenses totaled $3.9 million in 2017 and $3.7
million in 2016. Many of these fees are based on a percentage
of gross written premiums.

Net Income
The Company had net income before policyholder dividends
and federal income taxes of $1,278,757. We issued $67,040
of policyholder dividends and we incurred $339,434 in federal
income taxes, resulting in net after tax income of $672,283.
After accounting for “Other Comprehensive (Loss) Income,”
which consists of adjustments for changes in the market value
of the Company’s investments, net of tax benefit or expense,
less adjustment for reclassification of realized losses or gains
in the Company’s investments, the Company’s Comprehensive
Income (Loss) in 2017 was $709,396, compared to ($53,789)
in 2016.

Total assets for the Company at December 31, 2017 were
$54.4 million, compared to $57.9 million at year-end 2016.
Approximately $50.6 million of our assets are held in investment
accounts ($43.6 million) and cash or cash equivalents
($7.0 million).

Liabilities
At year-end 2017, our total liabilities were $31.8 million,
compared to $36.0 million on December 31, 2016. Our principal
liabilities are reserves for loss and loss adjustment expenses of
$20.8 million and unearned premiums of $4.7 million.

Policyholders’ Surplus
Policyholders’ surplus represents the excess of the Company’s
assets over its total liabilities. In effect, it represents the
Company’s cushion for absorbing adverse operating results.
At December 31, 2017, our total policyholders’ surplus was
$22.6 million, an increase of $539,880 over 2016. At year
end, 29% of our policyholders’ surplus was attributable to the
capital contributed by our policyholders and 71% resulted from
retained earnings of the Company.

FINANCIAL RATIOS
There are a number of ratios commonly used to assess the
financial performance of property and casualty insurers. In
general, ratios can be used to measure the profitability, liquidity,
and balance sheet strength of a company. Certain profitability
ratios have been developed to measure the income and
expenses of an insurer in relationship to its earned premiums
in a given year. Our profitability ratios for 2017 are summarized
below:
Loss Ratio = insured loss ratio and loss adjustment expense/
earned premiums = 77.0%.
Current results are lower than the 80.0% ratio in 2016.
Expense Ratio = underwriting expense/earned premiums =
35.0%
Our Expense Ratio s higher that the 30.0% in 2016, but is mostly
a result of the lower earned premium.

Combined Ratio = Loss Ratio + Expense Ratio = 112%
The Combined Ratio is a measure of the overall results of the
Company’s underwriting operations. A Combined Ratio of less
than 100% indicates the insurer’s underwriting operations are
profitable, without reliance on investment income. In 2017, our
investment income allowed us to be profitable.

LIQUIDITY RATIOS
A Liquidity ratio measures the extent to which an insurer can
meet its financial obligations as they come due. The current
liquidity ratio is one commonly used liquidity ratio.
Current Liquidity Ratio = cash and unaffiliated invested
assets/net liabilities payable = 2.4
This is an indication that we have the ability to meet our financial
obligations.

LEVERAGE RATIOS
Leverage ratios measure the extent to which an insurer’s surplus
is being used to support the premiums it writes or the reserves
it maintains. If an insurer writes a large volume of premiums on
a small surplus base, or carries a large amount of loss reserves
on a small surplus base, it is said to be highly leveraged. A
highly leveraged insurer would have a relatively small surplus
base to withstand losses from adverse underwriting results or
other factors that would produce sustained losses.
Premium to Surplus Ratio = Net Written Premium/
Surplus = 0.5
Our Board of Directors has established an internal benchmark
of a maximum premium to surplus ratio of 1.5:1. Our current
surplus position of 0.5 is sufficient to support our current level
of premiums as well as additional growth.
Reserves to Surplus Ratio = loss and loss adjustment
expense reserves/surplus = 0.9
This ratio is an indication of our ability to withstand potential
adverse development of our Loss and Loss Adjustment Expense
reserves. The higher the multiple of loss reserve to surplus, the
more a company’s solvency is dependent upon having and
maintaining reserve adequacy. A common industry standard is
to maintain a Reserve to Surplus Ratio of less than 3:1. Our ratio
of 0.9 indicates we have adequate reserves to offset potential
adverse development of our liabilities.
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The business of insurance is strictly regulated. It is in the best interest of our
members that we be subjected to independent and comprehensive review. The
following summarizes the nature and scope of the applicable regulation and audit:

SOUTH CAROLINA DEPARTMENT OF INSURANCE

Approval of Rates and Forms

We are a licensed, mutual insurance company qualified as a risk
retention group under the Federal Liability Risk Retention Act of
1986. As such, we are subject to primary regulatory supervision
by the Department of Insurance in South Carolina, our state of
incorporation. In addition to ongoing oversight by the Department,
we are required to submit to examinations by South Carolina’s
Department of Insurance.

As a risk retention group, we are not required to obtain regulatory
approval of our rates and forms. However, the South Carolina
Department of Insurance requires that we submit a report from
the independent actuary regarding the adequacy of our rates.

Federal Preemption of State Regulation

The Federal Liability Risk Retention Act requires that we register
in each state in which we operate. The Commonwealth of
Pennsylvania has approved our operation as a risk retention
group in Pennsylvania.

Insurance has traditionally been an area regulated by the states,
and that regulation can be burdensome. However, in enacting
the Liability Risk Retention Act, Congress preempted most state
regulation of risk retention groups. The state of a risk retention
group’s incorporation retains the primary regulatory supervision
over the group, but under a regulatory process that does not
encompass certain cumbersome regulations and requirements.
This preemption of state regulation provided a particularly
effective way for the group to form and begin to insure its
members, and continues to benefit the group.
Financial Statements
We are required to file annual and quarterly financial statements
with the South Carolina and Pennsylvania Departments of
Insurance. These statements must be prepared on the standard
forms promulgated by the National Association of Insurance
Commissioners. We must also provide an annual statement of
opinion on loss and loss adjustment expense reserves made by
an actuary or a qualified loss reserve specialist. Additionally, we
are required to provide a yearly, independent third-party audit of
our financial statements.
Policyholder Dividends
The prior approval of the South Carolina Department of Insurance
is required before any policyholder dividend may be paid.

OTHER REGULATORY SUPERVISION
PENNSYLVANIA DEPARTMENT OF INSURANCE

Insurance Guaranty Associations
Most states require insurers to become members of insolvency
funds or associations. Members of these funds must contribute
to the payment of certain claims made against insolvent
insurers. Under the Liability Risk Retention Act, risk retention
groups are specifically exempted from participation in state
guaranty funds. This means we are not subject to participation in
the Pennsylvania Property and Casualty Insurance Guaranty
Association, the association that covers malpractice insurer
insolvencies in Pennsylvania. Therefore, we neither pay into, nor
receive any benefits from, the guaranty association.
Medical Malpractice Reports
As a medical professional liability insurer, we must report to
state regulatory agencies and the National Practitioner Data
Bank detailed information regarding settlements and judgments
against our insureds. This information could include payments;
claims closed without payments; and actions by the group such
as terminations or surcharges with respect to our members.
We may be subject to penalties if we fail to report to either the
appropriate state agency or the National Practitioner Data Bank.

Investments
Stable investment returns are an important component of the
operating results of any insurance company. We manage our
investment portfolio in accordance with South Carolina law which
sets various parameters to prevent the purchase of unsuitable
assets and to ensure the portfolio does not become overly
exposed to individual securities, issuers or risky asset classes.
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MEMBERSHIP GROWTH
Our strong market presence has transformed the medical professional liability market in Pennsylvania. Since
our formation in 2003, CPP has seen over 99% of the physicians with the opportunity to renew, continue with the
program. We are a leader in our market and continue to attract established physician practices to our program.
We possess the financial strength to pursue our strategy of controlled, steady growth.
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BOARD OF DIRECTORS
CHARLES R. MERSHON, MD
Cornerstone Family Health Associates
Family Medicine

C. RON DUNCAN, MD
Annapolis Radiology Associates
Radiology

President and Chairman of the Board
Executive Committee
Investment Committee
Underwriting Committee
Claims Committee

Chair, Quality Assurance Committee
Claims Committee
Underwriting Committee

THOMAS G. HELINEK, MD, PhD
West Reading Radiology Associates
Radiology

SCOTT R. MANN, MD
White Rose Family Practice
Family Medicine

LOUIS LA LUNA, MD
Digestive Disease Associates
Gastroenterology

Vice President of the Board
Executive Committee
Claims Committee

Underwriting Committee
Quality Assurance Committee

Quality Assurance Committee

WAYNE R. CONRAD, MD
Lancaster Orthopedic Group
Orthopedic Surgery

SUZETTE J. SONG, MD
OSS Health
Orthopedic Surgery

ADDITIONAL QUALITY ASSURANCE
COMMITTEE MEMBER

Secretary/Treasurer
Executive Committee
Claims Committee

Underwriting Committee
Investment Committee
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CHRISTIAN R. STORMER, CPA
Bauknight Pietras & Stormer, PA
Investment Committee
Underwriting Committee

ROBERT DELROSARIO, MD
Partners in Women’s Healthcare
Obstetrics and Gynecology
Quality Assurance Committee

BRYAN L. YINGLING, MD
Susquehanna Valley Women’s Health Care
Obstetrics and Gynecology
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STRATEGIC PARTNERS
Event Management / Defense / Risk Management / Legal
Saxton & Stump / saxtonstump.com
Claims Administration / Marketing & Policyholder Services / Underwriting
Murray Securus / murrayins.com
Captive Management
Advantage Insurance Management / aihusa.com
Actuarial
Deloitte Actuarial Services / deloitte.com
Auditing
Johnson Lambert & Co. / jlco.com
Investments
Merrill Lynch / ml.com
Clinical Best Practices, Patient Experience Surveying & Metrics
SE Healthcare / sehealthcaresolutions.com
Personal Wealth Management
The Abernathy Group II / abbygroup.com
Retirement Plan Solutions
Abundance Wealth Counselors / abundancellc.com

CORPORATE OFFICE
263 King Street, Suite C
Charleston, SC 29401

SALES & SERVICE
39 North Duke Street
P.O. Box 1728
Lancaster, PA 17608-1728
www.cpprrg.com

