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CONSERVATIVE MANAGEMENT ENSURES FISCAL STABILITY, MARKET STRENGTH

A Conservative Approach in a Volatile Market

Historically, Medical Mutual has taken a conservative
approach in its operational management.  In assessing and
responding to evolving market conditions, the Company
has consistently adopted a studied approach, always
seeking to protect the best interests of its insureds through
selective underwriting practices, proactive risk reduction
programs and astute claims management.

A. M. Best Assigns Medical Mutual A- (“Excellent”)

Rating for 10th Consecutive Year...Cites Stable Outlook

Throughout 2002, in a volatile market marked by the
withdrawal of Saint Paul Fire & Marine from its medical
professional liability line of coverage, the fiscal failure of
PHICO and numerous A.M. Best ratings downgrades
nationwide, Medical Mutual retained its Best A- rating
(“Excellent”) for the tenth consecutive year.

In its notification to the Company, A. M. Best stated
that “The rating reflects MMIC’s superior capitalization,
high policyholder retention rate and proactive operating
strategy in providing professional liability insurance to
physicians and hospitals in Maine, New Hampshire and
Vermont.”  Best’s
Rating Rationale
statement to Medical
Mutual went on to note,
“The rating also
recognizes the actions
taken to restore operat-
ing profitability, as we
have seen in 2002,
through continued
premium rate increases
(and) scheduled credit
and discount decreases.”

Assessing the
Company’s administra-
tive philosophy, the
Best narrative adds, “As
a conservatively
managed company that maintains superior capitalization
and a leadership position within the Maine medical
professional liability market, A.M. Best expects continued
improvement in operating results and that financial
strength will be sustained.  Accordingly, A.M. Best views
the rating outlook as stable.”

MMIC Elects to Absorb $500,000 in State

Guaranty Fund Assessments for its Insureds

Pursuant to the 2002 liquidation of PHICO, insurers in
the states where the Pennsylvania-based company  wrote
business were assessed by the Guaranty Funds of those
respective states.

Intended to provide a
mechanism for the prompt
payment of covered claims of
an insolvent insurer so that
catastrophic financial loss to
certain claimants and policy-
holders may be avoided,
guaranty associations make
assessments to obtain funds to
pay claims after an insolvency
occurs.  Guaranty association
member insurers are assessed
based upon their proportionate
share of premiums written on
covered lines of business in
each state.

 Because Medical Mutual is legally
required to participate in the guaranty
funds of the three states in which it is
licensed to write insurance, the Com-
pany was assessed an aggregate of more
than $500,000 by the Guaranty Funds of
Maine, New Hampshire and Vermont.

Medical Mutual’s Board elected to
absorb the half-million dollar assessment
associated with the PHICO failure
predicated on the firm belief that its
insureds should not be penalized for the
poor business decisions of a failed
competing insurance carrier.

It is critical for medical profession-
als to understand that only admitted
(licensed) insurance carriers offer
Guaranty Fund protection to their

insureds, should they ever fail financially.  Risk retention
groups and other non-admitted insurers ultimately place
the burden of their own financial solvency on their
insureds who, in the instance of fiscal failure, can be
personally assessed for their insurer’s fiscal
irresponsibility.

Yet the protection offered by the Guaranty Funds is
limited, being capped at just $300,000 per claim.  In
addition, notification of a claim must be made within a
very abbreviated window.  Tail coverage disappears, while
prior acts coverage with a subsequent carrier can be

extremely difficult to purchase.

Nationally, Insurers Retreat to

Core Markets...

Against the backdrop of recent and
numerous medical malpractice carrier
downgrades, and under pressure to trim
back premium volume, many insurers
have retreated to their “core” geo-
graphic markets in an attempt to adjust
their premium-to-surplus ratio.  This
market withdrawal has created an
inevitable void in coverage availability,
leaving states like Nevada, West
Virginia, Kentucky, Arkansas and
Florida in a medmal provider crisis.

MMIC Remains Focused on Northern New England’s

Health Care Community

MMIC has never had to adjust its market focus or
reconfigure its service area due to excessive or unplanned
growth.  With a premium-to-surplus-ratio which has
historically remained well within industry guidelines,
Medical Mutual has adequate capacity to serve new
clients.  Indeed, since its founding, the Company has paid
back approximately $20,000,000 in combined subordi-
nated debt and dividends to its insureds.

Today, working in close association, Medical Mutual’s
physician leaders and insurance industry professionals
remain committed to maintaining premium levels which
realistically enable the Company to sustain its fiscal
stability.  The Company’s commitment to the tri-state
market it knows so well is likewise evidenced by its
Mission-driven determination to provide superlative risk
reduction programs to assist its insureds as they provide
the highest possible quality patient care.

With its focus set on serving northern New England’s
health care professionals for years to come, Medical
Mutual has clearly earned its “stable outlook” forecast.
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PERMIT NO. 7

Medical Mutual’s 2002 Annual Report features the work of native Maine artist, Jon Legere.
The body of Jon’s work reflects a strong bond with the Maine communities he loved and understood so intimately.

Born in Portland in 1944, Jon began painting at the age of eleven,
selling his work internationally until his untimely death in 1996.

He attended the Portland School of Fine and Applied Art and the Art Students League of New York.
When he was only eighteen, Jon’s first one-man exhibition at Lehigh University was a first day sell-out.

Jon Legere’s work has been included in many notable collections worldwide.

Through the generosity of Jon’s widow, Beverly, proprietor of Beverly Fine Arts (Cape Elizabeth, Maine),
we have been able to share Jon’s vision of daily life in Maine.

 In an interview shortly before his death, Jon spoke of the subjects in his paintings...

“These were the symbols we passed by while growing up, out of the corners of our eyes.  They went out with us on dates.

They share a secret handshake with our eyes.”

Jon Legere
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