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OVERVIEW 
 
Taylor-Walker Consulting, LLC was requested by the Nebraska Department of 
Insurance (Department) to perform an analysis of loss and loss adjustment 
expense (LAE) reserves and reserves for the free extended reporting 
endorsement related to death, disability, and retirement (DD&R) benefits for 
Nebraska’s medical malpractice Excess Liability Fund (Fund) as of December 
31, 2022.  Our analysis and results are summarized and explained in this report.  
All calculations are presented in the exhibits that accompany this report. 
 
 
CONDITIONS AND LIMITATIONS 
 
Our reserve estimates are based on generally accepted actuarial methods and 
include the use of such actuarial assumptions and calculations as we considered 
necessary.  Our estimates make no provision for the extraordinary future 
emergence of either new classes of losses or post-contractual expansions of 
policy coverage, nor for extraordinary development of reserves that may have 
been established specifically for these events.  Due to the variability inherent in 
the estimation procedure, actual loss results may vary, perhaps substantially, 
from those indicated in our analysis.  In addition, the experience considered in 
our analysis spans the duration of the COVID-19 pandemic.  Some lingering 
uncertainty still exists with regard to this situation, which in turn contributes 
additional uncertainty to our results. 
 
We accepted, without audit, the paid claims and case reserve data, as well as 
exposure data, provided by the Department.  However, we reviewed these data 
for reasonableness and consistency.  
 
 
DISTRIBUTION AND USE 
 
This report was prepared to support the actuarial items contained within the 
Annual Comprehensive Financial Report for the period ending December 31, 
2022.  It may also be used by state regulatory agencies in their evaluation of the 
reasonableness of the Fund’s reserves as of the same date.  The report should 
always be distributed in its entirety, and only with the permission of us and the 
Department.  We are available to respond to questions and comments relating to 
this report from any authorized party. 
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SUMMARY 
 
The estimates of reserves resulting from our analysis are displayed in the 
Summary exhibit accompanying this report. 
 
 
BACKGROUND 
 
The Nebraska Hospital-Medical Liability Act (Nebraska Revised Statutes § 44-
2801 to 44-2855) creates an Excess Liability Fund for qualifying health care 
providers and facilities.  Private insurers cover the first $500,000 of coverage per 
occurrence, and the Fund provides coverage above this level up to statutory 
limits.  For 2022, the statutory limit is $2,250,000.  Funding for the excess 
coverage comes from health care providers and facilities, who pay an annual 
surcharge as a percentage of premiums paid for qualifying private insurance.  
Most coverage is provided on a claims-made basis, with a small amount of 
occurrence and tail coverage as well.  Additionally, some of the Fund’s policies 
include a free extended reporting endorsement related to DD&R benefits. 
 
The Fund also writes a small amount of first-dollar coverage on an occurrence 
basis through its Residual Malpractice Insurance Authority.  These claims make 
up only a small portion of the Fund’s overall experience. 
 
Since 2016, the Fund has purchased reinsurance through Guy Carpenter to limit 
its exposure to claims arising from “common losses,” or those comprising 
numerous claims related to a single source or incident.  The Fund’s retention for 
common losses is $4.5 million per occurrence.  The Fund has yet to cede any 
claims experience under this agreement. 
 
 
ANALYSIS 
 
The attached exhibits display our calculations in detail.  Our analysis of the 
Fund’s reserves was conducted net of reinsurance on a calendar-year report-
year basis for excess claims made experience, and on a calendar-year accident-
year basis for the excess occurrence and residual authority experience.  
Specifically, the Fund’s excess claims-made experience was organized based on 
the year that the claim was reported to the Fund.  For any given claim, the report 
date associated with the underlying primary coverage is potentially earlier than 
this date. 
 
We utilized six standard actuarial methods to estimate ultimate losses and ALAE 
for the excess claims-made experience, excess occurrence experience, and 
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residual authority experience using data provided through December 31, 2022: 
paid, case, and reported development methods, an expected method, and paid 
and reported Bornhuetter-Ferguson (B-F) methods. 
 
We constructed historical paid and reported development triangles, organized by 
report year for the excess claims-made experience and by accident year for the 
excess occurrence and residual authority experience, to select development 
patterns to be used in the development and B-F methods.  The triangles were 
constructed on a net-of-reinsurance basis, though no losses or ALAE have been 
ceded to date.  In addition, due to the limited statistical credibility of the 
development patterns, we supplemented the historical triangles with industry 
indications of development. 
 
The expected method is iterative in nature, in that a loss ratio is selected based 
on the loss ratios implied by selected ultimate losses and ALAE.  The selected 
loss ratio is then applied to net earned premiums for each year to derive 
expected ultimate losses and ALAE.  We trended the historical loss ratios to be 
at a current level based on the trends indicated in the historical loss ratios.  The 
expected ultimate amounts were used as initial expected losses and ALAE in the 
B-F methods. 
 
Ultimate losses and ALAE for each segment were selected in consideration of 
the results of all six methods.  Loss and ALAE reserves for each segment were 
then derived by subtracting paid losses and ALAE from the selected ultimate 
amounts. 
 
In addition to these reserves, we also estimated pure IBNR reserves associated 
with the potential claims-made IBNR claims that have been reported to the 
underlying commercial carrier but have not yet been reported to the Fund as of 
the valuation date.  To estimate the pure IBNR associated with these claims, we 
assumed a three-month lag between when claims are reported to the primary 
carrier and when claims are reported to the Fund.  This assumption was 
necessarily judgmental as the date the claims are reported to the primary carrier 
are not reported to the Fund.  Ultimate incurred losses and ALAE for these three 
months were estimated based on our selected ultimate losses and ALAE for 
claims already reported to the Fund for the most recent five years. 
 
Reserves for tail policies issued by the Fund were estimated by first applying a 
judgmentally selected pure premium to the estimated number of issued tail 
policies during the Fund’s historical fiscal years to yield initial expected losses for 
each fiscal year.  We selected this pure premium amount based on the 
indications of ultimate loss and ALAE estimates derived in our analysis of claim-
made experience reported to the Fund.  We then multiplied initial expected 
losses and ALAE by the percentage of claims in each fiscal year expected to be 
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unreported as of December 31, 2022 to yield total reserves related to issued tail 
policies. 
 
We estimated reserves related to unallocated loss adjustment expenses (ULAE) 
using a standard paid-to-paid approach which assumes that one-half of claims 
administration costs are incurred when a claim is opened and that the remainder 
are incurred when a claim is closed.  We determined a ULAE ratio using 
historical ratios of calendar-year ULAE payments to loss and ALAE payments.  
This ratio was applied to one-half of total case and bulk loss and ALAE reserves 
and to all pure IBNR reserves to estimate total ULAE reserves.  Total estimated 
ULAE reserves were then added to our loss and ALAE reserve estimates to 
produce the overall estimate of loss and LAE reserves. 
 
We also estimated unearned premium reserves associated with DD&R policies 
yet to be issued by the Fund.  To calculate these reserves, we first multiplied a 
judgmentally selected pure premium amount by in-force provider counts to yield 
initial expected losses and ALAE by fiscal-accident year.  We then multiplied 
initial expected losses and ALAE by the percentage of claims expected to be 
reported under a DD&R policy for each year to yield the estimate of DD&R 
unearned premiums. 
 
We note that our reserve estimates for issued tail policies and yet to be issued 
DD&R policies was based on the approach described in "Reserving for Extended 
Reporting Endorsements Coverage, Including the Death, Disability, and 
Retirement Policy Provision," Casualty Actuarial Society E-Forum, Fall 2010. 
 
 
PROFESSIONAL QUALIFICATIONS AND CONCLUSION 
 
We, Brent M. Sallay, FCAS, MAAA and Solomon L. Frazier, FCAS, FSA, MAAA, 
are Senior Consulting Actuaries with Taylor-Walker Consulting, LLC.  We both 
meet the qualification standards of the American Academy of Actuaries to render 
actuarial communications, including the basic and continuing education 
requirements. 
 
The attached exhibits provide additional detailed support of the actuarial analysis 
and results.  We are available to answer any questions regarding the analysis 
and underlying assumptions. 
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