DEPARTMENT OF INSURANCE, FINANCIAL
INSTITUTIONS AND PROFESSIONAL REGISTRATION

P.O. Box 680, Jefferson City, Mo. 65102-0690

RE: Examination Report of Intermed Insurance Company
ORDER

After full consideration and review of the report of the financial examination of Intermed
Insurance Company for the period ended December 31, 2009, together with any written
submissions or rebuttals and any relevant portions of the examiner’s workpapers, I, John M.
Huff, Director, Missouri Department of Insurance, Financial Institutions and Professional
Registration pursuant to section 374.205.3(3)(a), RSMo., adopt such report. After my
consideration and review of such report, workpapers, and written submissions or rebuttals, the
findings and conclusions of the examination report are incorporated by reference and deemed to
be my findings and conclusions to accompany this order pursuant to section 374.205.3(4),
RSMo.

Based on such findings and conclusions, I hereby ORDER, Intermed Insurance Company to take
the following action or actions, which I consider necessary to cure any violation of law,
regulation or prior order of the Director revealed by such report: (1) implement, and verify
compliance with each item, if any, mentioned in the Comments on Financial Statement Items
and/or Summary of Recommendations section of such report; (2) account for its financial
condition and affairs in a manner consistent with the Director’s findings and conclusions.

So ordered, signed and official seal affixed this 19" day of May, 2011.
EE ;
John M. Huff, Director

Department of Insurance, Financial Institutions
and Professional Registration
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March 3, 2011
Saint Louis, MO

Honorable Joseph Torti III, Superintendent

Division of Insurance Regulation

State of Rhode Island

Chair of the NAIC Financial Condition (E) Committee

Honorable Stephen Robertson, Commissioner
Department of Insurance

State of Indiana

Secretary, Midwestern Zone, NAIC

Honorable John M. Huff, Director

Missouri Department of Insurance, Financial Institutions
and Professional Registration

301 West High Street, Room 530

Jefferson City, MO 65101

Gentlemen:

In accordance with your financial examination warrant, a comprehensive financial examination
has been made of the records, affairs and financial condition of

Intermed Insurance Company

also referred to as “Intermed” or the “Company.” The examination was conducted at the
Company’s home office at 909 East Republic Road, Suite G-100, Springfield, MO 65807,
telephone number (417) 889-1010. This examination began on November 29, 2010 and
concluded on the above date.

SCOPE OF EXAMINATION

Period Covered
The previous examination of the Company was performed as of December 31, 2006. That
examination was conducted by examiners from the state of Missouri.

The current examination covers the period from January 1, 2007 through December 31, 2009.
The examination was conducted by examiners from the state of Missouri representing the
Midwestern Zone of the National Association of Insurance Commissioners (NAIC). No other
zones participated in this examination. This examination also included material transactions or
events occurring after December 31, 2009.

Procedures

We conducted the current examination in accordance with the NAIC Financial Condition
Examiners Handbook (Handbook) except where practices, procedures and applicable regulations
of the Missouri Department of Insurance, Financial Institutions and Professional Registration

]




(Department) or statutes of the state of Missouri prevailed. The Handbook requires that we plan
and perform the examination to evaluate the financial condition and to identify prospective risks
of the Company. This process involves obtaining information about the Company, including its
corporate governance, identifying and assessing inherent risks within the Company, and
evaluating the system controls and procedures used by the Company to mitigate those risks. The
examination also includes assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation, including
compliance with Statutory Accounting Principles and Annual Statement Instructions.

All accounts and activities of the Company were considered in accordance with the risk-focused
examination process. We identified the following key activities: Investments, Treasury,
Premiums and Underwriting, Losses, and Intercompany.

The Company’s independent auditor, PricewaterhouseCoopers LLP, provided information and
workpapers from their 2009 audit. We relied upon work performed by the independent auditor,

including fraud risk analysis, internal control narratives, walk-throughs and tests of controls,
when appropriate.

SUMMARY OF SIGNIFICANT FINDINGS
The three comments from the previous examination report were appropriately addressed.
SUBSEQUENT EVENTS

There were no events occurring subsequent to year-end, through the end of field work, that had a
material effect upon the year-end financial statements.

In June 2010, the Company merged with Interlex Insurance Company, a subsidiary. The
Company remained as the surviving entity. The Department approved the merger on June 10,
2010 with an effective date on or before June 30, 2010.

Also in June 2010, the Company paid a $6 million ordinary dividend to its sole shareholder, The
Tenere Group, Inc. Department approval was not required. In December 2010, the Department
approved the Company’s request to pay an extraordinary dividend in the amount of $10 million
to the Company’s sole shareholder.

COMPANY HISTORY

General

Intermed Insurance Company, f/k/a Risk Control Associates, Inc., was formed on November 16,
1976 as an assessable malpractice insurance company under the provisions of RSMo Chapter
383 (Malpractice insurance). In 1991, the Company reorganized under RSMo Chapter 379
(Insurance Other than Life) as a non-assessable mutual property and casualty company and
changed its name to RCA Mutual Insurance Company.

RCA Mutual Insurance Company demutualized and reorganized as a stock property and casualty
insurance company known as Intermed Insurance Company on April 27, 1995. On that same




day, Intermed became a wholly-owned subsidiary of The Tenere Group, Inc., an insurance
holding company organized under the laws of the state of Missouri.

On March 17, 1999, Florida Physicians Insurance Company, Inc., a Florida-domiciled insurer,
acquired all of the outstanding common stock of The Tenere Group, Inc. FPIC Insurance Group,
Inc., the parent of Florida Physicians Insurance Company, Inc., became the ultimate parent of
Intermed. In 2001, Florida Physicians Insurance Company, Inc. changed its name to First
Professionals Insurance Company, Inc.

Capital Stock

The Company is authorized to issue up to eight hundred thousand (800,000) shares of $1.50 par
value common stock. At December 31, 2009, all 800,000 shares were issued and outstanding for
a balance of $1.2 million in the Company’s common capital stock account.

Dividends

The Company paid an ordinary dividend of $5.8 million in June 2009. No other dividends were
paid during the current examination period.

CORPORATE RECORDS

The Company’s articles of incorporation and bylaws were reviewed. The Company’s articles of
incorporation were amended in 2008 to correct the name and address of the Company’s
registered agent.

The minutes of the shareholder meetings and the Board of Directors meetings were reviewed.
The minutes appeared to properly support and document the major transactions and events
occurring during the examination period.

The Company requires its directors and officers to complete conflict-of-interest disclosure
statements annually. The disclosure statements for the examination period were reviewed. No
material or significant conflicts were noted.

MANAGEMENT AND CONTROL

At year-end 2009, the Company’s board consisted of the following members:




Director Address Affiliation

Baker, Gary St. Louis, MO Oral Surgeon
Southwest Oral Surgery, Inc.
Divita, Charles Jacksonville, FI.  Chief Financial Officer

FPIC Insurance Group, Inc.
Hoeman, Michael Springfield, MO  Physician

Diagnostic Clinic PC
McCorcle, Marcus  Springfield, MO  Physician

Primrose OB-GYN PC

Pippin, Samuel Springfield, MO  Vice-President Accounting and Finance
Intermed Insurance Co.
Sicilian, Louis Jacksonville, FL.  Senior Vice-President and Treasurer
First Professionals Insurance Company, Inc.
Stark, Cynthia Springfield, MO  Vice-President Claims
Intermed Insurance Co.
‘White, Robert Jacksonville, FL.  President

First Professionals Insurance Company, Inc.
Wortelboer, Robert  Jacksonville, F.  General Counsel, Vice-President & Secretary
First Professionals Insurance Company, Inc.

At year-end 2009, the Company’s officers consisted of the following:

Name Office

Robert White President

Louss Sicilian Treasurer

Robert Wortelboer Secretary

Charles Divita Vice-President
Samuel Pippin Assistant Treasurer
Peggy Parks Assistant Secretary
Julie Wolfe Assistant Secretary

The Company is a member of an Insurance Holding Company system as defined by RSMo
Chapter 382. The Company’s immediate parent is The Tenere Group, Inc. (MO). The
Company’s ultimate parent is FPIC Insurance Group, Inc. (FL). The chart below depicts the
members of the holding company group.




ORGANIZATIONAL CHART

FPIC Insurance Group, Inc.
(FIG)
(FL)

FPIC Insurance Agency, Inc.
(FL)

First Professionals
Insurance Company, Inc.

Anesthesiologists
Professional Assurance Co.

(FPIC) (APAQ)
(FL) (FL)
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| |
The Tenere Group, Inc. Advocate, MD Financial
(MO) Group Inc.
(NV)
Advocate, MD Advocate Insurance
Intermed Insurance Co. Insurance of the Services, Inc.
(MO) Southwest (TX)
(TX)
Interlex Insurance Co. Trout Insurance
(MO) Services, Inc.
(MO)
Insurance Services, Inc.
(MO) =
AFFILIATED TRANSACTIONS

At year-end 2009, the Company was party to the following intercompany agreements.

Management Agreement

Parties:

Effective:

Terms:

Intermed, Interlex Insurance Company, The Tenere Group, Inc. and
Insurance Services, Inc.

August 19, 1998, approved by MODIFP October 14, 1998

Amended January 1, 2005, approved by MODIFP July 5, 2005

Insurance Services, Inc. provides management services to the other parties
to the agreement. Costs are classified as identifiable or unidentifiable.
Identifiable costs are paid when incurred; unidentifiable costs are paid
quarterly. Intermed pays all expenses to Insurance Services, Inc. and is
reimbursed quarterly by The Tenere Group, Inc. and Interlex Insurance




Rate(s):

Company. Reimbursements are made within 90 days of the end of each
calendar quarter.

Unidentifiable costs are allocated to Intermed and Interlex Insurance

Company based on each participant’s proportion of direct written
premium.

Expense Allocation Agreement

Parties:

Effective:

Terms:

Rate(s):

Intermed, Interlex Insurance Company, The Tenere Group, Inc.,

Insurance Services, Inc., Trout Insurance Services, Inc. and FPIC
Insurance Group, Inc.

January 1, 2006, approved by MODIFP August 2, 2006

FPIC Insurance Group, Inc. pays for services provided to its above named
subsidiaries by outside vendors. Allocation of expenses is settled on a
quarterly basis.

Identifiable costs are paid by the subsidiary incurring the cost.
Unidentifiable costs are allocated to the subsidiaries benefiting from such
expenditures on a fair and reasonable basis.

Tax Allocation Aereement

Parties:

Effective:

Terms:

Rate(s):

FPIC Insurance Group, Inc. and its subsidiaries: First Professionals
Insurance Company, Inc.; Anesthesiologists’ Professional Assurance
Company, Inc.; Intermed; Interlex Insurance Company; The Tenere
Group, Inc.; Insurance Services, Inc.; and Trout Insurance Services, Inc.

December 15, 1998, approved by MODIFP December 10, 1998
Amended June 1, 2005, approved by MODIFP June 16, 2005

FPIC Insurance Group, Inc. files a consolidated federal income tax return
on behalf of itself and its above named subsidiaries. Intercompany
balances are settled quarterly.

Allocation is made on a separate return basis.

Reinsurance Trust Agreement

Parties:

Effective:

Intermed (Grantor), First Professionals Insurance Company, Inc.

(Beneficiary) and Brown Brothers Harriman Trust Company, LLC
(Trustee)

December 29, 1999 (no approval required)
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