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non-recurring since once the policy is developed there is little need

to change it until the benefit or eligibility provisions might be
changed, 4 copy of this master contract will be filed with the two
State Insurance departments thet reyuire it. They are Illinois and
New York,

The insurance certificates to be developed are the formal docu-
ments given to the insured employees as evidence that they do have
certain protection against certain specific hazards, Although certi-
ficates of this kind are rgrely read by the smployee group because
of the diffieulty in understanding the legal language, they are the
basis on which the employse may protest any unfairmess that he feels
he may have received under the program, In addition the certificates
are legal contracts between the company and the employee so that he
can use the wording in it as the basis for & lawsuit in the event he
may not be treated fairly, Should there be any problems in developing
the wording in the certificate, there are law firms available that have
experience in this kind of work and will be glad to prepare the proper
wording for a fee,

In connection with this certificate, it is interesting tc note
that it is treasured by the employee group although they may not under-
stand its wording to any extent,

LAWSUIT PROBLIMS

This area is ooncermed with the questioneble claim that is turned
down for payment either becsuse of ineligibility or some other factor
which prevents the claim from being pald. Assuming that the size of
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the claim was large enough there would be a good chance that the dise
traught employee or former employee might seek legal assistance in
obtaining payment, This would be especially true if he did not agree
with the decision of those administering the program, Under the insured
program the insurance carrier would step in as a buffer between the
employee and the company. 48 a result the employee would find it
necessary to bring suit against the carrier who would then be in the
position of defending himself ageinst the suit. Hence Company X would
be kept out of the matter and from a community relations point of view
might find this to their advantage, Here is one of the areas in which
there is no substitute in the self-insured program. This is true since
there is no intermediary so that it is necessary that Company X defend
itself against the suit, Ais a result 1’@ is possible that unfavorable
pablicity eould result and the Compeany might. be given the reputation
of trying to avoid payment of certain clsims, This could be very
costly from the point of view of employee relations.

Conversely, however, if the self-insured program is adninistered
a8 fairly ae possible and the basic master policy and certificates have
been properly written, the probability of any lawsuits ccourring is very
remote, Generally speaking this type of problem 1s meore prevalent in
either 1ife insurance or accidental death programs where the benefits
involved are much larger, There is a possibility of it occurring in
the conventional health and welfare program, especially if the illness
mvelvog was a lengihy one resulting in very siszable axpehsea and
there was disagresment as to benefits under the plan, During the past

ten years Company X has never been faced with such a suit, On the
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other hand, since the present level of benefits has bsen in effect
less than two years, perhaps this is not & long enough period to be
certain of the probability of such lawsuits occurring.
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CHAPTER ¥
SUMMARY , RECOMMENDATIONS, AND CONCLUSIONS
SUGART

A review of the self-insured plan and the insured plan for Company
X establishes many factors vhich must be considered in making & decision
for the problem under study.

During 1958 a total of §127,500 was retained by the insurence
carrier for administrative, legal, and reserve requirements. This was
trus even though Company X was responeible for most of the administrative
details of the progrem,

Could Company X have performed the duties now assumed by the carrier
at & cost of substantially lees than $127,500 in 19587 In the years
following 1958 could Company X selfeinsure its program at an anmual cost
of less than §50,0007 It should be emphasized again that the cost for
1958 was not typical of what might beo econsidered the cost for a normal
insurance year., This was largely due to the fact that benefits were
changed substantially in 1958 which required an unusually large conirie
bution to the Reserve for Outstanding and Unreported Claims, A normal
coentribution to the Reserve would be less than $10,000 per year as com-
pared to the $62,000 contributed for 1958. This Reserve was established
by the carrier to pey the outstanding and unreported claims as of & given
date,

In the self-insured plan this liabllity weuld still be in evidence,
Should Company X adopt and later terminate ita self-insured plan, it
would have a direct financial obligstion to pay all valid outstanding and
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unreported claims. Although this liability would exist, an actual cash
reserve would not be set up by Company X. This would be true as long as
the Company is in & sound financial condition, with adequate cash to meet
this obligation. This liability should be noted on the Company's balance
sheet at the end of the year. It will tend to be about the same dollar
anount from year to year unless the benefits are liberalised, there is an
increase in the mumber of insured employees, or the present inflationary
trend continues in medical expenses. As 8 result, the payment of $62,000
in 1958 to the reserve, because of more liberal benefits would not have
been made in the self-insured program, Hence this smount would have been
avallable for other uses,

Next, attention should be given to the retention by the carrier of
$65,500 for 1958, Undoubtedly some of this expense would have to be
continued whether the program was insured or not, but just how much could
be saved? There are four basic items that make up the carrier's reten~
tion, First of all is the broker's cormission of $6,000 (on a ten year
average basis or §18,000 for 1958 only). This expense would not be
found in the self-insured progrem, Next, & self-insured program would
result in a saving of $17,500 in state premivm taxes which were paid in
1958 by the carrier on this business. Presently self-insured plans are
not subject to this tax, although there is an excellent possibility that
they say be in the near future. Contribution to Surplus of approximately
$18,000 is the actual profit for the carrier, This amount could be
saved since there would be no eguivalent expense in the sslf-insured
program,
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Last tut not least, there is the carrier's retention of §12,000 for
asquisition costs and contribution to the Contingency Reserve. The
following expenses were inourred in 1958 urder the insured program, and
also shown are estimated expenses for 1959.

TABLE &
ESTIMATED SAVINGS UNDER SELP-INSURANCE
Expense Of Insured Plan 1958 1959
Reserve for Qutstanding and Unreported
Clains $62,000 $§ -
Broker's Commission 18,000 5,000
Contribution to Surplus 18,000 18,000
Acquisition Costs and Contingenay Reserve 12,000 12,000
Premiua Taxes 272500 17,500
Total Retention and Reserves $1.27,500 %52,'500
Less Estimated Expenses if Self«Insured 20,000 30,000
Net Lstimated Savings Before
Reserve Allocation $107,500 $42,500

Under the selfeinsured program thers would be certain immediate exe
penses to be considered. Typical Wamﬁdhtwﬁmnw&maata
benefit comsultant, printing of booklets and certificates, and legal ade
vics when meeting state insurance department requirements throughout the
oountry. The first year cost for these items is estimated not to axceed
$20,000 and in subssquent years no more than $10,000 annually. These
figures are based on using the services of a benefit consultant the first
year for aid in filing with state insurance departments and giving other
nesded legal assistance, Also, he would review the terminclogy to be used
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by Company X in its certificates, It is estimated this service would
cost about §7,500 the first year, Thereafter the foe would be consider-
ably less, unless actuarial information might be needed on ceocasion,

The consultant's amnual fee after the first year should not ve more than
£2,500, MNext, there would be an anmual charge for auditing of the self-
insured progrem, It would be expected that $2,500 would be the maximum
charge the {irst year by the outside public secounting firm retained for
~this purpose, After the first year, $2,000 should be adequate to cover
21l expenses in comnection with the required audit procedures,

The expense of the self-insured plan for 1958 should include
§7,500 for the printing of employes booklets, certificates, and claim
forme. Most of this expense would not recur annually. As a result, after
the first year the expense in this area should be well under the $3,000
apportioned for this item, mrmm&,mmxmmmmm
years would be available for contingencies such as unexpected legal or
actuarial expense, Following is an itemisation of the expscted expense
of the self-insured progrem at Company X in 1958, and also in 1959, &
more typical year,

TAHLE 5
ESTIMATE OF SELF-INSURANCE EXPENSE
a8 239
Consultant Fee $ 7,500 $ 2,500
Auditing Fee 2,500 24000
Commmnication Material 7,500 3,000
Miscellaneous 22500 22500

Total $20,000 $10,000
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In addition there would be another important cost in the selfe
inmured plan as an offeet against the origimal $127,500 expense of the
carrier for 1958. The question of the Contingency Reserve must be
settled, Should there be such a reserve? If so, how much? Vhat are
the minimum immediste requirements? The company might consider Stop
loss Insurance to cover extraordinary losses, 1f S5top lLoss Insurance
is to be used, what is the premium per ysar for the coversge? A de-
~cision in this area is necessary if a true comparison is to be made of
the insured versus the self-insared plan,

The next conasideration relates to the administrative problems to
be met? As far as the actual processing and payment of claims, the pro-
cedure would be mmch the same as is now used by the company wier the
self-claims administration program so there should be no problem in this
area. The preparation of certificates and employee booklets should be
relatively easy. The same type of communication program was needed in
developing a pension plan for employees in Company X and in that situa-
tion the company developed the material very effectively,

Campany X might have more success in hardiling the excessive charge
problem than the insurance company itself, The reason for this is that
in either circumstance scmeone will have to econtact the physician or |
surgeon to determine in detail the circumstances, This would be neces-
sary so that a final decision can be made as to whether or not the
charge could be considered as excessive, Since most physicians would
be centrally located in the area of the main plant, it is possible that
the simple act of the company investigating the fee charged might in
itself tend to deter the physician from using excesaive fees in the
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future. This could be trus since his local reputation might be harmed
if it became known that his fees were excesaive, However, the carrier
would definitely be in a better position to contact physicians located
awey from the vieinity of the home plant.

Internal control ares presents no problem since the necessary
chacks can be made by the internal audii group within the company or
the public accounting firm that audits the company's records.

~ Perhaps one of the major issues in the self-insurance question
concerns employes acceptance of the program., Fortunately in Company X
enployer-employes relations are very goed., Since the employse group
has a basic faith in the management of the company, there is no resson
to belisve that they will not accept a self-insured program.

An occasiomsl problem might ariss in connection with & specific
c¢laim which is submitted by an employee and, for one reason or another,
is declined payment. There may be a tendency for the suployes to hold
some malice toward Company X under a self-insured program rather than
toward the insuwrance carrier if the plan was insured. However, cone
sidering the few times that this kind of problem arises, especially if
Company X administers the plan in a fair and equitable manner, the odds
will be reduced comsiderably that such claims will eause too great a
problem,

Last, but certainly not least, are the legal requiruments which
mist be considered. The writer has found this ares difficult to pursue,
since it varies by state and is a highly specialized field., Certainly
it can be answered best by specisliste in the legal profession. There
is very little written in this area, MNost authors do emphasige that a
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careful investigation should be made of the legal considerations of a
self-insured program, Hased on the information which was available howe
ever, there appeared to be no stumbling block either as to cost or legal
requirements for adopting a self~insured health care program.

The major benafits of the self-insured program have been sumsarized
above. Now the major advantages of retaining the insured plan will be
reviswed,

First is the peace of mind that the group has when the large re-
serves of the carrier are bshind the eompany when satastrophe strikes.
Certainly Company X is not in a position to establish the financial
reserves that are available under the insured program,

Secondly the carrier offers the various services through the
specialists it employs without any additional cost to the insured.
Apsistance is available in preparing employee booklets, certificates,
circulars, and other means of comminicating the program to employees,
There is no additional cost for actuarial service performed. Projected
coste of mmmmmmmaman@mmoxm carrier's
service based on ite nation.wide claims sperience.

Assistance in claims administration is an important advantage of
the insured plan. Advice of expert claim representatives is available
when necessary in ssttling claims problems, Unhappy claimants look to
the carrier as the cniprit in the case. This protection is important
when distraught physicians are unhappy with a particular coverage or
claim with which one of their patients is concerned,

Kation-wide claims investigating services as provided by a large
carrier can be a real asset wheon the insured group is located throughout
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the United States and Canada, The personal contact of a trained clalms.
man can be mich more beneficisl in settling claims problems than by
writing letters which might be necessary under the self-insured program,

Excessive fees charged by physicians is another service in which
the carrier can protect the insured company from continued abuse by
bringing pressure on the practitioner involved. The carrier would
assume full respensibility when dealing with a physiclan sc that Company
X would not becoms involved,

lLast but not least is the legal ald under the group insurance
progran, Defense under claim Jaw suits, awsreness of state insurance
statuts requirements, interpretation of federal laws pertaining to grouwp
insurence, ways of providing coverage for employees in Canada are all
areas the insured must handle under the self-insured plan. 7The insurance
carrier, because of its broader experience is aware of these technmical
problems and how they can be met most efficlently.

These aresas are the major ones in which the insurance carrier can
perform & dafinite service, The basic questions as to which plan Company
X should use resolves itself to the answers for the following questions.
Are the services performed Ly the carrier worth $65,500 to Company X in
19587 Could the program have been aduinistered as effectively by Company
X and result in oonaiderable savings? Would the insured have had to make
the $62,000 contribution to the Company's own reserve accounts as the
carrier did?

In reviewing the pros and cons of these important questions it is
the author's opinion that Company X should adopt self-insurance, There



are a mmber of reasons why this decision has been made,

If clajm experience in any particular year is poor so that it i»
necessary for the carrier to draw upon the lnsured's Contingency Reserve,
then the premium for the bllowing year will be raised so that the carrier
can recoup the additional expense of the previocus year, If under the
mdmmmwaummus, plus maintaining adequate
reserves with the carrier, why can't the Company do this for itself if
all other factors are favorable?

The second reason for favering self-insurance for Company X is
because the size of the insured group is large encugh to reduce to ale
most serc the poasibility of a catastrophic year which could easily affect
a small group because of the lack of numbers,t This is especially true
sinoce the kind of inmurance in question is for nonwoccupational ilinesses
and injuries only,

Third, the carrier is receiving funds for which there is z very
understandable purpose, but it is questionable from the point of view
of Company X whether the contribution will ever bensfit the insured
company iteelf., Specifically reference is made to the Contingency
Reserve contribution. In the 22 year history of the group health care
insurance program at Company X, thers has never been & need for the
Contingency Reserve since its clalm experience has not been excessive
in terms of the premiums paid, In addition, sssuming that Company X
was to retain its insured program, there would appear tc be little doubt
that this would be done with the same insurance carrier since the

3nterview with Roger Patriak, Actuary, Edwin Shields Hewitt
and Associates, March 16, 1960
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nscessary reserves have alresady been established, If it was to change
insurance carriers it would be necessary to bulld these reserves up
again, If the same carrier is retained on an expected permanent bsais
then the contribution of over $200,000° made to the Reserve for Oute
standing Claims will always remein in the carrier's posssssion, This
would be true, of course, only in the event that the oontract was
never terminated and Company X's life was infinite in length. However,
if the company was to self-insure then the carrier would use a substane.
tial portion of this reserve to pay outstanding and unreported claime
that would be received after the official termination of the insured
contract,

The fourth reason the writer favors self-insurance in Company X'e
situation is the financial savings that could have taken place had selfe
insurance been in effect in 1958, Company X could have saved as much as
$107,500, depending on whether or not it slected to set up a Contingency
Resorve, For exampls, if no reserve was to be established under the self.
insured plan, the savings in 1958 would have been the carrier's retention
and reserves ($127,500) less the expected additional ocost of administering
the self-insured program ($20,000). Obviously this difference of $107,500
would be the maximum savings for 1958, It should be smphasised again that
1958 was not & typieal cost year for the insured program for two reasonsj
first the liberaliszation in benefits necessitating additionsl reserves.
Secondly the change in claims procedurs midway in the year which directly
affected the retention by the carrier for that year, In future years the

%hmmmtmmm&mmramaxmaﬁm
the growth in benefits, medical costs and number of employees,
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 carvier estimates its retention will be about $52,500 annually aseuming
no increase in the number of insured amployees, bensfit levels, or claim
losses. In future years then, it is this $52,500 figure that should be
used in estimating any proposed savings in the self-insured over the
insured program., After 1958, assuming no contribution to a contingency
reserve, the sxpected additional cost to Company X by self-insuring would
be $10,000 which would be comparable to the $52,500 retention charge by
the carrier. As a result the maximwm savings per year to Company X would
be no more than §42,500 and could be less if any contribution to reserves
was nseded or if Stop Less Insurance was purchased each year, If Company
X elscted to sstablish a Contingency Ressrve over a two or three year
periad of approximately 5% of projected claim experience, a total of
$50,000, obviously this contribution would reduce the savings for those
years. Naturally this reserve could be invested so that the interest
incoms would either increase the amount of the reserve or be used to
reduce the amnual contribution for losses.

if Company X has serious concern over abnormel claim experience,
this could be covered by Stop Loss Insurance, Stop Loss Insurance conld
be used instead of maintaining a contingency reserve, However, with the
expectation of predictable claim experience, this avemme might be more
appropriate for a company with a considerably ssaller insured group than
Company X.

If the funds employed by Company X in ite own operation are re-
turning a J0% or 15% return then perhaps a reserve should not be used
and instead the funds laft for the regular operating use of Company X,
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8top Loss Insurance could be purchased at a moderate premium to allay any

fears by Company X of abnormal olaim losses,

The author's last reason for favoring self-insurance is that Company
X is now performdng many of the funetions of a self-insurer., This is true
since they review and pay all claims, use their own banik account and their
own bank, This experience helps to assure that they will be able to
handle the administrative problems with success. In addition, Company X
already has its owmn staff of fowr full time physicians who would be availe
able to answer technical medical questions. These questions were for-
merly answered by the insurance carriesr,

The major consideration yot to be made in the adoption of self-
insurance is in the legal area, Legal requirements are often too complie
cated to be answerod completely by a layman. Expert legal advice is
avallable to assist Company X, and the fact that the twelve compenies
surveyed were able to self-insure sstisfactorily indicates that the var-
ious legal requirements can be satiafied without too much difficulty.
CONCLUSIONS

This paper is also intended to identify the various areas that
should be studied by any company interested in the possibilities of selfw
insaraence.

It is dmportant for the reader to understand that few gemsralise
tions can be drawn from this paper to apply directly to other company
situations., Certainly the pre-requisites of self-insurance, as ex-
plained in Chapter I, an be practically appiied to all companies con=
sidering the question, When reviewing such areas as reserves, premium
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retention, benefit levels, claims administration, and available techni~
cal knowledge, esach company must consider these factors in the light of
its own situation, There is no substitute for a thorough comparison be~
twoen the insured and self-insured plans, i company would be ill-advised
to switch to a self-inesured plan if there were not substantial savings
available to it. It i» also essential that the company meet the pre-
requisites for self-insurance. An insured program will still continue
to be the wisest solution for many such companies., For others, however,
self-insurances may merit more than & passing glance.
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APPERDIX &

INITIAL LETTER ACCOMPANYING QUESTIONWAIRE

1304 Hickory Street
wWaukegan, Illinois
June 29; 1959

ABC Company
1273 Oriole Drive
Baltimore, Maryland

Gentlemen:

Your company has been referred to me as ons which has chosen to
self-insure its employee group insurance program.

As a graduate student at Marjuette University, I am gathering back~
ground information in connection with my Master's Thesis: "Self-
Insurance of an Hmployee Health Care Program in & Specifiec Corporate
Situation."

#Will you please assist me by completing the enclosed questionnaire.
Anticipating that you may wish to retain one for your files, I have
enclosed two coples of the yuestionnaire. To complete the picture,
will you please accompany your reply with copies of any of your
insurance booklets which you may have published for employee use?
Thank you for your assistance,

Sincerely,

R. A, Dietmeyer

F. 5. Should you wish a summary of this questionnaire study, please
note this on your reply.
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APPHNDIX B
USTIONNAIRE
Page 1
& nsiderations
dNumber of claims processed for 1758 under each coverage;
a. Weekly Accldent and Sickness Benefit
b. Hospital Benefit
¢. Surgieal Benefit
d. Medieal Ixpense Benefit

When you adoped self-insurance, did you liberslize the benefits
under the program?

How do you determine excessive medicel charges by physicians?

How do you handle investigations of surgical c¢laims representing
excessive charges?

Cen an eamployee contirme his coverage after separstion from the
company by retirement or resignstion?

Are all claims, or & sampling of claims, routinely audited by a
group outside the insurance department? If so, is this an
internal audit group within your own company or a public aecount~
ing firm?

How would you rate employse acceptance of your self-insurance
program? (check one please)

() Very goed

{ ) Good

( ) Fair

{ ) Poor
In adopting self-insurance, did your company use the service of
an outside employee benefit consultant firm in determining the
feasibility of euch a program® If so, what service did they
perform?

June 29 » 1959



SUESTIONNAIRE
Page 2
General
1., What part of your group insurance program is self-insured?
(please check)

( ) veekly Accident and Sickness
( ) Hospitalization
( ) Surgery
{ ) Medical Expense
2. Number of employees insured.
3. Kumber of dependent family units insured.
4. ¥why did you adopt self-insurance?

5« Do you retain an actuarial firm to assist you in determining
future costs?

F siderati

1. ¥%hat dollar savings do you estimate in premium taxes and
insurance broker's commissions for 19587 (Flesse separate),

2, Have you established a Reserve For Qutstanding and Unreported
Claims? If so, what percent is it of your 1958 claim experi-
enge?

3. Have you established a Contingency Heserve uas a sufeguard
against a year of adverse claim experience?

4, Whet percent of annual c¢laim experience is now in this reserve?
How many years has it taken to reach the amount you now have in
this reserve?

5. Are the funds in this reserve invested? If so, what percent
return did you receive on the fund last year?

6, If a contingency reserve has not been established, do you have
either stop-loss or excess-loss insurances coverage?

7. vhat was the pet cost of this insurance coverage for 19587
(Flease show figure as percent of 1958 claim experience),

8. Wwhat do you estimate as your dollar savings over-all in contrast
to insuring your program for 19587



LPPENDIX C

COMPANIES PARTICIPATING IN SUHVEY

Bulova Wateh Company, Inec,
Fluehing, New York

Chaapion Paper and Fibre Comp
Hamilton, Ohie )

Consolidated Water Power and Paper Company
Wisconsin Rapids, Wisconsin

Elgin National wWatch Company
Hgin, Illinois

Goodyear Tire and Rubber Company
Akron, Ohio

S, C. Johnson and Sons
Aacine, Wisoconsin

Nekoosa~Edwarde Paper Company
Port Sdwards, Wisconsin

He. C, Prange Company
Sheboygan, Wisconsin

A, E, Staley Manufacturing Company
Decatur, Illinois

Tappan Stove Company
Mansfield, Chio

Western Printing and Lithographing Cempany
Raeine, wiseonsin

Textile Employee Benefit Association
Wyomissing, Pennsylvania

95



APPENDIX D

SURVEY RESULTS
I
QUESTION:s What part of your group insurance program is selfw
insured?
Weekly benefits
Hospitalization
Surgery

Hedical Expense

ANSWERS l. +eekly benefits only
2. " " n
3. All four coverages
4o Partially on all except weekly benefits
5. All four coverages
6. All four coverages
7. 4veekly benefits and Hospitaligation
8. All but medical expense
9. Weskly benefits
10. All four coverages
11, All four coverages
12, Weekly benefits



II
QUESTION

ANSWER:

Number of employees and dependent family units insured

under your program?

1.

2,

3.

be

5e

6.

7.

8.

9.

10.

1.

1631 employees
1000 dependents

824 employees
680 family units

17,000 employees
29,000 wives and children

1450 employees
no dependents

3976 employees
3315 dependent units

3300 employees
2500 family units

961 employees
no dependents

1937 employees
1567 dependent units

1800 employees
no depsndents

2366 employees
4253 dependents

10,000 employees
number of dependent units not available

2500 employees
no dependents

9
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QUESTIONS

ANSWER:

98

Why did you adopt selfwinsurance?

1.
2,

3

b

5
6,
Te
8.

Decision made in 1918 when plan was established,

In order to establish more personal contact with
employees,

Group insurance not available in 1909 when self-
insured plan was adopted,

To provide coverage of emall bills for employees
anly ™

Always were self-insured,

Urganigzed as self-insured in 1917.

Lesa costly.

Have been on this basis since 1921,

No answer,

less costly and better employee relations,
No insurance coverage available in 1917.
Ko insurance coverage available in 1913,
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QUESTION:

ANSWER:

QUESTION:

ARSWERS

VI
QUESTION:

ARSWERs

99

Do you retain an actuarial firm to assist you in determining
future costs? ,

Angwered "No" except for companies coded 5, 8 and § in the
BULrVEY .

What dollar savings do you estimate in premfum tax a.nd
broker!s commissions for 19587

Answered "unknown" by all companies participating in the
svey.

Have you established a Reserve for Outstanding and Unreported
Claims? If so, what percent 1s it of your 1958 claim
experience?

1. Ho

2, o

3. Included with Contingency Reserve,

he Yo

5. Inciuded with Contingency Reserve,

6., No anawer

T« No

8. Yes, squal to approximately one month's claim experience,
9. Included with Contingency Reserve.
10, bHNe
1. o
12. Ke
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GQUESTION: Have you established a Contingenecy Resorve as 3 safew-
guard against a year of adverse claim experience? vwhat
percent is it of your annual claim experience and how
many years were needed to set it up?

ANSWER: 1. Yes, squal to 3008, established over Ll years ago,
2, Yes, equal to 189%, established over 16 years ago.
3. Yes, equal to 75%.
he Mo

5. Yes, percentage not given. Established over 43
year period.

6, Heot answered
7. Yﬁa, Q{;}m}- to 225%.

8, Yes, equal to 100%, established over a 38 year
period,

9. Yes, varies per experience, although continually
increasing.

10, Yes, 50.75%, established over a 9 year period.
1. Heo
12, Ko
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Viil

QUESTION: If a Contingency Heserve has not besn established, do you
have either stop~loss or excess-loss insurance?

ANSWERs “No" by all companies participating.

1X

QUESTION: What do you estimate as your dollar savings over-all in
contrast to insurdng your program for 19587

ANSWER: 1., Unknown

2. Unknown

3. Unknown

he GLLLS

5. Possibly 50,000
6. lo answer

7. §15,000

8, Unknown

9. 15% ~ no dollar figure given
10. $30,000 to $50,000
11, VNe
12, Ne
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QUESTION: Are the funds in this Reserve invested? If so, what
percent return did you receive on the fund last year?
ANSWERS 1., Yes, 3.7%
2. Yes, 3%
3. Yes, 3%
he Ko fund
5. Yes, 4%
6. No answer
7. Yes, L,1%
8. Yes, Federal Reserve Notes at 2i%
9. Yes, 4%
10, Yes, 3%
11, Hot applicable
12, HNot applicable



X1
QUESTION:

ARSWERS

Number of claime processed for 1958 under ecach coverage:

1.

2.
3

be

5

7.

8.
9.

12,

R
b.

Ce

Weelcly Accident and Sickness
Hospital Benefits

Surgical Benefits

Hedical Expense 3enefits

22 per week
55 per month
67 per month
no answer

70

102
5502
1310
45,209

30
10

150
300

No figures avallable

a,
b.

Ce
d,
&,
b.

830
48

236
488

202
128

No breakdown avallable

&,

488

1908
no figures available
" " ]

" L ®

2230
5127
4364,
2498

479

103



X1
QUESTION:

ANSWER2

X111

QUESTIOHN:

ANSWER:

When you adopted self-insurance did you liberaligze the
benefits under the program?

l. 3elf-insured since begimning
2+ lo answer

3. GSelf-insurance only, amended annually
bhe HNo

5. Lot applicable

6, Not applicable

7. BHo

8, BHot applicable

9‘. No anaweyr

10, Yea

1l, TYes

12, Not applicabls

How do you determine excessive medical charges by physie
¢ians and how do you handle the investigation of excessive
charges?

1. Not applicable
2, Rot applicable
3. Use past experience as criterion-Board of Trustess
determine reasonable fees with advice from disine
terested doctors,
&4 lio real recourse
5., ¥e set our own maxisnm allowance
6., Through our medical director and the local chapter
of the imerican Medical Association
7. BHot applicable
8. lever have had the problem
9. No answer
10, Past experience plus advice of company physician
1l. Ko answer
12, Not applicable



XIV
QUESTION:

ANSWERS

v
QUESTIONS

AKSWER1

XVl
QUESTION:

ANSWERS

105

Can an employee continue his coverage after separation
from the compsny by retirement or presignation (excluding
weekly benefits, of course)?

1. lo

2., BRetirement only

3. Retirement and lay-off only
4e HNo

5. Retirement only

6, Hetirement only

T« Ho

8, BRetirees coverage now being set wp
9. No

10, Retirement only
1l. Hetirement only

12, Kot applicable

Are all clalms or & sampling of clalms routinely audited
by a group outside the insurance department? If so, is
this an internal audit group within your company or a
public accounting firm?

l- o

2., Internal auditing group

3. Both

4e Records are sample audited annually
5, Public accounting fimm

6. Internal audit group

7. Public accounting firm

8, Public accounting firm

9. No
10, Yes, by Association Board of Directors
11, Sampling by internal audit

12, Public accounting firm

How would you rate employse acceptance of your program?
Very good
Good
Fair
Poor

Question answered as "very good" by all companies with the
exception of companies with codes 1 and 11 who answered
"good."”



AVII
QUESTION:

ANSWER:

106

In adopting self-insurance, did your company use the
service of an outside benefit consultant for determining
the feasibility of such a program? If so, what service

did they perform?

Juestion answered "no" by all companies except code 9
who indicated that the consultant performed an actuarial
service in first setting up the plan.
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AFPENDIX E
TRANSKITTAL LETTLER ACCOMPANYING HAILING OF SURVEY RESULTS

1304 Hickory Street
Waukegan, Illinois
July 15, 1959

ABC Company, Inc.
17 North Madison Street
Walpole, Massachusetts

Gentlemen:

Recently you were kind enough to complete a questionnaire sent to
you in conmnection with background material needed for my Master's
Thes’-ﬂo

Your fine cooperation is certainly appreciated and the information
you supplied was very helpful, Eleven other companiés who have

also self-insured either all or part of their employee medical exw
pense program also complsted a questionnaire, As a result I am happy
to enclose a summary of the answers that were given me in addition to
the names of the companies that participated.

Your answers have been identified as Code Number « The answers
supplied by the other companies have been identified by their code
number only.

Thank you again for your participation.

Sincerely yours,

RAD=hs
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