Advocate excited to see our advertise-

ment for the Special Trades
Contracting and Construction Trust. After
a number of years as being listed as
“underfunded,” our Trust had been suc-
cessful in reaching the point where the
Workers’ Compensation Board (WCB)
deemed it to have no funding issues. My
enthusiasm was quickly tempered when |
turned the page to see an article criticizing,
and more importantly, mischaracterizing
the current state of the Group Self
Insurance Industry.

It is true that some trusts have been
terminated and that healthy trusts are
being asked to assist in ensuring injured
workers’ get paid. The financial implica-
tions to the Self Insurance Group industry
are indeed disturbing and the entire indus-
try is being challenged by these unprece-
dented events in the short term. The
appropriateness of such efforts is current-
Iy being litigated. However, in the past year,
the majority of the remaining trusts have
posted improved operating results and the
number of trusts attaining WCB's "No
Funding lssues” status continues to
increase. As such, Group self insurance will
continue to remain a viable, cost-compet-
itive option for New York State employers
over the long term.

Let me present the facts:

Contrary to Mr. Friedlander'’s asser-
tions, out of the 50 Trusts listed on the
May 16, 2008 Summary of Funding Status
report, 58% of the Trusts are deemed to
have no funding issues.

In addition, while some Trusts have
been deemed underfunded, such Trusts are
not necessarily in danger of closing.
Rather, the WCB has applied its regulatory
accounting standards versus Generally
Accepted Accounting Principals (GAAP).

In fact, in the last year alone, several
groups previously deemed underfunded
have reached fully funded status. In
essence, the WCB is making a recommen-
dation for brokers and members to review
a group's financial position.

I opened up last month’s issue of The
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Self-Insured Trusts Remain a Strong
and Viable Alternative

The fact is that of the 14 Trusts that
have closed, 11 were administered by relat-
ed management groups. Eighty (80) per-
cent of the deficit requiring funding is a
result of these 11 groups. In fact, as of July
2008, this group administrator will be clos-
ing its last remaining Trust and has recent-
ly surrendered its TPA license.

In fact, the group self-insurance indus-
try is stronger than ever. Here are just a
few examples:

The Special Trades Trust, a $32 mil-
lion Workers Compensation program for
the construction industry exemplifies the
good news, The Trustees and their admin-
istrator have worked hard over the last sev-
eral years to improve the financial stability
of the Trust. There has been positive devel-
opment in claims, strong underwriting,
decreases in average experience mod fac-
tors, and reduction in overall Trust admin-
istration expense. The Trust has never been
stronger. Retention during the current year
exceeds 90% and new members continue
to join.

The Human Services Trust improved
its funding ratio by more than 40%! The
Niagara Business Trust improved its ratio
by 50%! Both of these Trusts have gone
from under funded to fully funded status.

The Printing Industries Association
Trust changed administrators in 2003, At
that time the Trust was underfunded with
a restriction on new members. As of the
fiscal year end of 2006/2007 the trust was
fully funded. As of the recently ended fiscal
year 2007/2008 the Trust remains fully
funded with an equity ratio of over 100%.
This was accomplished by proper under-
writing of both prospective and current
membership and providing adequate acci-
dent prevention and safety programs to
our membership.

Self Insured Groups are now held to
strict financial standards and scrutinized to
ensure rate adequacy. Given their history,
they should be. The Group Self Insurance
Association of New York, supports regula-
tion to ensure financial stability of all
Trusts. Workers' Compensation Trusts

make up a signifi-
cant percentage of
the workers' com-
pensation market.
They remain a
strong and viable
alternative to the
standard market,
The State
Insurance Fund,
and safety groups.
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