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IWIF IS THE
NUMBER

LEADER AND PROVIDER OF WORKERS’
COMPENSATION INSURANCE IN MARYLAND.
FOR THE PEOPLE THAT DEPEND ON US, IWIF
IS MORE THAN INSURANCE. WE’RE ABOUT
MAKING MARYLAND A SAFER PLACE TO
WORK. WE’RE ABOUT ALWAYS BEING THERE
TO PROTECT THE FUTURES OF 31,000
BUSINESS OWNERS. WE’RE ABOUT CARING
FOR Maryland’s INJURED WORKERS.
WE’RE A STRONG MARYLAND TRADITION,
WITH UNQUESTIONABLE FINANCIAL
STRENGTH AND EVEN STRONGER,
DEDICATED PEOPLE. ALL OF US at IWIF
THANK YOU FOR YOUR PARTNERSHIP AND
FOR YOUR CONTINUED TRUST.

IWIF Financial Highlights at a Glance
2005

2004

2003

Earned Premium ........................... $ 321,167,547

$

286,164,356

$

236,846,212

Net Investment Income ................ $

$

49,472,606

$

43,298,047

Claims Expense Net ...................... $ 281,193,712

$ 255,609,126

$

215,336,239

Underwriting Loss ........................ $ (29,008,428)

$ (31,424,917)

$

(32,699,864)

Dividends Paid to Policyholders ... $

$

$

1,848,097

57,044,120

4,100,730

2,386,254

Total Assets ................................... $1,382,087,128

$ 1,244,285,966

$ 1,084,362,827

Fund Equity ................................. $ 186,421,736

$ 172,904,507

$

155,346,545

Loss/LAE Ratio ............................

87.6%

89.3%

98.6%

Expense Ratio ...............................

21.0%

20.5%

13.5%

Combined Ratio ...........................

108.6%

109.8%

112.1%

CHAIRMAN’S MESSAGE

T

o our policyholders and business partners:

I join my fellow IWIF board members in sharing our story of
success and operational milestones in 2005. Among our most
significant achievements are: total assets grew 11% to $1.38
billion, and net operating gain improved to $28 million. Additionally, we
welcomed 7400 new policyholders, and grew written premiums by approximately 8%. As a result, IWIF remains the largest provider of workers’
compensation insurance in Maryland with a 34% market share.

DANIEL E. MCKEW,
CHAIRMAN, IWIF BOARD

Equally, I am very pleased to report that IWIF surpassed a significant
financial milestone. The organization has met statutory requirements under
Risk Based Capital (RBC) standards established by the National Association
of Insurance Commissioners (NAIC). The primary role of RBC is to set a
benchmark, which aids in assessing the financial strength of an insurance
company. We are proud of our staff for meeting this challenging standard in
accordance with our business plan.
IWIF’s blueprint for success has been a multi-year strategic plan. This
document guides and focuses our efforts and provides the base upon which
IWIF has been built into Maryland’s first choice for workers’ compensation
insurance. A key internal strategy is to maximize productivity, leverage
efficiencies and deliver cost savings throughout the organization. We are
equally committed to a primary external strategy to offer fact-based information to legislators and other decision-makers to improve the overall
efficacy of the workers’ compensation system in Maryland.
The strength and depth of expertise among IWIF professional staff is equal
to our solid financial foundation. Our customer-focused team of employees
is dedicated to enhancing the value, the quality services and array of benefits
that are part of the partnership with IWIF.
This past year we welcomed Frank Boston as a new IWIF Board Member.
Frank is a former Maryland State Delegate who brings a wealth of knowledge to the board. My fellow board members and I wish to express our
sincere appreciation and respect to outgoing IWIF board member Stephanie
L. Fink. Stephanie was instrumental in bringing new insight and direction
to the IWIF board, especially in the area of human resources.
IWIF’s success stems from its ability to adapt to marketplace changes,
develop creative solutions and provide superior service. For nearly a
century, IWIF has supported the economic vitality of our State, while
building a strong financial base. Our future outlook is strong…just like our
numbers and the people behind those numbers.
With appreciation,

Daniel E. McKew, Chairman, IWIF Board

2005 IWIF ANNUAL REPORT

1

PRESIDENT & EXECUTIVE TEAM’S MESSAGE

T

he theme of our annual report, “Strength in numbers, strength
in people,” truly captures the accomplishments and story of a
very successful 2005 for the Injured Workers’ Insurance Fund
(IWIF). This is my third year as CEO of IWIF and it has been
our most successful year, thanks to our board of directors, our
agent partners, our dedicated employees and, most importantly, to our
policyholders for their contributions to our corporate achievements.

thomas l. bromwell
president,
chief executive officer

I am proud to share with you this annual report highlighting IWIF’s
strongest financial year ever. In 2005, net written premiums grew to
$335 million. Investment income grew 15% to $57 million. The
strength reflected in these numbers has been key to growing IWIF’s
statutory surplus to over $161 million. IWIF now fully meets the
minimum Risk Based Capital requirements as mandated by Maryland’s
General Assembly in 1999. Our balance sheet reflects that we are
situated to meet all obligations and well positioned for the future.
Strong results were also reflected in our improved loss ratio of 87.6% in
2005. This progress is attributable to the increasing commitment of our
customers to workplace safety and to our adherence to disciplined
underwriting.

By making
safety a priority,

88%
of Iwif
policyholders
reported no
workplace
injuries in 2005

IWIF continues to champion workplace safety as a core value for all
Maryland businesses. From our dedicated loss control professionals in
the field, to our website, publications and seminars, we are helping to
educate our customers about the benefits derived from workplace safety.
The financial and human toll of workplace injuries is very significant.
We pride ourselves in assisting you, our policyholders and agents, in
working to reduce workplace injuries, and I encourage you to take
advantage of our safety knowledge and expertise. While the number of
our policyholders continued to grow to 31,627, we were pleased by the
8.0% decrease in the number of reported injuries. By making safety a
priority, 88% of our policyholders reported no workplace injuries in
2005.
In 2005 we delivered on our promise to service claims timely, efficiently
and cost effectively. IWIF’s claims and medical professionals continuously assist policyholders and their injured workers by applying best
practices in claim management and structuring return to work programs. IWIF successfully pursues cost containment through our Special
Investigations Unit and Subrogation Department. The diligent efforts
of these professionals helped IWIF to reach new levels of financial
recoveries in 2005. These recoveries are a significant tool in our effort to
keep rates at fair and equitable levels.
Our commitment to facing the issues and controlling the costs of
workers compensation is unwavering. Maryland’s injured workers are
fortunate to have access to some of the best medical care in the world.
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But, the cost of this medical care is growing at double-digit rates. We
know the factors that are driving these costs: medical inflation, changing
definition of work-related injuries, advanced medical technology and
the limited control of utilization. This year we continued to deliver the
best possible medical care and gain some measure of cost containment
through the benefits of our arrangement with a quality preferred
provider medical network. We will continue to promote the use of these
and other tools to ensure the best possible medical care is delivered in an
effective, efficient, and economical manner.
Another valued strength for our
customers is the ease of doing
business with IWIF. We expanded
the range of electronic services for
our agent partners and policyholders as we redesigned our website
for easier navigation. In every
front-line department, new
software has been integrated into
our processes to enhance the
quality of our responsiveness to
your needs.
This year’s annual report tells the
stories of our financial and
operational strengths. More
importantly, it highlights IWIF
professionals, who make a difference in the lives of our customers
on a daily basis. The caring and
concern of our people, their
expertise and their leadership
make IWIF a first-class workers’
compensation insurer.
IWIF works diligently to meet the
ever-changing needs of our
customers. On behalf of the entire
IWIF team, I thank you, our
partners in safety, for making
2005 another successful year.
With respect and gratitude,

EXECUTIVE TEAM
Seated L-R
Thomas Phelan, CPA, Executive Vice
President,
Chief Financial Officer
George Matthews, Executive Vice President,
Marketing/Business Development
Standing L-R
Rona Finkelstein, Esq., Vice President,
Legal Services and Human Resources
Dennis Carroll, Esq.,
Executive Vice President,
General Counsel
Tim Michels, Esq., Executive Vice President,
Claim Services
Robert Merritt, CFA, Executive Vice President,
Chief Investment Officer
Donna Wilson, Vice President,
Corporate Services
Robert Marshall, Vice President,
Information Systems

Thomas L. Bromwell,
President and CEO
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IWIF
Service
IWIF Customer
Customer Service
Professionals,
from left,
left,
Professionals, from
Shairon
Prioleau
(bilingual),
Shairon Prioleau (bilingual),
Quiana
Mays, Eric
Lashley,
Quiana Mays,
Eric Lashley,
Barbara
Ault,
and
Bridgett
Barbara Ault, and Bridgett
Stottlemire
are among
Stottlemire are
among aa team
team
of
19
dedicated
of 19 dedicated professionals
professionals
in
in IWIF’s
IWIF’s
Call
Call Center.
Center.

IWIF’s Customer Service Call Center

F

ielding approximately 950 calls daily, IWIF’s Customer Service Call
Center is the first point of contact for IWIF customers. Because
they are often the first to receive feedback, the 19 Customer Service
Professionals (CSPs) in IWIF’s Call Center help lead the company
in its quest for continuous improvement and enhanced customer
service. Teamwork is at the heart of their success.
Customers have several ways to secure information. They may call in to
the Call Center to speak directly with a CSP during normal business hours.
Customers may also use the “integrated voice response” system (IVR) to hear
information played back over the phone. They may also use IWIF’s popular
online e-Services to get the information they need. IVR and e-Services are
both available 24/7.
Call Center Director Janeen McLean and her team
pride themselves on their 75% First Call Resolution
rate – where 75% of incoming calls are resolved to the
customers’ satisfaction the first time. An automated call
distribution system helps their success rate by directing
callers to the CSP with particular expertise based on
the nature of the call. Call tracking and activity reports
are further used to measure performance. And a
Business Activity Monitoring program has helped
reduce call handling time for certain types of calls by
providing a shortcut to basic policy information.

“Our teamwork is
our strength. It is
the cornerstone of
our ability to provide
a quality customer
experience.”

Janeen McLean, Director, IWIF Customer Service Call Center
IWIF’s Call Center, now 10 years old, is a multifunctional team with many years of experience in
answering customers’ questions on everything from
new business inquiries to claimants’ benefits questions. CSPs undergo hours
of training and practice in order to develop the breadth and depth of
knowledge they need to do their jobs effectively. Collectively, they must
know and understand every aspect of IWIF’s business and operations,
especially IWIF’s claims management and underwriting processes.

75%

The Call Center has played a key role in IWIF’s overall strategy to
improve customer service to our Hispanic customers. In 2005, after recognizing an increase in call volumes for customers preferring to communicate
in Spanish, the Call Center created bilingual positions on staff. In addition
to these bilingual CSPs, IWIF also has a bilingual claims adjuster and nurse
case manager on staff.

of incoming
calls are resolved
to the customers’
satisfaction the
first time

The Call Center also has a core group of professionals who assist in
other areas of IWIF’s operations, including lobby reception and administrative support. Today, the entire group is highly regarded by both internal and
external customers, given its 83.3% satisfaction ranking among IWIF
policyholders in a 2005 Customer Service Survey. Customers wishing to
share their feedback about any aspect of IWIF’s business or services are
invited to write to us at: CustomerComments@iwif.com.
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Rapp contracting inc.,
Insurance associates inc. & iwif

L
From left, Katherine Emanuel, Territorial
Marketing Director, IWIF;
Stephen A. Spencer, President, Insurance
Associates, Inc.; Lee Rapp, Jr.;
Paul M. Troeschel, Vice President, Insurance
Associates; Hilda and Lee Rapp, Sr.

68%

of Iwif
policyholders
have a trusted
agent partner for
their insurance
needs
Insurance Associates, Inc.,
is one of 1,027 agency partners that are
proud to do business with the best – with
IWIF. This year, Insurance Associates
celebrates its 50th year in business. With
two offices in the Mid-Atlantic region, the
agency specializes in providing surety
bonding, employee benefit plans, and
comprehensive insurance programs to the
construction industry.
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ee Rapp, Jr. was five years old when he first rode in a bulldozer with
his father. The excitement of that moment never wore off. Lee, Jr. is
now President of the family business, Rapp Contracting, Inc.,
which his parents, Hilda and Lee Rapp, Sr., started in 1958.
Over the years, Rapp Contracting has become a large-scale
excavation and trenching operation with projects throughout Maryland and
Washington, DC. Based in Beltsville, the company has 65 employees and
operates some 80 pieces of heavy equipment.
To help protect their business and their employees, the Rapp family
partnered with Insurance Associates, Inc. in 1990 and with IWIF in 2000.
“Paul and the professionals at his agency are always there for us,” remarks
Lee Rapp, Jr. “They keep us updated on any new regulations affecting our
business. They know the issues facing contractors.”
“We are construction insurance specialists,” agrees Paul Troeschel, Vice
President of Insurance Associates. “We know our clients’ business, and we
talk their language.” Adds Stephen Spencer, President of Insurance Associates: “We make sure our clients have the appropriate coverage. And we stay
involved with our customers throughout the year, not just at renewal time.”
Stephen and Paul are just two of our valued agent partners who look to
IWIF to provide:
• Pricing stability, profitability, and financial strength
• Local business knowledge and focus
• A good, strong, marketable reputation
• Knowledgeable, service- and teamwork-oriented employees
• Latest up-to-date technology
“We have a strong partnership with Insurance Associates and with
IWIF,” adds Lee, Jr. “With their help, Rapp Contracting has made a real
commitment to workplace safety. Years ago, we looked at safety as just a
cost,” admits Lee, Jr. “Now, we’re very committed to enforcing safety.
“IWIF helped us institute our pre-employment drug-testing program,
which has shown positive results in the quality of employees we now hire.
We send a strong message that Rapp does not tolerate drugs or alcohol in
the workplace.”
Once a week, all employees receive a 10-minute safety talk on a specific
topic or piece of equipment. Safety handouts are provided. And, because
40% of Rapp’s workforce is Hispanic, safety talks and handouts are also
provided in Spanish. Company foremen also attend quarterly supervisory
training and, once a year, Lee, Jr. closes his shop to host a company-wide
safety meeting.
“I also know the bottom line savings of safety – the power of a favorable
e-mod is a strong financial incentive,” he concludes.

“Our partners at Insurance
Associates are always there
for us. They keep us updated
on the various new rules and
regulations affecting the
insurance needs for our
business. They not only know
insurance, they know the
issues facing us as contractors.”
Lee Rapp, Jr. President, Rapp Contracting Inc.

From left, Lee Rapp, Jr., President of Rapp
Contracting; Paul Troeschel, Vice President,
Insurance Associates; and Lee, Sr.
and Hilda Rapp, company founders.

Calvert
Calvert County
County has
has been
been aa valued
valued IWIF
IWIF policyholder
policyholder since
since 2002.
2002.
From
left,
Montreal
Green,
Senior
Underwriter,
IWIF;
Gennie
From left, Montreal Green, Senior Underwriter, IWIF; Gennie Zentgraft,
Zentgraft,
Risk
Risk Management/Benefits
Management/Benefits Specialist
Specialist for
for Calvert
Calvert County;
County; Bobby
Bobby
Fenwick,
Emergency
Management
and
Safety
Division
Chief,
Fenwick, Emergency Management and Safety Division Chief, Calvert
Calvert
County;
County; and
and Will
Will Ward,
Ward, IWIF
IWIF Loss
Loss Control
Control Consultant.
Consultant.

Safety is Calvert county’S NUMBER ONE PRIORITY

W

ith a 45% increase in population between 1990 and 2000,
Calvert County, in southern Maryland, is one of
Maryland’s fastest growing counties. Today, Calvert
County boasts more than 81,800 citizens.
Over the years, the challenges of protecting the
county’s 900 employees from workplace accidents and injuries has grown
along with its burgeoning population.
The county renewed its focus on safety in January of 2005 with the help
of IWIF Loss Control Consultant Will Ward, who became Calvert County’s
risk management liaison. Working with Gennie Zentgraft, the county’s Risk
Management/Benefits Specialist; Bobby Fenwick, Emergency Management
and Safety Division Chief for the county; and their agent, Betsy Kunik, of
Diversified Insurance Industries, Will developed a challenging new safety
program for the county.
The new safety plan sought to:
· Reduce lag time for reporting of injuries
· More aggressively pursue early return-to-work opportunities
· Improve accident investigation reporting procedures
· Improve communications between key divisions within the county
government, and
· Implement a Safety Review Committee (SRC), consisting of a small
group of personnel from key divisions within county government, to
plan and monitor efforts in these areas

Calvert County Safety
Review Committee (SRC)
Seated L-R: Will Ward, IWIF Loss Control
Consultant; Gennie Zentgraft, Risk
Management/Benefits Specialist for Calvert
County; Paul Norris, Lieutenant, Calvert
County Detention Center;
Jason Prowinski, Water and Sewer Division.
Standing: Bobby Fenwick, Emergency
Management and Safety Division Chief;
Bobby Jones, Lieutenant, Criminal Investigations, Calvert County Sheriff ’s Office;
Dave McDowell, Lieutenant, Patrol Division.
Not pictured: Terry Shannon, Calvert County
Director of Finance, and Mark Willis, Division
Chief, Highway and Fleet Maintenance.

The ultimate goal, of course, was to reduce the number of accidents the
county had been experiencing, and to reduce the
financial impact of these accidents on the county budget.
To introduce the new safety plan – and to ensure
buy-in – Will and his team met with each level of
government, from the top on down, to review the past
five years of losses and trends; to explain the issues they
wanted to improve upon; and to outline each
department’s role in implementing the new safety plan.

“IWIF is dedicated to
providing the highest
quality loss prevention
services to our
policyholders in a joint
effort to reduce
workplace injuries.”

After only one year, the county has already seen
positive effects of its renewed focus on workplace safety.
Will reports that the county saw a 43% reduction in
Will Ward, IWIF Loss Control Consultant
total claim costs at year-end 2005 as compared with
2004, and injury reporting lag time was down 30%
year to year.

Ongoing safety efforts include monthly meetings of
the SRC, regular “train the trainer” sessions for all
policyholders
front-line supervisors, monthly Toolbox Talks safety
meetings with work crews, and a proactive approach to received IWIF loss control
seasonal occupational hazards. Division chiefs meet
training consultations in 2005
regularly to share information on best practices. In
addition, the county is implementing its return to work
policy more consistently across departments.

2,740
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IWIF’s special investigations unit

I

WIF’s Special Investigations Unit is serious about fighting insurance
fraud. Last year the SIU was responsible for 33 arrests or referrals for
prosecution for potential insurance fraud, and recovered some
$126,000 in cash as a result of these prosecutions. Through hard work
and perseverance, the unit also secured $28.9 million in claim reserve
reductions, and uncovered $4.7 million in premium fraud. Additionally,
more than $4 million in cash was recovered by the SIU’s Collections Unit.
The SIU team is made up of 15 specially trained investigators. They
have many years of experience in law enforcement, working as private
investigators, and applying their expertise in such areas as claims law,
criminal law, fraud investigations, and property and casualty underwriting.
The SIU is led by Jerry Landsman, a 14-year veteran of the
Hagerstown Police Department and former Senior Security Consultant and
Fraud Manager for USF&G Insurance and The St. Paul Companies. Since
joining IWIF in 2001, Jerry has employed his expertise
in leading IWIF’s fight against fraud.
Workers’ compensation fraud encompasses everything from filing false claims to collecting disability
insurance while working for another company to filing
fraudulent certificates of insurance. IWIF’s SIU
aggressively pursues all forms of fraud, whether it is
claims fraud, premium fraud, or vendor fraud.

33
Prosecutions
and Referrals

$8.7
million in
hard dollar
cash recoveries

“It’s our job to make sure
that everyone is playing
by the same rules. we help
keep premiums affordable
for everyone.”

Jerry Landsman, Director, IWIF Special Investigations Unit.
In a company-wide approach to fraud awareness,
many “leads” for potential fraud cases come from other
IWIF departments, as well as from outside the
company. IWIF has also developed strong working relationships with other
insurance carriers and, together, employ an industry-wide approach to
fighting fraud.

Over the years, the SIU has developed highly creative techniques to
ferret out potential fraud. Some of these tactics take considerable time,
talent and, above all, tenacity, but the team is up to the challenge. Jerry
added “We’ve settled 11 big cases over the last couple of years where we’ve
obtained judgments favorable to IWIF. The settlements have amounted to
$3.2 million.”

IWIF’s Special Investigations Unit: L-R:
Front row: Jerry Landsman, IWIF SIU Director; Lori Timmons, Fraud Examiner;
Joyce Berry, Assistant Field Investigator
Middle row: Larry Schaffer, Field Investigator; Mike Small, Lead Investigator;
Julia Huber, Administrative Assistant; Bob Ellis, Field Investigator; JoAnne Shanahan,
Fraud Examiner
Back row: Ray Burleson, Field Investigator; Dave Spear, Fraud Examiner; Dave Knauff,
Collector; Lesley Tompkins, Fraud Examiner; Brian Furr, Attorney; Frank Hollenbeck,
SIU Manager; Bob Trzeciak, Field Investigator
2005 IWIF ANNUAL REPORT
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Loss Prevention Leadership

2005
operations
Highlights

The ultimate
safety saves goal
is
workplace
fatalities.
In 2005
fatal claims
reported to IWIF
continued to
decline.
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IWIF continues to strengthen the services we provide as Maryland’s
leader in workplace safety.
• IWIF risk management consultants made more than 2,740
policyholder consultations and training sessions.
• Targeted safety educational topics included:
• Building a management and workplace safety culture
• Creating effective return-to-work programs
• Implementing a drug-testing program
• Young workers’ safety
• Materials handling safety issues
• Safety for non-English speaking Hispanic workers
• During policyholder visits, Loss Control Consultants began
demonstrating the new “Experience Modification Estimator” laptop
computer program. This E-Mod estimator helps customers realize
the positive financial impact of a safe workplace.
• Loss Control is a key member of IWIF’s large account multi-functional
teams providing risk assessment prior to binding coverage.

Marketing IWIF
• Working with our underwriters, we expanded our affinity partnership
programs in 2005, welcoming four new group coverage program
members:
• Educators Benefit Services for Private Schools
• Building Materials Dealers
• Remodelors Council of Maryland
• Washington Area New Automobile Dealers Association
• Our 1,027 agent partners now represent 68% of IWIF’s customers
and 83% of our written premium.
• IWIF stepped up to provide workers’ compensation coverage as part
of the Alternative Dispute Resolution program for union businesses.
• IWIF continued its successful “Safety Saves With IWIF” customer
testimonial advertising campaign in 2005.

of our written
premium
is agent-represented

83%

Strong Underwriting
Performance
• In 2005 we underwrote $335,027,557 in gross written premiums.
• We also wrote 47.2 million in new business premiums,
•
•

•

•

and welcomed 7,418 new accounts.
We increased written premium by 7.8% over our excellent 2004 results.
Our continued adherence to underwriting discipline resulted in an
improvement to our loss ratio to 87.6% in 2005, as compared to a
2004 result of 89.3%.
As the Maryland market showed signs of softening, we successfully
retained 86.5% of our expiring policies and 93.2% of expiring
premium.
Our target market efforts resulted in 1,224 additional accounts and
$8,187,323 written within desirable industry groups.

Leadership in Claims
and Legal Services
• IWIF currently cares for more than 33,500 injured workers or their
dependents, paying for their medical care, indemnity (lost time)
payments, or both.
• An encouraging trend for 2005 was an 8% decrease in workplace
injuries reported to IWIF.
• Our focus continues on case closure and settlements, where
appropriate. In 2005 we settled 1,990 claims cases.
• New standards and processes have been established for medical
invoices to be paid within 10 days, a new benchmark for Maryland.
• IWIF’s subrogation professionals recovered a record $8,718,201
from responsible third parties.
• IWIF’s legal department serviced a 23% increase in hearings and
represented IWIF and its policyholders in over 10,166 hearing cases
in 2005.

we welcomed

7,418
new customers

our
policyholders
had an

8%
decrease in
workplace
injuries

IWIF cared for

33,527
injured workers in 2005
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operations
Highlights

State Employees’ Risk Management
Administration
• As the third-party claims administrator for the State of Maryland,
the State Claims Unit received a 94% “Very or Extremely Satisfied”
survey response from our State of Maryland agency accounts.
• This unit also continues to provide third-party administration
services for the former Bethlehem Steel injured worker claims.
In 2005, there was a 33% reduction in these open claims.

e-Services are Key
to New Operational Efficiencies
• A Business Continuity Plan was created and a fully operational
•
•
•

•

“Hot Site” was built in the event of a major business interruption.
We redesigned e-Services for agents with streamlined menu options.
The most recent version of SeaPass was implemented for our agents.
A new tool was developed to improve the quality of the customer’s
experience. The “Business Activity Monitor” screen helps our
Call Center to quickly obtain an overview of a policy, including
transactions and contacts with IWIF.
In 2005, 6,245 e-Certificates of Insurance were downloaded by
agents and policyholders.

First Reports of
Injury were
reported online

10,003

learn more about iwif e-services

visit iwif.com
Employer of Choice
• IWIF expanded the number of Spanish-speaking/bilingual
professionals for front-line departments.

• A new summer internship program was instituted to attract talented
young college students and professionals to IWIF and the insurance
industry.

14
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Brand IWIF
• 2005 was an award winning year for IWIF Communications. IWIF
received seven national awards from the American Association of
State Compensation Insurance Funds, one national award from the
Insurance Marketing and Communications Association and three
awards from the Maryland Public Relations Society of America.
• With a continued focus on workplace safety education, IWIF
sponsored policyholder seminars across the State that were attended
by more than 600 Maryland businesses. In addition, a number of
targeted presentations were given to roofers, arborists and businesses
in Western Maryland.
• We created a young worker safety campaign, entitled “Safety Rules!”
which included an employer’s information tool kit, website tip sheets
and TV/radio public service announcements.
• A new information section in Spanish was added to the IWIF website.

600
maryland
businesses
attended a free
IWIF seminar
in 2005

IWIF in the Community
• IWIF and its employees welcome the opportunities, big and small,
to give of our time, talents and treasures to our local and national
community. Highlight activities included:
• Employee contributions to the annual Maryland United
Charities drive
• Mentoring and volunteering in the Big Brothers and
Big Sisters school and community programs
• American Red Cross blood drives
• Hurricane Katrina disaster relief financial donation

• In 2005, IWIF marked the 4th year of our business/school
partnership with Mergenthaler Vocational Technical Senior High
School in Baltimore City. This included a Safety Day for the
students, train-the-teacher safety orientation, student safety poster
contest and yearly donation to the school for the purchase of safety
equipment.

• IWIF’s primary corporate charity is the Kids’ Chance of Maryland,
Inc. Scholarship Fund. IWIF is just one partner along with key legal,
insurance, medical and business representatives in the Maryland
community that support Kids’ Chance. Kids’ Chance provides
educational scholarship assistance to college-age children of parents
who were severely injured or lost their lives in a workplace accident.
If you know of a severely injured or deceased worker who may have a
college-age child in need of financial assistance, please visit the Kids’
Chance website at www.kidschance-md.org for more information.

2005 IWIF ANNUAL REPORT
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IWIF Financial Highlights
Balance Sheets
ASSETS

Year Ended December 31
2005
2004

Cash and cash equivalents ............................................... $ 198,256,150 $ 176,480,099
Investments, available for sale ......................................... 1,094,709,953
981,379,558
Investments, held to maturity .........................................
3,999,090
8,010,138
Accrued interest on investments ......................................
10,475,846
10,111,540
Premiums receivable .......................................................
29,228,320
22,984,827
Land, building, and equipment .......................................
13,204,626
10,030,704
Reinsurance recoverable on paid losses ............................
1,417,882
295,667
Reinsurance recoverable on unpaid losses ........................
17,422,000
24,313,000
Other assets ...................................................................
13,373,261
10,680,433
Total assets ................................................................... $1,382,087,128 $ 1,244,285,966

LIABILITIES AND FUND EQUITY
LIABILITIES:
Unpaid claims and related expenses ..........................$1,086,422,000 $ 976,313,000
Accounts payable and accrued expenses ....................
13,489,218
12,557,003
Unearned premiums .................................................
75,051,278
73,175,238
Other liabilities ........................................................
20,702,896
9,336,218
Total liabilities ................................................................ 1,195,665,392
1,071,381,459
Total fund equity ............................................................

186,421,736

172,904,507

Total liabilities and fund equity ......................................$1,382,087,128 $ 1,244,285,966

Our financial results as depicted here reflect a very good year for IWIF in 2005. These results
were accomplished through the hard work of IWIF’s employees, and the continued trust shown in
IWIF by our agent partners and policyholders. While we are pleased with the financial results, we
are equally pleased with the decline in the number of injuries in 2005. Injuries not only have
financial consequences, but can also impact the quality of life. We are happy to assist policyholders with information and training to help reduce claims, as everyone benefits from injuries that
never happen. Finally, as commented upon by the Chairman of the Board and the CEO, IWIF is
now Risk Based Capital (RBC) compliant. This is a significant milestone for the organization. All
should be congratulated on the role they played in helping IWIF obtain this goal.
Thomas Phelan, CPA
Executive Vice President, Chief Financial Officer
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Statements of Operations
Year Ended December 31
2005
2004

REVENUES
Premiums .................................................................$ 321,167,547 $
Net investment income ............................................
57,044,120
Net gain on sale of investments ................................
8,021,776
Other income ...........................................................
885,510
Total revenues .......................................................... 387,118,953

286,164,356
49,472,606
28,417,161
700,420
364,754,543

EXPENSES
Claims expense, net ..................................................
Net operating expenses .............................................
Total expenses ..........................................................

NET INCOME ............................ $

$1,200

Reserves

$350

36,942,978 $

$976

$286

$250
In Millions

In Millions

30
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$236

$800

$400

47,165,270

$321
$300

$600

255,609,126
61,980,147
317,589,273

Premium

$1,086
$1,000

281,193,712
68,982,263
350,175,975
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Net Operating Performance
(In Millions)
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The 2005 condensed financial statements have been derived from complete GAAP financial statements which were
audited by Johnson Lambert & Co. The schedules referred to in the Actuarial Opinion on page 18 relate to the “Yellow
Book” schedules. A complete set of audited financial statements, with the unqualified opinion and complete set of
footnotes, may be obtained upon request.
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February 24, 2006
STATEMENT OF ACTUARIAL OPINION
Injured Workers Insurance Fund
Identification
I, Jan A. Lommele, am a Principal with the firm of Deloitte Consulting LLP, which is
affiliated with Deloitte & Touche LLP. I am a member of the American Academy of
Actuaries and meet its qualification standards for rendering this Statement of Actuarial Opinion, and I am a Fellow of the Casualty Actuarial Society. Through the
contract dated June 23, 1997 and the approval of the Board of Directors, Deloitte &
Touche LLP has been retained by the Injured Workers’ Insurance Fund (IWIF) to
perform actuarial services including my rendering of this opinion.
Scope
I have examined the reserves listed in Exhibit A, as shown in the Annual Statement of
IWIF as prepared for filing with state regulatory officials, as of December 31, 2005.
The loss and loss adjustment expense reserves specified in Exhibit A, on which I am
expressing an opinion, reflect the Loss Reserve Disclosure items (3 thru 8) listed in
Exhibit B.
In forming my opinion on the loss and loss adjustment expense reserves, I relied upon
data prepared by Mr. Thomas J. Phelan, CPA, CFO and Executive Vice President of
IWIF. I evaluated that data for reasonableness and consistency. I also reconciled that
data to Schedule P - Part 1 of IWIF’s current Annual Statement. Please refer to the
Schedule P Reconciliation paragraph on [Page 21] for additional information. In
other respects, my examination included such review of the actuarial assumptions and
methods used and such tests of the calculations as I considered necessary.
My review was limited to items listed in Exhibit A, and did not include an analysis of
any other balance sheet items. I have not examined the assets of IWIF and I have
formed no opinion as to the validity or value of these assets. My opinion on the
reserves is based upon the assumption that all reserves are backed by valid assets,
which have suitably scheduled maturities and/or adequate liquidity to meet the cash
flow requirements.
Opinion
In my opinion, the amounts carried in Exhibit A on account of the items identified:
(A) meet the requirements of the insurance laws of the State of Maryland;
(B) are computed in accordance with accepted loss reserving standards
and principles; and

of
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(C) make a reasonable provision for all unpaid loss and loss expense obligations
IWIF under the terms of its contracts and agreements.
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Relevant Comments
A. Risk of Material Adverse Deviation
With respect to this Statement of Actuarial Opinion, the amount of adverse
deviation that I consider to be material is $32,177,000. My basis for determining
this amount is 20% of surplus which is an amount that would represent a
reasonable upward fluctuation in reserves from those carried by IWIF that I
would consider material. My selection of materiality standard was driven by the
fact that this Opinion is prepared for regulatory purposes. Other measures of
materiality might be used for reserves that are being evaluated in a different
context.
The size of IWIF’s loss and loss adjustment expense reserves relative to its surplus
is relatively large compared to industry norms. Therefore, there is more than a
remote possibility that adverse fluctuations of actual versus expected liabilities will
be material. For this reason I believe that there are significant risks and uncertainties that could result in material adverse deviation in the loss and loss adjustment
expense reserves. For example, the high-end of the range of reasonable net loss
and loss adjustment expense reserves are $65,640,000 greater than IWIF’s carried
reserves. Other major factors underlying the risks and uncertainties which could
result in material adverse deviation include but are not necessarily limited to:
•
•
•
•
•
•

The nature of the coverage written;
Changes in claims handling procedures making it more difficult to
estimate ultimate losses;
Retention of key personnel required to efficiently settle claims;
Significant growth of business in recent years;
Discounting of the tabular unpaid losses for workers compensation; and
The collectibility of ceded reinsurance if losses emerge toward the
high-end of a range of reasonableness.

B. Disclosure of Unearned Premium Reserves for Long Duration Contracts
IWIF writes no policies or contracts related to single or fixed premium policies
with coverage periods of thirteen months or greater which are non-cancelable and
not subject to premium increase (excluding financial guaranty contracts, mortgage
guaranty policies, and surety contracts).
C. Other Disclosures in Exhibit B
Discounting, Item 4.
IWIF discounts liabilities for unpaid losses associated with both case outstanding
and incurred but not reported reserves for Workers Compensation, as disclosed in
this Statement of Actuarial Opinion.
Long-term unpaid Workers Compensation indemnity claims are discounted on a
tabular basis using the 2002 National Vital Statistics United States Life Tables
Volume 53, Number 6. The discount rate selected by IWIF management is 3.25%.
The amount of tabular discount is $84,710,719. I am not expressing an opinion
on the appropriateness of the interest rate or mortality tables chosen. The total
discount of $84,710,719 represents approximately 53% of IWIF’s stated surplus.
Underwriting Pools or Associations, Item 5.
Management has informed me that IWIF does not participate in any pools or
associations.
2005 IWIF ANNUAL REPORT
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Asbestos Exposures and Environmental Exposures, Item 6.
I have reviewed IWIF’s exposure to asbestos and environmental claims. IWIF
currently carries $387,891 of net reserves for loss and loss adjustment expenses,
which is intended to represent IWIF’s ultimate liability for these items. Estimation of ultimate liabilities for these claims is unusually difficult due to outstanding issues such as whether coverage exists, definition of an occurrence, determination of ultimate damages, and allocation of such damages to financially responsible parties. Therefore, any estimation of these liabilities is subject to significantly greater than normal variation and uncertainty.
D. Reinsurance
Reinsurance Collectibility
My opinion on the loss and loss adjustment expense reserves net of ceded
reinsurance assumes that all ceded reinsurance is valid and collectible. The total
loss and loss adjustment expense reinsurance recoverable is all with companies
rated A- (Excellent) or better. IWIF Management has informed me that it does
not anticipate reinsurance collectibility problems with respect to these recorded
reinsurance recoverables. With respect to loss and loss adjustment expense
reserves net of ceded reinsurance recorded by IWIF, I have not anticipated any
contingent liability which could arise if any of the reinsurers prove unable to meet
their loss and loss adjustment expense obligations under the terms and conditions
of their contracts with IWIF.
Retroactive Reinsurance, Financial Reinsurance
Based on discussions with IWIF management and its description of the IWIF’s
ceded and assumed reinsurance, I am not aware of any other reinsurance contract
that either has been or should have been accounted for as a retroactive reinsurance or financial reinsurance.
E. NAIC IRIS Tests
I reviewed the results of the following three NAIC IRIS Tests: One Year Reserve
Development, Two Year Reserve Development and Estimated Current Reserve
Deficiency to Surplus, as calculated by IWIF’s management. No exceptional
values were calculated for the One Year Reserve Development and Two Year
Reserve Development Tests. The result for the Estimated Current Reserve
Deficiency to Surplus Test is unusual. This is primarily a result of significant
growth in earned premium. IWIF’s 2005 net earned premiums are approximately 12% higher than those earned in 2004 and are approximately 37% higher
than those earned in 2003. The use of historical loss reserves to premium ratios
create a distorted result for this test when applied to current premium levels.
F.

September 11, 2001 Terrorist Attack Losses
I reviewed IWIF’s exposures to terrorist attack losses. No claims have been
presented to date. The risk of significant liabilities as of December 31, 2005
arising from terrorist attack losses is remote, given the nature of the coverages
provided by IWIF and prevailing coverage interpretations.
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G. Schedule P Reconciliation
Effective January 1, 1998, the NAIC adopted “new” definitions of allocated and
unallocated loss adjustment expenses (i.e. ALAE and ULAE). Briefly, the new
definition for ALAE includes all defense and cost containment expense, whether
internal or external to IWIF. This expense category is now referred to as Defense
& Cost Containment Expense (DCC). The revised definition of ULAE essentially includes all claims adjusting expense whether internal or external to IWIF.
This expense category is now referred to as Adjusting & Other Expense (A&O).
The actuarial report supporting this opinion is based on the “old” definition.
Beginning with the December 31, 2001 evaluation, IWIF adopted the new DCC
and A&O definitions. IWIF displays the DCC portion of the ULAE reserves,
based on the “old” definition, within the DCC category of Schedule P Part 1
(Columns 6, 7 and 17-20) and the A&O portion of the ULAE reserves within
the A&O category of Schedule P Part 1 (Columns 8, 9, 21 and 22). However,
IWIF has included ALAE, based on the “old” definition, within the loss category
of the Annual Statement and Schedule P Part 1 (Liabilities, Surplus, and Other
Funds page, Losses line and Schedule P Part 1 Columns 4, 5 and 13-16).
H. General Uncertainty
In evaluating whether the reserves make a reasonable provision for unpaid losses
and loss adjustment expense, it is necessary to project future loss and loss adjustment expense payments. It is certain that actual future losses and loss adjustment
expenses will not develop exactly as projected and may, in fact, vary significantly
from the projections. No warranty is expressed or implied that such variance will
not occur. Further, my projections make no provision for the broadening of
coverage by legislative action or judicial interpretation or for extraordinary future
emergence of new classes of losses or types of losses not sufficiently represented in
IWIF’s historical data base or which are not yet quantifiable.
Actuarial Report
An actuarial report and underlying actuarial workpapers supporting the findings
expressed in this Statement of Actuarial Opinion will be provided to IWIF to be
retained for a period of seven years in the administrative offices of IWIF and available
for regulatory examination.
This Opinion is provided for regulatory purposes only and is not intended for any
other purpose.

Jan A. Lommele, FCAS, MAAA, FCA
Deloitte Consulting LLP
City Place 33rd Floor, 185 Asylum Street,
Hartford CT 06103-3402
(860)-725-3050
February 24, 2006
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2005 Statement of Actuarial Opinion
Injured Workers’ Insurance Fund
Exhibit A: SCOPE
Loss Reserves:

Amount

A. Reserve for Unpaid Losses (Liabilities, Surplus and Other Funds page, Line 1) ...........$990,235,000
B. Reserve for Unpaid Loss Adjustment Expenses (Liabilities, Surplus and
Other Funds page, Line 3) ............................................................................................$78,765,000
Total Net Loss and Loss Adjustment Expenses Reserves ............................. $1,069,000,000
C. Reserve of Unpaid Losses - Direct and Assumed (Schedule P, Part 1, Totals
from Cols. 13 and 15) ..............................................................................................$1,007,657,000
D. Reserve for Unpaid Loss Adjustment Expenses - Direct and Assumed
(Schedule P, Part 1, Totals from Cols. 17,19 and 21) .....................................................$78,765,000
Total Gross Loss and Loss Adjustment Expense Reserves ........................... $1,086,422,000
E. The Page 3 write-in item reserve, “Retroactive Reinsurance Reserve Assumed” .............................. $0
F. Other Loss Reserve items on which the Appointed Actuary is expressing an Opinion ...................$0

Premium Reserves:
G. Reserve for Direct and Assumed Unearned Premiums for Long Duration Contracts .....................$0
H. Reserve for Net Unearned Premiums for Long Duration Contracts ...............................................$0
I.

22

Other Premium Reserve items on which the Appointed Actuary is expressing an Opinion ............$0
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2005 Statement of Actuarial Opinion
Injured Workers’ Insurance Fund
Exhibit B: DISCLOSURES
Item:

Amount

1. Materially Standard expressed in $US: ........................................................................ $32,177,000
2. Statutory Surplus ....................................................................................................... $160,885,673
3. Anticipated net salvage and subrogation included as a reduction to loss reserves
as reported in Schedule P: ........................................................................................... $15,364,000
4. Discount included as a reduction to loss reserves and loss expense reserves
as reported in Schedule P:
4. (a) Nontabular Discount ......................................................................................................... $0
4. (b) Tabular Discount ............................................................................................... $84,710,719
5. The net reserves for losses and expenses for IWIF’s share of voluntary and
involuntary underwriting pools’ and associations’ unpaid losses and
expenses that are included in reserves shown on the Liabilities, Surplus and
Other Funds page, Losses and Loss Adjustment Expenses lines. .................................................. $0
6. The net reserves for losses and loss adjustment expenses that IWIF carries
for the following liabilities included on the Liabilities, Surplus and Other
Funds page, Losses and Loss Adjustment Expense lines.
6. (a) Asbestos, as disclosed in the Notes to Financial Statements ..................................... $387,891
6. (b) Environmental, as disclosed in the Notes to Financial Statements ...................................... $0
7. The total claims made extended loss and expense reserve (Schedule P
Interrogatories)
7. (a) Amount reported as loss reserve ......................................................................................... $0
7. (b) Amount reported as unearned premium reserves................................................................ $0
8. Other items on which the Appointed Actuary is providing Relevant Comments. ........................ $0
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