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Keystone Commentary
What Your Insurance Company’s Management Means to You


Virtually everyone is aware that professional liability insurers, like other companies, have management teams that include a Board of Directors.  Most have a good understanding of what it means to serve as a Director of any business enterprise.  However, with the recent collapses of several well-known banks, insurance companies and other corporate institutions, the role of corporate management is more important than ever.


This issue of Keystone Commentary will address the role and purpose of insurance company Directors, and explain their importance to you.


What is a Board of Directors?  A Board of Directors is a group of individuals who are the ultimate managers of any corporate enterprise.  They are required by law.  A company’s Board of Directors has an obligation to the insurance company to make prudent and reasonably based decisions for the company without regard to their own self interests or the interests of others.  In legal parlance, this is referred to as their fiduciary obligation.


How Are Directors Selected?  The way in which Directors are selected to manage insurance companies varies widely.  Perhaps a better question is:  what is the right way to select Directors?  This is because many Directors (particularly Directors of professional liability carriers operating in Missouri) are selected because they are friends or acquaintances of someone affiliated with the company.  Or, they are picked because they can bring business to the enterprise.  


Directors should be selected in a manner similar to that used to hire employees – because of their abilities, knowledge and skill.  If Directors are chosen on any other basis, there is substantial risk that their decisions will be based on self-interest or affected by biases.  


For example, assume the CEO of a company stacks the Board with relatives, friends and those with whom he or she has other financial connections.  In this instance, it is likely that those Directors will have great difficulty being objective and independent in their evaluation of the CEO and his or her decisions.   On the other hand, if the Directors do not have such connections to the CEO and are truly independent, they have a far greater ability to candidly evaluate the CEO and the direction of the company.


Why the Board of Directors Matters to You.  When Missouri physicians purchase professional liability insurance, it should be assumed that the insurance company will be managed in a manner that is in the best interests of those physicians – the policyholders.  If the Board of Directors is truly independent and selected on the basis of their knowledge, skill and experience, it is more likely the company will be managed in that manner.


Managing the company through a truly independent Board of Directors may also mean it is more likely the policyholders’ rates will remain stable and that the company will be there for the long term.  Again, with the recent examples of large banks, insurance companies and other businesses “too big to fail,” it is imperative that Missouri physicians recognize the risks associated with unqualified Boards of Directors, or Boards that are “too friendly” to company management.


What is the Approach by Missouri Medical Practice Insurers?  Not all Missouri medical malpractice companies have truly independent and unbiased Boards of Directors.  Several of these companies have Boards that are so closely connected to management it is difficult to assume that they would be objective in their analysis of corporate decisions.


Prior to its formation, Keystone Mutual took an entire year to assemble its Board.  The focus of that effort was based on the knowledge, skill and experience of each candidate.  Ultimately, only two out of the 11 non-management Directors knew the Chief Executive Officer previously.


Keystone Mutual believes quality “starts at the top,” and its Board of Directors includes the following individuals:


Dr. Jerry Kennett

Past President, Missouri State




Medical Association


Mr. Scott Lakin
Past Director, Missouri Department



of Insurance


The Hon. Albert Riederer
Former Judge, Missouri Court of



Appeals


Dr. Jerry Middleton
Former President, St. Louis OBGYN



Society


Ms. Katie Steele Danner
Former State Representative and



Regional Director, U.S. Department



of Health & Human Services


Ms. Marsha Mills
Former Deputy Director, Missouri 



Department of Insurance


Bruce Oetter, Esq.
Partner, Bryan Cave, LLP


James R. Bowlin, Esq.
General Counsel, American



Association of Orthodontists and



AAO Insurance Company

How do You Learn About a Malpractice Carrier’s Management?  The best way to ensure that you know about the management of potential professional liability insurers is to ask.  These questions should be asked of the companies directly or their agents.  Good questions are:  

· What is the experience of the company’s Directors?  

· What are their former and present business affiliations?

· Are the Directors associated or related in any way with company management, and if so, how?  

· How long have the Directors been with the company? 

·  If the Directors are physicians, are they insured by the company?

Because these questions may not typically be asked of professional liability insurance companies, the initial answers may be vague.  In this instance, it will be necessary to press the issue to get the right information.

Conclusion. Although the ultimate managers of your professional liability insurer may be seen or heard from infrequently, they are nonetheless highly important to you.  It is essential that you ask about them and know the facts so an informed decision can be made.
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