


Financial Highlights

For the years ended December 31, 1987 1986 1985

Assets $1,748,384,000 $1,633,245,0 00 $1,380,463,000

Investment Income 94,145,000 97,825,000 96,375,000
Life Insurance in Force 6,268,799,000 6,011,040,000 5,956,381,000

Total Capital and Surplus 13,811,000 30,735,000 34,768,000

General Insurance Expense Ratio to Total Income 4 .61% 4.90% 5 .57%
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President's Report on Operations I

T ones change and companies must change with
them. At no time has this old saying been more

true than during the last year .
First and foremost, the year 1987 saw the adoption of

a new corporate structure . On November 18, 1987, the
stockholders of The Union Labor Life Insurance Com-
pany met to consider the reorganization of the company .
With almost 90% voting in person or by proxy, they ap-
proved the creation of a "holding company" structure .

A new corporation, ULLICO Inc ., was established .
Through a legal process known as a "reverse triangular

merger," Union Labor Life became a subsidiary of

ULLICO Inc. and the
stockholders of Union
Labor Life became the
stockholders of ULLICO
Inc .

In addition to being
approved by the stock-
holders, the transaction
was reviewed and ap-
proved by the Insurance
Division of the Maryland
Department of Licensing
and Regulation .

It's important to note
that the change was one
of legal structure and not
one of ownership or mis-
sion . Under the terms of
the transaction, every
stockholder that owned
shares of stock in Union
Labor Life now owns the
same number of shares in
ULLICO Inc. The stock
contains the same restric-
tions limiting sale or trans-
fer of ownership so as to
ensure that the ownership
of ULLICO remains in
the hands of labor. The

value of shares also remains set, as it was at the com-
pany's founding, at $25 per share .

Our founders set out to create a company to serve the
working men and women of America . That's still our mis-
sion, and the labor movement and the benefit plans allied
with it are still our primary market .

If anything, the reorganization process led us to re-
dedicate ourselves to our founding mission. It forced us
to reexamine once again some basic questions about why
we were created and why we continue to exist, as well as
how we can better do what we're doing .

It's important to remember that ULLICO is a unique
business enterprise . We were not created to reap a large
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profit for absentee stockholders but to provide an impor-
tant service to workers. That's always been our mission
and, as detailed elsewhere in this document, for more
than six decades we've been true to it .

Producing For Workers
There are many reasons we've succeeded where other

well-meaning endeavors have failed, but most important
of all has been the unique relationship that has always ex-
isted between ULLICO and the American labor move-
ment. Through good years and bad, labor has been our
mainstay; the source of our business and the moving
force behind our growth and development .

For our part, we've always done our best to produce a
quality product and to provide the services labor needs .
That's important. Our friends in labor can help open
doors for us, but after that we're on our own . We have to
produce .

We like to think we've done a good job . The best
proof is un the benefits we've provided . We remember
the days, not so long ago, when the kind of protection
we provide wasn't available. That we've helped make it
possible is a great source of pride for us .

The numbers also tell the story - both as to our
success through the years and the good progress we
made in 1987 .

We opened our doors sixty-one years ago with
S750,000 in assets. At the end of 1987, we had S1 .75
billion in assets, placing us among the nation's top 100
insurance companies . Assets increased by $115 .1 million
last year, a gain of 7 .0% .

We paid out $536 .9 million* in benefit payments to
policyholders in 1987 . That was an increase of $71 .7 mil-
lion or 15 .4% over the year before . Of that amount, 95%
went to living policyholders in the form of health and
pension benefits .

More than 2 .5 million people are covered by Union
Labor Life health insurance policies .

We help millions more workers prepare for their retire-
ment. Pension reserves on deposit in our general and sep-
arate accounts rose by $209 .3 mullion last year, a 15 .8%
increase . That comes on top of a 23 .0% increase the year
before . As of December 31, 1987, reserves totalled
$1 .54 billion. Impressive as these increases were, even
more impressive is what they say about the confidence
that benefit plan trustees place in ULLICO .

The last year was not without its troubles . Chief
among these were continuing losses incurred as the re-
sult of the 1986 cancellation of a large reinsurance agree-
ment dating back to 1955 . Payments made as a result of
this agreement exceeded premiums paid and reserves set
aside by almost $10 million . As the hulk of this loss is at-
tributable to prior year activity, it is shown on our
balance sheet as a direct reduction in capital and surplus
and is not reflected on the company's 1987 operating
statement .

No matter how you look at it, the termination of a
case as large and as long-standing as this is difficult . An
examination of the case is continuing and there is a possi-
bility that some of this loss wrill be recaptured . We have
also reviewed all other outstanding reinsurance agree-
ments to ensure that reserves are adequate .

As a result of the reinsurance loss, costs associated
with the expansion into new areas of business and invest-
ment in subsidiaries, the capital and surplus accounts on
ULLICO Inc .'s consolidated balance sheet declined to
$13.8 million in 1987 .

Disturbed as we were with the reduction in capital
and surplus in 1987, we are proud to note that it did not
conic as the result of day-to-day operations. In 1987,
Union Labor Life maintained its position as one of the
lowest net cost providers of insurance services in the na-
tion . Our ratio of general insurance expenses to income
declined once again, from 4 .9% in 1986 to 4 .6% in 1987 .
With the reinsurance losses behind us and adjustments

Payments to Policyholders (including Policy Reserve increase)

∎
568.3*

r

*Adjusted to include minipremium claims
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made to reserves , we are confident that the year to cone
will see positive growth for ULLICO .

The ULLICO Family of Companies
The reorganization of ULLICO along holding com-

pany lines was an important step in a long-term plan to
improve the quality of services we provide . It gives us
greater financial and operational flexibility. It will allow us
to expand the range of services we offer and to provide
them in a more efficient and productive manner.

In the beginning there was only The Union Labor
Life Insurance Conmpany. But over the last decade, a num-
ber of subsidiary companies were created or acquired as
we expanded our business . All of these enterprises now
exist under the ULLICO Inc . banner - as part of the
ULLICO Family of Companies . This includes Union
Labor Life, Ulico Casualty Company, Union Investment
Services, USA Life Insurance and a new subsidiary we are
in the process of creating that will provide the framework
for our third party administration activities .

Accompanying the legal reorganization of the com-
pany was the identification of functional business activi-
ties along "business unit" lines . These business units, six
of which were identified as part of an extensive strategic
planning process carried out in 1987, reflect the major
areas of activity of the company :

• Group Life and Health Insurance
• Pension Fund Investing
• Property, Casualty & Liability Insurance
• Individual Life and Health Insurance
• Mass Marketed Insurance
• Benefit Administrative Services

Several of these business units are long standing and
fully developed, while others are still inn the process of
developing . Sonic operate within a single one of the
ULLICO companies, while others cut across company
lines . Taken together, they outline the framework of the
company we are in the process of becoming .

Total Income (in millions of dollars)
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Group Insurance Operations
ULLICO began as an insurance company and group

life and health insurance remains the foundation of our
business operation. Group life and health premium in-
come during 1987 totalled $554 million,* compared
with S528 million in 1986, a 4 .9% increase .

All of Union Labor Life's group policies are participat-
ing policies paying dividends based on the experience of
the plan and of the company as a whole . In 1987, we
paid $21 .5 million in dividends to policyholders . This
sum is, in effect, a refund on the premiums paid by policy-
holders .

The last year was not a good one for the insurance in-
dustry, particularly on the health side . Health cost infla-
tion far above the rest of the economy, along with a cycli-
cal high in claims, have caused more than one company
serious financial difficulties . In addition to low profits (or
losses in many cases) for the companies, this has meant
rate hikes for benefit plans up for renewal . We wish we
could say ULLICO avoided the problem, but that's not
the case . Our group insurance operations barely broke
even, despite an extraordinary company-wide effort to
hold costs down .

The lesson for us and the entire health benefits in-
dustry is that health cost inflation must he brought under
control. Our ULLICARE cost management program is
an important step un this direction . We're pleased to re-
port that more than 70 plans have now implemented at
least some part of the program . This is a good increase
over the comparable figure for 1986 .

ULLICARE's Case Management Program, intro-
duced last year, got off to a good start in 1987 . Because
it provides benefit plans with a way to monitor and re-
view the 20% of claims that produce 80% of benefit pay-
ments, this is an important product for the future . While
programs like ULLICARE cannot end health cost infla-
tion by themselves, they do make a difference .

600 7501 900
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A Difficult Year for Investments
In 1987, the six year trend of declining interest rates

came to an end. Rising rates forced bond prices down .
This, in turn, decreased the value of bond portfolios and
drove fixed income returns down to single-digit or nega-
tive figures . At the same time, lack of improvement in the
trade and budget deficits, along with the general interest
rate rise, fueled fears of impending recession and brought
an end to the boom in equity prices . All this culminated
in October with the collapse of the stock market .

ULLICO survived these events relatively well . In our
general accounts and company wide, net income from all
investments totalled $94 .1 million. This represents a re-
turn on invested assets of 8 .82% .

Our Separate Account A, investing in common stocks,
produced a gross return of 2 .2% for the year. While
slightly lower than the S&P 500, this compares well with
the 2 .27% increase for the Wilshire 5000 stock index,
another frequently used index representing a broader
range of stocks .

Our equity strategy is conservative and long range in
orientation . It focuses on stocks with long-term growth
and earnings potential . In the panic that followed the
market collapse in October, our holdings went down like
everything else. But as time has gone by, the true value
of our holdings has begun to materialize . During the first
two months of 1988, we have outperformed the stand-
ard indices. Over the first six weeks of the year, for ex-
ample, Separate Account A posted an annualized gain of
10.3%, compared to a gain of only 5 .4% for the S&P 500
and 3.7% for the Dow Jones Industrials .

Likc,A ise, over time we continue to do as well or bet-
ter than the indices . Over the past five years, our account
has posted annual returns of 17 .2%, compared to 16 .5%
for the S&P and 18 .1% for the Dow. Over the last 10
years, our account has returned an average of 18 .1%,
compared to 15 .2% for the S&P and 14 .6% for the Dow.

With stability returning to the markets, we expect Sep-
arate Account A to produce a good return in 1988 .

As noted, rising interest rates disrupted the bond
markets in 1987 . Our fixed income accounts, Separate
Account F, investing in government securities, and Sepa-
rate Account G, investing in Ginnie Mae mortgage-
backed bonds, were no exception . We responded by re-
positioning our portfolios. As a result, we were able to
minimize losses and position our accounts for better re-
sults in the future. The payoff should come in 1988 in
the form of higher returns . The old adage about "buying
low" is certainly true now . Separate Accounts F and G, in
particular, offer an outstanding investment value .

After several years of insecurity, the market for higher
yielding bonds improved in 1987 . As a result, we were
able to increase our holdings in Separate Account B . In
1987, this account posted a return of 5 .79%, which com-
pares well with the 4.42% return of the Shearson Lehman
index of BAA corporate securities .

J FOR JOBS® Growth
We also continue to have good results with our J

FOR JOBS® Mortgage Separate Account, investing in
mortgages on union-built real estate . This account has
more than doubled in size over the last two years . In
1987, $113 .3 million was deposited in this account, an
increase of 49 .1%. As of December 31, 1987, reserves
totalled $392 .3 million .

J FOR JOBS® makes forward commitments . That's
the secret to its success . Our analysts go out and find
good projects in the planning or development stage . We
then issue the developer a commitment that we will pro-
vide a permanent, long-term mortgage upon completion
providing that the project is built entirely with union
labor. Everyone benefits . The developer gets the mort-
gage commitment he needs to secure construction financ-
ing; we get a solid market rate investment ; participating
pension plans earn a competitive and highly secure long-

Life Insurance in Force (in billions of dollars)
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term return; union workers get employment; unionized
contractors get business ; and the communities involved
get the economic stimulus that accompanies new con-
struction and development .

There is often a delay between the time a mortgage
commitment is issued and its funding . During this pe-
riod, J FOR JOBS*' funds are invested in short-term se-
curities. Short term money rates in 1987 were lower than
they have been in recent years . Given the amount of J
FOR JOBS commitments currently awaiting funding,
this impacted the overall return of the account in 1987 .

During 1987, shares in the account increased in value
by 5 .5%. Since inception, J FOR JOBS® shares have in-
creased in value at an average rate of 14 .77% a year.

The primary objective of pension fund investment
must always be earning a high return . Over the last de-
cade, the J FOR JOBS® account has met that test . Com-
pare the 14.55% average return for J FOR JOBS® over
this period against the 15 .3% average yearly performance
of the S&P 500 or the 10.3% average yearly performance
of the Shearson Lchman Government/Corporate Bond
Index. Good investing can be responsible investing.
There's no better proof than J FOR JOBS .19

Ulico Casualty Company
The last year was a very good one for Ulico Casualty

Company, ULLICO's property and casualty subsidiary .
Assets rose to $71 .9 million, in part because of the trans-
fer of an additional $21 .5 million in capital from Union
Labor Life during the year . This transfer, coming on top
of the transfer of $22 .5 million in 1986, allowed Ulico
Casualty to issue fiduciary liability insurance policies with
limits of up to $5 million in 1987 .

Capital and surplus at year end for Ulico Casualty
stood at a substantial $50 .6 million, an increase of $25 .6
million over 1986 .

The decision to increase the capital base of Ulico Casu-
alty reflects the solid success the company has had in the

Pension Reserves (in millions of dollars)
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fiduciary liability arena over the last two years . Although
fiduciary liability policies have been written since 1981,
Ulico Casualty greatly expanded its activities in the fiduci-
ary liability area in 1986 as other carriers abandoned the
market or restricted coverage. In 1986, the company
issued 493 policies. In 1987, it issued 1,378 policies in
44 states, Puerto Rico and the District of Columbia .
More than $18 .9 million in premium was generated .

Ulico Casualty will continue to issue fiduciary liability
policies with limits of up to $5 million . Benefit plans sign-
ing up before July 1, 1988, receive a commitment for five
years of guaranteed renewable coverage .

This is an important area of insurance and we arc very
pleased with the success we've had in it. Our actions over
the last two years reflect our willingness to make a com-
mitment when we see that working people have a need
that is not being met . Our products are reasonably
priced and provide solid protection .

Following the success of our fiduciary liability line,
Ulico Casualty began issuing liability insurance policies
protecting labor organizations and nonprofit organiza-
tions against claims alleging errors and omissions . Thirty-
five union policies were issued in 1987; another 36 poli-
cies were issued to nonprofit organizations .

At year end 1987, Ulico Casualty was exploring expan-
sion into commercial lines of insurance to enable
ULLICO to meet the property and casualty insurance
needs of labor organizations and benefit plans . This will
include the issuance of fire insurance, comprehensive
general liability and commercial auto insurance . We arc
tentatively targeting six states for initial activity, with ex-
pansion into additional states later.

In 1986, Ulico Casualty acquired two regional third
party administrative services companies . With the adop-
tion of a holding company structure, ownership of these
two subsidiary companies was transferred to ULLICO
Inc . at the end of 1987 .
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Ulico Casualty paid a cash dividend to its parent com-
pany, Union Labor Life, in the amount of $2 .5 million in
1987 .

Individual Life and Health
The first policy issued by Union Labor Life was an in-

dividual life insurance policy. But despite early hopes, the
individual or ordinary insurance area has never been a
major component of ULLICO's business .

The need is there, certainly. Working families have a
wide range of insurance needs that are not met by the
group benefit plans that provide the base of ULLICO's
insurance business. The difficulty has always been
developing a marketing mechanism to take the policies to
workers. For many years ULLICO tried to sell both in-
dividual and group policies through company agents
operating out of sales offices . While this worked well in
the group area, where there are a relatively limited num-
ber of potential customers, it did not work in the in-
dividual area . In the 1970s an effort was made to recruit
individual sales representatives to sell ULLICO policies .
This, too, proved less than successful, and most of the in-
dividual policies issued in recent years have been conver-
sions from group policies.

As of December 31, 1987, 13,479 individual life in-
surance policies were in force, representing $92 .7 million
in life insurance and $2 .0 million in premium . On the
health side, there were 6,049 active policies, producing
annual premiums of $2 .6 million .

We've never abandoned our dream of being able to
offer working families the affordable, high quality in-
surance coverage they need and deserve . Several years
ago, we made the decision to reemphasize the individual
insurance area . In January, we incorporated a new subsid-
iary, Union Standard of America Life Insurance - USA
Life - to serve as the vehicle for a greatly expanded in-
dividual insurance effort. Given the licensing require-
ments involved, it will be several years before this com-

pany is up to full steam, but we have high hopes for it . In
the meantime, we will be proceeding with our individual
insurance plans under the auspices of Union Labor Life .

Union Labor Life and USA Life individual insurance
policies will be marketed through licensed agents . A com-
petitive range of products will be offered . On March 12,
1987, we issued our first Universal Life Insurance policy .
With both an insurance and an investment component,
Universal Life insurance offers a number of advantages to
working families . This is the only insurance policy most
people will ever need to buy.

Mass Marketed Insurance
ULLICO's mass marketed insurance operation con-

tinues to grow. At the end of 1986, 49 mass marketing
agreements were in force . During 1987, nine new agree-
ments were signed, bringing the total to 58 . As of
December 31, 1987, a total of 45,753 certificates of
coverage were in force, representing annualized premi-
ums of $5 .9 million. This was an increase of 68% over
the comparable figure for 1986 .

We continue to be pleased with the growth inn this
area. A lot of unions have become interested in sup-
plementary mass marketed insurance over the last couple
of years . We are pleased that many have turned to
ULLICO for their coverage . Negotiations with a num-
ber of unions and associations about additional mass
marketing agreements are now underway and we expect
to see continued growth in the year to come .

Administrative Services
As has been said many times, no matter how benefits

arc paid -whether through insurance agreements, mini-
premium plans or any of the various forms of self-fund-
ing - records must be kept, claims must he processed and
reports prepared . In addition to providing these services
to policyholders, for some time ULLICO has provided
them through Administrative Services Only contracts . In
this way, self-funded plans and third party administrators

Net Investment Yield (in percent)
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have been able to take advantage of ULLICO's data pro-
cessing and benefit administration expertise .

In 1985 and 1986, ULLICO made major expansions
in the administrative services area . ACCLAIM, a new
claims management system that matches ULLICO's
claims processing experience with the latest in computer
technology was introduced . New data processing equip-
ment was purchased . Two regional third party administra-
tors (TPAs) - Richard Reese & Associates in the Midwest
and New Systems Inc . on the West Coast - were pur-
chased. These were established companies with reputable
data processing systems supporting a wide range of
claims processing, fiend accounting and pension adminis-
tration capabilities . Their acquisition gave ULLICO a
strong base in the third party administration marketplace .

In 1987, we continued to move forward in the benefit
administration area . Our 14 TPA field offices were linked
with the home office's data center, providing all offices
with access to our computerized claims processing and
pension and fund accounting systems . The TPA subsidiar-
ies continued to grow, with increases in clients, revenues
and profits. A large international union choose us to pro-
vide facility management services for its data processing
function .

In January of 1988 we established a new TPA opera-
tion in our home office . During 1988, we will move
ahead with plans to consolidate our administrative serv-
ices operations into a new subsidiary. This will include a
national network of offices capable of providing a
complete range of high quality administrative services at a
reasonable cost . We will be able to offer benefit plans and
local and national unions a variety of services, including :
fund administration ; billing and collection of contribu-
tions; eligibility determination; membership and dues ac-
counting ; health claims processing ; pension administra-
tion; field audits ; and computer services only agreements
providing benefit plans and unions on-line access to
ULLICO's data processing facilities .

The Challenge of the Future
The employee benefits world is changing faster than

anyone could have imagined only a few years ago . With
the changes come major opportunities for growth and
development . We're excited about the future at
ULLICO and we're moving to meet it .

With the opportunities also come challenges . These in-
clude the need for major new initiatives in such areas as
long-term care and care for the growing elderly popula-
tion and new action to control health costs . Self-funding
is unquestionably going to continue to be an important
factor and new products and services are going to he
needed to make this feasible and practical for benefit
plans .

A few years ago, we were successful in defeating ef-
forts to tax employer-provided benefits . The battlefront
there is relatively quiet now, but those who favor such
taxation have not given up . They will be back and we
must remain prepared. In the meantime, proposed legisla-
tion to ensure that every citizen has access to health care
and can afford to make use of that access deserves our at-
tention. Unlike some in our industry, we believe there is
justification for government action i n this area . Our only
concern is that the positive features of the employee bene-
fits system we've so laboriously built up over the years
not be endangered in the process .

As the years go by, there's also the need to pass on the
values and vision that motivate us to new generations .
We've made a major effort in this direction at ULLICO
over the last several years . In 1986, we adopted a formal
"Vision, Culture, Values" statement that reflects our his-
toric commitment to meeting the needs of workers. In
1987, we continued our efforts . Senior Advisor to the
President Arthur Nolan conducted a series of seminars
for all our employees on the labor movement and
ULLICO's connection to it.

Total Capital and Surplus (in millions of dollars)
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Changes
During 1987, we had the good fortune to add six

new members to our Board of Directors. Lenore Miller,
President of the Retail, Wholesale & Department Store
Union, is the first woman to serve on our Board . We ex-
pect her contribution to he significant. In addition, John
J . Barry, President of the International Brotherhood of
Electrical Workers; Moe Biller, President of the American
Postal Workers Union; William A. Duval, General Presi-
dent of the International Brotherhood of Painters and
Allied Trades ; James J. Norton, President of the Graphic
Communications International Union ; and Eugene Up-
shaw, President of the Federation of Professional Ath-
letes, joined our Board .

In management, Raymond V. O'Connor, Vice Presi-
dent, Legal, retired during the year and Thomas S .
Nardo joined us as Vice President, Controller .

Sixty-one years ago almost to the day, Matthew Woll,
the founder of our company, addressed the second meet-
ing of ULLICO stockholders. The company had been in
operation for less than a year, but he was optimistic .

"The Union Labor Life Insurance Company is no
longer an experiment," he said . "The results of our short
period of operation are remarkable . The prospects for the
future defy prediction. No company like this one has ever
before existed . No company has prospects of resembling
this company in nature of business, rapidity of growth
and loyalty of policyholder. The eyes of the insurance
world arc on us. The eyes of economists and sociologists
are upon us . Politicians are watching our growth . More
important than all, however, many thousands of men and
women know that they have through this company pro-

tection for their homes which they never had before, and
they realize that they have it by means of an organization
which they have helped to make . This is truly a coopera-
tive enterprise and one in which the interests of one are
the concern of all, and vice versa ."

As we look back on more than 60 years of operation,
the vision of our company articulated by Matthew Woll
that Spring day remains with us .

Daniel E . O'Sullivan
President and CEO
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The ULLICO Family
of Companies

Products
and
Services

Group Life & Health Insurance
As the nation's largest underwriter for jointly managed employee benefit plans, Union Labor Life

is deeply committed to the group life and health insurance area . Available group coverages include :

• Life Insurance • Hospital Expense
Medical & Surgical Expense • Major Medical Expense

• Laboratory and X- Ray Expense • Supplemental Accident Expense
• Vision Care Expense • Dental Expense
• Drug Prescription Expense • Accidental Death and Dismemberment
• Loss of Time • ULLIGUARD Stop Loss

Investment
With more than $1 .5 million in pension reserves, Union Labor Life is a growing force in the

pension investment area. Our union-oriented investment approach offers good performance and a
high degree of security. Investment contracts and separate accounts encompass almost every
available investment option, including :

• Total Money Management • Guaranteed Investment Contracts
• Common Stocks • High Yield Bonds
• Government Securities • Ginnie Mae Bonds
• Money Market Instruments • Individual Separate Accounts
• Mortgages on Union-built

Construction (J FOR JOBS)

Unions and nonprofit organizations can take advantage of ULLICO's investment expertise
through our new Guaranteed Funding Agreements .

Individual Life & Health Insurance
Through Union Labor Life and USA Life, ULLICO offers working families a wide range of

individual insurance . Marketed through licensed agents, these policies combine solid value with a
high degree of insurance protection . Current products include :*

• Universal Life Whole Life
• Renewable Term Life Convertible Term Life
• Decreasing Term Life Annual Renewable Term
• Flexible Premium Annuity • IRAs
• Single Premium Immediate Annuity • Disability Income With Return of Premium
• 1isability Income • Medicare Supplement
+ Hospital Indemnity • Accident Disability Income
• Long-Term Nursing Care • Juvenile Term Life

*Not available in all states
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Mass Marketed Insurance
Mass marketed insurance combines the freedom of choice of individual insurance with the low

rates associated with group coverage . It offers an outstanding way for unions and associations to
provide their members with the ability to obtain important supplemental insurance protection .
Current options available under Union Labor Life's UNIONCARE, MemberAdvantagc and
Crcdit+Plus programs include :

• Term Life
• Retiree Guaranteed Term Life
• Disability Income Supplement
• Group Health Supplement

• Decreasing Term Life
• Medicare Supplement
• Personal Accident Plan

Ulico Casualty Company
With more than $71 .9 million in assets, Ulico Casualty Company, offers unions and employee

benefit plans a variety of forms of liability and casualty coverage .
Current options include :

• Fiduciary Liability Insurance • Union Liability Insurance
• Union Leader Coverage • Directors and Officers Insurance
• Commercial Lines (in specific states)

Ulico Casualty Company also issues ULLIGUARD Stop Loss insurance to limit the claims
exposure of self-funded benefit plans .

Administration Services
Operating through a nationwide network of TPA offices, ULLICO provides local and

international unions and benefit plans with a complete range of quality administrative services .
Making use of the latest in computer technology, these services offer a cost effective alternative to
in-house operations and outside vendors . Available options include :

• Claims Processing Services • Fund Administration
• Pension Administration • Contribution Accounting
• Field Audit Programs • Dues Accounting
• Computer Services Only Contracts • Data Processing Facilities Management
• Administrative Services Contracts

ULLICARE Cost Management Program
• Mandatory Second Surgical Opinion • Pre-Admission Certification
• Continued Stay Review • Major Case Management
• Hospital Audits • Provider Network Services

10



The founding of
the Union Labor,,

Life Insurance Com-
pany was the product of a long and in-
tense debate within the labor move-
ment over how best to insure workers
in the emerging industrial setting-of
the early 20th Century .

The majority of unions at the time
offered some form of insurance protec-
tion to members, primarily death and
disability benefits .' Most of these pro-
grams operated on an assessment basis .
By and large, they were not actuarially
based or managed along insurance
company lines .

As time went on, the assessment
system began to prove bur-
densome and benefit claims
threatened to drain the
coffers ofmany unions .

The debate in the labor
movement centered around
how best to preserve the fra-
ternal spirit and at the same
time put trade union in-
surance programs on a sound
financial footing . The left
favored government action .
The more moderate leader-
ship warned of the
danger of allowing the
government so
much control
over a subject
of such
impor-
tance .

Through the teens and early 1920s
the issue was hotly debated . In 1923,
Matthew Woll, President of the Photo
Engravers, and George Perkins, Presi-
dent of the Cigar Makers, raised the

issue once again. "Group insurance has
made phenomenal progress during re-
cent years and is being used by unfair
employers as a means of alienating the
affiliation of wage earners from their re-
spective trade unions," they told the
1923 American Federation of Labor

convention .

With the support of Samuel
Gompers, AFL,President, Woll and
Perkins suggested that a committee
study the issue once again so that'the
"beneficial features of the trade union
movement of America may be
strengthened and solidified ."

The committee Gompers ap-
pointed, chaired by Woll and Perkins,
presented its report in 1924. It called
for a special conference to consider the
establishment of a labor-owned in-
surance company. .

The union movement was ideally or-
ganized to provide insurance, the com-
mittee said: "We can to a large extent
free the business of looking after the
workers' invested savings from the
domination and control of the money
power by the establishment of our
own Union Labor Life Insurance Com-
pany as an institution of service for
trade unionists. Careful consideration
of the entire matter inevitably leads us
to the conclusion that a company
owned, operated and patronized by

union labor would effect a saving
of many millions of dollars

yearly for our
people."
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Labor's Own Company
The insurance conference was held

July 21, 1925, at the AFL building in
Washington . Fifty unions were repre-
sented . Resolutions were adopted em-
powering Woll and Perkins to proceed
with the organization of a labor-owned
insurance company - The Union
Labor Life Insurance Company,
ULLICO .

The new company was not to be
directly owned by the AFL or any
union. It would be organized along
stock company lines, with the sale of
stock limited to labor unions and mem-
bers. The stock would have a fixed
value and no commissions would be
paid for its sale . Ownership by any in-
dividual or union was limited . The
company would be governed by a
Board drawn from the labor move-
ment, with no union to have more
than one representative .

Meeting at the 1925 AFL conven-
tion, a special committee formed io
oversee the creation of the new com-
pany adopted bylaws and chose a
Board of Directors . Matthew Woll was
elected President; George Perkins,
Secretary-Treasurer .

A corporate charter was issued in
Maryland on December 23, 1925 . An
office was opened at the AFL Building
and the sale of stock began .

Over the next year, Woll and other
supporters crisscrossed the country,
largely at their own expense, to solicit
support. Fifteen thousand shares of
stock were sold, providing the com-
pany with a capital and surplus base of
$750,000. Stockholders included 60
national and international unions, six
state federations of labor, 34 city cen-
tral labor unions, 240 local unions and
361 individual trade unionists .

The company was to be operated as a
professional insurance company and

Matthew Woll

wou oyemp nsurance experts to n-
sure its operational security . This was
an important distinction from previous
efforts, as AFL President William
Green noted in 1927 : "In contrast
with many of the older cooperative un-
dertakings this insurance undertaking
has appreciated the function of
specialists and has employed experts
ar(d technicians to manage the busi-

ness. Organized labor is following busi-
ness methods and policies and is not
trusting to its beneficent purposes to
overcome business difficulties ." .

Open For Business
On March 14, 1927, the first meet-

ing of stockholders convened in Bal-
timore. President Woll reported on the
state of the company and develop-

George Perkins

merits in the nation, establishing a for-
mat that was to last for three decades .

Three months later, on June 15,
1927, Union Labor Life formally
opened for business . The first policy

12



Three of Union Labor
Life's first officers: Luther
Steward, Secretary; Martin
Ryan, Treasurer; and
Matthew Woll, President

was issued to Woll, with the
second going to AFT, President
Green . James J. Davis, Secretary of
Labor, received another early
policy. The first group policy went to
Federal Employees Local 105 of Wash-
ington, DC. This policy is still in force,
almost 61 years later .

A.1 the outset of the company, only
group life insurance and the com-
moner forms of ordinary.insurance
were offered . The group plans carried
a disability benefit .'I'he maximum
amount of insurance on any life was
$5,000 , with double payment for ac-
cidental death .

The company initially avoided the
use of licensed insurance agents in
favor of a plan to recruit trade union
officers to act as sales representatives .
This did not prove as successful as
hoped . "Experience demonstrated the
necessity of supplanting this form of
agency work by experienced insurance
salesmen," Woll noted at the second
meeting of stockholders .

After a little more than a year of
operation, Union Labor Life had $36
million in insurance in force, covering

other labor-in-
spired busi-

nesses that
had failed
due to
poor

management,

w The Union Labor Life Insurance Company
ua~m~ wu.~ee

ry

1

ULLICO issued its first stockholders'
dividends in 1932 and, except for one
year in the Depression when regulations
wouldn 't allow it; has paid dividends
every year since.

dividual policyholders added that year
included President of the United
States Calvin Coolidge and Governor
of New York Franklin Delano
Roosevelt .

The group life area grew quickly . By
the end of 1929, more than $40 mil-
lion in group life was in force . Within
three years, there was $51 million .

capital was kept always in mind .
"In both our insurance and sales poli-
cies our effort has been to get results at
the lowest possible cost," Woll told
stockholders in 1927 . "We have there-
fore planned for a profitable and slow
growth rather than a rapid and unprofi-
table development . . . . We
have refrained from ven-
turing into such pro-
posals and group in-
surance provisions as may
spell ultimate ruin and
disaster, either to the
trade unions or to the
company. Not all group
policies offered today will
prove either permanent
or safe ."

In 1928, insurance con-
tracts were extended to
cover children . Endow-
ment policies providing
for retirement income
were also offered . In-
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more than 50,000 group
and individual policy-
holders .

,From the very begin-
ning, ULLICO
pursued a conserva-
tive business path .
The experience of

The Depression Arrives
The late 1920s was not a good time

to launch a business . Less than a year
and a half after Union Labor Life
opened its doors, the economy was in .

Sixty-one years after Union labor lift issued its first
group policy to President Luther Steward of Federal
Employees Local 105, the policy remains in force.



shambles .
Still, conserva-
tive manage-
ment, coupled with
continuing labor support
kept ULLICO moving for-
ward. Company assets in 1937

"Our representatives must be missionaries carrying the gospel of life insurance to
uninformed and indifferent ears," Matthew Woll proclaimed. "As with other trade
union institutions, our progress must be the result of tireless teaching, of continual
urging to do things which will be beneficial."

die to win . The insured may live long
and derive a handsome profit under his
annuity contract." -

Early on, Woll and other supporters
had to address the question why more
workers did not come forward to .db
business with the labor-owned com-
pany. "If there was a crying need for a
trade union insiiturion to furnish life
insurance service such as our Company
offers, why should it be necessary to
put forth so much effort to make
operative the ideas which have seemed
so vital to those of us who have closely
analyzed the situation," Woll asked in
1930 :

The answer to this question, he
noted, "is essential to a full apprecia-
tion of the mission of our Company
and, therefore, to an intelligent plan-
ning of our work . . . . The more I look
into this matter the more I
realize that education is
the most important work
of our Company for a
number of

informed and indifferent ears . Hence,
we must continue to teach and to urge
our representatives to take advantage
of the opportunities which their
leaders have made available to them . . . .
In our Company, as with other trade
union institutions, our progress must
be the result of tireless teaching, of
continual urging to do things which
will be beneficial to the members who
are urged."

Support For The New Deal
With the 1930s came the New Deal

and the passage of legislation estab-
lishing Social Security, unemployment
benefits and strengthening the right of
workers to organize . Unlike many in
the insurance industry, ULLICO wel-
comed these developments .

Woll and the other leaders of
ULLICO understood that Social Secu-

reached $2 .6 million three times
the capital on hand when the company,
opened its doors a decade earlier .

ULLICO issued its first stockholder
and policyholder dividends in 1932 .
With the exception of 1933, when in-
surance regulations prohibited pay-
ment of stockholder dividends, they
have been paid every year since .

New policies continued to be intro-
duced. A Retirement Annuity Contract
was-introduced in 1932 to help work-
ers provide for retirement security,
"More and more it is becoming the
function of life insurance to provide
protection not only against premature
death, but against dependent old age
also," Woll said in announcing the
policy. "No longer must the insured

years . . . . Our rep- J~ A Y,-- of
resentatives must
be missionar-
ies carrying
the gospel
of life in-
stiranc e
to Un-



rity and other social welfare programs
provided only a minimal level of secu-
rity. There would still be the need for
supplemental protection .

"Many insurance men anticipate
that the attention which the Social
Security Act `directs to the period of re-
tirement will increase the public inter-
est in this question and will call for ad-
ditional funds with which to
supplement the limited benefits pro-
vided by the Act," Woll told stock-
holders. "They thus expect that life in-
surance companies will increase their
sales of life insurance policies, espe- .
cially Endowments and Annuities ."

former bank building on Lexington
Ave . Roughly a third of the company's
assets were invested in war bonds .

Health Insurance
In 1943, the company made a

major step forward, as it entered
the group accident, health
and hospitalization in-
surance areas . The new
policies provided
weekly indemnity
benefits, daily hospi-
talization benefits
and accidental T41*_4
death and di .cmem- I zI

The War Years broughtgroup
health insurance to the fore.
During this time,-ULLICO
had more man a third of its
assets in War Bonds; part of
the company's contribution to
victory in WWII. I

ULLICO moved from Wash-
ington to New York in 1935, con-

solidating its major offices and plac-
ing the company closer to business in
the Northeast.

At the 1942 meeting, in the. shadow
of world war, Woll reviewed the com-
pany's first 15 years of business . Assets
had risen to $4 .0 million and $83 .1
million in life insurance was in force .
With a staff of 34, the company was
preparing to move into larger space, a

hennent benefits .
Caution, once again , was the watch-

word. "The Accident and Health field
presents many problems not found in
the life insurance field dealing with un-
derwriting , and claim settlements,"
Woll cautioned . ."Also the present war
emergency presents additional prob-
lems which will have to be closely
watched . We intend to proceed care-
fully and in accordance with sound un-
derwriting principles."

The 1940s also saw a broadening of
the company's business, as employer
groups and trust funds representing
multiple employers joined trade unions
in the ranks of policyholders. The pe-

riod also saw a

I

number of labor contracts providing
for employer contributions to pay for
insurance benefits. In 1945, life busi-
ness in force' topped, the $100 million
mark and assets rose over S5 million .

Group accident and health in-
surance continued to play a central role
in labor negotiations as the '40s
turned into the '50s . AFL President
Green outlined the labor movement's
position at the 1946 AFL convention :
'We must establish in this nation secu-

dramatic in-
crease

in the

15
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rity in every condition of life - old age,
ilhiess and infirmity - and in addition
we must provide hospitalization and
nursing facilities and medical care for
every man and woman in the United
States for human life is above material
welfare in this nation ."

In 1946, Union Labor Life moved
to put into practice what it had been ,
preaching and established a company-
paid-for insurance and pension plan for
employees .

r
Growth Despite Controls

The years immediately after the end
of World War Il Were a time of relative
economic prosperity. The labor move-
ment grew rapidly, advancing both in
the trades and in the industrial sectors .
With that growth tame, pressure for
benefits and an, increasing demand that
employers bear a lat'gcr share of the
cost of benefits .

The Taft-Hartley Act was passed in
1947 over the opposition of labor and
the veto of the President . Early fears
that it would interfere with' negotiated
benefits proved unfounded . Reference

A PASSING CUSTOM
ONCE it was common practic. 40

pas the he" when a fellow
weaker died . Even today . there arc care .
whore somebody's widow and children
have boon left without money, and "the
boyi' chip in +o help them out .

Group Life tnorrenee maker it un-
envenary to fake up a collection for
dependents, passing the hat was e+ best
uncertain. Group Lifa lnsuranee noun,
feila .

It, benefits come of a Nme when the on-
oourayement end help of a nuhstantial
check ere needed meet .

Far e..]irul . .. r ino .n of 0. fareeo.ne plenv ar Group

Iewraneu or Indir'~dual 1-a- PI .- --k- hh

'f6e Union Lobo, Life Insurance Co.
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to
bene-
fits in the
act was
later to sup-
port labor's
push for bene-
fits .

Union Labor
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Life's share of the in-
surance market continued to grow. In-
surance in force passed $200 million in
1948 and $300 million in 1950 . Assets
passed $10 million in 1949, a dou-
bling in less than five years'/By 1950,
more than 280,000 people were
covered by ULLICO policies, an in-
crease of almost 200,000 over the de-
cade .

In 1949, the Supreme Court ruled in
the case of Inland Steel vs. United Steel-
workers afAnaerica that employers
were required to bargain over pension
issues . The decision clearly established
the right of unions to negotiate for
benefits and legitimized the framework
for the employee benefit system that
exists today .
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- Another
event of fu-

ture importance to
the company dccurred, in

May 1950, when a,recent Fordham
University graduate, Daniel E . O'Sul-
livan, joined the company as a clerk in
the group department .

A claims and service office was
opened in Chicago in 1949 to service
the midwestern region. Additional of-
fices were opened around the country
in the years that followed .

The 1950s brought war in Korea and
price and wage controls at home . Ad-
ministered by the Wage Stabilization
Board, the controls were deeply
resented for locking prices in high and
wages low. More than that, in a rever-
sal of WWII policy, employee benefits
were frozen together with wages .

In an argument still relevant today,
Woll outlined the difference between
wages and benefits at ULLICO's 1951
meeting: "Welfare plans differ widely



from cash wages. They are designed
primarily to raise the standard of living
of those affected . They Ore intended to
protect a portion of the existing stand-
ards of those covered and who may un-
fortunately be stricken by the hazards
insured against. This function is in no
Way related to the question of whether
the cash-pay pattern is up to standard .
Adequate wages for those remaining
actively employed are not a substitute
for benefits of those who cannot con-
tinue to work,"

In early 1951, the labor members of
the Wage Board quit . A reconstituted
Board modified its policy towards
benefits later in the year. With wages,
frozen, labor and management had
only benefits to bargain over, Benefit
plans grew by leaps and bounds .

Premiums for group accident and
health policies passed premiums for
group life policies in 1951 . "It can be
anticipated that in the future the
amount of premium income from the
accident and health policies will
progressively exceed the premiums
received from group life insurance con-
tracts," Woll predicted .

Continued growth in business and
staff, which numbered 159, justified
the relocation of ULLICO offices
again, this time to space on East 70th
Street,

By and large, the mid 1950s were
good ones for the company. Group

Major Medical insurance policies were
offered in 1952. Free of wage and
salary controls , employers, unions and
trusteed funds included group in
surance in their negotiated agree-
ments. Almost 496,000 people were
covered by ULLICO policies at the
end of 1955 . Assets passed $25 million .

Unity Within Labor
The 1952 AFL

convention ap-
pointed a unity
committee that in-
cluded Matthew
Woll to pursue
merger negotiations
with the Congress of
Industrial Organiza-
tions. On December 5,
1955, the two organiza-
tions merged, creating the
AFL-CIO .

In what was to be his final
report to the stockholders in
April of 1956, Woll explained
the meaning of the merger for
ULLICO : "It was a united
labor front that founded this
strong citadel of insurance protection
in 1927, and through the years, regard-
less of affiliation, it has served the inter-
ests of the working man without in-
volvement in political and economic
differences . Now with unity and
strength never before attained, we see
vast potentialities for the unprece-

dented expansion and growth of The
Union Labor Life Insurance Com-
pany. . . . It can become our foremost
economic and financial strength, sup-
plying the most comprehensive in-
surance coverages possible, and provid-
ing the investment funds for giant
projects of industry, all of which will se-,
cure man's quest for adequate future fi-
nancial protection and the assurance of
steady and profitable employment."

The Passing of Matthew
Woll - The End of an Era

At the 1955 meeting, Woll resigned
as ULLICO President to become

Executive Vice
President Ed-
mund Tobin
was elected
President .
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General Execu-
tive Chairman .
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On June 1, 1956, Matthew Woll
passed away. With his passing, an era
ended. Although many contributed to
the making of ULLICO, none more
than Matthew Woll . From the begin-
ning of the idea of a labor-owned in-
surance company through the tortuous
debates of the early AFL, the solicita-
tion of stockholders and the founding
of the company, Woll had the vision
and drive to push things ahead . For
more than 30 years he served
ULLICO as chief executive . It was his
steady hand that guided the company
and kept it from the mistakes so
many other well intentioned en-
deavors had fallein prey to over
the years. It was his judgment
that sustained the company
through worldwide depression
and war, inflation and recession .

But Woll was more than the
President of ULLICO . From
his election to the presidency of
the Photo Engravers Union in
1906 to his death, Woll in-
fluenced more labor policy than
any one of his generation of
trade unionists .
Though

ULLICO was his pride and joy, his
hand is disce'rnable in labor's broader
attitudes toward social welfare, labor-
managennent relations, political action,
and foreign policy.

Prosperity and Transition

With the death of Matthew Woll,
the work of directing ULLICO along
the practical yet socially informed lines
that had been Woll's legacy fell to Ed-
mund P. Tobin .

The son of Teamster President
Daniel Tobin, Ed Tobin joined
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ULLICO at its inception, becoming
an agent in 1927 and later heading up
the agency operation before becoming .
Executive Vice President .

The mid '50s were years of transition
for the insurance industry, the labor
movement and the nation. Looking
back at that time, it is possible to see
emerging many of the issues that were
to dominate the attention of ULLICO
over the next three decades .

It was a time of general prosperity.
The American economy was at its

SS,ETS
1$21,415,839

height. A national consensus,
encompassing labor, manage-
ment and government, existed
in favor of the extension of so-
cial welfare benefits throughout
society, utilizing both private
and government mechanisms .
The outlook for the nation was

positive .
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As President Tobin noted in his first
stockholder address in 1957 : "The
constantly increasing concern and
close identity of interest and objectives
of labor, management, and govern-
ment augers well for the future of our
nation and its economic system."

More and more employers were
agreeing to provide life and health
benefits . Employer provided pension
plans spread as well, with 40,000 plans
in existence by 1962, compared to less
than 1,000 in 1940 .

Cost Inflation , Regulation
and Self-Insurance

There were a few disturbing
developments that would grow in im-
portance as the years progressed. The
cost of medical and hospital services
was rising at, a rate faster than other
items in the economy. In 1958, for ex-
ample, T'obi n noted that the cost of
hospital services had increased by
500% over the previous ten years .

As employee welfare programs grew
in size, the potential for mismanage-
ment and abuse also grew. This
prompted calls for increased regula-
tion. Although reports of problems
with labor-oriented benefit programs
were exaggerated and often used for
anti-labor aims, the labor movement
agreed with the need for higher stand-
ards of management . Guidelines for
the proper operation of benefit plans
were adopted by the AFL-CIO in
1956 and 1957. ULLICO supported
these efforts wholeheartedly.

The year 1958 saw the passage of
the Welfare and Pension Plans Disclo-
sure Act requiring b(cnefit plans to re-
port details of their operations to the
Department of Labor.

71e son of Teamster President Dan Tobin,
ULLICO President Ed Tobin joined the
company in I927as an agent.

There was also increasing
debate over the form in which
employee benefits were to be
provided - in particular the
trend among benefit plans to
"self-insure ." In many ways,
this debate harkened back to
the struggles of the 1920s and
'30s between insurance manage-
ment and trade union fraternal
benefit programs. ULLICO ar-
gued the virtues of professional
insurance management and
warned against self-insurance -
or "non-insurance," as Presi-
dent Tobin described it.

"The insurance irkdustrv has
not and does not hold that wel-
fare funds must be insured by
insurance companies only,"
Tobin said in 1957. "The insurance in-
dustry does, however, insist that if wel-
fare funds be permitted to self-ijasure
that they be subject to the same in-
surance laws of the various states as are
the insurance companies and thus
operate on a sound actuarial basis and
with the same assurance of complete
protection to their participants ."

Still, these were good years for Union
Labor Life . Operations continued to
expand . In 1956, a branch office .vas
opened in California . Two years later
that office was made Western
Divisional Office and placed under the
direction of Manager Daniel E .
O'Sullivan . The company began offer-
ing individual accident and health
policies . Group dental and prescription
coverages were ofered for the first
time in 1959 . .

The American Standard Life In-
surance Company, an insurance com-
pany founded in 1924 by the Inter-
national Brotherhood of Electrical
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Workers, was purchased and merged
with Union Labor Life in 1957 .

In ULLICO's 31st year of opera-
Lion, 1958, life insurance in force
passed $1 billion and assets were at-
most $35 million .

Group Annuities Arrive
In 1959, the company began to ex-

plore providing pension benefits
through Group Deposit Administra-
tion policies instead of through in-
dividual annuities issued to group
members. When the company first
entered the pension field, it was felt
that the individual approach was the
most secure way of providing benefits,
but demand for consolidated group
policies was rising and it was deemed
advisable to enter this line of business .
Group annuity actuarial and adminis .
tration departments were established
in 1961 .

Group annuity business soon out-



stripped all other forms of pension ac-
tivity. At the end of 1962, group annu-
ity reserves totalled more than $2 .2
million. One year later, they were over
$6 million and represented more than
30% of all company reserves .

Continued growth forced the com-
pany to move again i n 1961 to a mod-
ern air conditioned building at 850
Third Avenue. Daniel E . O'Sullivan re-
turned to the Home Office from the
West Coast to serve as Vice President
and Assistant to the President .

Support for Medicare
' As group health coverage became

more common in the late 1950s and
early '60s, attention shifted to the
health care needs of the elderly. The
AFL-CIO was a strong proponent of a
national health program for the aged
to be operated through the Social
Security system . In 1965, with the pas-
sage of Medicare, these efforts were
successfiil . ULLICO stood almost
alone within the insurance industry in
its support for Medicare .

I
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ULLICO President Rudloph Ellis joined
the company in 1927 as the New York
secretary to Matthew Woll .

F

"ULLICO is proud of its
strong support over the years for
Social Security and Meciicare,
President Tobin wrote in Septem-
ber 1965 . "Through official ac-
tion of our Board of Directors,
Labor's Own Insurance Com-
parry quite properly was the only
major life insurance organization
which consistently spoke boldly
and clearly in support of this nec-
essary and humane program ."

The company began issuing
group vision , extended care and
an expanded range of long-term
disability policies in 1966 . Assets
were at $69 .2 million .

In 1968 , life insurance in force
passed $2 billion and the com-
pany became the largest underwriter of
jointly managed health and welfare
trusts, a position it holds to this day.
Group health premium income was
$115 million . A "new money " policy
was adopted that allocated a higher in-

LABORS ' OWN INSURANCE INSTITUTION
Group and Individual Protection

vestment return to
new pension deposits
as an incentive for
trustees to increase
their holdings with
ULLICO.-

Ed Tobin stepped
down as President of
Union Labor Life in
January 1969 to be-
come Chairman of the
Board. Rudolph Ellis
was ylectcd President.
Ellis had joined the
company in 1927 as
Matthew Woll's New
York secretary . Over
the years he had risen
through the company,
first taking charge of

" ' 'Fl "f 1V the group
operation

and then serving
as Executive Vice
President .

Seven months later, Tobin died of
cancer. He left behind a solid record of
socially responsible insurance practice
and a company positioned to move
into the future . J . Albert Woll, son of
Matthew Woll and a member, of .
ULLICO's Board since 1955, was
elected Chairman . Daniel E . O'Sul-
livan was elected Executive Vice Presi-
dent.

Insurance and Pension
Changes

As the nation prepared to enter the

1970s, pension fund investing began
to play a more prominent role in the af-
fairs of the company. This was seen in
1969 in the introduction of a new Sep-

arate Account that allowed pension
funds to make segregated stock invest- .
meats .

New investment contracts were
developed i n 1970 and 1971 .to make
it easier for pension funds to deposit
money with ULLICO. This included
an Investment Only Contract that gave

20



More than the son of ULLICO's founder, ULLICO
Chairman 1, Albert Woll was General Counsel to the
AFL-CIO and an importantfgure in labor aflain .

trustees control over the timing and .
amounts of deposits without the re-
quirement that annuities be purchased .
The contracts offered a minimum
guaranteed return . Pension fund re-
serves totalled $27.5 million in 1970 .

By the end of 1969, ULLICO was
licensed in 43 states and the District of
Columbia . It maintained 15 offices to
sell ordinary insurance and 22 group
sales and service offices .

The years 1969 to 1971 were dif-
ficult ones . Large health claims due to
increased utilization and continuing
cost inflation led to losses on group in-
surance and a drastic decline in the
company's capital and surplus ac-
counts. Adjustments in rates and
policies were made and group opera-
tions returned to profitability in 1972 .

Major changes were made in the in-
dividual in- surancc de-

partment
in 1972,
with
the

`kl,mt to ,.

YO tr income CLIMII?

TAKE OUR
"LIFE LINE"

of the company 's individual
product or consumer

demand for in-
surance, but
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closing of the ordinary
"branch offices " in favor
of a "general agency" sys-
tem to be based on in-
dividual entrepreneurs .
"This type of operation
will enable the company
to move into markets
which could not pre-
viously support a branch
office type of operation,"
J. Albert Woll told stock-
holders .

Woll admitted that the
short-term ramification'

. of the decision would be
a "flattening" out of the
company's ordinary busi-
ness - then at about $65
million -but held out
the possibility that this
would be more than offset by long-
term growth . This growth was not to
emerge , however, and the volume of
individual insurance would continue to

i decline relative to the rest of the conn-
pany's business.

j The problem was not in the quality

the ability of
the company to
sell the product . This required an
agency sales force. Faced with the
choice between a growing group busi-
ness and the difficult task of recruiting
and managing a nationwide agency
network, the individual insurance side
was bound to lose . Achieving the goal
of a nationwide agency operation re-
mained an objective, but it wasn't until
the mid 1980s that the company once
again returned its focus to achieving it .

New Records
ULLICO's rapid growth continued

through the mid 70s . Year after year,
new records for assets, reserves, life in-
surance.in force, income and earnings
were broken . In 1974, life insurance in
force passed $3 billion. In 1975, assets
topped $200 million .

Passage of the Employee Retire-
ment Income Security Act, ERISA, in
1974 challenged the company, in
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Wall's terms,
"to update
and improve
our pension
products to re-
flect the provi-
sions of the
law as well as
to develop
marketing
strategies de-
signed to take
advantage of
the legislation
and to bring
about the
development
of an ever
greater
amount of
pension business ."

As the company entered its 50th
year of business operation, prospects re-
mained bright . "In our first half cen-
tury, ULLICO has compiled a record
of uninterrupted growth, weathering
the storms of war, depression and
rapid social change to emerge as one of
the country's strongest insurance corn-
panics," Woll told stockholders .

J FOR JOBS® Introduced
A new separate account was intro-

duced in 1976 to channel pension
fund investments,into union-
built construction. As Executive
Vice President O'Sullivan ex-
plained at the unveiling of
Separate Account J - the J
FOR JOBS Account : "Our
friends in labor and manage-
ment . . . asked us to try to
develop an arrangement which
could provide a substantial
means for reversing the current
trends of tmemployment and

lack of union,, construction . It is quite
natural for them to ask us rather than
anybody else in our industry because
there is no other company like The
Union Labor Life Insurance Company
which is totally committed to the busi-
ness of providing security and protec-
tion for' the union member through his
collectively bargained and jointly man-
aged fringe benefit programs."

A pooled mortgage account,
J FOR JOBS

d
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promised developers mort-
gages on to-be-built pro-
jects in exchange for the
agreement that all con
struction would be carried
out by union craftsmen .
Once again, ULLTCO had
proven that good business
decisions coiild be com-
bined with a sense of social
responsibility. The account
was endorsed by the Build-
ing and Construction
Trades Department, as well
as by the AFL-CIO as a
whole .

ULLICO continued to
attract new business . Assets
at the end of 1976 totalled
$312 .3 million, more than

three tines what they had been five
-years earlier. They were to grow by
$100 million a year or more for the
next six years, passing the $1 billion
mark in 1982 .

Responsible Service
Pleased as they were with the com-

pany's growth, ULLICO's leaders
were even more pleased at what it•im-
plied about the services offered . As
Chairman Woll noted in 1980 : "By it-
self, there is no virtue in business
growth. A company is not necessarily
`better' because it is bigger. Rather, a
company must serve its market by accu-
rately perceiving and fulfilling its needs
in the most productive manner
possible and at the lowest cost possible
consistent with institutional strength
and soundness. It is this credo which
'has directed our efforts as we extend
and expand our services to more and
more of the trade union market ."

While not abandoning its wariness
towards self-funded benefits, the cotn-



pany
adopted a'
different
tactic in 1977
and introduced
products to help
plans choosing to
fiend their own bene-
fit payments do so in
an effective and prudent fashion . This
included an Administrative Services
Only contract through which
ULLICO provided claims services,
as well as a Minimum Premium Plan
that offered plans a way to avoid in-
surance premium taxes .

Health costs continued to rise .
'ULLICO agreed early to fund
second and third opinions where'
surgery was recommended,
adding funding for pre-admission
hospital testing in 1977, as well
as support for preventive care
and measures designed to control
overcharging .

A new on-line computerized
group claims payment system
was placed in operation in 1977 .
"The most sophisticated in the in-
dustry;" the system established a

Joining ULLICO in 1950 right out of college, Daniel E .
O'Sullivan rose through the ranks to his present position as
President and CEO.

data processing
standard that has per-
sisted until the pre-
sent .

Through the '70s
and '80s, Union
Labor Life had the
distinction of being
one of the nation's
lowest net cost pro-

viders of group insurance .

Daniel E. O'Sullivan
Elected President

At the end of 1978, Rudolph Ellis
retired as ULLICO President after
more than 50 years of service . He was
appointed to the position of Senior Ad-
visor and has remained a member of
the Board of Directors . Daniel E .
O'Sullivan was elected President .

A subsidiary, Ulico Casualty Com-
pany, was created in 1979 to allow
ULLICO to proceed with new kinds
of group benefits, including group
auto, homeowners and prepaid legal
coverage, as well as to offer errors and
omissions and fiduciary liability in-
surance .

Progress on the

7122 ON LAgoR
LIFE INSURANCE
COMPANY r
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group auto and
homeowners side

was dependent on the passage,of
legislation to allow them to be in-
cluded in negotiated benefit plans .
Hopes for legislation faded in the early
'80s and the company has had to back
off from its plans in these areas .

Fiduciary liability insurance for trust
funds was issued beginning in 1981, al-
though. the limited capital base of
Ulico Casualty and the need for rein-
surance limited the coverage that could
'be offered . Twenty-six policies were is-
sued the first year and 37 the second .

In 1979, two new separate accounts
were created: Separate Account B, in-
vesting in high yield bonds, and Sepa-
rate Account T for short-term money
market investments. The company
began providing portfolio manage-
ment services to pension funds .

Guaranteed Investment Contracts
(GICs), which lock in interest rates for
specified periods of time, were issued
in 1981 . Two additional separate ac-
counts - one for Treasury instruments

j and the other for mortgage-backed se-
curities - were launched in 1983 .

In 1985, pension reserves passed
the $1 billion mark . Today, they total
more than $1 .5 billion .



Back to Washington
Product development, cost contain-

ment and service were primary con-
cerns as ULLICO entered the 1980s .
The trends identified by Ed Tobin in
the 1950s were now iii full play. Esca-
lating health care costs, the movement
towards self-funded benefits and in-
creasing competition demanded new
ways of doing business .

In 1981, the decision was made to
relocate the company's offices back to
the city of its founding, Washington,
DC. "The, labor movement has be-
come synonymous with Washington,
so it is totally appropriate that this city
be headquarters of ULLICO," Woll ex-
plained .

Construction of the 270,000 square
foot home office at 111 Massachusetts'
Avenue, N.W., was completed on
schedule and the building was oc-
cupied in August of 1983. In typical
ULLICO fashion, the site was chosen
in cooperation with the District of
Columbia government for an un-
developed urban renewal area . Thanks
in good part to ULLICO's decision to
locate there, the area is rapidly develop-
ing .

To encourage the maximum nuun-
ber of employees to move with the
company, a relocation program was

Construction of a new Home Office in Washington is symbolic of the aggressive
approach ULLIC() has taken to the 1980s . To better meet the needs of working
people, a wide range of new products and services have been introduced . '

put into effect . Fifty-six percent of
home office employees made the move
to Washington .

Shortly after the move, on June 19,
1984, J . Albert Woll died. President
Daniel E . O'Sullivan assumed the
duties of Chief Executive Officer .

When Al Woll joined the company's
board of directors in 1955, ULLICO
had only slightly more than $25 mil-
lion in assets . At his death, assets
totalled more than $1 .25 billion .

And vet it was not size that mat-
tered to Woll and those who shared
the burden of leadership with him . to
his last report to stockholders, he reaf-
firmed once again the guiding mission
of ULI,ICO: "We have grown because
we never lost sight of the commitment
to responsible service established by
our founders . We have succeeded
where many others have failed because
we never abandoned the principles
upon which we were built. Our goal re-
mains the same today as it was when
we issued our first policy in 1927 : to
guarantee the working men and
women of America
'the highest de-
gree of security
and pro-
tection
and to en-
sure that
the resources
entrusted to us
are used wisely
and responsibly
and in away that
will improve the
lives and well being
of those we are
charged with•serving."

New Forms of Insurance
In the early '80s, research began on

mass marketed insurance products .
These would be supplemental life,
health and disability products offered
through the mail to the members of
trade unions and associations .

"This area of the company's activi-
ties is perfectly suited to our custcun-
ers, the trade unions of America and
their members" the 1982 annual re-
port noted, "since the purpose of mass
marketing is to provide the flexibility
of individual insurance coupled with
cost savings usually associated with
group benefits."

The first mass marketed policies were
issued in 1983. Growth was slow but
steady, as marketing techniques were
refined. At the end of the first year of
business, 16 mass marketing agree-
ments were in force . By 1987, the total
had risen to 59 .



In the group area, life insurance in
force passed $6 billion in 1986 . Group
premium income was more than $528
million and an estimated 2 .5 million
people were covered under group
health policies .

Union Labor Life agreed to under-
write the American Federation of
Government Employees federal health
benefit plan in 1983, opening up
another new field . In 1986, it won the
right to insure a similar plan offered by
the National Association of Govern-
ment Employees .

A comprehensive health cost manage-
ment program, known as ULLICARE,
was introduced in 1984 . Building on
existing efforts, ULLICARE featured a
mandatory second surgical opinion
program, mandatory pre-admission cer-
tification for non-emer-

gency hospital stays, continued stay
review for hospital stays longer than ap

. proved, and major case management
for situations where large claims were
anticipated. By the end of 1986, more
than 60 benefit plans had implemented
all or a portion of the program .

In the mid '80s, ULLICO returned
its attention to individual insurance .
Growth in
this area
had been
non-exis-
tent since

expect to do business , as well as the
development of a network of sales
agents ."

Fiduciary liability insurance for pen-
sion plans became difficult to obtain in
1985 . A number of carriers abandoned
the market, while others raised rates or
imposed restrictions . More than $47 .5
million in capital was transferred from

Union
Labor Life
to Ulico
Casualty
to allow

UNION STANDARD OF AMERICA LIFE INSURANCE COMPANY

the company closed its ordinary offices
in 1972. The bulk of policies were con-
versions from group policies .

In 1985, the Board of Directors ap-
proved the formation of a new subsidi-
ary, Union Standard of America Life

Insurance or USA Life. Incor-

10

poration papers for this
new company, which will
provide the framework
for ULLICO's individual
insurance program, were
filed in early 1987. A new

Universal Life policy
was introduced
in early 1987,
along with

policies for
long-term
care, disa-

bility and
,, . Medicare supple-

ment .
"This is a

long-term under-
taking," Presi-

dent O'Sullivan re-
ported in 1986, "re-
quiring filing and

winning approval in `
each state in which we
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that company to issue fiduciary policies
with limits first of $3 million and then
$5 million .

Where Ulico Casualty had issued
only 76 fiduciary liability policies in
1985, it issued 493 policies in 1986
and 1,378 i n 1987 .

"On the philosophical level," Presi-
dent O'Sullivan told stockholders in
1987, "our expansion into the fiduci-
ary liability area reflects our commit-
ment of service to the labor
movement and our willingness to re-
spond when called upon. On the prac-
tical side, we've also found we can
issue policies in a prudent and re-
sponsible fashion ."

Ulico Casualty began offering a
general union liability insurance pro- `
duct in 1987 . Work began on commer-
cial auto and property insurance for
trade unions .

Third Party Administration
With the movement towards self-

funding growing faster than ever,
ULLICO moved to expand the serv-
ices it offered plans choosing this op-
tion. 1985 saw a "Stop Loss" policy
providing protection in the case of
catastrophic claims .

f



Claims management was another
area that received priority attention . In
1985, a top level management team
was given the assignment of develop-
irig a new, state -of-the- art claims
management system that the company
could use for its own claims operation
as well as market to benefit plans and
outside administrators .

In January 1986 , the company pur-
chased New Systems Inc., a West
Coast third party administrator. This
was followed by the purchase of Ri-
chard Rcese & Associates, a mid-
western administrative services com-
pany. The acquisition of these
companies , the introduction of
ULLICO's new claims management
system , now dubbed ACCLAIM, and
expansion of in-house administrative
capacity gave ULLICO the ability to
provide a wide range of administrative
services to benefit plans . As the com-
pany enters 1988 , plans are underway
to create a new subsidiary to house all
the company's administrative services
operations .

The move to Washington and the,
growth of the company in the '80s
brought major staff changes .

A corporate-wide cf}ort was
launched to educate employees about
the mission of the company. This in-
cluded publication of a "Vision, Cul-
ture, Values" statement in 1986 outlin-
ing the company's commitment to
labor and pledging the full resources of
the company to the task of providing
quality service to America's workers .

Continued growth made reorganiza-
tion necessary . A new holding com-
pany, ULLICO Inc ., was created in
1987 to serve as a parent body for
Union Labor Life, Ulico Casualty,
USA Life, and other subsidiary opera-
tions .

Now a "Family of Companies,"
ULLICO provides a range of services
undreamed of at its founding . With as-
sets of over S1 .7 billion, it ranks
among the nation ' s 100 largest in-
surance companies .

"A lot has changed over the last 60
years," 'President O'Sullivan closed his
1987 annual report, "wars and depres-
sions, booms and busts , good times
and bad. ULLICO has grown and
developed . New products and services
have been introduced ; new arenas for
action have been identified. A fledgling
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idea, horn of the desire to provide
America's workers with some of the .
security they need and deserve, has
been turned into flesh and blood . . . .
But one thing that will never change is
ULLICO's historic and continuing
commitment of service to workers .
That was the reason we were created
some sixty years ago and that is the rea-
son we remain in existence ."

The mission that guides ULLICO
to this very day was set forth at our
founding. For more than six decades
we have been true to that mission. As
we move into the future, it remains the
beacon that lights our way .



ULLICO's Directors ,
From 1927 to the Present
Claude M. Baker 1938-1943

Stanley Ballard 1966-1984

Irvin Barney 1951-1954

John J. Barry
Harry C. Bates

1987-Present

1947-1967

James A. Beha 1932-1944

Ole M. Berge
A. J. Bernhardt

1984-Present

1955-1967

Moe Biller
John Blackburn

1987-Present

1950-1955

Philip Rock 1927-1929

Marvin J. Boede
William J. Bowen

1983-Present

1927

Peter J. Brady 1927-1930

Harvey W. Brown 1939-1949

Kenneth J. Brown
George E . Browne

1973-Present

1935-1940

Leo J. Buckley 1938-1948

Thomas E . Burke 1926-1940

Willard C . Butcher 1960-1967

Sam J. Byers 1950-1955

William F. Canavan 1929-1931
George A. Canary 1956-1957

Edward F. Carlough 1962-1972

Edward J. Carlough

T. C. Carroll
1972-Present

1947-1958

Thomas C. Cashen 1926-1948

William P. Clarke 1927-1932

Leo Cluesmann 1956-1966

Richard W. Condon 1946-1961

Wilfrid T. Connell 1956-1963

James G. Cross 1953-1959

Harold C. Crotty 1958-1983

John DeConcini 1981-1983

Joseph J. Delaney 1959-1962

Leon Deveze 1933-1937
Juel Drake
David Dubinsky

1986-Present

1934-1944

James M. Duffy 1933-1955

Martin P. Durkin 1941-1952

William A. Duval

Peter W. Eller
1987-Present

1954-1969

John M. Elliott 1960-1974

William C . Elliott 1932-1934

Rudolph Ellis
John F. English

1969-Present

1948-1968

Karl F. Feller 1959-1974

Thomas F. Flaherty 1926-1932

Edward Flore 1944

President, Int'l . Typographical Union

Secretary-Treasurer, American Federation of Musicians

President, Brotherhood of Railway Carmen

President, Int'l . Brotherhood of Electrical Workers

President, Bricklayers, Masons and Plasterers Int'l . Union

Former Superintendent of Insurance, State of New York

President Emeritus, Brotherhood of Maintenance of Way Employes

President, Brotherhood of Railway Carmen

President, American Postal Workers Union

President, Amalgamated Lithographers

President, Lithographers' Int'l . Protective and Beneficial Association

President, United Ass'n . of Journeymen & Apprentices of the Plumbing & Pipefitting Industry

President, Bricklayers, Masons and Plasterers International Union

President, Federation Bank and Trust Company

President, Int'l . Association of Machinists

Former President, Graphic Communications Int'l . Union

President, Int'l . Alliance of Theatrical Stage Employees

President, Int'l . Stereotypers and Electrotypers Union

President, United Association of Plumbers and Steam Fitters

Senior Vice-President, Chase Manhattan Bank

President, Laundry Workers Int'l . Union

President, Int'l. Alliance of Theatrical Stage Employees

President, Amalgamated Lithographers

President, Sheet Metal Workers Int'l . Assoc .

President, Sheet Metal Workers Int'l . Assoc .

President, Brotherhood of Maintenance of Way Employes

President, Switchmen's Union

President, American Flint Glass Workers' Union

Secretary, American Federation of Musicians

Attorney

President, Int'l . Photo-Engravers Union

President, Bakery and Confectionery Workers Int'l . Union

President, Brotherhood of Maintenance of Way Employes

President, Bakery, Confectionery and Tobacco Workers Int'I . Union

President, lnt'l Union of Operating Engineers

President, Int'l . Stercotypers' and Electrotypers' Union
President, Int'l . Association of Bridge, Structural and Ornamental Iron Workers

President, Int'l . Ladies' Garment Workers' Union

President, National Brotherhood of Operative Potters

President, Plumbers and Pipefirters Int'l . Union ; U.S. Secretary ofL4bor

President, Int'1 . Brotherhood of Painters and Allied Trades

Chairman, Board of Governors of the Building Trades Employers Association of New York

President, Amalgamated Transit Union

President, Int'l . Alliance of Theatrical Stage Employees

Senior Advisor, Former President, The Union Labor Life Insurance Company

Secretary-Treasurer, Intl . Brotherhood of Teamsters, Chauffeurs, Warehousemen and Helpers

President, Int'l . Union of United Brewery, Flour, Cereal, Soft Drink, and Distillery Workers

Secretary-Treasurer, National Federation of Post Office Clerks

President, Hotel and Restaurant Employees Int'l Union
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Never has an enterprise had leaders such as these.

Thomas E. Flynn 1969-1971

Angelo Fosco
Peter Fosco

1977-Present

1974-1975

William Fredenberger 1966-1974

Frederick W. Gehle 1946-1960

Leo E. George 1934-1961

Robert A. Georgine
Patrick E. Gorman

1981-Present

1971-1980

Richard J. Gray 1928-1946

Peter Grimm 1946-1952
William J. Hall 1963-1972

E.C. Hallbeck 1961-1968

George Hardy 1974-1975

Albert J . Hayes 1950-1965

Edward J . Hillock 1953-1956

James T. Housewright 1974-1977

Charles P. Howard 1929-1937
Orville W. Jacobson 1976-1983

William H . Johnston 1926-1928

John T. Joyce
Joseph D. Keenan

1981-Present

1957-1984

Andrew J. Kennedy 1930-1938

Richard I . Kilroy
Lane Kirkland

1984-Present

1980-Present

1Felix H. Knight
thony L. Krause
J. Kugler
mes La Sala
ward J. Leonard

amen M. Lynch
John H. Lyons
John H. Lyons, Jr.
William D. Mahon
Jeremiah T. Mahoney
James Maloney
Dan V. Maroney, Jr.
George Masterton
Joseph P. McCurdy
Arthur McGinness, Jr.
James F. M. McNulty
William J. McSorley

George Meany
Lenore Miller
Elmer E. Milliman
Lee W. Minton

Thomas F. Murphy

Andrew A. Myrup

Nicholas J. Nolan
James J. Norton

Secretary-Treasurer, Int'l . Brotherhood of Teamsters, Chauffeurs, Warehousemen & Helpers

President, Laborers' Int'l . Union

President, Laborers' Int'l . Union

!'resident, Int'l Brotherhood of Firemen and Oilers

Vice President, Chase National Bank

President, National Federation of Post Office Clerks

President, Building and Construction Trades Dept ., AFL-CIO

Chairman, Meat Cutters & Butcher Workmen

'Treasurer, Bricklayers, Masons and Plasterers Int'l . Union

President, William A . White & Sons

Executive Vice-President, Lithographers and Photo-Engravers Int'l . Union

President, United Federation of Postal Clerks

President, Service Employees Int'l . Union

President, Int'l . Association of Machinists and Aerospace Workers

Secretary-1reasurer, United Ass'n of Journeymen & Apprentices of the Plumbing & Pipe Fitting Industry

President, Retail Clerks Int'l . Association

President, Int'l . Typographical Union

President, Brotherhood of Railway Carmen

President, Int'l . Association of Machinists

President, Int'l . Union of Bricklayers and Allied Craftsmen

Secretary, lnt'l . Brotherhood of Electrical Workers

President, Amalgamated Lithographers

President, Transportation-Communications Int'l . Union
President, AFL-CIO

1935-1950 President, Brotherhood of Railway Carmen

1971-1976 President, Brotherhood of Railway Carmen

1927-1933 General Organizer, Int'l . Union of United Brewery, Flour, Cereal, and Soft Drink Workers

1985-Present President, Amalgamated Transit Union

1960-1984 President, Operative Plasterers' & Cement Masons' Int'l . Association

1926-1928 President, Int'l . Typographical Union

1950-1961 President, Int'l . Association of Bridge, Structural and Ornamental Iron Workers

1962-1986 President, Int'l . Association of Bridge, Structural and Ornamental Iron Workers

1926-1944 President, Amalgamated Association of Street and Electric Railway Employees

1932-1968 Former Justice of the Supreme Court of New York State; Attorney

1926-1960 President, Glass Bottle Blowers' Association

1974-Present Vice President, Executive Council, AFT; CIO, 1979-1981

1942 President, United Association of Journeymen Plumbers and Steam Fitters

1941-1977 President, United Garment Workers

1968-1980 Senior Vice President, Chemical Bank

1968-Present Attorney

1950-1961 President, Int'l . Union of Wood, Wire, and Metal Latherers

1955-1961 President, AFL-CIO

1987-Present President, Retail, Wholesale and Department Store Union

1926-1945 Secretary-Treasurer, Brotherhood of 'Maintenance of Way Employees

1960-1985 President, Glass, Pottery, Plastics And Allied Workers Int'l . Union

1968-1980 President, Bricklayers, Masons And Plasterers Int'l . Union

1926-1942 Secretary-Treasurer, Bakery and Confectionery Workers' Int'l . Union

1984-1986 Secretary-Treasurer, American Federation of Government Employees

1987-Present President, Graphic Communications Int'l . Union
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Lester H . Null, Sr.
George L . O'Brien

1970-Present

1968-1970

I. M. Ornburn 1934-1948
Jos C. Orr 1926
Daniel E. O'Sullivan
William E. Panitz
George W. Perkins

1979-Present

1976-Present

1926-1933

Lawrence M. Raftery 1955-1966
S. Frank Raftery 1967-1984

A. Rex Riccardi 1951-1952

Thomas A . Rickert 1926-1940
William J. Riehl 1939-1949
John E . Rooney 1955-1959
Melvin H . Roots
John W. Rowland

1985- Present

1983-1984

Martin F. Ryan 1926-1934

William F. Schnitzler 1950-1983
Peter T. Schoemann 1957-1966
Ray Schoessling 1980-1983
William Sidell
Morris Sigman

1975-Present

1926-1928

A. L. Spradling 1949-1959
Harry J. Steeper 1954-1955
Sigmund Stern 1932-1948
Luther C . Steward 1926-1931
James A. Suffridge 1959-1974

John J. Sweeney
David Sullivan

1985-Present

1969-1973

Wesley A. Taylor 1962-1972
Hope Thompson 1927-1930

Edmund P. Tobin 1953-1969
Daniel J. Tobin 1928-1947
J . C . Turner
Frederick F. Umhey

1981-Present

1945-1954

Richard F. Walsh
Martin J. Ward

1947-Present

1967-1982

Joseph N. Weber 1926-1949

Arthur O . Wharton 1929-1938
Hunter O. Wharton 1963-1980
Edwin L. Wheatley 1956-1969
C. E. Wheeler 1984-1986
Herman Winter 1944-1950

J. Albert Woll 1955-1984

Matthew Woll 1926-1955
Henry S . Woodbridge
Joseph H. Woodward

1961-Present

1927-1928

William H. Wynn
Max Zaritsky

1978-Present

1945-1958

Eugene Upshaw 1987-Present

Assistant to the President, Glass, Pottery, Plastics and Allied Workers Int'l . Union

President, Brotherhood of Railway Carmen

President, Cigarmakers' Int'l . Union

Secretary-"Treasurer, Int'l. Printing Pressmen's & Assistants' Union

President and CEO, ULLICO Inc .

Retired Vice President, Citibank, NA_

President, Cigar Makers' Intl . Union

President, Brotherhood of Painters, Decorators & Paperhangers

President, Brotherhood of Painters and Allied Trades

First Assistant to the President, American Federation of Musicians

President, United Garment Workers

President, Amalgamated Lithographers

President, Operative Plasterers' and Cement Masons' Int'l Association

President, Operative Plasterers' and Cement Masons' Int'l Association

President, Amalgamated Transit Union

President, Brotherhood of Railway Carmen

Secretary-Treasurer, AFL-CIO

President, United Ass'n . of Journeymen & Apprentices of the Plumbing & Pipefitting Industry

Secretary-Treasurer, Int'l. Brotherhood of Teamsters, Chauffeurs, Warehousemen and Helpers

President, United Brotherhood of Carpenters and Joiners

President, Int'1- Ladies' Garment Workers' Union

President, Amalgamated Association of Street & Electric Railway Employees

Secretary- Treasurer, American Federation of Musicians

President, Stern Brothers & Company

President, National Federation of Federal Employees

President, Retail Clerks Int'l Association

President, Service Employees Int'l. Union

President, Service Employees Int'l Union

Secretary-Treasurer, Int'l . Brotherhood of Bookbinders

Attorney

President, The Union Labor Life Insurance Company

President, Int'l . Brotherhood of Teamsters, Chauffeurs, Stablemen, and Helpers

President Emeritus, Int'L Union of Operating Engineers

Executive Secretary, Int'l . Ladies Garment Workers Union
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REPORT OF INDEPENDENT ACCOUNTANTS

1801 K Street , N .W. Telephone 202 296 0800
Washington , DC 20006

Price Waterhouse

February 26, 1988

To the Board of Directors,
Stockholders and Policyholders
of ULLICO Inc .

In our opinion, the accompanying consolidated balance sheet
and the related consolidated statements of operations, of

changes in unassigned surplus and contingency surplus
reserve , and of changes in financial position present fairly
the financial position of ULLICO Inc . and its subsidiaries
at December 31, 1987 and 1986 , and the results of their
operations and the changes in their financial position for
each of the three years in the period ended December 31,
1987, in conformity with generally accepted accounting
principles consistently applied . Our examinations of these

statements were made in accordance with generally accepted
auditing standards and accordingly included such tests of
the accounting records and such other auditing procedures as
we considered necessary in the circumstances .

PAZ~~ AX&LC4~
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CONSOLIDATED BALANCE SHEET

As of December 31,
(in thousands)

1987 1986

ASSETS Fixed maturity bonds $ 738,887 $ 770,816
Mortgage loans on real estate 203,517 182,073
Real estate (net of encumbrance) 13,176 14,714
Short-term investments 42,743 117,908
Policy loans and other miscellaneous 3,480 3,639

Total Investments 1,001 ,803 1 ,089,150

Cash 4,693 17,867
Investment in affiliates 55,881 25,539
Premiums due and deferred 11,460 17,523
Accrued investment income 15,335 17,882
Federal income tax recoverable 3,614 4,326
Other assets 7,667 8,323
Separate account assets 647,931 452,635
TOTAL ASSETS $1,748,384 $1,633,245

LIABILITIES Reserve for future policy benefits $ 913,919 $ 926,508
Reserve for unearned premiums 4,726 3,823
Policy and contract claims 66,536 62,050
Other policyholders' funds :

Premium deposits and other escrow funds 41,894 86,853
Policy proceeds and dividends on deposit 9,582 9,982
Dividends payable to policyholders 18,978 16,845

Other liabilities :
Notes payable 6,185
Amounts payable for securities purchased 5,109 25,000
Federal income and other accrued taxes 4,956 4,006
Mandatory securities valuation reserve 9,993 6,435
Accrued expenses and other miscellaneous 4,764 8,373
Separate account liabilities 647,931 452,635

TOTAL LIABILITIES 1,734 ,573 1 ,602,510

CAPITAL AND
SURPLUS Capital stock ($25 par value ; 360,000 shares

authorized; shares issued and outstanding 142,308
in 1987 and 130,135 in 1986 ) 3,558 3,251

Contingency surplus reserve 19,005 19,005
Unassigned surplus (8,752) 8,479
TOTAL CAPITAL AND SURPLUS 13,811 30,735

TOTAL LIABILITIES, CAPITAL AND SURPLUS $1,748,384 $ 1,633,245

See notes to consolidated financial statements
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CONSOLIDATED STATEMENT OF OPERATIONS

Year ended December 31,
(in thousands)

1987 1986 1985

INCOME Premiums
Health $ 283,368 $ 261,409 $ 308,576
Annuities and life 138,182 228,377 101,291
Other 2,026 2,723 4,227

Investment income, net 94,145 97,825 96,375
Miscellaneous 3,043 1,984 (2,241 )
TOTAL INCOME 520,764 592,318 508,228

BENEFITS AND
EXPENSES Benefits to policyholders and beneficiaries :

Health 250,626 205,311 256,364
Annuities and life 219,508 197,599 125,792
Other 3,847 1,862 3,482

(Decrease) increase in policy and
contract reserves (11,663) 105,282 43,916

(Decrease) increase in policy proceeds and
dividends on deposit (400) 877 738

General insurance expenses 35,859 40,267 37,423
Commissions 3,044 2,533 2,354
Taxes, licenses and fees 7,850 8,660 9,531
TOTAL BENEFITS AND EXPENSES 508,671 562,391 479,600

Income from insurance and
investment operations 12,093 29,927 28,628

Dividends to policyholders (21,516) (45,549) (24,985)
Federal income tax benefit 3,658 4,097 1,305
NET (LOSS) GAIN FROM OPERATIONS $ (5,765) $ (11,525)-$ 4,948

See notes to consolidated financial statements
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CONSOLIDATED STATEMENT OF CHANGES IN
UNASSIGNED SURPLUS AND CONTINGENCY SURPLUS RESERVE

Year ended December 31,
(in thousands)

1987 1986 1985

UNASSIGNED SURPLUS, BEGINNING OF YEAR $ 8,479 $ 24,745 $ 14,069
Net (loss) gain from operations ( 5,765) (11,525) 4,948

Net realized and unrealized gain on investments 1,899 7,655 234
Transfers (to) from mandatory
securities valuation reserve (3,558 ) 1,972 914

Decrease (increase) in non-admitted assets 716 (1,888) (1,691)
Stockholders' dividends :

Cash (293) (266) (242)
Stock (325) (296) (269)

(Increase) decrease in contingency surplus reserve (11,918) 2,059
Prior period adjustments :

Premium deposits and escrow funds 4,741
Reinsurance assumed ( 9,949)

Other adjustments 44 (18)
Net (decrease) increase (17,231) (16,266) 10,676

UNASSIGNED SURPLUS, END OF YEAR $ (8,752) $ 8,479 $ 24,745

CONTINGENCY SURPLUS RESERVE,
BEGINNING OF YEAR $ 19,005 $ 7,087 $ 9,146

Decrease in group life contingency reserve (2,772) (2,059)

Increase in reserve on property
occupied by the company 14,690

Net increase (decrease) 11,918 (2,059)

CONTINGENCY SURPLUS RESERVE,
END OF YEAR $ 19,005 $ 19,005 $ 7,087

See notes to consolidated financial statements
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CONSOLIDATED STATEMENT OF CHANGES
IN FINANCIAL POSITION

SOURCES
OF CASH Net (loss) gain from operations $ ( 5,765) $ (11,525) $ 4,948

Changes in items not (providing) requiring cash :
Policy reserves (11,663) 105,282 43,916
Dividends payable to policyholders 2,133 (4,855) (249)
Federal income and other accrued taxes 1,774 (2,895) (255)
Premium deposits and other escrow funds ( 44,959) (489) 8,293
Policy proceeds and dividends on deposit (400) 877 738
Policy and contract claims 4,486 (17,420) (22,108)
Accrued investment income 2,547 4,243 (486)
Amortization of discounts on investments, net (4,968) (2,658) (1,757)
Premiums due and deferred 6,063 8,244 14,676
Depreciation 1,305 1,209 1,070
Other, net (2,429) 6,569 3,414

Cash (used by) provided from operations ( 51,876) 86,582 52,200

Prior period adjustment :
Premium deposits and escrow funds 4,741
Reinsurance assumed (9,949)

Proceeds from sale or maturity of investments :
Bonds 256,825 156,313 122,899
Mortgage loans on real estate 24,621 32,870 14,361
Real estate and other 1,338 35 40
Decrease (increase) in due from broker 5,953 (5,953)

Proceeds from mortgage loan on real estate 31,500
Proceeds from note payable 6,175
Decrease in short-term investments 75,165
TOTAL SOURCES OF CASH 302,299 313,253 188,288

USES OF CASH Purchase of investments :
Bonds 215,882 195,320 177,557
Affiliates 32,675 22,500 250
Mortgage loans on real estate 45,930 35,257 2,484
Real estate 518 871 788
Decrease (increase) in due to broker 19,891 (19,004) (5,996)

Increase in short-term investments 64,991 19,401
Purchase of data processing equipment 284 453 399
Cash dividends to stockholders 293 266 242
TOTAL USES OF CASH 315,473 300,654 195,125
(Decrease) increase in cash ( 13,174) 12,599 (6,837)
Cash at beginning of year 17,867 5,268 12,105
CASH AT END OF YEAR $ 4,693 $ 17,867 $ 5,268

See notes to consolidated financial statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS FOR THE
YEARS ENDED DECEMBER 31, 1987, 1986, AND 1985

NOTE 1- THE COMPANY AND REORGANIZATION

ULLICO Inc. (the Company), a holding company, was incorporated in Maryland on October 9, 1987 . During 1987,
a reorganization was effected whereby all shares of capital stock of The Union Labor Life Insurance Company
(Union Labor Life) were exchanged for equal shares of ULLICO Inc ., resulting in Union Labor Life becoming a
wholly-owned subsidiary of ULLICO Inc . Union Labor Life was founded in 1925 by officials of the American
Federation of Labor to provide insurance protection to union members at the lowest possible cost .

The ownership of the Company's capital stock is confined primarily to labor organizations and their members .
Under the Company's by-laws, stockholders cannot sell or transfer their shares without first offering such shares
to the Company for purchase at $25 per share . It has been the practice of the Company, and of Union Labor Life
previously, to purchase all such shares and to resell them to labor organizations or to individuals affiliated with
the labor movement at $25 per share .

NOTE 2 - BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The Company's operating methods conform substantially to the operating practices of mutual life insurance
companies . Accordingly, the accompanying consolidated financial statements (presented for ULLICO Inc . for 1987
and for Union Labor Life for 1986 and 1985) have been prepared in conformity with generally accepted accounting
principles and reporting practices of mutual life insurance companies, and on the basis of accounting practices
prescribed or permitted by the Maryland Insurance Division . The consolidated financial statements include the
accounts of ULLICO Inc. and its wholly-owned subsidiaries after elimination of intercompany balances and
transactions for all consolidated subsidiaries (see item c below) . The significant accounting policies are as follows :

a. Investments are carried in accordance with methods prescribed by the National Association of Insurance
Commissioners (NAIC) . Bonds are stated at amortized cost . Mortgages are stated at amortized indebtedness .
Short-term investments are valued at cost or amortized cost . Policy loans are valued at the aggregate of
unpaid balances .

b. Real estate as of December 31, 1987 and 1986 is reflected net of accumulated depreciation totalling
$2,965,000, and $2,068,000 respectively, and of encumbrances of $31,293,000 and $31,500,000,
respectively (bearing interest at 9 .25% and payable in monthly installments of $259,000 over ten years with
a lump sum principal payment of $28,254,000 due January 1997) . During 1986, the Company made an
adjustment of $14,690,000 to the carrying value of its real estate investment to reflect an increase in the
market value of the Company's main administrative office property . This adjustment was approved by the
Maryland Insurance Division and has been presented as an unrealized gain on investments forthe year ended
December 31, 1986. A contingency surplus reserve of $14,690,000 has been established as required by
the Maryland Insurance Division . The carrying value of real estate other than land is being depreciated over
an estimated useful life of fifty years. Depreciation expense for 1987, 1986, and 1985 was $897,000,
$751,000 and $633,000, respectively .

c. Investment in affiliates represents three wholly-owned subsidiaries (Ulico Casualty Company, U .S.A. Life
Insurance Company, and Union Investment Services Company) stated at net equity as determined in
conformity with state insurance statutes . The 1986 unrealized loss from affiliates (see Note 4) includes an
addition of $4,900,000 to non-admitted assets of the affiliates as statutorily determined . Dividends received
by the Company from these wholly-owned subsidiaries are included in investment income and are payable to
the extent that certain minimum capital requirements are met by the subsidiaries .

d . Reserves for life insurance policies are maintained principally on the Net Level Premium Method and the
Commissioner's Reserve Valuation Method and are based on mortality tables and interest rate assumptions
prescribed or permitted by the Maryland Insurance Division . Annuity reserves consist principally of liabilities
for group pension funds . These funds are deposited on behalf of groups primarily to provide immediate and
future retirement benefits to group members .

e. A mandatory securities valuation reserve is established in accordance with NAIC guidelines to stabilize
unassigned surplus from fluctuations in the market valuation of securities and is reported as a liability.
Changes in the reserve are accounted for as direct increases or decreases in unassigned surplus .

f . Premiums are recognized as income over the premium paying period of the policies . Commissions and other
costs of acquiring the policies are charged to operations as incurred .
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g. Claims are expensed as incurred. The Company accrues a liability for unreported and unpaid health claims
based upon a projection of historical payment patterns and anticipated cost trends .

h . Dividends allocated to participating policies are determined by means of a formula which establishes the
Company's dividend scale for the following year with respect to each group of policies . In general, the scale
reflects the relative contribution of each group of policies to the Company's results of operations . A liability
for the dividends to be paid or credited to policyholders during the following year on the anniversary date of
the policies is established at each year end .

i . Federal income taxes relating to the current year are charged to operations as incurred . Adjustments of prior
year income tax liabilities are credited or charged to surplus currently .

j . Certain assets designated as "non-admitted assets" are not included in the balance sheet .

k. Contingency surplus reserves include group life and separate account contingency reserves of $1,115,000
for both 1987 and 1986, calculated as required by the Insurance Department of the State of New York . A
group accident and health contingency surplus reserve of $3,200,000 for both 1987 and 1986 was provided
at the discretion of management .

I . Dividends on capital stock are paid as declared by the Board of Directors out of accumulated surplus allocated
to stockholders . The allocation is limited to a maximum of 10% of each year's net gains before dividends .

m. Certain items relating to prior years have been recorded net of tax effect as adjustments to unassigned
surplus. During 1987, an adjustment of $9,949,000 was recorded as a direct charge to surplus to reflect a
misstatement of prior years' reinsurance activity assumed . During 1985, an adjustment of $4,741,000 was
recorded as a direct credit to surplus to reflect an overstatement of the liability for premium deposits and
other escrow funds as of December 31, 1984 .

n. For comparative purpose certain prior year items have been reclassified .

NOTE 3 - INVESTMENT INCOME
Net investment income, computed in conformity with the procedures of the National Association of Insurance
Commissioners, is as follows :

As of December 31,
(in thousands)

1987 1986 1985
Income from unaffiliated investments

Interest on bonds and notes $75,842 $77,466 $77,988
Interest on mortgage loans 19,386 19,446 19,261
Real estate (net of interest on encumbrance) 2,293 4,458 3,155
Other income 3,006 2,286 1,694
Investment expenses (8,882) (7,031) (5,723)

Total income from unaffiliated investments 91,645 96,625 96,375
Dividends from affiliates 2,500 1,200
Net investment income $94,145 $97,825 $96,375

NOTE 4 - ANALYSIS OF REALIZED AND UNREALIZED GAINS AND (LOSSES)

1987

As of December 31,
(in thousands)

1986 1985
Realized gain (loss) on securities

(principally fixed maturity bonds) $3,025 $(2,214) $(21)
Federal income tax imputed X1,129}
Net realized gain (loss) 1,896 _ 2( 214)
Unrealized gain (loss) on :
Fixed maturity bonds 1,151 290 (145)
Investment in affiliates (1,148) (5,111) 642
Real estate 14,690

Total unrealized gain 3 9,869 497
Net realized and unrealized gains on investments $1,899 $7,655 $234
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NOTE 5 - SEPARATE ACCOUNT BUSINESS
The financial statements for 1987 and 1986 include the assets, liabilities, and surplus of the Company's
Separate Accounts . Separate Account assets are valued in accordance with the guidelines established by the
National Association of Insurance Commissioners . In 1987 and 1986 the Company received $269,934,000 and
$218,339,000 respectively, in Separate Account deposits . None of the income or expenses related to the
Separate Accounts is included in the consolidated statement of operations or of changes in unassigned surplus
and contingency surplus reserve . Separate Account funds are primarily provided by group pension clients . The
funds are invested in equity securities, mortgages, publicly traded bonds and short-term securities .

NOTE 6 - FUTURE POLICY BENEFITS
Future policy benefits consist of the following reserves determined using statutory valuation standards :

As of December 31,
(in thousands)

1987 1986
Life insurance $14,146 $39,820
Annuities :

Fund accumulations at guaranteed rates 423,895 393,800
Fund accumulations at earned rates 431,897 454,057
Other 37,315 32,334

Miscellaneous 6,666 6,497
Total reserve for future policy benefits $913,919 $926,508

NOTE 7 - REINSURANCE
Assumed

Through 1987, the Company was committed to a reinsurance agreement whereby it assumed activity under three
group life and health policies . Specific policies under the agreement were terminated on their anniversary dates
in 1986 and 1987. The Company recorded losses under this agreement in 1987 totaling $10,865,000, which
included $9,949,000 recorded as a direct charge to surplus to reflect a correction of reinsurance activity
misstated in previous years. Liabilities recorded under this agreement totalled $4,117,000 and $8,197,000 at
December 31, 1987 and 1986, respectively .

The Company assumes group life and health insurance under certain other reinsurance agreements . Premiums
and net losses (gains) assumed under these policies totalled $15,617,000 and $1,237,000 for 1987,
$15,627,000 and $191,000 for 1986, and $9,891,000 and ($51,000) for 1985 . Year end liabilities assumed
under these policies totalled $4,582,000 in 1987 and $4,216,000 in 1986 .

Ceded

During 1987, the Company entered into a reinsurance agreement whereby, for consideration totalling
$22,257,000, it ceded a block of group life insurance business with statutory reserves and pending claims of
$26,432,000 at December 31, 1987 . The Company recognized a $4,175,000 gain from this transaction resulting
from the excess of statutory reserves ceded over consideration received .

The Company cedes group life and health insurance undercertain other insurance agreements, including amounts
ceded to wholly-owned subsidiaries through 1987 . Activity under these agreements is not considered significant
to the financial statements of the Company.

NOTE 8 - INCOME TAXES
a. The $3,658,000 Federal income tax benefit for 1987 represents $1,129,000 of taxes imputed on capital

gains, as well as amounts due primarily from an unconsolidated affiliate, Ulico Casualty Company, for its use
of the Company's net operating loss in offsetting taxes payable on a consolidated basis . The $4,097,000
Federal income tax benefit for 1986 represents the carry-back to prior years of 1986 capital and ordinary
operating tax losses . The $1,305,000 Federal income tax benefit for 1985 represents the carry-back to prior
years of ordinary operating tax losses in 1985 offset by $155,000 of minimum taxes payable on tax preference
items realized in 1985. At December 31, 1987, the Company had approximately $31,000,000 of operating
loss carry-forwards available to offset future taxes payable through 2002 . Below is a reconciliation of Federal
income tax (benefit) expense at the statutory rate to the provision for Federal income tax benefit for the years
ended December 31, 1987, 1986 and 1985 .
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Year ended December 31,
(in thousands)

1987 1986 1985
(Loss) gain from operations after dividends to
policyholders and before Federal income taxes $( 9,423) $(15,622) $3,643
Federal income tax (benefit) expense @ 40% (46%
for 1986 and 1985) $(3,769) $(7,186) $1,676

Permanent differences :
Dividends received deduction ( 1,019) (577) (25)
Tax exempt interest income (159) (89) (29)

Timing differences :
Nondeductible net operating loss carry-forward 3,233 6,875
Net operating loss used to offset tax on capital gains ( 1,129)
Excess tax depreciation (606) (1,271) (1,425)
Difference between increase in tax reserves

over increase in statutory reserves (1,006) (633) 323
Change in tax accounting method for dividends

to policyholders (454) (523) (523)
Other items 1,251 (693) (1,302)

Federal income tax benefit $( 3,658) $(4,097) $(1,305)

b. The Company's Federal income tax returns for the years 1976 through 1980 have been examined by the
Internal Revenue Service (IRS). During 1984, the Company reached a tentative settlement with the IRS on
certain of the adjustments proposed as the result of the examination and has recorded a related liability of
$3,000,000 for the anticipated net amount payable .

The Company and the IRS have not reached agreement on one matter relating to the deduction for Federal
income tax purposes of reserves with respect to a minimum premium group accident and health policy which
the Company assumed under a reinsurance contract . The IRS proposed adjustments, if sustained, would
result in additional income taxes at December 31, 1987 of $8,400,000 plus $12,000,000 of interest, which
continues to accrue . The Company has received an adverse Technical Advice Memorandum from the IRS on
the issue, and has been denied a request for prospective application of the IRS position . The Company
intends to litigate the issue in the Tax Court when and if amounts are assessed by the IRS . While legal
counsel believes that the Company has a very substantial basis for its position, counsel is unable to predict
how the issue will ultimately be decided . It is the present opinion of management that the ultimate
determination of the adjustments of taxable income from this matter will not have a material effect on the
financial position of the Company . The Company's Federal income tax returns for the years 1981 through
1984 are currently under examination by the IRS .

NOTE 9 - RETIREMENT PLAN
The Company has a defined benefit pension plan covering all of its eligible employees and follows a policy of
funding pension costs as accrued . The pension plan became fully funded in 1986 and no pension expense was
incurred in 1987 . Pension expense for the years ended December 31, 1986 and 1985, was approximately
$414,000 and $1,634,000, respectively.

a. Benefit and asset information relating to the pension plan, which assumes a 6 .0% rate of return, is as follows
as of the most recent valuations available : As of January 1,

(in thousands)
1987 1986 1985

Actuarial present value of plan benefits :
Vested benefits $20,007 $19,038 $19,360
Non-vested benefits 5,858 4,312 5,387

Total actuarial present value of plan benefits $25,865 $23,350 $24,747

Plan assets $31,835 $27,815 $26,809

b. As of January 1, 1986, the Company changed its method of valuing plan assets from current market value to
a five year average market value, resulting in a $4,306,000 decrease in the stated value of plan assets .
Additionally, the determination of normal cost was changed from a fixed dollar approach to a percentage of
salary approach, resulting in a $3,553,000 decrease in actuarial present value of accumulated benefits as
of January 1, 1986 .
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NOTE 10 - COMMITMENTS

The Company leases its previous home office space and its branch operation office space under agreements
expiring through 1992 . A portion of the previous home office space not utilized by the Company is subleased and
proceeds therefrom reduce rent currently . At December 31, 1987, minimum future obligations on operating leases
approximate $2,600,000 annually through 1992, after giving effect to sublease commitments approximating
$2,800,000 annually.

Rental expense , including rent imputed on property owned by the Company, approximated $6,225,000 in 1987,
$5,554,000 in 1986, and $6,538,000 in 1985 .

During 1987, the Company entered into a sale-leaseback agreement , whereby certain fixed assets were sold
resulting in a $900,000 gain . The Company is committed to annual payments under the agreement of $607,000
through 1992 .

On December 30, 1987, the Company borrowed $6,175,000 under a bank note bearing interest at 10% and due
January 13, 1988.

Through a private placement offering effective February 22, 1988, the Company has received initial proceeds
from the sale of notes maturing in eight to twelve years bearing interest rates of 9 .3% to 9.5%, payable
semi-annually. The Company intends to offer a maximum of $50,000,000 of notes under this offering .
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ULLICO Sales and Service Offices

Atlanta 2310 Parklake Drive, Suite 300, Atlanta, GA 30345 404/493-1873

Boston 220 Forbes Road, Suite 204, Braintree, MA 02184 617/848-7474

Chicago 2603 West 22nd Street, Suite 15, Oak Brook, IL 60521 312/574-2288

Cincinnati 250 East 5th Street, 15th Floor, Cincinnati, 011 45202 513/762-7636

Dallas 13355 Noel Road, Suite 549, Dallas, TX 75240 2 14/991-8377

East Hartford 11 1 Pitkin Street, East Hartford, CT 06108 203/282-0111

Los Angeles 2975 Wilshire Boulevard, Suite 531, Los Angeles, CA 90010 213/387-5181

Minneapolis 7645 Metro Boulevard, Minneapolis, MN 55435 612/830-1383

New York 850 Third Avenue, New York, NY 10022 212/752-5200

Philadelphia 1801 Market Street, Suite 1000, Philadelphia, PA 1910 3 215/557-6795

San Francisc o 870 Market Street, San Francisco, CA 94102 415/391-4554

Seattle 2815 Second Avenue, Suite 501, Seattle, WA 98121 206/448-8554

Washington, DC 815 15th Street, N.W., Suite 1102, Washington, DC 20005 202/783-8288

New Systems Inc . 622 1 Gearv Boulevard, Suite 300, San Francisco, CA 941 21 415/387-2110

New Systems Inc . 2975 Wilshire Boulevard, Suite 530 , Los Angeles, CA 90010 213/381-5024

Reese & Associates 7645 Metro Boulevard, Minneapolis, MN 55435 612/835-7035






