
11
1

1

Z

FEBRUARY 16, 1987

'business
nsurance
Reporting weekly for corporate risk, employee benefit and financial executives / $1.75 a copy; $68 a year Crain Communications Inc. All rights reserved

© Entire contents copyright 1987 by

Godsend or gamble?
Critics question security
of municipal program

By DOUGLAS McLEOD

insurance and fund the self-insured portions of the rein-
surance program; and to cover MMRMA's expenses.)

• The scope of the commercial reinsurance coverage.
Portions of the commercial reinsurance program may
carry exclusions and coverage restrictions of which some
MMRMA board members-officials of participating mu-
nicipalities-are unaware. The exclusions were found in
reinsurance documents obtained by Business Insurance
and interviews with participating reinsurers.

MMRMA officials maintain that several such restric-
tions-including a sunset clause that phases out reinsur-
ance coverage after three years-have not actually been
agreed to, though reinsurance cover notes obtained by
Business Insurance include the restrictions and one rein-

surer confirms that the restrictions are part of the terms of
at least one of MMRMA's four reinsurance layers.

• Discrepancies in the explanations by various
MMRMA representatives of how the program works.

• The adequacy of MMRMA's
underwriting practices. Rival
agents accuse MMRMA of issuing
"lowball" quotations with little
underwriting information.

In the course of a nine-month

investigation, Business Insurance
has also learned that at various

times between 1984 and the pres-
ent, portions of the reinsurance
covering MMRMA and three sis-

$10 ter liability insurance programs
million were retroceded to an offshore
($50,000 reinsurer owned by several indi-
retention)

viduals involved in servicing
MMRMA. One of these is Wade

Waterman, president and owner
of Governmental Risk Managers
Inc., MMRMA's management

company.
MMRMA's retrocessions to Ber-

$3 muda-based Cove Marine Insur-
million ance Co. Ltd. were not disclosed

($500.000
retention) to the program's directors, Mr.

Waterman said.

The MMRMA board had pre-
viously decided against using
Cove as a direct reinsurer because

it would not have "looked right,"
according to Gerald Buckless,
county representative for Living-

Graphic: ston County and an MMRMA
Amy Palmer director.

Upon learning that Cove was
used as a retrocessionaire, Mr. Buckless expressed sur-
prise, but he did not accuse Mr. Waterman of any wrong-
doing.

Mr. Waterman-who is responsible for arranging the
MMRMA's reinsurance along with broker Stewart Smith
Intermediaries Inc. in New York-denied any conflict
of interest in using Cove Marine, explaining that Cove was
used only as a stop-gap measure while other reinsurance
was sought (see story, page 69).

Mr. Waterman and MMRMA directors also dismiss the

other doubts voiced by the program's detractors, main-
taining that MMRMA's reserves are adequate and that its
participation in the reinsurance program is fiscally sound.

MMRMA's loss experience is better than that of com-
mercial municipal liability insurers, in part because of ex-
tensive risk management efforts and incident reporting
procedures that alert MMRMA early to the existence of

Continued on page 58

LIVONIA, Mich.-A huge municipal self-insurance pro-
gram in Michigan-serving 252 public entities and col-
lecting an estimated $25 million in member contributions
this year-is praised as a godsend by most of its members,
but is criticized as potentially shaky by some competitors
and consultants.

For many cities and counties in the state, the Michigan
Municipal Risk Management Authority has been the best
answer to the seemingly insoluble problem of finding
municipal liability insurance.

While commercial insurers have

abandoned the Michigan munici- How two Michigan municipal
pal market or imposed severe programs stack up
coverage restrictions and huge
rate increases, MMRMA has filled
the void with broad coverages,
policy limits far higher than those
available elsewhere and-in many
cases-lower premiums than

those quoted by competitors.
Some municipalities have no

real alternative and MMRMA- 580 $15.3

formed in 1980-is not just the mmloW
$14.1

best, but the only practical million'

choice, since coverage written by
commercial insurers is too re-

strictive or too expensive and mu-
nicipalities are afraid to fully
self-insure.

Members generally praise the 252'

program, reporting no problems
with claims handling and little
concern with the way MMRMA is
managed.

However, several critics-in-

cluding insurance consultants, Members 1986 loss Maximum

rival agents and even some contributions' liability limits

MMRMA members-express con-  Michigan Municipal Risk Management Authority
cerns about the program, includ- -1 Michigan Municipal League
ing: ' Excluding MMRMA associated programs.

• The extent to which MMRMA

retains risk. MMRMA provides 3 June 30 hical yearto, MMRMA: Dec. 31 liscal yearfor MML
limits of up to $ 10 million per oc-
currence with no aggregate in ex-
cess of the typical member's self-insured retention of
$50,000 per occurrence.

During MMRMA's 1984-85 fiscal year, all risk excess of
members' self-insured retentions was ceded to commercial
reinsurers.

Since then, however, MMRMA has itself assumed por-
tions of each of the four layers comprising the reinsurance
program and currently self-insures about 47% of the $10
million limit above members' retentions.

• The reliability of MMRMA's loss statistics and the
adequacy of its reserves for incurred-but-not-reported
losses.

For the 1985-86 fiscal year, MMRMA set aside
$594,727-or about 3.9% of total member loss contribu-
tions of $15.1 million-to cover IBNR claims within the
members' retenti6ns. (Loss contributions are the equiva-
lent of gross written premiums, and are used to fund loss
within a member's retention; to purchase commercial re-

update

MIG debtholders offer

$50 million capital infusion
LOS ANGELES-Mission Insur-

ance Group Inc. debtholders are
willing to infuse an estimated $50
million into Mission American In-

surance Co. in an attempt to re-
move the insurer from state con-

servatorship.
Discussions concerning the infu-

sion will continue between the

debtholders-led by investor Mar-
tin J. Whitman of M.J. Whitman &

Continued on next page

lEA syndicates
cease writing
until March 1

By DOUGLAS McLEOD

MIAMI-Syndicates on the Insurance Exchange of the
Americas will not write any direct insurance or reinsurance
business for the remainder of the month, while exchange and
regulatory officials assess the impact on several syndicates of
a number of loss-ridden reinsurance treaties.

At the urging of Florida Insurance Commissioner Bill
Gunter, the IEA board of governors voted last week to stop
writing all new and renewal business
until March 1. ,-=1.9,1111/

The exchange's board earlier this ·
month had voted to discontinue only as- .YMBQ:,1
sumed treaty reinsurance underwriting ..Al....
(BI, Feb. 9). ....Of ni.

Meanwhile, a Florida state judge has .../.V..
ordered four syndicates managed by , 
Daum Management Inc. to show cause ....1....
why they should not be placed in court-
supervised rehabilitation.

Three of the syndicates-Syndicate One Inc., Syndicate
Two Inc. and Syndicate Three Inc.-had earlier been ordered
into rehabilitation by the exchange board.

The Florida Insurance Department, however, filed peti-
tions for court-supervised rehabilitation for the three syndi-
cates, as well as for Syndicate Four Inc., also managed
by Daum.

Syndicates One, Two and Three may be insolvent by as
Continued on page 81

Congress expected
to act on Medicare

By JERRY GEISEL

WASHINGTON-With support coming from all parts of
the political spectrum, Congress is virtually certain to pass
legislation this session to protect retirees from catastrophic
health care bills, experts say.

Congressional passage of an expanded Medicare program
to reduce the vulnerability of the elderly to enormous medi-
cal and hospital bills is "as close to a slam-dunk in the legis-
lative process as you ever will see," says Rep. Fortney (Pete)
Stark, D-Calif.

Increasing Medicare benefits would be advantageous to
many employers since their retiree health care costs would
presumably be lowered if Medicare pays a larger share of
retiree medical bills.

However, some benefit observers note that employers could
wind up footing part of the cost required to expand the Medi-
care program, while others note that enactment of Medicare
legislation could focus congressional attention on other
health care proposals that are opposed by employers.

In recent weeks, congressmen and Reagan administration
officials have been almost tripping over one another unveil-
ing and crafting catastrophic retiree health care proposals.

For example, Rep. Stark, chairman of the House Ways and
Means Health subcommittee, and ranking minority member
Rep. Willis Gradison, R-Ohio, will introduce legislation later
this month to expand Medicare so that a beneficiary's annual

Continued on page 74
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update California courts disagree
Mission American plan offered on retroactivity of Prop 51Continued from previous page
Co in New York-and the California Insurance Department Insur-

By ROBERT A. FINLAYSON Proposition 51 that conflicted with the 1st Districtance Commissioner Roxani M Gillespie says the department is re-
ceptive to any plan to funnel money into Mission American Court's decision, instructing the appellate court to

The department placed Mission American under state control two LOS ANGELES-The California Supreme Court see that decision
may decide whether Proposition 51 should be appliea However, because of the conflicting appellate court

1

weeks ago, at the same time lt requested permission to liquidate
Mission Insurance Co, which had been in conservatorship since retroactively now that two state appellate courts have decisions, the four Southern California counties in the

October 1985 (BI, Feb 9) issued differing opinions 1st District must follow the Evangelatos ruling, while

The bondholders, which own a majority of MIG's unsecured notes The 2nd District Court of Appeal m Los Angeles the 12 Northern California counties in the 1st District
ruled Feb 4 in Gregory Evangelatos vs Student Sci- must apply the Russell opinion Courts outside theand debentures, are "certainly willing to make Mission American a
ence Service Inc that Proposition 51-which elimi- 1st and 2nd Districts can choose to follow either opin-viable concern," says Mr Whitman He says he and his associates

now holds 54%, or about $38 million, of MIG's unsecured debt nates the application of joint and several liability to ion
non-economic damages in third-party lawsuits-can A decision by the Supreme Court would end thisDespite the negotiations, questions about the company's fate re-

main unanswered be applied to all lawsuits pending when the ballot mi- statewide legal controversy over the application of
tiative was approved by voters on June 4, 1986 Proposition 51 to thousands of tort lawsuits nowFor example, many of MIG's current 1,100 employees are ex-

pected to be laid off shortly, though no firm decision has been Failing to apply the initiative retroactively would pending in California trial courts Attorneys in the

reached "We're all here-waiting," MIG Treasurer Richard F Ting "frustrate" voters' intentions and would not produce a state say that potentially millions of dollars in non-ec-

said last week windfall cf profits for insurers, the 2nd District Court onomic damages are at stake in these suits 1

ruled The central issue in the debate over Proposition 51'sMs Gillespie says the department hopes to retain as many em-
ployees as possible at various MIG insurers to assist in day-to-day That decision directly conflicts with an opinion is- applicability to pending lawsuits is whether California

operations sued in September by the 1st District Court of Ap- voters intended for the initiative to take effect imme-

Also to be decided lS whether Mission American will resume peal in San Francisco, which ruled in James Russell vs diately and apply to lawsuits already filed, or at some

underwriting It stopped writing new and renewal business Jan 30 Asbestos Clatms Facility that Proposition 51 can be point in the future when cases filed after its enact-,
applied only to causes of action that arise after the ment reached trial

Greater health coverage sought initiative's effective date (BI, Sept 29, 1986) In its ruling, the 2nd District Court said lt found
It is widely expected that the state Supreme Court, "unpersuasive" the 1st District Court's argument that

WASHINGTON-The Reagan administration will ask the Trea- once three vacancies are filled, will review the Evan- Proposition 51 could be applied only to causes of ac-

sury Department to study the impact of barring employers from gelatos case to resolve the conflict between the appel- tion arising after ltS effective date due to the absence

taking full tax deductions on their health care costs if they do not
late courts of any affirmative indication of intended retroactivity

offer coverage for catastrophic illnesses In September, the high court refused to review the in the proposition
1st District's ruling in the Russell case, leaving that The Russell decision "frustrates the legislative willIn addition, the administration announced late last week that it

will help states develop proposals to require employers to offer decision as the controlling rule of law in the state s of the voters" by postponing the effect of Propo-

catastrophic coverage in their group health plans trial courts (BI, Nov 10,1986) The Supreme Court sition 51 for several years, the court said
also remanded to the appellate court in Los Angeles The court also re]ected as "grammatically and logi-As part of ltS effort to expand health care coverage, the adminis-
for reconsideration two Superior Court rulings on Continued on page 80tration also said lt will work with states to craft proposals to form

subsidized pools to provide health insurance for high-risk, unin- 1
sured individuals The administration did not specify who should
subsidize the pools Court divides Syndicates not paying

And, the administration lS asking the Treasury Department to
study whether the tax code should be modified to allow the with-
drawal of funds from Individual Retirement Accounts to pay for defense costs runoff policy claims
long-term care expenses or to establish so-called Individual Medi-
cal Accounts to pay for long-term care expenses among insurers

The administration, joining a growing drive in Congress, also will By CAROLYN ALDRED and STACY SHAPIRO
propose legislation to expand Medicare to give the elderly more By STEPHEN TARNOFF LONDON-Lloyd's of London syndicates managed by RHMprotection from catastrophic health costs (see story, page 1)

However, much to the disappointment of business lobbyists, the Outhwaite (Underwriting Agencies) Ltd are refusing to pay as- ,
SAN FRANCISCO, Calif -Kai-

administration made no recommendation on whether employers bestos-related losses on runoff reinsurance policies written for other
ser Cement Corp 's excess liability

should be given special tax incentives to prefund their retiree Lloyd's syndicates
insurers must share defense costs

health care plans Lloyd's underwriter Richard Outhwaite, the market's leading ,
with the company's primary in- runoff reinsurance underwriter for Lloyd's syndicates, says he is re-
surer for claims stemming from a

American Home cancels offer fusing to pay the claims until he receives more information about i
1980 loss exceeding $60 million, a the underlying policies, which cover asbestos risks
state appellate court says

NEW YORK-American Home Products Corp has withdrawn its Lloyd's syndicates reinsure long-tail liability risks to close their 1
In a decision beneficial to Oak-

offer to purchase drug manufacturer A H Robins Co Inc , pay all annual accounts under Lloyd's three-year accounting system The j
land, Calif.-based Kaiser and its

Dalkon Shield claims and bring Robins out of reorganization underwriters and reinsurers estimate the amount of outstanding lia-
primary insurer, Truck Insurance

American Home said last week lt withdrew the proposal due to bilities and the runoff reinsurers establish a premium for these run-
Exchange, the California ist Dis-

difficulties in negotiations "During the course of discussions with off policies based on that estimate
trict Court of Appeal rejected van-

the interested parties, uncertainties surrounding the situation have But, sources in London say asbestos claims may be coming Into 1
ous arguments by Kaiser's excess the market much more quickly than the Outhwaite syndicates an-not been clarified to our satisfaction," the company said A com- insurers on why they should not

pany spokesman would not elaborate ticipated, particularly since Lloyd's underwriters signed the land-
have to pay defense costs

A Robins spokesman said the withdrawal came as surprise "We mark Wellington Agreement, which created an out-of-court mecha-
The decision affirms a 1983 state

nism for settling asbestos claims A total of 7,000 asbestos cases jwere surprised We really were," the spokesman said "Negotia- Superior Court decision that also have been settled by the Asbestos Claims Facility since it was estab-tions were going forward pretty steadily " found Kaiser's excess insurers li-
American Home's proposal called for the acquisition of Robins on

lished
able for defense costs

a tax-free basis to Robins shareholders and the creation of a "sub- Mr Outhwaite said lt lS possible other syndicates also may refuse
Of the excess insurers litigating

stantial trust fund" for the benefit of Dalkon Shield claimants that to pay on runoff policies
the issue, only Transcontinental

would have resolved all claims (BI, Feb 9) "The degree of foreseeability lS the essence of the matter, and the !
Insurance Co does not have to pay same issues are involved in a number of runoff policies written in 1

Asbestos ADR facility planned
additional amounts because its

that period," Mr Outhwaite said "A syndicate can only give an in-
policy provided that defense costs formed estimate of what claims may occur and it is that informed {
were included in policy limits, estimate we have called into question "PRINCETON, N J -The board of directors of the Asbestos which were exhausted by indem-

Claims Facility has unanimously approved an "initial national al- The Outhwaite syndicates' refusal to pay the runoff claims could 1
nity payments, the court said produce huge underwriting losses for several Lloyd's syndicatesternative dispute resolution agreement" that seeks to handle as- Continued on page 82 For example, members of syndicates managed by Stewart &bestos claims out of court

Contznued on page 76 Lawrence Fitzpatrick, vp-law for the facility, said last week the
program initially is intended to reach claimants who have the
greatest need for compensation and who have had lawsuits pending
for the longest period of time inside

If the program proceeds satisfactorily, as anticipated, lt will be
expanded to include additional claimants, he said Information on 1* As employers plot their strategy to control the latest departmentsthe ADR procedures will be released within the next two weeks

surge in health care costs, they must keep tri mind that
The program's start-up will be dictated by the plaintiffs' re-

communication is one of the keys to benefit cost contain-
sponse, Mr Fitzpatrick said, adding that the facility should be Around the states 20

ment, this week's editorial stresses PAGE 8
processing claims within a few months "We anticipate a mixed Class,fieds 78

Comings & goings: industry 79reaction" from the plaintiffs' attorneys, he said
p,0 In speaking out, Carol Johnston, an associate consul-

The facility has come under criticism from some plaintiffs' attor- Datebr,nk

neys for not putting the alternative dispute mechanism in place tant with Coopers & Lybrand in Chicago, contends that Insurance services guide 82

more quickly (BI, July 21, 1986)
since many employers spend substantial sums of money Letters
on utilization review to control benefit costs, it is time for

The facility was created by the Wellington Agreement, signed by London 73
employers actively to assess the quality and effective- Opinionsa group of asbestos producers and insurers that agreed to settle ...8
ness of their UR programs PAGE 46

their insurance coverage disputes as well as develop an ADR Perspectives 45

mechanism for settling claims RMIS commentary 47

7 A recent study by the Rand Corp 's Institute for Civil Speaking out ..........................46

Justice reveals that less than half of the estimated $29 Spotlight reportX.L. writing E&0 coverage billion to $36 billion spent on tort cases concluded in 1985 Ticker R9
was paid as compensation to plaintiffs PAGE 72

BARBADOS-X L Insurance Co Ltd, the offshore insurer or- Washington 71

ganized by Marsh & McLennan Inc and Morgan Guaranty Trust 3.0 Leonard Wilson, a principal at L F Rothschild, Unter- Vol 21, No 7-Bus,ness Insurance (ISSN 0007-6864) Is published weeklyCo, is now writing professional liability coverage berg, Towbin in New York suggests that as competi. at 740 N Rush St, Chicago, ill 60611 Second-class postage Is paid at
M&M Executive Vp John Sinnott said X L will focus principally

tion returns to the insurance industry, the ability of Insur- Chicago, Ill and at addltional mailing offices Postmaster Send address

on the "advice industry," Including lawyers, brokers, investment changes to Bus,ness Insurance, Circulation department, 965 E Jetterson
ance brokers to maintain or expand their profit margins Ave, Detroit, M,ch 48207, 313-446-1611 Copynght 1987 by Crain Commu-Continued on page 81 will tecome more difficult PAGE 83 nications Inc 1



-643.:
L

/

r'', , t.*74,1, 't'' '
1 +

i r

4 Z

-- Benefit cost control :ir:-
t.

1.

·r-

Many employers going back to basics
By CAROL M. CAIN 23.quizmoupt' 4

I
1

Reeling from unabated health care infla- 1

r

lion that averaged 77% last year, employ-
ers are returning to square one, tearing %.

,1

1

their benefit programs apart and putting ,·'# E r
1

. ., f - , 35 : 0, 1 5 ., · I. ' 3, I ; t,tthem together again in an effort to stem
f.

7 11 11:

% the tide of rising costs ,r

.
%2

Employers say they are increasingly find- : 6<q.·!1,., ''' 5=6(4'· h :f 61 04_.·:fit .,f
techniques on a piecemeal basis no longer is

4ing that simply applying cost-containment , -4 : 42 ., .: ;1 4 PA f.1 AZ ,
3 5>.

S/4,2."f : /'
= a workable strategy, and now they must : 2*t;-.. 0'widescale look at their entire health care

2
t- 2.i f-,». r A 1 11 .

7

47 9plan to determine how a variety of tools can

And, employers and consultants note, no
be used to contain costs 4./+- "

4

I.

# a new health care cost-containment tech- 0 Ad'.44.,saz,n
'' 4 /'t r: t„,

<7* #6 JA/12' t
z niques are appearing on the horizon :--YA,4 /X.

..i Among the existing cost-containment '49:
.l A 6 * -DAr · 0-" -- (1 tools widely in use-and even growing in - 39S - ..i= :

*/

.

'11 1111 1,
··b¢rf y.z popularity among employers-are self- . r=Z.' jm*74 ,

f

- - /476 24
 funding, wellness programs, preferred pro-  ifs: ·* .4 % t

vider organizations, negotiated provider a '.-" .1,
I. 5.

&--= 2 contracts and utilization review, including 9, ' £'•7*- "' '- "" » t

i : second surgical opinion and pre-certifica- -74 8
*t• I

41: -146546 < r-- L
2- tion requirements, concurrent reviews and 4

---

6- -- case management '9 .

* -- However, cost-shifting tactics, like n- .
./

. 67 -' . 4 Y.

b - Y creased deductibles and copayments, are
6 Ge 'C-

becoming less effective, mainly because
Y

employees already are sharing much of the
load *r

Many larger employers are using a com
--42 - f bination of cost-containment techniques '-m €°*C· .a_:. .--

f _- but they still are not seeing their medical r · ki •: I. R:-=S
t

costs drop, experts say e -
YA -Resj#

r - And, smaller companies "are still trying 4 er*
.·5 i to grapple with cost-containment ideas

P 3 like health maintenance organizations and
preferred provider organizations t

Continued on page 18
:ty&1/f<"42 2%54_

Employers taking bite Preferred provider organizations
1
-4

r

out of dental care bills evolve as market impact expands .-
Employee benefit managers are finding they 5.jr. ,

can reduce dental care expenses by applying to By DONNA DiBLASE competitive health care marketplace could cause r' 1 ,

many changes in other health care delivery sys- ZK, 2
dental plans the same health maintenance and -t

In today's alphabet soup of employee health tems, such as HMOs, experts predict
preferred provider concepts they use in their benefits, the PPO-or preferred provider organi- A PPO is a contractual agreement between a '7 i{F,,
group health care programs Controlling dental zation-is one of the fastest-growing, fastest- health care purchaser-such as an employer or in- 4.

costs has developed as a natural second step to changing forms of alternative health care delivery surer-and a health care provider 111
getting a grip on medical costs, suggests one systems Under most agreements, the provider agrees to
dental PPO founder Page 12 About 500 PPOs currently are operating around deliver health care services for prospectively ne- e 1,

1' 43,tr f
the nation, most of which were developed between gotiated fees in return for a certain market share

Review of UR program 1983 and 1986 In comparison, about 600 health of patients, benefits experts say
maintenance organizations currently exist, most The arrangements also usually include utiliza-

key to effectiveness of which have developed during the 14 years since tion review of health care services, as well as some
the federal HMO Act of 1973 was enacted type of quality assurance review of the services

In an era of continuing health care cost inflation, "The growth of PPOs is remarkable, especially delivered

utilization review is a good Investment for em- when you compare it to the w ay HMOs have grown PPOs differ from HMOs in that employees are

ployers, experts say But, they caution that UR since the federal HMO Act was passed," said Tom not enrolled or locked into the PPO Thus, they are 4 ' ,,
Billet, a senior consultant in the New York office not required to use only the providers participat-

5 4 ES t
programs are not the final solution to nsing health of Johnson & Higgins ing in the PPO's network in order to receive cover-
care costs And they emphasize that careful eval- "HMO growth is not even close to PPO growth age of their health expenses, although some em-
uarion of the services offered-both before and 2. 51*h, ,

That growth is primarily the result of the non-reg- ployees receive reduced coverage if they go outside Mt'P,Wr
after a program is implemented-,s the key to ulatory, more flexible characteristics of PPOs," he the PPO network In addition, PPO Coverage is
achieving the best results Page 32 added paid for on a fee-for-service basis, unlike HMO

11, L

Since the explosion m the number of PPOs in coverage, which is prepaid in a monthly premium
Benefits experts wary the early 19804 there have been many changes in Because of this difference in provider reim-

C ..4,

of Medicare proposal the design and sponsorship of PPOs, consultants bursement, PPOs, unlike HMOs, do not put pro- -, ··
and PPO officials say viders at a financial risk to deliver only neces-

L.L

14,11 But, as PPOs gain market share and popularity, sary care, experts sayEmployee benefit experts say they're wary 4+
t

about the feasibility of the Reagan administra- employers need to be concerned about not only the A lack of PPO reporting standards, as well as *1

I tion's proposal to allow employers to provide cost-effectiveness of the delivery systems, but also the lack of a universally accepted definition of a
the quality of health care they deliver, the ex- PPO, make it impossible to determine exactly theMedicare benefits to their retired workers. The ad- ./

perts say number of PPOs in existence
ministration says the plan will save the govern- In addition, the prevalence of PPOs in today's Continued on next page 1

ment money and allow employers to integrate
1-1 .

-
L. 1

1, Medicare benefits with their current retiree health r

1
- care plans. Page 34
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spotlight report

PPOs' growth
Continued from previous page

However, some PPO membership
organizations track these statistics
through surveys.

For example, as of December
1986, 454 PPOs were operating na-
tionwide, according to a directory
of PPOs published by the American
Medical Care & Review Assn. in

Bethesda, Md. An additional 52
PPOs were in pre-operational
stages at that time, according to
the directory.

Eighty-nine new PPOs began
operating last year, 68 of which
became operational since June
1986, AMCRA reports. The states
with the largest number of PPOs
are California, with 101; Ohio, 45;

Florida, 32; Illinois, 30; and Penn-
sylvania, 22 (see map, page 6).

In comparison, 596 HMOs were
operating as of June 1986, accord-

ing to Interstudy, a research or-
ganization in Excelsior, Minn. This

is up from 480 HMOs as of Decem-
ber 1985.

The most significant trend in
HMO growth has been the increase
in the number of independent
practice association model HMOs.

This type of HMO most closely re-
sembles a PPO, in that indepen-
dent physicians contract to provide
services both to HMO patients and
to non-HMO patients.

Some 345 of the 596 HMOs as of

June 1986 are IPAs, up from 245
IPAs as of December 1985.

The IPA is more popular among
physicians because they can main-
tain a private practice while still
having some guarantee of patient
share through their HMO con-
tracts. Some say that this could be
the reason for the dramatic in-

crease in the number of IPAs.

According to the AMCRA di-

rectory, the largest increase in the
number of PPOs occurred between

1984 and 1985.

For example, 131 PPOs began

operating in 1984, an increase from
66 in 1983. And, 134 PPOs became
operational in 1985, according to
the AMCRA directory.

AMCRA estimates that the PPO

option now is available to about 30
million employees and dependents.

According to a directory com-
piled by the American Assn. of
Preferred Provider Organizations,
369 PPOs were operating as of Oc-
tober 1986.

There were 325 PPOs as of Octo-

ber 1985, and 143 PPOs as of De-

cember 1984, according the
AAPPO directory.

"PPOs picked up speed in late
1984," explained Sharon Graug-
nard, executive director of the

Alexandria, Va.-based AAPPO.
"1985 was a boom year, as there
was a tripling in the number of op-
erational PPOs. However, the
growth in the number of PPOs has
stabilized, with a moderate in-
crease in 1986.

"The primary reason for this sta-

bilization is the high cost of start-
ing and operating a PPO," she ex-
plained. Most of the growth of
PPOs over the last year has been
limited to the expansion of re-
gional PPOs and some consolida-
tion of PPOs.

"The shakeout in the PPO mar-

ketplace already has started," said
Edward Pickens, director of spe-
cial projects for AMCRA.

"The weaker PPOs without a sig-
nificant number of providers in a
service area will not survive. If you
don't have good utilization review
and quality assurance review, you

will not survive," he predicted.
Benefit experts agree that the in-

evitable shakeout in the PPO mar-

ketplace already has started.
"It's inevitable in some market-

places-certainly some of the
smaller PPOs are being acquired
by the larger ones," said Cynthia
Hosay, vp of health care cost man-
agement for consultant Martin E.
Segal Co. in New York.
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Claims can be adjudicated quickly and accurately on a
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handled automatically.

POWERFUL
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* UNIX is a trademark of AT&T Bell Laboratories.
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Mountain View, CA 94043
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"We see a shrinking in the num-
ber of PPOs through mergers and
acquisitions. This is because of
competition, but also because I see
the delivery of health care moving
toward a national focus and there

is a need for a PPO with national

capability. That's probably why
large insurers or third-party ad-
ministrators are able to do more,"

Ms. Hosay said.
"The shakeout will be in those

delivery systems that haven't been
marketing successfully to employ-
ers," predicted Robert M. Cola-
santo, vp of San Diego-based PPO,
Community Care Network.

CCN is a statewide community- 2

based PPO directed by employers, 4
health care providers and unions in I

the community. It was developed 
in 1982, in response to the cost-
containment needs of the San L
Diego Employers Health Cost Co- 
alition (BI, May 30, 1983).

"Successful marketing to em-
ployers depends on the integrity of 4
the system to demonstrate savings ,
to the employer," Mr. Colasanto
said, adding that "the brightest fu- i
ture is for those systems that have 4
strong employer support." ,

While the most common sponsor-
ship of PPOs continues to be phys-
ician/hospital joint ventures, a
major trend in the PPO market-
place is the increased activity by
major health insurers, experts say.

Many insurers either have deve-
loped their own PPOs, or have con-
tracted with existing PPOs.

According to AMCRA's di-
rectory, 160, or 31.6%, of the 506
PPOs listed are sponsored by
health insurers and Blue Cross/

Blue Shield plans. In 1985, only 77 1
PPOs listed in the directory were
sponsored by insurers.

In comparison, almost 200 of the
PPOs listed in the directory are
sponsored by physician groups and
hospitals. In addition, 16 of the
PPOs in the directory are spon-
sored by HMO companies.

"The move toward payer-spon-
sored PPOs is going to increase
dramatically," predicted Mr. Bil-
let of Johnson & Higgins.

"PPOs at first were a reaction to

loss of market share by providers.
But, the change in sponsorship
dovetails with a general movement
in health care of payers wanting
more control over health care

costs," he explained.
In the Southern California mar-

ket, "the most common PPO spon-
sorship among the large employers
is insurer-sponsored PPOs," said
Laird Post, a consultant in charge
of the group benefits practice in
the Los Angeles office of The
Wyatt Co.

"There also are hospital and
physician-sponsored PPOs, but
they tend -to appeal to the smaller
employers," he said.

"I would say that the first PPOs
were initiated by employers with ,
outside groups," said Ms. Hosay of
Martin E. Segal. "Insurance car-
mers came into the picture quite a
bit later. Today, insurers and large
third-party administrators are the
most dominant."

"What began as individual hos-
pital- or multihospital-based PPOs
are not terribly viable. Insurers
and TPAs have tremendous re-

sources to develop PPOs," said
Peter Boland, president of Berke-
ley, Calif.-based Boland Health-
care Consultants.

"Insurers will gain an increase in
the PPO market in the next three

years because of the number of
policyholders they have and their
access to capital to develop PPOs.
Access to capital will be essential
to make it through the shakeout
now," Mr. Boland said.

"Another real wave now are joint
ventures between hospital/phys-
ician groups and insurers," he
added.

While most of the largest health
insurers have developed their own
PPOs, experts say many small and

Continued on page 6
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spotlight report

PPOs' growth
Continued from page 4
medium-sized insurers contract

with existing PPOs to compete in
the managed health care market-
place.

"Small insurance carriers that
need a PPO come to companies like
Admar to contract with a network.

They can use us to be competitive
in the group health environment,"
said Alan M. Jeffery, vp of market-
ing and development of the Admar
Corp. in Orange, Calif.

Admar provides managed health
care services through its Health-
Watch utilization review program
and its Med Network PPO, a state-
wide organization that includes
about 8,000 physicians and 180
hospitals.

The company also provides
health benefit claims administra-

tion through Admar Third Party
Administration.

Cypress, Calif-based PPO Alli-
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ance, a statewide hospital-spon-
sored PPO, also contracts with
health insurers.

"The bulk of our work comes

from the contracts we put together
for insurers," said Walter McCall,
vp of marketing and sales.

Insurers that contract with the
PPO include Denver-based Great
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West Life Assurance Co., New
York-based Equicor and Minneap-
olis-based Northwestern National
Life Insurance Co.

"We're seeing some big insurers
and TPAs that want to acquire
their own PPOs. But, insurance
companies are using their PPOs-
whether they're PPOs they've set

up or PPOs they've contracted
with-in order to go after the TPA
market," Mr. McCall observed.

In addition to contracting with
existing hospital- and TPA-spon-
sored PPOs, a group of 18 insurers
have contracted with Private
Healthcare Systems Ltd., a PPO
network created by Great West
Life Assurance Co. and the Health
Data Institute in Lexington, Mass.,
to market the PPO nationwide (BI,
Jan. 5; Oct. 7, 1985).

PHCS PPOs will be offered in 40

markets nationwide to the approx-
imately 11 million people currently
covered under conventional in-

demnity plans by the insurers, said
Scott Marber, regional vp for the
Lexington-based PPO network.

The PPO network currently op-
erates in some 20 markets, he said.

While insurer- and TPA-spon-
sored PPOs will continue to be a
major trend in the marketplace,
employer-negotiated PPO con-
tracts likely will occur only among
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large employers, experts say.
"We won't see too many em-

ployer-based PPOs because em-
ployers really don't have to form
their own PPOs," said Laird
Miller, chief executive officer of
Minneapolis-based health care
consultant, Health Systems Man-
agement Inc.

"There now are many alternative
delivery systems that are willing to
address the needs of the purchaser.
The employer is the one who really
is stimulating a lot of competi-
tion," Mr. Miller said.

Employer-negotiated PPOs, "are
not going to be very common," said
Wyatt's Mr. Post. "There may be
some markets where employer co-
alitions can do it. But, a major
trend will be to let someone else do

it efficiently for the employer."
Employer-negotiated PPOs will

exist mainly among large, self-in-
sured employers, said Elliot A.
Segal, a principal consultant in the
Washington office of William M.
Mercer-Meidinger Inc.

"These negotiated provider ar-
rangements will continue among
large employers that have their
own stamp of what their benefit
packages are. They need custo-
mized plans that insurance carriers
can't fit with a cookie-cutter

PPO," he explained.
However, some say that specialty

PPOs-such as PPOs for psychiat-
ric care and substance abuse-will

continue to gain popularity (BI,
Sept. 29, 1986).

"Specialty service PPOs are de-
finitely going to increase," pre-
dicted Dr. John Mahoney, vp and
director of Alexander & Alexander
Inc.'s Health Strategies Group in
Westport, Conn.

"Probably the more tangible one
is a psychiatric PPO. Our clients
are looking at increases in psy-
chiatric costs" that exceed the in-

crease in overall health care Costs,"
he said.

The Florida Health Coalition

Inc., an employer coalition based
in Miami, has already taken the
initial steps to develop psychiatric
PPOs for its employer members.

The coalition, hoping to reduce
mental health and substance abuse

costs by 15%, is accepting propos-
als from psychiatric care manage-
ment firms through the end of Feb-
ruary.

It then will select two firms that

agree to meet specific qualifica-
tions, such as providing an em-
ployee assistance program, an em-
phasis on outpatient treatment,
inpatient services that emphasize
brief confinements, case manage-
ment procedures and detoxifica-
tion care for drug abusers.

"The impetus for this project has
been reports from employer-mem-
bers that inpatient utilization of '
psychiatric service has been ex-
tremely high in 1986. Results from
our data-collecting project indi-
cate that claims paid for psychiat-
ric and substance abuse have ac-
counted for about 20% of South
Florida employers' total health
care costs," said Stephen L. White,
executive director of the coalition.

The coalition hopes to have the
PPOs available to its members by
late spring, he said.

In addition to the growth of
mental health PPOs, other spe-
cialty PPOs, such as pharmacy and
dental PPOs, are growing, some
sources noted (see story, page 12).

Along with the changes in spon-
sorship of PPOs, some experts say
the design of the delivery systems
also is changing.

"In 1982, PPOs were in their first
generation," said Mr. Boland of
Boland Healthcare Consultants.
"They were hastily put together,"
emphasizing discounted fees for
health care services.

"However, in their second gen-
eration, PPOs featured utilization
management, quality assurance
and accountability. They reduced
costs by integrating a whole range

Continued on page 10
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opinions
business

Winning idea mmirance®
Reporting weekly for corporate risk,

A s EMPLOYERS PLOT their strategy to control ment strategies to hold the line on health care in- employee benefit and financial executives

flthe latest surge in health care costs, they must flation Publisher: Alfred Maleckl (New York)

keep in mind that communication is one of the keys For many companies, that may mean introducing Editor. Kathryn J Mcintyre,ARM (Chicago)
to benefit cost containment a totally redesigned health care plan to zero in on Managing Editor: James M Burcke (Chicago)

If employees are confused about the purpose of various factors responsible for increased health Assistant Managing Editor: Dave Let,ckus (Chicago)
cost-containment tools and do not understand how care costs Graphics Editor: Holly E Seguine (Chicago)

their newly restructured benefit program works, Of course, just as employers are revamping their CHICAGO: Stacy Adler (Ass,stant Copy Editor)

the employer's cost-containment effort will be health care programs to meet a new challenge, they Carol M Cain (Assoctate Editor)

doomed must also plot new, effective benefit communica- Linda J Collins (Agent/Broker Top,cs
Associate Editor)Employers must keep this in mind especially tion strategies to inform their workers about the

Donna D,Blase (Associate Editor)

today Despite almost a decade of cost-control vig- changes in their health care benefits. Meg Fletcher,ARM (Associate Editor)

ilance, health care inflation i s again on the rise. Business Insurance recognizes the effort re- Marilou Jones (D/rectory Editor)

The medical care component of the Consumer Price quired to establish an effective and creative benefit Amy Palmer (Graph,c Artist)

Cali Sangalis (Assistant to the Editor)Index increased 7 7% in communication program
1986, compared with 6 2%
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through the annual Em-

If employees do not understand Stephen Tamoff (Assoc,ate Editor)
increases in both 1984 and ployee Benefits Communica- Paul Winston (Assistant Copy Editor)
1985. Compounding this, how their newly restructured tions Awards competition Joanne Woicik (Copy Editor)
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Judy Greenwald (Assoc,ate Editor)
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Advertising Director: Donald A Walsh (New York)company's health care costs upon their implemen- consulting firms on behalf of their clients, pro-
tation. vided that releases from the client are submitted

Midwest Sales Manager: Robert L Niesse (Ch,cago)
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ganizations, wellness programs and increased em- Winning the battle against rising health care Jack Forrest (Distnct Manager)
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Trucking industry hit hard by insurance market forces
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To the editor I am a 40-year partici- direct assault on the citadels of virtue tive hearings, innumerable trucking m- New York 212-210-0100

pant in the production side of the prop- and underwriting wisdom were less re- dustry fact-finding hearings, regulatory Washington 202-662-7200
erty and casualty insurance business warding than lndifference agency inquiries and three years of verbal ADVERTISING: New York 212-210-0133
especially dedicated to the service of the As the so-called -insurance crisis" abuse by buyers aimed at their perceived

Chicago 312-649-5276highway transport and public warehous- shaped up on the horizon with unmistak- tormentor-the insurance business It ap-
Los Angeles 213-651-3710ing sector of the economy I serve the Cal- able signs in 1982 and 1983, we wrote ex- pears to many buyers that insurance in-
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PPOs' growth
Continued from page 6
of internal controls," he explained.

"In the third generation of PPOs,
we're going to see a lot more em-
phasis on information systems that
can relate to quality and utiliza-
tion of services."

He continued: "Quality assur-
ance is going to be a main issue and
there will be an emphasis on cost-
effectiveness rather than cost-cut-

ting."

While observers agree that qual-
ity of the providers in a PPO is dif-
ficult to assess, they say there are
certain factors that can indicate

quality
"There are a lot of PPOs out

there that are sort of glossing over
their quality procedures," said Mr.
Billet of Johnson & Higgins. "Em-
ployers can look at the malpractice
history of providers in the PPO and
check that all providers are board-
certified."

4

Mr. Miller of Health Systems
Management suggests: "I would
ask about the PPO's selection cri-

teria as well as how they evaluate
the performance of their providers.
If they don't have a data system
in place to keep track of this, then
that says something to me," he
said, such as that the PPO is not
effectively monitoring quality.

"Quality is the $64,000 ques-
tion," said James Kennedy, direc-
tor of group services-Midwest in
the Chicago office of Buck Consul-
tants Inc. "Most PPOs look at mal-

practice, etc., but the jury is still
out on how to measure quality."

Employers also need to evaluate
the cost-effectiveness of PPOs, ob-
servers experts say.

However, some experts are skep-
tical about whether a "discounted"

fee really is a savings for employ-
ers.

"We always ask PPOs to address
this concern and to demonstrate
the effectiveness of these dis-

counts," said Wyatt's Mr. Post.
"The reason we often don't see the
results is because the discounts

really aren't discounts."
Negotiated per-diem rates-or

rates per hospital inpatient day-
can be cost-effective. However,
"sometimes the negotiated rate can
be higher than what the hospital
normally charges," he cautioned.

The key to determining whether
a PPO discount really is a discount
is to "consider both the price of the
service and the units of the service
delivered," said Mr. Miller of

Health Systems Management.
"If the negotiated price is 20%

off the normal price charged by the
provider, but the provider delivers
three times what should be deli-

vered, then it's not a discount," he
explained.

"Rather than just looking at dis-
counts, we should look at a set fee
that's appropriate for every ser-
vice. The idea is we want to pay
less money on a per-unit basis," he

A CONTEMPORARY SUCCESS STORY IN EMPLOYEE BENEFITS ADMINISTRATION
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explained.
Los Angeles-based Security Pa-

cific Corp. conducted a study of
claims data in the two years after it
implemented a PPO, said Mr. Jef-
fery of Admar, formerly a vp of
employee benefits for Security Pa-
cific.

The study-which was made
possible by a grant from the Robert
Wood Johnson Foundation Pro-

gram for Research and Develop-
ment on Health Care Costs-xa-

mined the claims data of the 18,000
Security Pacific employees and de-
pendents that used Admar's Med
Network PPO for health care.

The PPO was implemented in
January 1984. The study evaluated
the company's prior claims expe-
rience in 1982 and 1983 and then

the results of the PPO based on

claims experience through 1984
and 1985.

Security Pacific's total health
benefits costs in 1983 were $21.5

million, according to the study. By

Dallas. mxos amember of Me

NetwoF*.

"Growing from zero to 32,000 covered
employees in three years would have been
impossible without RIMS. Since selecting
the QicCIaim Health Benefits Management
System in 1983, I've never had to look
back

We've managed this growth by
automating all our internal operations
billing, payables, receivables, and
correspondence all with one integrated
system. With high performance claims
processing and reporting, we administer
insured, high deductible and self-funded
employee health benefit plans for a wide
rangeofclients.

Today. our QicClaim system is more
versatile than ever. Its data

communications capabilities allow us to
provide employers with vital plan data
instantly or help them self-administer with
remote processing. We can leverage
information for each aspect of employee
benefits management utilization
reporting, provider comparisons, flexible
benefits, even COBRA compliance.

We know the marketplace demands new
solutions each day. With today's QicClaim
system and continued RIMS/Q-Team
support, Employer Services Corporation is
ready."

To discover why Employer Services
Corporation and 200 other companies
have come to RIMS, return this coupon
today. Isn'tittime you came to RIMS to
write yourown success story?

R|mi RESOURCE INFORMATION MANAGEMENT SYSTEMS, INC.
2015 Spring Road, Suite 220 • Oak Brook, IL 60521-1811 • 312/572-0230

implementing the PPO; the com-
pany projected that it could reduce
this 1983 cost by $2.5 to $3.5 mil-
lion.

"Employees were the ones that
benefited the most from using the
PPO. Security Pacific has been
able to offer them more benefits at

lower costs," Mr. Jeffery ex-
plained.

The study found that while the
PPO did not reduce aggregate
health benefits costs for the com-

pany, it enabled the company to
offer employees more cost-effec-
tive care without increasing the
cost to the company.

According to the study, the PPO
reduced employees' share of the
cost of outpatient services from
35.6% outside the PPO network to

11% inside the network. Employee
cost sharing for inpatient services
were about the same both inside

and outside the network.

Under the plan, employees paid
$10 for physicians' office visits and
$5 for prescriptions if they used
preferred providers. Normally,
their annual deductible was $175
for single coverage and $525 for
family coverage, plus a 20% copay-
men t up to a maximum out-of-
pocket expense of $1,000 annually

Employees paid the same de-
ductible and copayment for inpa-
tient services regardless of whether
they used a PPO hospital.

And, "the patient was not aware
of which hospitals were PPO hos-
pitals. But, because of the nego-
tiated fees with these hospitals,
employees' 20% copayment''
usually was equivalent to the dif-
ference between the charges of the
PPO hospitals and the non-PPO
hospitals, Mr. Jeffery explained.

Most recently-in 1986-the Med
Network PPO actually saved Secu-
rity Pacific $1.6 million, Mr. Jef-
fery said. Combined with the
HealthWatch utilization review

program, the company has saved
more than $4 million in health
benefits costs.

The growth of the PPO move-
ment has fostered intense competi-
tion in the health care marketplace
-competition that could force big
changes in other alternative health
care delivery systems, like HMOs,
experts say.

''One thing PPOs did was to
make the HMOs honest," asserts
Mr. McCall of the PPO Alliance.

"We had shadow pricing and ad-
verse selection, etc. But, now we're
starting to see the positive impact
of competition.

"As a result, HMO premiums
have stabilized and HMOs now are

willing to share data," he added.
Some say the two types of deli-

very systems may even merge to
form a new type of system in the
future.

"I don't think we're going to see
many more PPOs, but we're going
to see them merge into total man-
aged health care systems that will
be both indemnity and HMO with
employees making a choice of pro-
viders at the point of receiving ser-
vice. There won't be an annual en-

rollment or election," predicted
Wyatt's Mr. Post.

"There will be maybe 10 national
managed health care systems that
will offer these triple-option man-
aged health care products," he
added.

And, Mr. Segal of Mercer-Mei-
dinger predicts that by 1995, "We
could have about 20% of (employ-
ees) enrolled in HMOs and another
50% to 60% in PPOs.

"There's going to be a little bit of
melding of the two, but there will
also be some market segmenta-
tion," he said.

"This will occur because some

people will want a closed panel of
providers and some people will
want open access. Some will want
to be more price conscious and will
choose HMOs, and others will be
willing to pay the copayment to be
able to choose their own provider
through PPOs," he explained. I
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Dental PPOs, HMOs trim benefit costs
By STEVE TARAVELLA

Benefit managers are taking a
bite out of their annual dental bills
by applying to their dental care
plans the same cost-containment
concepts they use in their group
health care programs.

Employers are turning to dental
capitation programs, which are
similar to health maintenance or-

ganizations, or to dental preferred
provider organizations in an effort
to better manage the cost of their
group dental benefits.

Controlling dental costs has de-
veloped as a natural second step to
getting a grip on medical costs,
suggests one dental PPO founder.
The employers that can save the
most are those whose current in-
'demnity plans offer generous re-

imbursement levels, like 80% to
100% of eligible expenses, consul-
tants say.

Since the costs of dental services

-like X-rays or cleaning-are
more predictable than medical
costs, dental care is easier to pack-
age. Therefore, it is easier to per-
suade dental professionals than
medical professionals to partici-
pate in negotiated provider ar-
rangements.

By the nature of their business,
dentists are perhaps "more attuned
to the need to get patients" than
medical doctors are, suggests
Sharon Graugnard, executive
director of the American Assn. of
Preferred Provider Organizations
in Washington.

Because dentistry is basically
preventive medicine, there is real

potential to hold down dental
costs, dental practitioners explain.
And, to make sure unnecessary
procedures are not performed, uti-
lization review is a key part of
most dental care program alterna-
tives.

About 20 capitation plans, or
dental maintenance organizations,
now opera.e in California, where
the plans are most developed, says
Roy Gonella, a principal at Wil-
liam M. Mercer-Meidinger Inc. in
Los Angeles.

DMOs operate much like their
HMO counterparts, in that employ-
ers prepay a certain monthly fee
per dental enrollee.

By contrast, about 10 dental
PPOs are now available nation-

wide, Ms. Graugnard estimates.
PPOs are fee-for-service opera-

tions that offer the employer dis-
counted fees in exchange for using
certain practitioners. Dental PPOs
typically charge an administrative
fee of between 50 cents and $1 per
enrollee per month.

According to the National Assn.
of Employers on Health Care Al-
ternatives, the number of dental
PPOs has increased 150% from the
four that the Key Biscayne, Fla.-
based group was able to identify in
late 1985 for publication in its Blue
Book Digest of PPOs. However,
only one of the 10 dental PPOs
the group was able to identify is
operating nationally.

Some employers are even offer-
ing ernployees access to both a
dental PPO and a DMO.

Group dental care has become
"one of the boom areas in the spe-
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cialty PPO world," observes Ms.
Graugnard. Other specialty PPOs
have sprouted in fields like podia-
try, optometry, pharmacy, chiro-
practics and mental health care.

One such dental PPO is offered

by 3-year-old American Health
Benefits in Washington, D.C.

American Health Benefits, which
claims to be able to reduce an em-

ployer's annual group dental bill
by about 20%, has about 130 mem-
ber dentists in the Washington
area and covers about 10,000 lives,
including dependents. Among its
users are two local communication
workers unions.

Another group dental care sys-
tenn is Preferred Care Inc., which
operates dental PPOs in six states:
Florida, Illinois, Michigan, Ohio,
Washington and Wisconsin.

About 6,500 of Preferred Care's
10,000 dentist members work in
these states. The network contracts

with the remaining 3,500 for their
services for employers in other
states-like Minnesota, New York
and New Jersey-on an ad hoc
basis.

Preferred Care says it can trim
20% to 35% from an employer's an-
nual dental bill, depending on uti-
lization by and the nature of the
employee base.

The network's business is "grow-
ing by leaps and bounds," says Dr.
Fred S. Weiner, Preferred Care's
founder and president in Chicago.

The network currently provides
services for an estimated 550,000-
plus lives.

About 750 of these are Mary
Thompson Hospital employees and
their dependents. Thompson dental
enrollees came aboard last June,
after the hospital withdrew from a
traditional dental indemnity plan
written by Blue Cross/Blue Shield
of Illinois.

After only six months of using
the PPO, the Chicago hospital ex-
perienced a cost savings of about
60%-far greater than the 20% to
35% savings initially projected, re-
ports Gwen Rodriguez, the hospi-
tal's personnel director. Benefits
are identical to those offered under
the BC/BS plan.

And, whereas the hospital re-
ceived only quarterly utilization
reports under the previous indem-
nity plan, it now receives claim re-
ports monthly and biweekly from
an outside third-party administra-
tor, she points out.

Far larger than Preferred Care is
Delta Dental Plan of California,
which covers some 5.5 million lives

in that state alone. The plan's pro-
viders include a whopping 96%-or
16,000-of the state's dentists.

Clients, mostly employers, paid
Delta Dental $575 million in gross
premiums in 1986, according to
Jerry Holcombe, vp-public and
professional services in San Fran-
cisco.

Delta Dental, the oldest group
dental plan in the United States, is
similar to a medical PPO but does

not require member dentists to
discount their fees by a specific
amount. Rather, it contracts with
dentists who file rates within ac-
ceptable norms, Mr. Holcombe ex-
plains.

Mr. Holconibe says the number
of lives covered by Delta Dental of
California has grown about 5% an-
nually during the past 15 years.

Metropolitan Life Insurance
Co.'s Preferred Dentists Program
perhaps has seen more substantial
growth. Met Life's PPO began in
January 1986 and already covers
more than 300,000 lives in 55 em-
ployer groups, estimates Alan
Vogel, manager-dental programs.

With about 9,000 member den-
tists, the PPO is strong in Florida
and California and is beginning to
penetrate New York. Because the

Continued on page 14



.

--

r

23111 *-Aril: LA3mdJPL .

a

m

/.

4
% f

i'.f J,

1.f
'/r

.

1 . 1 . -,4 *f

:

The Risk Retention Act of 1986

Brings New Opportunities to Pooling.
*13

..

.0 1. So come to Gallagher, where group pooling is

1 nothing new. After all, we pioneered
Commercial Multistate Pools

,-[ Intergovernmental Pools
lilerIMN- r be'*i--' . 31.

.

Institutional and Charitable Trust Pools

Today, we are the leaders. We provide services - r=1

1,_:L# .r-· I '*/ to over 70 cooperative self-insurance pools . helping -1 k.· 4. f/rt
. over 2500 individual members manage their risk

9 I

{, 1, ; , u '  , thf, A '- Atg, 3, 2?: · 16:,i: -I , I If Gallagher has.._ f 7% A.».*fr , 'M-#,b 4

the Experience11411 h
Sh# 2.AS' 5, the Expertise --

Li
. 4 &

9 r- 4 r ' 1' 1:i . p and the Service Organization
r

14

. that you will need totake advantage of these , -· C :
11

11 new group pooling opportunities. 4

D-,

-- i, V
r / '/ A f.s 3-m-

. If your group is interested, call or write
1

,,
--al - 2, •7 

.. John D. Stancik, Vice President, at (312) 640-8500, 4421/2.215 ', " 4 j ''
\

,./ because Nobody Does It Better.
4,

4<»--6..
¢- .\.

J
5, 1. f

./. ./fi
k

-

1
1 -

.
t

,

EF
41 .

'.

..
74.

--

\1;,T '4 47'Z, 4,
..ls ,

I .f. r- ff:
//- I

r :. f { ,]4 4 44 70
• 1. I

/

-

N -* ..1/31.51 0 1,-f., 1
r:S.f s

.. ' -ar

*

*. i 'LL t:L
#2- -+

r

© 1987 Arthur J Gallagher & 'Co
X

f \ :
---



14 / business insurance, February 16, 1987
spotlight report
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Specialty Review
Long Term Case Management
Hospital Bill Audit

Dental plans
Continued from page 12
PPO incorporates Metropolitan
Life's claims processing, the net-
work is presently available only to
Metropolitan Life policyholders,
he says.

Metropolitan Life's PPO is one of
seven insurer-sponsored dental
PPOs that support the Insurance
Dentists of America in Saratoga,
Calif. IDOA provides services to
Metropolitan Life, Travelers Corp.,
Equitable Life Assurance Society
of the United States, Mutual of
Omaha Insurance Co., Transa-
merica Occidental Life Insurance
Co., John Hancock Mutual Life In-
surance Co. and The New England.

IDOA has compiled a pool of
about 23,000 dentists nationwide
from which these insurers can
choose PPO member providers. The
insurers are not bound to solicit
members solely from the IDOA
pool, and the dentists may join any

1

f

So, if you're looking for the insight and understanding you deserve, call for more information.
TOLL FREE, 1-800-527-1305 (in NJ ) or 1 -800-524-0079 (Outside NJ).

Maple Avenue, Morristown, NJ 07960 (201) 267-2233

Review l Y
Corp. \-/

or all of the PPOs they wish.
The dentists do not pay to have

their name added to IDOA's list,
which is updated monthly. Nor do
the insurers charge the dentists,
who contract with them indepen-
dently of IDOA.

Rather, the insurers pay IDOA a
fee that is based on the number

of employees enrolled in their PPO.
Pursuant to a sliding scale, insur-
ers with more enrolled employees
pay IDOA less per life than those
with fewer enrolled employees,
says Dr. Richard Garwood, IDOA's
president,

But the real benefit of IDOA's
service is not a smooth enrollment

process, Dr. Garwood points out:
It's utilization review.

IDOA receives monthly claims
data from the insurers on dental

utilization, which it distributes to
all seven insurers.

Of the approximately 480 dis-
tinct, coded dental procedures,
IDOA provides utilization ratios
on 140 of the more commonly
abused procedures.

For example, insurers are in-
formed by IDOA of the number of
times a particular dentist reports a
routine extraction as a surgical ex-
traction, thereby qualifying for a
greater reimbursement.

IDOA arrives at its ratios by
comparing the practices of member
dentists with established norms,
based on the practices of dentists
nationwide, Dr. Garwood says.
This data-provided by the same
insurers from information they
gather from routine dental claims
submitted daily-is stored in a
comprehensive data base and up-
dated twice annually.

The insurers are given utilization
reports monthly but also can seek
special utilization reports, usually
for an additional fee, Dr. Garwood
explains.

Some provider organizations
offer both DMO and PPO options.

For example, an affiliate of the
American Health Benefit PPO also

offers a DMO in New Jersey, Vir-
ginia, Maryland, South Carolina
and Washington, D.C.

This arrangement, offered by
Randmark Management Inc., the
AHB affiliate, is about 8 years old
and covers 150,000 lives.

The arrangement offers employ-
ers greater savings potential than
the PPO, according to Dr. Randy
Widen, Randmark's president. The
DMO, with about 500 member den-
tists, can offer about a 30% savings
from what an employer would
spend on a traditional indemnity
plan, the company estimates, com-
pared with the 20% estimated sav-
ings by the PPO.

And, a subsidiary of Delta Den-
tal of California-called PMI-

offers a prepaid capitation pro-
gram called DELTA Care that now
covers more than 3,000 lives.

HealthWest Foundation in

Chatsworth, Calif., is one employer
that left its self-insured indemnity
plan for a dual-choice program,
offering employees both PPO and
DMO dental options. Under the
new program, about 3,000 Health-
West employees have access to the
Delta plan and to Safeguard
Health Plans, a dental capitation
plan based in Anaheim, Calif.

HealthWest, which operates nine
not-for-profit hospitals, expects to
save 8%-12% annually over the
cost of its previous, self-insured
dental program. The new program
began Jan. 1 and was brokered by
Keenan & Associates in Torrance,
Calif.

Some observers contend that

DMOs offer employers greater sav-
ings potential than dental PPOs.

"The prepaid plan can save at
least twice as much as a PPO can

save," says Mr. Gonella of Mercer-
Meidinger.

One of the largest DMOs is of-
fered by Prudential Insurance Co.
of America. That plan covered
715,000 total lives at year-end
1986, the company estimates.
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For over 30 years, our reports have enabled our clients to better manage and reduce health care costs.
We'd like to send you some of our new findings about the direction of health care costs, as compiled in the Mutuiil

latest edition of Analysts of Current Trend In Health Co,,ts and Utilization
We'll also send you examples of customized reports available m The Specific Reporter, our unique

management reporting system which assists you m evaluating your health care program. These reports
#Omilhil

have allowed our clients to measure the effectiveness of their cost containment activities. Miltuille/Omilhil CompanieS
For complimentary copies, send your business card to Terry Pan Noy, Vice President, Mutual of Omaha

Companies, Mutual oJ Omaha Plaza, Omaha, NE 68175 Group Operation
One of America's largest

Mutual of Omaha Insurance Company · United of Omaha Life In5urance Company· Home Office Omaha, Nebraka group insurers



IS THIS SA FLEXIBLE BENEFITS
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Deciphering flexible benefits can
be like learning another language.

No one should be expected to
know it all.

But we know one thing for sure,
The best way to tailor benefits to
satisfy employees and still control
costs is with the right flexible
benefits program.

At the CIGNA companies, we
believe we have just that. Because
in addition to being flexible ifs
manageable.

Our specialists start by working
with you and your advisors to
establish your plan objectives,
evaluate your current program
againstthese objectives, and design
your new Flexible Benefits plan.

A plan that can be as extensive
as you want. Because we can
provide a full range of products
underwritten by our various
subsidiaries.

Then together; well work to
implement the plan with an
employee communications
program. A highly individualized
program that reflects the character
and nuances of your company
Which does more than generate
understanding; it creates
enthusiasm.

As for the maintenance of your
plan, we'll always be there. Our
unique systems handle enrollment,
recordkeeping and claims
processing. And we provide all the
day-to-day administrative support.
Everything youll need to take your
plan into the future.

So if thafs where you're ready to 
take your company write to Peter
Goff, Assistant Vice President, 8256,

CIGNA Companies, Hartford, CT 06152.
Pbull discover our

Flexible Benefits plan CIGNA
needs no translation.
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Mental Health and Substance Abuse problems are delicate and require a special
kind of case management.

But the first step is knowing exactly what to treat. Only Cost Care utilizes:
4 Over 270 clinical indicators to unmask hidden personal problems.
4 Staff physicians and psychiatrists reviewing every case.
1 Review of both physical and mental health related admissions.

We treat your employees the way their doctors do-case by case.

CosT CaRE TM

Call:

Stephen Duvall PhD, Director CASE MANAGEMENT1-800-762-3029 Nationwide  MENTAL HEALTH/SUBSTANCE ABUSE

A......·
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Cost control
Continued from page 3

"For some, HMOs are like a new
toy. HMOs didn't want to deal with
these little firms in the past," notes
Pamela D. Mitroff, manager of
health care cost management for
the Illinois State Chamber of Com-
merce in Chicago.

But employers and consultants
seem to agree: With no new tools
on the market to whittle rising
medical costs, the alternative is to
make sure every possible technique
is being used to its fullest.

"We've gotten all the gain we're
going to get in this first round,"
said Rosemary Goudy, director of
welfare benefit plan consulting for
Coopers & Lybrand in Chicago.

Employers now need to put to-
gether the best package they can,
but make the plan flexible to meet
different employees' needs, she ad-
vised.

When the army of cost-contain-

ARE YOUR

HEALTH CARE

DOLLARS

ENDING UP

IN THE RIGHT PLACE?

 LET AXIOM PUTALIDONTHEWASTE!
AXIOM, we are more than just a Utilization Review
Organization - we are a Quality Review Organization.
Dedicated to reducing the costs of health care benefits
while assuring quality of care, we can offer what other
companies can't:

• Complete range of services
. Nationwide peer review network consisting of over 3000

physicians from all major clinical specialties
• Experts in monitoring health care benefits
. Proven record of cost-effective programs for over 10 years
• Custom designed programs to meet your corporate

needs

The right utilization management company can make a
healthy difference. For more information on how AXIOM
can reduce your health care costs,
call in N.J. 1-800-62+1322; outside N.1.1400423-0442.

lill|| illip AXIOM REVIEW
Formerly MetPRO

155 MORRIS AVENUE • SPRINGFIELD, N.J. 07081

AXIOM .

AXIOM'S HEALTH CARE COST CONTAINMENT
PROGRAMS INCLUDE:

• Pre-Admission Certification •Claims Analysis
• Length-of-Stay Management • Discharge Planning
• Medical Case Management • Utilization Analysis
•Second Surgical Opinioi • Psychiatric Review
•Quality Assurance • Employee Information
• Chiropractic Review •Wellness Program

F--- ----------7
AXIOM REVIEW

Dennis J. Duffy, C.E.O. 155 Morris Avenue Springfield, N.J. 07081 
 Please send me your complete package on 

AXIOM'S Health Care Cost Containment Programs.

Name

Company

Street

City

. . Our Quality And Experience Show

State

Title

Phone

Zip

ment measures now being used
first were introduced, they did
lower costs. But in many instances,
the "waste" that was quickly
trimmed from the plans is now
gone, notes Lance Tane, chairman
of the benefits practice for The
Wyatt Co. in Washington.

"There are no new tricks or tech-

niques. . .It is important for em-
ployersto take a step back and
continue to redesign their plans.
Simply increasing copayments and
deductibles is not enough," he
said.

Employers already are acting on
that message.

For instance, FMC Corp. in Chi-
cago is totally rethinking its health
care cost and utilization problems,
said Kenneth J. Morrissey, corpo-
rate benefits manager.

"We're spending a lot of time
and money analyzing our claim
data," he said.

And at IC Industries, also in Chi-
cago, the company's self-funded
medical indemnity plan is being
"completely reworked," said Ray-
mond B. Werntz, director of em-
ployee benefits.

"We redesigned it to compete
with HMOs, because we don't see
HMOs saving money over the long
term," he said.

HMOs "reversed something we
started four or five years ago," Mr.
Werntz said, referring to a move by
the company to make employees
pay for inappropriate medical de-
cisions. Instead, HMOs eliminate
deductibles and copayment fees.

In addition, HMOs also restrict
care, Mr. Werntz believes. "It's a
closed system," he said, explaining
that employees can only use cer-
tain providers. "When medicine is
changing so fast, what you don't
want to do is confine yourself."

Employers are seeing an increas-
ing need for health care services
for substance abuse and stress
management, but "HMOs don't do
a very good job with those," he
said.

IC Industries' new benefit plan,
slated to go into effect April 1, will
eliminate the $200 deductible but
increase the employee copayment
to 10% from the current 5%.

It also extends the principles of
case management to outpatient
care as well as inpatient care.

"By injecting more case manage-
ment, we are doing more, like an
HMO would do, but it's not a
closed system," Mr. Werntz said.

Employers in California also are
taking a broader approach, ac-
cording to Clark E. Kerr, vp of cor-
porate health programs at the
Bank of America in San Francisco.
He also is president of the Califor-
nia Council of Employer Health
Care Coalition.

"We have to grapple with the en-
tire picture. What we've done has
been piecemeal," Mr. Kerr said.

Employers need to apply cost-
containment measures to their

whole benefit system, not only to a
single element, such as inpatient
hospital costs.

Allied-Signal Inc. in Morris-
town, N.J., also is "going back to
the drawing board," according to
Joseph W. Duva, corporate director
of employee benefits.

Mr. Duva said that in trying to
develop a "strategic plan" the em-
ployer is asking: "What should we
be doing with all that's out there?"

Rather than reacting, Mr. Duva
said, employers should be "looking
at what's there now and what will
be there in the future."

And, "don't take it piecemeal,"
he advised. "Try to look at it as a
business plan."

Similar approaches are being
taken by other employers.

"Employers are at a stage of tak-
ing stock. They're asking what's
working and why, and what's not
working and why," said James D.
Mortimer, president of the Mid-
west Business Group on Health in
Chicago.

Continued on page 20
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How do you separate the
pepper from the salt?

Actually it's as easy as
choosing First State, New
England Insurance and
New England Re for your
Special Purpose Insurance
and Reinsurance needs.

We've emerged from the
industry shakeout by
sticking to the basics of
underwriting-being

responsive yet responsible.
Now that you know

what separates us, you can

Striking a balance in today's market.
%

BI,st,In, Neu, Y,Irk. Atlanta, Chicago, Sun Franciscia, Lus Angeles

separate the pepper from
the salt with a comb, run it
through your hair, then
hold it over the pile. Static
electricity draws up the
pepper.

Cameron and Colby,
60 Batterymarch
Street, Boston,
Massachusetts
02110.
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Cost control monitor their PPOs and CIGNA Corp has introduced the employer has toaskwhetherits latei," agreed Bank of Ameilld's
HMOs to see if these alternative "FlexCare," while Metiopolitan employees will use it, she said Mi KeriContinued from page 18 delivery systems are living up to Life Insurance Co Calls its pro- In contrast to interest in the The strategy of incleasing de-"We think employers will redou- their promises," Ms Hosay said

ble their efforts in health care gram "trip_e-option" (BI, Sept 29, newer cost-containment measures, ductibles and cop,nments Still IsWhile employers are ieviewing 1986) employers are finding less effee- being used by some small and me-management And It Will not be segments of the it benefit pio- "More companies are talking tiveness in some of the 01 iginal dium-sized companies hit halel bypatchwork " he said, "but a far- giams, insurers are developing about them They have appeal," cost-containment steps, fuch a in- increasing cost, and feel thex needreaching strategy " ways to combine managed care Mr Duva said creasing deductibles and copay- a quick fix, Ms Hosay saidBut, experts warn, some employ- services under a single group Allied-Signal has talked to in- ment levels But, despite the use of all cost-ers will not take an overview ap- health insurance contract to in- suIers about such plans, but "few A suIvey released early last yeal containment options available toproach, and instead will tiy to clude HMO%, PPOs and an indem- carriers can give you what you by the Health Research Institute them employeis still ale feelingapply traditional cost-containment nity plan
options in an attempt to find a need"when the employer is spread found that fewer employers plan to the bite of increasing medical

Although these types of plans out geographically, he said shift health costs onto employees costsquick fix vary, they usually involve no Bank of America also has been (BI, March 31,1986) "All this (coH-containment ae-''We see a lot of tiend-set- change for employees in their approached, according to Mr Ken And, even in light oi the 7 79 tivity) and we'ze still not seeinK ating of employers getting sucked health care alternatives Employ- But the bank's management feels rise during 1986 in the medical dent between the CPI and medical
in " 5aid Linda Havlin, a con,ul- ees still may choose fiom an HMO, such a plan doesn't allow competi- care component of the Consumei inflation," Mi Keli saidtant with Hewitt Associates in a PPO or an indemnity option lion among provideis
Lincolnshize, Ill PIike Index, emplovez s are not "We're kind Of gioping withHowever, foi the employer, a And, employers have to weigh planning to resort to cost shifting, what s going on in the medical"One CEO comes back from a change to these plans means that whether the ease of having all experts gy
meeting or talks with another CEO all thiee options are administezed thiee options under one adminis- community, ' said Gloria Gomes

"Theze's only so much emplovees manager of employee benefits forand tells the benefits managei, by a single inst.reI unde] one con- 1Iator iS better than offering the can absorb and employers dre be- Litton Industties Inc in Bevelly
They're doing this, why aien't tract, resulting in eabiel adminis- same three options separately fiom gInning to realize that, said Ms Hills, Calif It's difficult foi em-weT " Ms Havlin said tration and, frequently, cost sav- different providers, Hewitt's MA Havlin ployers to tiquie out whete healthBill the more savvy managers ie- ings Hardin said

alize that certain strategies will '1'm wary about pushing too cost incleases le coming hom andSuch plans are being maiketed For instance, if the HMO in the high It will keep people awav fiom why, she said
work foi some companies and not undet vanous names Foi instance, package 15 the worst HMO In town, cdre and then push co,,ts highetfot othets, ,he 4ald Cont:nued on nea t page

"The best mandgeh set out then
own trategv," Ms Havlin added

It A important toi employeh to
tailoi then cost-containment ef-
torts, agieed Susan Peal d d SenlOI
consultant with Coopeis & Ly-
bland in Chicago

"What works for ,1 depaitment
store may not woik lor a food set-
vice company, ' Ms Praid said

A managed calc piogiarn built
into an employer's health care plan
is one way to take a strategic ap-
pioach, said William E Hembier,

.
director of the Health Research In-

stitute in Walnut Clerk, Calif
Managed care include, concui-

ient utilization review, case man- ry.,.

agement, pie-ceitification and .2
claims audit attei dischaige from
the hospital, he explains 1 r

Those "tools" have been around

for a while, acknowledges Mr
Hembree "But what's significant *etri ' '
is the change in attitude In the
past, employeis said, 'I will go out

---- 7%=i=

and buy a Ieimbursement policy '40'

and they will take care of it ' This
(appioach) iS history foI employeis
that are insightful

''Today, employeTs are saving 0.
,F'

that a hands-off posture is costing
4

4-

too much money 'I'm not a payer
.LI

*T---

now, I'rn a buver,' they'ie sdying,"
according to MI Hembree

I

One example of this is how bene-
fit manageis are dealing with their
utilization review piograms In-
stead of just contracting with a UR
firm for services, some employers e

now are auditing those services
79 - :-

(see story, page 33 )

"There is definitely room for lin- +11
I

provement in a lot of Insurance
-1111

I/
e

utilization review programf L*

, - + 9 =
around the country," said James
P Kennedy, diiector of group ,er- 'BJ,i 1

vices foi the Midwest with Buck

Consultants Inc. in Chicago 1

"Many consulting firms now
have claims audit departments that
have been expanded to do UR
audits as well," he said

"Just because you have a PPO or
a UR program, don't take it fol e=..

granted," Mr Kennedy advised
fAnd, to measure a UR program's

effectiveness, "you have to have
the Iight kind of data and it has to »* 24

.be credible," he said

MI Kennedy said that to mea-
sure the success of a UR plogIam, ' 4
it's important to compai e the data d

. f

from the insuIer or TPA with re- 4 1
·r 14

gional 01 normative data
Such double and triple review

also Is recommended by Wyalt'A
k3

, 5 4

Mr Tane '(Employer,) must as-
i t

sure that monep spent is spent effi- r 'f ,+4'
0 Ill

ciently, especially for programs 14 16-
r.Slike utilization review and second

surgical opinions, ' he said
And, this need for %clutiny ap-

plies to othet cost- containment
measures, not Just utilization ie-
view, said Cynthia K Hosay, vp ot
health care cost management at 1

Martin E Segal Co in New Yoik
"Employers are not looking fol

the same kind of quick fix any
more They ate looking more to



Continued from previous page
John Garner, a principal with the Los Angeles office of Towers, Perrin,
Forster & Crosby, listed three reasons for increasing health care costs:

• Technology.
• Changes in utilization patterns.
• The fact that health care is a labor-intensive business.

"Medical costs will continue to go up," said Wyatt's Mr. Tane. "The
technology is on the horizon and it's expensive.

"We're on the edge of a breakthrough to understanding the human body
and how to deal with it. But who will pay for it?" Mr. Tane said.

Employers are asking similar questions and, if they are to avoid
paying the bulk of those costs, they must take a more active role in
medical cost issues at national, state and rural levels, said Mr. Werntz
of IC Industries.

Defensive medicine, care for the elderly and care for the indigent
are all areas that ultimately may be funded by employers, he said.

"But you can do just so much," Mr. Werntz said, adding that em-
ployers cannot control social and economic forces.

"So unless we become more active politically, there will be changes
made that can do us harm," he said. He advocated employer coalitions and
such groups like the Illinois Health Care Cost Containment Council.

Business also should make its voice heard more on hospital boards,
HRI's Mr. Hembree said. This already is happening, he said, noting that
business representatives on hospital boards are taking a more active role.

All agree that there are no simple solutions. But, "the big solutions
are going to be political and governmental," Mr. Werntz said. And,
he added, employers must be a part of this. •
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New laws adding to cost
of benefits administration

By CAROL M. CAIN

Federal legislation is driving up
the cost of administering employee
benefit programs, employers and
consultants report.

"I think one way or another, it is
costing more to understand and
comply with new federal legisla-
tion," said Cynthia K. Hosay, vp of
health care cost management at
Martin E. Segal Co. in New York.

To keep up with these federal re-
quirements, employers are:

• Buying additional computer
software.

• Hiring additional staff, if the
budget allows. If not, benefit man-
agers and their staffs are working

To the master violin craftsman, there is no
room for mediocrity. The restoration of a
fine instrument is an art that demands

experience, hard work, and an unwavering
commitment to excellence.

IRA has a 15-year experience base and the
rehabilitation expertise to restore disabled
people to the most productive levels
achievable. After 230,000 cases of managing
medical service delivery and providing
vocational rehabilitation services, IRA has
proven its commitment to excellence.

Today, we're building on that commitment.
Our goals are to assure the provision of
quality care, to manage medical costs and to
return disabled people to work. IRA offers
an unmatched range of rehabilitation
services. With over 135 offices coast to

coast, we provide local service, nationwide.

When it comes to the art of restoration, IRA
agrees with the master craftsman. There is
no room for mediocrity.

For more information, contact your local
International Rehabilitation Associates office
or call toll-free 800-IRA-HELR In Alaska or

Hawaii, call collect 215-687-9450. Or write:
Intracorp/IRA, Mr. Daniel H. Davis,
Senior Vice President, 701 Lee Road,
Wayne, PA 19087.
IRA. Rehabilitation that works.

international rehabilitation associates inc.

An Intracorp Company

'All kinds of things are piling up. (Federal
requirements) are harder to work with, much

harder to understand, and you need higher quality

people,' says Raymond B. Werntz, director of
employee benefits for IC Industries in Chicago.

overtime.

• Paying for more services from
consultants and attorneys.

Administering federal benefit
mandates is a "distraction" for

employee benefit managers and
their staffs, said James D. Mor-

timer, president of Midwest Busi-

ness Group on Health in Chicago.
These requirements not only add

to the administration of health

benefit plans, they also force bene-
fit managers to postpone working
on other projects, including the de-
velopment of cost-containment
programs, he said.

The two major pieces of federal
legislation that are making em-
ployers grimace are the Consoli-
dated Omnibus Reconciliation Act,
which was signed into law April 7,
1986, and the Tax Reform Act,

signed Oct. 22, 1986.
"I don't think the federal gov-

ernment has any idea what COBRA
has done to the employer," said
Linda Havlin, a consultant with
Hewitt Associates in Lincolnshire,
Ill.

"I see utter frustration on eli-

ents' faces. They blurt out: 'I'm just
not going to offer benefits any-
more.' They don't mean that, but
they are so frustrated," she said.

COBRA requires most public and
private employers to extend group
health care coverage to employees'
widowed, divorced or separated
spouses for up to 36 months. And,
except when fired for gross mis-
conduct, former employees can ob-
tain coverage for up to 18 months
after they leave a company.

Only those employers with fewer
than 20 employees and certain re-
ligious organizations are exempt
from these provisions.

To pay for the administration of
this continuation coverage,
COBRA allows employers to tag
onto the premium an additional
2%. But that's not near enough,
ennployers say.

Among other things, the Tax Re-
form Act imposes new non-dis-
crimination rules on all group
health plans in 1988. The thrust of
this provision is to ensure that
qualified benefit plans do not favor
highly compensated employees
over lower-paid employees. If a
plan if found to be discriminatory,
highly compensated employees
would be taxed on the cost of por-
tion of the benefit is found to be

excessive.

It's not easy for employers to as-
sess exactly how much these new
federal requirements will cost over
the long haul, but administration
will cost more, experts agree.

"It's difficult (to figure the costs)
because there are so many inter-
vening variables," said William E.
Hembree, director of Health Re-
search Institute in Walnut Creek,
Calif.

Susan Peard, a senior consultant

with Coopers & Lybrand in Chi-
cago, noted that employers pay ad-
ministrative fees to their insurer,
their utilization review firm, their

consulting firm and perhaps other
vendors.

"As benefits become more com-

plex, you have to pay out more for
the administration of them," she
said.

"All kinds of things are piling
up," noted Raymond B. Werntz,
director of employee benefits for
IC Industries in Chicago.

"(Federal requirements) are
harder to work with, much harder

to understand; and you need
higher quality people," Mr. Werntz
said.

Continued on next page
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Then get excited about the new Bill Review and Medical Audit program from
Cost Care that combines experienced medical professionals and prompt
turnaround to deliver:

8/ Guaranteed savings
8/ Physician evaluation for medical necessity
1 RN review of all audits

6/ Integration with all Cost Care programs
Cost Care guarantees performance.
cosT caRe TM
Call: ,) BILL REVIEW ANDMEDICAL AUDIT
Phillip Havener, VP
1-800-762-3029 Nationwide

PROGRAM

Administration
Continued from previous page

Employers also are discovering
that they need computer programs
and outside help in order to handle
these additional administrative
tasks.

"An awful lot bought software
packages to take care of COBRA.
But consultants can't go in there to
send out the notifications," said
John Garner, a principal with con-
sultant Towers, Perrin, Forster &
Crosby in Los Angeles.

"I heard of a few that hired more
staff, but there are not that many
that have that option," Mr. Garner
added.

Many employers, however, like
Pacific Telesis Group in San Fran-
cisco, take care of notifying eligi-
ble employees Under COBRA, then
hire an insurer to handle the
clairns.

"We just started Jan. 1. . .We
knew we weren't going to do the

Ifyou only look at the pieces,
you may miss the whole picture.

Because sometimes the most valuable pieces are missing
The right reinsurance decision means looking at total value
That means technical expertise and commitment to the market
It means Industry knowledge and the willingness to share it.
At Lincoln National, our success depends on being a reinsurance
resource you can count on - for capacity and much, much more. rl LINCOLN
Almost 80 years of experience make us a powerful resource And b lmATIONAL
when you're a client, our strengths are yours to draw upon.

REINSURANCE
The lowest price doesn't always reflect the highest value. That's as
true in reinsurance as it is everywhere else So when you're The Reinsurance Resource.

considering reinsurance, look at the pieces. Then look carefully 1300 S Clinton Street

at the whole picture. Fort Wayne IN 46801
PO. Box 1110

1

'It's good news for
consulting firms,

especially for
short4erm projects,'
says Mr. Kennedy.

full administration in-house. We
would need more staff," reports
Marianne Allio, a benefits special-
ist with Pac Tel.

The communications firm put the
claims handling contract for
COBRA compliance out to bid be-
cause two different insurers-Con-

necticut General Life Insurance
Co. and Aetna Life and Casualty
Co.-write the company's health
care program. Aetna won the con-
tract.

While she says it's too early to
tell how much the service will cost

over the years, Ms. Allio believes
"it will cost more than the 2% al-
lowed under the law."

Aetna's charges for COBRA ad-
ministration vary depending on the
size and complexity of the em-
ployer, said Thomas J. Taylor, an
Aetna account executive in San
Francisco. For the average em-
ployer, however, there is an initial
$500 set-up fee, a $20 set-up fee for
each case and $2 per month per
case thereafter.

!'Employers must do the noti-
fying, but Aetna does all the trans-
actions," Mr. Taylor said of the
program, which currently is being
marketed only to Aetna clients,
though the insurer is providing this
service for several non-Aetna cli-
ents.

Other insurers offer similar ser-
vices and, according to consul-
tants, are in the best position to
provide such programs because
they are set up to handle claims
administration.

But companies other than insur-
ers also are marketing COBRA ad-
ministration packages, which con-
sultants say usually are quite
expensive.

For instance, one firm was offer-
ing to do billing, collection and
subsequent notification for a start-
up cost of $25 per case and a $10
monthly charge per case thereaf-
ter, said Paul Kral, senior vp of eli-
ent services for U.S. Administra-

tors Inc., a third-party
administrator located in Los An-
geles.

U.S. Administrators is not yet
offering COBRA administration
services, he said.

However, Ms. Peard from Coo-
pers & Lybrand says some admin-
istrators are charging similar set-
up fees and then $5 or $2 per case
per month,

But even at $2 per case per
month, Ms. Peard believes admin-
istration costs may exceed the 2%
additional premium that the law
allows employers to charge.

These fees at some point may de-
crease, however, Ms. Peard and
others believe, because these early
subscribers are paying the cosi to
establish the programs, she said.

COBRA administration costs

"should be flattening out because
of better software," added Alf
Gimbel, senior vp of Byerly & Co.
Inc., an employee benefit consult-
ing firm in Denver.

But until COBRA and changes in
the tax law become more under-

standable, employers probably will
find they need to rely more on their
consultants or attorneys for inter-
pretation and advice.

"I think probably the consul-
tants are happy," commented
Clark E. Kerr, vp of corporate
health programs for Bank of
America in San Francisco.

"It's good news for consulting
firms, especially for short-term
projects, including the evaluation
of software packages," said James
P. Kennedy, director of group ser-
viees in the Midwest for Buck Con-
sultants, -



Which is the shon est pash
to _ong serm securil?

a -
-4

:*9 - 2 34 i ri191 7 : 1
EA I

- -

P. I
.

7.-*-

t

-..,!IQU
1, I -#

1/1.2 1 In un
.£4

h E

-

.
r

, 2

4 ' .

11 H „
t lili, 1 4444

1 11' , . 1 444 1 1%
' 1

,

4
1,

' 11

'.4, P

ill- f
: 11, 11

:fl, J
3'

trts f I
1 gli J Direct or through the broker?

'E
44

16110ijj lilli

*! r./.t, 1 At Clarendon we are committed
1;

*

1 Its 1
7 :f .

*Upj'nocipar:ffoliTA
r f to working through highly skilled

I
intermediaries.

** 50,
ej

Combine this with our financial/1 ,

F iii li t

f DR. O/Wril k ' k ac security and experienced under-
./ '0 0_=L-li01 1# muppz- 08*0.6 4-Fj ¥E 11 - 'F - $*d writers, and you have the shortest

10&"-cm"nITIIm 1 00,00' , 1 -83
d 14'.1 path to a secure reinsurance

4#0& el 146 -2 3.08 0 66 r A = 6 - 1,11,1,

I. S
-- 56*0041

P- = -
-- ir_- d - -= . 0 *41 program.

-

li 491 "-444 m ' " A i
%6- It, I That's why we have:

1 k a ' 4 *g 0, _ 11 4*1 - t' a fl 1 -.....IZ 1 11,1
p ,

d-

5-1,9,7,
Surplus of $225m.

Czzl

0 1 4 * 1 11 -a -ri- i 0 4* a, FR*I= = u z: 0 8 0:6,763-*0 -isz Creative, flexible underwriting
.

-

i.1 6 ,1 41'89 'P 1,11 tf '11 4,# 8! 4 v u Q . =_ = 0 griD 5
ceu 0 0»0 00jODO Ilo P dedicated to traditional licensed: :42 £33 'f:al i =15 Drir 07Uj u 11 0 11 U, Plt HI -4- 2 0 07 0 D,17'  '" treaty reinsurance.

IA n "91 0 D 11 B M " 411' F
_1-LL/1.-Lj*-- 4 i, a & 1' „ *lb" 4'/1,1 49, A long term commitment to the

-

416 fw 321 --
_ 44

brokerage market.

6

-0*a. -
--

1-94
f

.

./ ilies.

, '. EL

.

5 ' : .. r f
n i gl-- , .

--
t

r

azl®:#'/5421.*-_/ ./7;-2* y __-*u„-..«:,Es-, 1/1*,«:41 S.g.-ZeZ.iA*,·ss
Although they may look different. paihs A and B are exactly the same length CLARENDON NATIONAL

INSURANCE Co.

CLARENDON NATIONAL INSURANCE CO. & CLARENDON AMERICA INSURANCE CO. MEMBERS OF THE CLARENDON INSURANCE GROUR



24 / business insurance, February 16, 1987
spotlight report

Employers urge changes in HMO regulation
By ROBERT A. FINLAYSON

Employers are looking for broad
changes in federal health mainte-
nance organization regulations in
their quest for lower HMO rates.

In addition to the Reagan ad-
ministration's proposal to repeal
the so-called equal contribution
rule in the federal HMO Act of

1973, employers also want to elimi-
nate community rating and man-
datory dual choice regulations.

Employers contend that much of
the HMO Act and associated fed-
eral regulations are unnecessary
and are keeping HMO premiums
inflated.

For example, the equal contri-
bution rule requires employers to
contribute the same per-employee
amount to federally qualified
HMOs as they contribute to the
medical indemnity plans they pro-
vide.

Community rating stipulates
that a federally qualified HMO
must base the premium it charges
on the experience of all of its sub-
scribers, rather than individually
rating each group based on its own
experience.

Dual choice requires that em-
ployers must offer their employ-
ees an HMO option if a federally
qualified HMO approaches the em-
ployer.

"Managed care plans no longer
need special protection by the gov-
ernment to perform well in the
health care market," William
Roper, administrator of the federal
Health Care Financing Adminis-
tration, told a recent HMO confer-
ence in Washington, D.C., sum-
ming up most employers' views.

However, many HMOs fear the
repeal of the equal contribution
rule would put their industry at a
competitive disadvantage, because
employers could lower their con-
tributions to HMOs to the point
where employees' share of the pre-
mium would be so high, it would
act as a disincentive to joining an
HMO.

HMOs also claim that while em-

ployers want to eliminate con-mu-
nity rating, they would be reluc-
tant to pay higher premiums when
their experience justifies a higher
rate.

And without the dual choice

provision, some employers would
not offer HMOs to their employees,
the HMOs contend.

"The whole issue here is that the

employers want lo be able to nego-
tiate with the HMOs," observed
Fred W. Wasserman, chairman and
chief executive officer of Maxicare

Healthplans Inc. in Hawthorne,
Calif. "The problem with changing
the regulations is that unless you
change the benefits that HMOs are
required to provide, it's inconsis
tent.

"Frankly, I think the larger
HMOs would (rather) like to see
the (HMO) Act terminated, if we're
going to go and start carving sec-
tions out of it," he said.

Employers see the administra-
tion's January proposal to repeal
the equal contribution rule as the
harbinger of a significant change
in the way employers deal with
HMOs (Bl, Jan. 19).

"I think you're going to see many
changes this year, especially if the
treatment of equal contributions
by employers for indemnity and
HMO plans goes away," said David
McIntire, director of employee
benefits for General Mills Inc. in

Minneapolis.
Last year, the administration

proposed repeating the HMO Act.
Although that proposal went no-
where, it is expected that the ad-
ministration will try again this
year to convince Congress to repeal
or radically alter the law.

But, employers say they are not

necessarily looking for repeal of
the HMO Act, but rather are seek-
ing a regulatory environment in
whi ch HMOs would be no more

costly than employer-sponsored
indemnity plans.

Employers contend that younger,
healthier employees opt for com-
munity-rated HMO coverage, while
older employees-who use more
health care services-opt for cov-
erage under the typically experi-
ence-rated indemnity plan, which
drives up the premium for the in-
demnity plan.

"Ideally, we would like to share
in the efficiency that the HMOs
promise, but I don't think the em-
ployer community is being that ag-
gressive,'' noted David Repko,
health care cost manager for J.C.
Penney Co. Inc. in Dallas.

"I think many employers are at
the stage where what they are
really trying to achieve is not los-
ing any money by having offered
HMOs," Mr. Repko added.

But, "in the absence of regula-
tory change, employers are going
to become more and more reluctant

to deal w:th HMOs," warned Willis
Goldbeck, president of the Wash-
ington Business Group on Health.

It is not clear whether the repeal
of the equal contribution rule
alone would have a significant im-
pact on the HMO marketplace,
since many employers are already
using a loophole in the HMO Act
that allows them to adjust their
HMO contributions.

The loophole allows employers to
use demographic studies of em-
ployee groups that have selected

I. a

the HMO option to determine the
employers' contribution toward
HMO coverage. Employers have
been able to demonstrate that em-

ployees who enroll in HMOs are
typically younger and healthier
than those selecting employer-
sponsored indemnity plans.

Based on such findings, employ-
ers have persuaded some HMOs to
set up non-fede2rally qualified sub-
sidiaries, which are not subject to
the equal contribution rule.

By using this procedure, the em-
ployer can adjust its contribution
to the HMOs to reflect the expected
lower utilization pattern of youn-
ger employees most likely to opt
for HMO coverage.

"We took a look at what the

HMOs were charging us vs. our
own plan experiences and took a

4D
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look at the demographics of the
people in the HMO and the people
in our indemnity plan and thought
we were significantly overpaying
the HMOs for the people that were
being covered by them," noted
Alan Peres, manager of health care
utilization for Illinois Bell Tele-

phone Co. in Chicago.
"Making adjustments for the na-

ture of the group that selected
HMO coverage is going to result in
a decrease in the contribution that

the employer would otherwise
make to the HMO if they just
looked at the cost of their indem-

nity plan and took an average of
that," explained Mr. Repko.

Under that scenario, the em-

ployer winds up paying the same
amount per employee that it would

Continued on next page

0 la



D

Continued from previous page
have paid if the employee was en-
rolled in the employers' indemnity
plan, he noted.

Penney and Illinois Bell were
two of the first employers to adjust
their HMO contributions based on

the demographics of their enrollees
(BI, Dec. 23, 1985).

However, the HMO industry is
strongly opposed to repealing the
equal contribution rule, noted
Mark Joffe, general counsel of the
Group Health Assn. of America, a
Washington-based HMO trade
group.

"It's unfair to HMOs to give em-
ployers free license to reduce their
contribution to HMOs. That would

be unfair to the employees who
join HMOs, as well as place HMOs
at a competitive disadvantage, "
Mr. Joffe said.

He also said the proposal is in-
consistent with the purposes of the
HMO Act. Mr. Joffe maintained

that in situations where the em-
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ployer lowers its contribution to
HMO plans, those plans will lose
membership, "because the amount
of money paid out of pocket is a
very big determinant of what sort
of health coverage a person
elects."

While it's unlikely the GHAA
will convince the administration to

change its position regarding re-
peal of the equal contribution rule,
Mr. Joffe said the association is

considering suing HCFA if the rule
is repealed, on the grounds that the
move would violate the intent of
the HMO Act.

Most employers say they under-
stand the concerns of HMOs, but
they say employers will act re-
sponsibly and not lower their HMO
contributions to dissuade employ-
ees from enrolling in HMOs.

Speaking as chairman of the
HMO committee of the Washington
Business Group on Health, Illinois
Bell's Mr. Peres says most employ-
ers will not drastically cut HMO

contributions, because it is not in
the employers' best interests.

"If you have an employer that
has a significant number of em-
ployees in an HMO, which many of
them do, you're not going to turn
around and do something that will
set up a significant employee-rela-
tions problem," Mr. Peres ex-
plained.

"I know that the HMOs are

afraid that some employers will
say that they're not going to con-
tribute anything to HMOs, while
others will contribute an unrea-

sonably low amount. But I think
for the overwhelming majority of
employers, particularly large em-
ployers, that's not going to hap-
pen," he said.

Mr. Peres and other employers
also pointed out that the proposal
to eliminate the equal contribution
rule specifically states that an em-
ployer making no contribution to
HMOs would be viewed by the gov-
ernment as violating the dual-
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choice rule.

Beyond the repeal of the equal
contribution rule, many benefit
managers and consultants say
community rating is the next battle
ground.

"Community rating is something
that goes right to the core of how
HMOs are given their incentive" to
control health-care costs, Penney's
Mr. Repko said.

In fact, some employers already
are negotiating employer-specific
rates with HMOs by working
through non-federally qualified
subsidiaries, Mr. Goldbeck of the
WBGH pointed out.

"More and more employers have
become aware of the fact that other

employers have been successful at
convincing HMOs to accept em-
ployer-specific rates," he noted,
adding that HMOs have become
more inclined in recent years to
accept employer-specific rating
without a fight.

"I can understand why individ-
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ual HMOs would be concerned, but
from the standpoint of national
policy, I believe it's the right way
to go," Mr. Goldbeck said.

Employers, particularly those
with very large employee popula-
tions, say they want more informa-
tion from HMOs about employee
utilization patterns, and they want
rates based on those utilization

patterns.
General Mills embarked on a

program two years ago with sev-
eral HMOs to develop a uniform
system for collecting and reporting
utilization data on its HMO enrol-
lees.

General Mills hopes eventually
to use this data to negotiate premi-
um rates with HMOs, Mr. McIntire
said. But he warned that not all

employers will lower their HMO
premium under such a system.

"There will be some companies
that have been with an HMO and

paying basically a community rate
that may be unhappy once they
know what their own company ex-
perience is, because they find out
that they have been overpaying the
HMO," he said.

"But there are also going to be
some other companies that find out
they've really been doing OK, be-
cause they've been getting a value
that's much more than what

they've been paying in the way of
capitation," he explained.

"So there are going to be some
happy employers and some un-
happy employers once we get to the
point where you can start looking
at HMOs on an experience-rated
basis," Mr. McIntire said.

Some employers say they are
concerned that experience-rated
premiums would remove any cost-
saving incentives built into HMOs.

-When an employer starts nego-
tiating based on experience for a
total HMO premium, that's when I
get concerned," Mr. Repko noted.

"I'm not so sure it really doesn't
destroy a lot of the incentives we
hoped to put in place with HMOs,"
he added. "Once you start nego-
tiating based on experience, there
is a risk of turning HMOs into a
kind of fee-for-service system. "

Other employers warn that not
all companies will necessarily end
up paying a lower rate to HMO
plans under an experience-rating
systern.

Even more far-reaching than the
issue of experience rating is the
issue of whether the dual-choice

rule-which requires employers
with more than 25 employees to
offer federally qualified HMOs to
their employees if the HMO asks to
serve the employees-should be re-
pealed.

This rule forms the backbone of

the HMO Act, and most benefit

experts acknowledge that without
it, the HMO industry probably
never would have flourished as

quickly as it did in the 19705 and
early 1980s.

But now, as with the equal con-

tribution rule, employers are ques-
tioning whether the requirement is

necessary in view of HMOs' size
and market impact.

"The mandatory dual-choice re-

quirement of the current law is
something that we think needs to
be reviewed and questioned as to
whether it's appropriate anymore,"
said Mr. Repko.

Employers will ask Congress to
review the need for a requirement
that protects an industry that

many employers feel no longer
needs a helping hand from Uncle
Sam, he said.

But HMOs see the dual-choice

rule as the heart of the HMO Act.

"If you don't have mandatory dual
choice, you don't have an HMO
Act," says Maxicare's Mr. Wasser-
man. "I don't know of many em-
ployers who don't want an HMO
Act. They may want changes, but
most of them want to offer HMOs

because without them there's no

competition (in the health care
market)," he says. m
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Wellness plan savings
are difficult to measure

By MEG FLETCHER

It's easier for an employer to de-
termine how much a wellness pro-
gram will cost than how much it
will save.

While some of the companies of-
fering these health promotion pro-
grams can provide sophisticated
studies of their results, a typical
benefit manager may not have the
resources needed to conduct such

analyses (see story, page 28).

"Measuring savings due to well-
ness is very difficult," said actu-

ary Tom Donlon, a principal in the
Chicago office of consultant Wil-
liam M. Mercer-Meidinger Inc.

Indirect benefits like improved
employee morale can be assessed
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through attitude surveys, but it is

hard to quantify cost savings be-
cause of such variables as the de-

mographies of the participating
employees, their general health
and even the status of the economy,
most benefit experts agree.

Benefit managers-especially
those at small and medium-sized

employers-who are considering
establishing wellness progranis

need to analyze their employee
population and decide what they
want a wellness program to do and
what they are willing to spend in
both cash and resources before

choosing a program, advises Ann
Stuchiner, a consultant at Hewitt

Associates in Lincolnshire, Ill.

Benefit managers also should
question how well the program
will work for their size employee

group, says Molly McCauley, man-
ager of health promotion for
American Telephone & Telegraph
Co. in Basking Ridge, N.J.

And, a benefit manager seeking a
wellness program should make
sure a monitoring component is
built into the program, Mercer-
Meidinger's Mr. Donlon said.

"The offerings of programs are
light years ahead of the measure-

ment of the programs," said Wil-
liam E. Hembree, director of Wal-
nut Creek, Calif.-based Health
Research Institute.

A survey of the wellness prae-

tices of New England employers
conducted by Mercer-Meidinger
found that 60% of the employers
spend less than $10,000 per year on
health awareness and wellness ac-

tivities; 15% spend between
$10,000 and $50,000; 3% spend be-
tween $50,000 and $100,000; and

6% spend more than $100,000. The
remaining 12% did not know their
company's wellness program bud-
get (BI, Feb. 3, 1986).

The cost of offering a wellness
program includes direct costs, such

as fees paid to vendors, and in-
direct costs, such as lost employee
time during participation.

A great portion of direct costs
depends on the method of delivery,
noted Paul Backlund, a principal
consultant in the Chicago office of
The Wyatt Co.

For example, programs that en-
list the services of organizations
like the American Cancer Society

may be less expensive than those
programs offered through a pri-
vate, for-profit, company, he said.

Other direct costs include facil-

ity construction or modification,

promotional materials and some-
times incentive payments to em-
ployees for participating.

An employer can reduce its pro-
gram costs by requiring an em-
ployee contribution-either by
charging fees or by requiring that
wellness activities be completed on
employees' personal time.

Employers primarily hope to
benefit directly from wellness pro-

grams by controlling medical
claims and reducing absenteeism.
They also seek to benefit through
such intangibles as improved mo-

rale and job satisfaction.
David R. Anderson, manager of

Minneapolis-based Control Data

Corp.'s Staywell Information Ser-
vices, said employee attitude

changes are the first to occur after
implementation of a wellness pro-
gram, and can be "pretty dra-
matic" as employees realize their
employer really cares.

AT&T found "employees who

participate in health promotion
modules certainly feel they are
more productive and energetic and
that their quality of work has im-
proved as a result," according to a
report on the program in the Jour-
nal of Occupational Medicine.

Continued on page 28
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Wellness savings
Continued from page 26

"In the long run, these feelings of improved
work quality and productivity may be just as
beneficial to employees and to employers as
the more objective health risk indicators, if
these feelings reduce stress for participating em-
ployees," the report said.

The Health Research Institute may help shed
some light on evaluating program effectiveness
this spring when it reports the results of a sur-
vey of 500 companies with wellness programs.

Only about 3% of employers responding to
HRI's 1985 biennial survey of cost containment
programs measure the effect of their health im-
provement programs on medical care costs.
However, the number of respondents studying
employee absenteeism increased to 3.4% in 1985
from 1.7% in 1983, the 1985 HRI study showed.

Nearly three-fourths of the employers in
Mercer-Meidinger's survey of New England em-
ployers used employee participation in evaluat-
ing the success of their programs. About 13% of
these employers measured cost savings, pri-
marily by analyzing health claims submitted
and average sick days; other employers used

health insurance premiums as a measurement.
However, it is becoming more difficult to

measure the benefits of wellness programs be-
cause of the cost-containment effects of such

benefit options as health maintenance organiza-
tions, which do not keep health care cost data on
the same basis as more traditional fee-for-ser-

vice programs, said Roger W. Reed, manager of
Blue Cross/Blue Shield of Indiana's Wellness

Resource Center in Indianapolis.
But employers with HMOs still can measure

the effect of their wellness programs through
participation levels and program effectiveness
yardsticks like pounds lost in weight reduction
programs, Mr. Reed said.

While measurements differ, the majority of
wellness program managers contacted agreed
that savings tend to increase over time, in part
because some start-up costs do not recur.

"The longer the program is in place, the
greater the savings," said Mr. Reed.

Johnson & Johnson found that for the first

three years of its program, annual savings ex-
ceeded that of the previous year, said Frank W.
Barker, president of Johnson & Johnson Health
Management Inc., a new subsidiary created to
market the company's wellness program in New
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However, E.I. du Pont de Nemours & Co. in
Wilmington, Del., says the greatest drop in ab-
senteeism due to illness is seen in the first

two or three years, then it levels off.
The greatest savings should be over time be-

cause of the chronic nature of many illnesses
that wellness programs seek to prevent, said
Dr. Robert Dedmon, staff vp of medical affairs
for Kimberly-Clark Corp. in Neenah, Wis.

But, those introducing a wellness program
should expect a short-term increase in claims
following employees' health assessments, as em-
ployees remedy newly identified problems.

But, at least one company isn't concerned
about quantifying its program: Nissan Motor
Manufacturing Corp. USA in Smyrna, Tenn.,
defines wellness as "the progressive realization
of a personal, predetermined worthwhile goal in
any of six areas-spiritual, mental, physical, oc-
cupational, social or family," explained wellness
specialist Margot Nash.

Nissan programs are presented to 12- to 15-
member work groups. Individuals set goals, such
as weight reduction, and the group supports
them. "We know that it works," Ms. Nash said.
"We trust the process." I
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4 employers
now marketing
wellness plans

By MEG FLETCHER

"We saved ourselves money; let
us save it for you," could be the ad-
vertising slogan for four employers
that are marketing their wellness
programs to other companies.

Johnson & Johnson, Control
Data Corp., E.I. du Pont de Ne-
mours & Co. and Blue Cross/Blue

Shield of Indiana all are touting
cost savings in marketing their
wellness programs to other firms.

Other employers, including
American Telephone & Telegraph
Co., are reporting favorable results
from their wellness programs, but
are not putting the programs on
the market.

While the employers marketing
their wellness programs provide
statistics to back up their claims of
health care cost savings, some con-
sultants point out that many vari-
ables must be considered when

measuring a program's effective-
ness (see story, page 26).

And, calculating how much an
employer can expect to save also is
difficult because program sponsors
use different methods to measure

and report cost/benefit data.
A typical wellness program in-

cludes an assessment of an employ-
ees' health risks and specific
health promotion activities or ser-
vices such as weight reduction, nu-
trition, smoking cessation and fit-
ness programs.

Most prograrns are presented on
company premises and on pri-
marily personal time, although the
initial health assessment is often

conducted on company time.
Companies marketing their well-

ness programs to other employers
typically charge for each wellness
activity or service on a per-em-
ployee basis. The cost varies, based
on the size of the employee popula-
tion and the number of activities or

services provided.
The Health Research Institute in

Walnut Creek, Calif., reports that
some rules of thumb for annual

program costs on a per-employee
basis are: self-care education,
$2.24; stress management, $1.48;
lifestyle change, 75 cents; back
care, 72 cents; first-aid, 61 cents;
nutrition education, 53 cents;

weight control, 37 cents; smoking
cessation, 36 cents; medical con-
sumer education, 13 cents.

Employers marketing their own
wellness programs include:

• Johnson & Johnson.

Annual hospital costs for par-
ticipants in Johnson & Johnson's
Live for Life wellness program in-
creased only about half as much as
those for a control group of J&J
employees from January 1979
through 1983, according to a study
commissioned by the company.

Hospital costs rose an average
of $42.50 annually for Live for Life
participants, compared with a $76
annual increase for non-partici-
pants. In addition, hospital admis-
sions and hospital days increased
more slowly at a J&J site offer-
ing the program. No significant
differences were reported for out-
patient or other health care costs.

Absenteeism due to illness de-

dined 17% among wellness pro-
gram participants, and the num-
ber of days lost due to

work-related injuries also declined
significantly, said Frank Barker,
president of Johnson & Johnson
Health Management Inc., a new
subsidiary created specifically to
market the wellness program.

The study, which gauged the ef-
fectiveness of a typical J&J well-
ness program, covered 11,406 em-
ployees in 18 states, which were
divided into two study groups and

Continued on page 30
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Wellness plans
Continued from page 28
a control group.

The annual cost of operating the
program was $200 per employee
in 1980, but because the program
has become more efficient, the cost
per employee dropped to $150 in
1986, Mr. Barker said.

J&J is marketing its Live for Life
program directly to employers or
through hospital providers, cur-
rently located in Massachusetts
and Florida. J&J expects to expand
its provider network nationwide by
year-end, Mr. Barker said.

The J&J program, which in-
cludes stress management, can
provide administrative and infor-
mation management systems to
track participation and the pro-
gram's effectiveness.

• Control Data Corp.
Control Data estimates that its

Staywell program, launched in
1979, saved the Minneapolis-based

company about $1.8 million an-
nually in health care claims.

The program's effect is evaluated
using a complex data base that
links risk factors and program par-
ticipation to health care claims and
experience; tracks individual risk
factor change over time; and links
risk factor change to demographic
characteristics, Staywell partici-
pation, sick leave and health care
claim trends.

Additional results will be avail-

able in the future because the com-

pany has made a 10-year commit-
ment to evaluate its program, said
David R. Anderson, manager of
Staywell's information services.

In addition to basic wellness

program offerings, the program in-
cludes stress management and
back care programs.

As of 1985, at least 62% of eligi-
ble Control Data employees parti-
cipated in at least one activity of-
fered under the Staywell program,
while 37% completed a risk profile

and participated in activities.
Control Data is marketing pro-

gram components nationwide on
an unbundled basis for all sizes of

employee groups. The program is
offered through more than 50
health care providers nationwide.

• Du Pont.

Du Pont reports that disability
wage costs for hourly employees
dropped 18% to 25% through its
Take Time for Health program.

The study tracked between 3,500
and 4,000 hourly and salaried em-
ployees for three years at one site
and five years at another.

In addition to the basic wellness

program activities, the program
offered by the Wilmington, Del.-
based company includes stress
management, back wellness and
blood pressure control.

Du Pont currently is marketing
its program to employers, although
it has not been formally an-
nounced, said Robert L. Bertera,
manager of health promotions pro-

grams.
• Blue Cross/Blue Shield of In-

diana.

For every dollar invested, Blue
Cross/Blue Shield of Indiana's

Stay Alive & Well program saved
$2.51 in health care claims and the

cost of absentee days, said Roger
W. Reed, manager of the health in-
surer's Wellness Resource Center.

These results were revealed in a

study financed by a grant from the
W.K. Kellogg Foundation. The
study tracked 667 participating
employees and a control group of
892 employees from January 1978
through April 1982.

BC/BS of Indiana will review

additional data from early 1982
through 1985 with funds from a
second grant from the Kellogg
Foundation.

The Indianapolis-based BC/BS
affiliate spent $867,000 on its well-
ness program in its first five years,
including not only direct costs but
the cost of employees' wages and
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benefits while they participated in
all activities-except fitness-on
company time. The program broke
even after 36 months, the insurer
says.

BC/BS of Indiana is now offering
its program in that state directly
to ernployers or through 27 pro-
vider hospitals.

Other companies that report fa-
vorable results from their wellness

programs-but are not marketing
them to other employers-include:

• AT&T.

Nearly 2,000 participants in
AT&T's Total Like Concept Pro-
gram in 1983 and 1984 showed
greater overall improvements in
exercise levels, in their ability to
stop smoking, in perceptions of
their own health and in stress-

linked behavior than employees
who did not participate.

The conclusions stemmed from

an analysis of measurable health
risk data and employee attitudes.

In addition to basic wellness
programs, AT&T's TLC program
offered stress management, inter-
personal communications, back in-
jury prevention programs, cancer
screening and cholesterol reduc-
tion programs, according to Molly
McCauley, AT&T's manager of
health promotion in Basking
Ridge, N.J.

An ongoing evaluation is com-
paring program operating costs-
including the costs of employee
participation on some company
time.

• Kimberly-Clark Corp.
Kimberly-Clark's Health Man-

agement Program has tapered the
increase in health care costs for

employees at its Neenah, Wis.,
base, according to a 1986 report
evaluating the company's program.

Before the program was estab-
lished in 1977, health care costs
among Neenah employees averaged
$750 per plan participant-ap-
proximately the same as the per-
capita health care cost component
of the Consumer Price Index. But

in 1985, health care costs in
Neenah averaged approximately
$1,250 per plan participant, com-
pared with CPI per-capita health
care costs of about $1,400.

However, the report acknow-
ledges that the health improvement
program is one of several factors
that could have helped bring down
health costs in Neenah. Other fae-

tors could include demographics
and regional variations in health
care fees.

In addition to basic wellness ac-

tivities, Kimberly-Clark's Neenah
plant has a $2.5 million fitness fa-
cility, offers classes in first-aid and
cardiopulmonary resuscitation and
provides occupational health nurs-
ing services.

The program, which is open to
spouses and retirees, costs about
$400 per employee annually for
Kimberly-Clark's 5,500 Wisconsin
employees, or about $2 million, ac-
cording to Dr. Robert Dedmon,
staff vp of medical affairs.

• United Methodist Publishing
House.

Early results show that United
Methodist Publishing House's
TryUMPH for Health program re-
duced medical claim costs and

lowered absenteeism costs by
$17,000 for 238, or 20%, of its em-
ployees eligible for health benefits.

More than 600 employees, or 49%
of the workforce, participated in
some component of the program in
its first 18 months, at an initial
cost to the company of $3.50 per
month per employee, or $54,600.

In addition to basic wellness ac-

tivities and services, the Nashville,
Tenn.-based employer offered
stress management and safety-re-
lated programs, primarily on em-
ployees' personal time, said
Sharonne Lincoln, UMPH's man-
ager of health and safety promo-
tion.

The company also converted an
unused part of a printing plant
into a fitness facility.



Interest in wellness prog rams surge
By MEG FLETCHER

Employer interest in providing
wellness programs for employees is
soaring and that, in turn, is
prompting expansion and changes
in the programs, experts say.

"There is such a growing interest
in wellness programs," said Wil-
liam E. Hembree, director of Wal-
nut Creek, Calif.-based Health Re-
search Institute.

The responses of a "core group"
of 263 employers surveyed over a
four-year period revealed the per-
centage offering wellness programs
grew from 5% in 1982 to 14% in
1984, and more than doubled to

36% in 1986, according to the 1986
Group Benefits Survey by The
Wyatt Co. (BI, Dec. 8, 1986).

In its complete survey of 1,418
employers, Wyatt found that 49%
have some type of health promo-
tion and/or wellness program. But,

only 28% have more than one of
the programs surveyed: back care,
hypertension monitoring, smoking
cessation, stress management and
weight control.

HRI's biennial survey of the
1,500 largest U.S. employers found
they are providing education and
wellness programs at "a much
higher level" than in the past.

The proportion providing self-
care education, nutrition education

and weight-control programs all
have increased markedly from

1983 to 1985, the report said.
Other programs on the rise are

stress management, back care, on-
site medical consumer education

and health assessments, it said.

"Health promotion and wellness
programs are aimed at fostering
awareness, changing attitudes, and
identifying alternatives so that em-
ployees can make more informed
decisions and modify their behav-
ior to better achieve and maintain

a desired level of mental and phys-
ical health," Wyatt explained in its

survey.

To meet those goals, some em-
ployers are expanding their well-
ness offerings with such programs
as physical fitness, blood-pressure
testing, cancer screening, first-aid,
safety and interpersonal communi-
cations. These and other programs
like physical examinations, prena-
tal care and testing for diabetes
and glaucoma may be offered as a
separate wellness program or
through employers' medical plans.

Employers are also interested in
wellness programs because "the
state of the art of wellness pro-
grams is changing rapidly," Mr.
Hembree said.

New approaches are being taken
to measure the savings through a
wellness program, and some em-
ployers that have gathered such
data are marketing their wellness
programs (see story, page 28).

This improved data is convincing
employers that they can help re-

duce employees' lifestyle-related
problems, which are blamed for
more than half of all deaths, ac-
cording to studies quoted by Janice
Hand, a consultant for Hewitt As-
sociates in Lincolnshire, Ill.

Although wellness programs are

primarily voluntary, at least one
employer is making a broad smok-
ing cessation program mandatory.

Chicago-based USG Acoustical

Products Co. announced plans last
month to require its plant employ-

ees to quit smoking both in and out
of the workplace or lose their jobs.

The company says its policy is
motivated by concern for its work-
ers' health, although others suggest
it may be a way for the company to
protect itself from future lawsuits

by its workers who handle fibers
that may cause lung ailments.

More companies are expected to
take similar steps, predicted Paul
Backlund, a principal consultant
in Wyatt's Chicago office.

In addition, some wellness pro-
grams are broadening the popula-
tion of eligible participants to in-
clude retirees and spouses.

And, employers are using a wide
variety of vehicles to communicate
wellness programs to employees.

According to a 1984 study of
1,185 companies by Hewitt Associ-
ates, vehicles used to provide
health education information to

non-union employees include arti-
cles in regular employee newslet-
ters, used by 66% of the companies;
specially designed booklets or

r

L

pamphlets, used by 52%; special
mailings or newsletters, used by
46%; audiovisual presentations,
used by 38%; paycheck stuffers,
used by 37%; seminars or work-
shops, used by 28%; listening acti-
vities used by 13%; and medical
advice services, including tele-
phone hot lines, used by 12%.

And, E.I. du Pont de Nemours &

Co. in Wilmington, Del., offers
self-help kits for employees who
want a personal program, says Ro-
bert L. Bertera, manager of health
promotion programs. •
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Utilization review programs paying off
By DONNA DiBLASE

In an era of continuing health
care cost inflation, utilization re-
view is a good investment for em-
ployers, experts say.

But, they caution that these pro-
grams are not the final solution
to rising health care costs.

And they emphasize that careful
evaluation of the services offered
by utilization review vendors-
both before and after a program is
implemented-is the key to achiev-
ing the best results.

"Utilization review is definitely
still a good investment. Employ-
ers that have not added these pro-
grams will be cost-shifted against"
by other providers in the same
markets, said James Kennedy,
director of group services-Midwest

H E

for Buck Consultants Inc. in Chi-

cago.
"Utilization review is very pow-

erful," agreed William Hembree,
director of the Health Research In-

stitute in Walnut Creek, Calif.
"But it's not the end. Even if we

achieve 10% savings, we're still
paying the other 90%."

And, at today's health care
prices, the remaining 90% can be
very expensive-and will become
even more costly in the future.

For instance, the medical care
component of the Consumer Price
Index rose 7.7% in 1986, compared
with a 1.1% increase in the overall

CPI, according to the Bureau of
Labor Statistics.

In light of such health care infla-
tion, employers welcome any
chance for savings.

"Our review program is a no-lose
situation," said Carl Angel, direc-
tor of compensation and employee
benefits for Sheraton Corp., the
Boston-based hotel subsidiary of
ITT Corp. "The problem is that I
wish we could do more because it's

not even keeping us even with in-
flation of health care costs."

Sheraton implemented a utiliza-
tion review program a year ago
for its 10,000 salaried non-union
employees.

The Advocate program, adminis-
tered by John Hancock Mutual Life
Insurance Co., includes pre-admis-
sion review, concurrent review and
case management for long-term or
catastrophic illnesses.

Employees are required to call
a toll-free number to have non-

emergency hospital admissions

We Specialize in
Utilization Review Seruices

for Col*orate America.
When Chevron, Honeywell,

American Can Company and Carter
Hawley Hale looked for health

benefit management services, they
looked to HEAIIHMARC.

A subsidiary of United HealthCare
Corporation, HEAIIHMARC

is a leading provider of hospital/
surgery utilization review and case

management, along with other
cost control programs. For more

information, call Kathy Whittington
at 1-800-328-5979, Ext. 1148.

LTH

certified. Coverage which is
usually.1009-is reduced to 80% if
an employee's hospital admission
is not certified.

"We're just coming up on the end
of our first year with the program
and we're seeing a net savings of
about $800,000 in a benefits pro-
gram in which claims usually are
over $12 million," Mr. Angel said.

"We don't want to over-inflate
those numbers. Most insurance

companies say you can save 10% to
15% with these programs. But our
goal going into this was to achieve
savings of between 6% and 9%.I
think we're going to come up at
about 8%," he said.

Other companies are finding
even greater savings. For exam-
ple, St. Louis-based Park 'n' Fly
Services Corp.'s utilization review

R C
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program has helped the company
achieve a 27% reduction in claims

paid during the 11-month period
between Feb. 1, 1986 and Dec. 31,
1986, said Marie P. Dressel, assis-
tant to the director of operations.

She said that meant a savings of
$76,000 over the corresponding pe-
riod a year earlier for Park 'n' Fly,
which operates parking lots near
airports in several major cities.

The company's utilization review
program, administered by Lom-
bard, Ill.-based HealthCare COM-
PARE, covers about 300 employ-
ees, Ms. Dressel said. ''Our
premiums have stabilized and with
employees sharing in the costs,
that makes them pretty happy."

Park 'n' Fly's program, imple-
mented in July 1985, includes pre-
admission certification, mandatory
outpatient surgery for certain pro-
cedures, second surgical opinions
and pre-admission testing.

If ernployees do not have their
hospital admissions reviewed, their
benefit is reduced to 50% from

80%, she said.
"We got into cost-containment

programs early, but now employ-
ers really are starting to use the
programs," Ms. Dressel said.

So are other employers.
In a 1986 survey of 1,418 em-

ployers by benefit consultant The
Wyatt Co., 36% percent said they
had some type of utilization review
program in place.

Some 32% had programs that in-
cluded pre-admission certification;
29% had concurrent review; 45%
had mandatory second opinion
programs; and 18% had case man-
agement programs for long-term or
catastrophic illnesses.

Pre-admission certification pro-
grams offer the greatest potential
for savings, experts say, but case
management programs also can cut
health care costs significantly.

In most case management pro-
grams, alternative treatments are
suggested for patients with cata-
strophic or terminal illnesses, such
as spinal cord injuries or cancer.

Registered nurses and physicians
review the cases and coordinate
home health care or other services

that may not usually be covered
under the employer's plan but that
may be more cost-effective and
comfortable for the patient.

The programs usually are coor-
dinated with the discharge plan-
ning aspect of a utilization review
program: Cases are pinpointed for
case management when either in-
curred costs or total inpatient days
approach a certain limit.

"Probably the area where em-
ployers see the largest long-term
savings is in case management pro-
grams," said Linda Havlin, a con-
sultant with Lincolnshire, Ill.-
based Hewitt Associates.

HRI's Mr. Hembree said, "Case
management is something we'll see
more of, and we will see more sav-
ings from the programs. The case
manager will do things that
haven't been done in the past.

"I think the payers of health care
are beginning to realize that by
moving care in these cases, they
can save money and make the em-
ployee more comfortable," said Dr.
Robert J. Becker, chairman of
HealthCare COMPARE.

A basic case management pro-
gram can produce savings of 8% to
20% for every dollar spent to ad-
minister the program, he said.

A portion of Sheraton's savings
from its utilization review program
can be attributed to case manage-
ment, Mr. Angel said.

"We're picking out very high-
risk cases for case management,
and we've used it for about 15
cases. Two or three of those cases

already were in excess of $250,000
to $300,000," he said. "There's an

Continued on next page



Continued from previous page
awful lot more that can be done

with case management."
No matter what the utilization

review includes, savings will be
based on the aggressiveness and ef-
ficiency of the reviewers and can
vary tremendously, experts say.

-Your savings are going to be
directly related to the aggressive-
ness of the utilization review ven-

dor," said Walt Wood, a consul-

tant for Wyatt in Washington.
"You need to match the review

firm's aggressiveness with the em-
ployer's philosophy" of cost con-
tainment.

"If an employer goes with the
umbrella approach-pre-admis-
ion certification, second opinions,

concurrent review and case man-

agement-you're buying total con-
trol," said Hewitt's Ms. Havlin.

"The savings with a program like
this can range between 6% and
8%."

For example, Salt Lake City-
based American Stores Co. experi-
enced a 9% reduction in hospital

admissions per 1,000 employees in
the first year of its Caring Call
program, which is administered by
Blue Cross & Blue Shield plans
in several states.

Under the program, employees
must call a toll-free number to

have hospital admissions certified,
or they pay a $300 penalty, said
Tom Nielsen, vp of benefits for the
supermarket and drugstore com-
pany. He could not estimate the
percentage of health claim dollars
saved by the program, which
covers 54,000 employees.

Caring Calls' pre-admission cer-
tification triggers concurrent re-
view while the employee is in the
hospital, second opinions for sur-
gery and case management for cat-
astrophic illnesses.

"We feel that the review of alter-

native care is the key part of the
whole program. Through that, we
were able to achieve the decrease

in hospital admissions,", Mr. Niel-
sen said.

Greyhound Corp. in Phoenix,
Ariz., trimmed its health care costs
by about 3% in the first year it had
a utilization review program.

"In the second year of the pro-
gram, that may be a touch higher-
maybe about 5% of total plan
costs," said Tom Gray, director of
employee benefits.

Greyhound's program, adminis-
tered by Minneapolis-based Health
Risk Management Inc., was imple-
mented a little more than two years
ago, he said. It includes pre-admis-
sion certification, second surgical
opinions, concurrent review and
discharge planning.

In addition, the review firm ne-

gotiates fees with hospitals based
on Medicare's diagnostic-related
groups and with physicians and
surgeons based on reasonable and
customary fees, Mr. Gray said.

About 5,000 employees in several
states are covered under the pro-
gram, which is used in conjunction
with Greyhound's self-insured in-
demnity health plan.

There is no specific penalty for
not complying with the program,
he said. But employees do risk
paying the full cost of care if they
don't have an admission reviewed

or don't get a second surgical opin-
ion and it is later determined that

the procedure was unnecessary.
Employees covered by the in-

demnity plan pay varying deduct-
ibles and co-payments.

Orlando, Fla.-based Red Lobster
has saved about $700,000 a year

through MediCALL, its 2-year-old
in-house utilization review plan.

"Our program is a pre-notifica-
tion p'rogram. We simply require
that employees contact us when
they are going to be admitted to a
hospital," but there is no certifica-
tion or length of stay assignment,
said Jon Reiker, manager of com-
pensation for the restaurant chain.

Instead, the review staff of three
registered nurses obtains informa-

tion on the employee's health con-
dition and coordinates a persona-
1 education and communication

program related to the employee's
condition, he said.

"What we found is that by work-
ing with the employees and keep-
ing them educated and informed,
they can make cost-effective deci-
sions on their own," he explained.

If employees do not notify the
review staff when they are admit-
ted, they pay a penalty of 50% of
physician's fees, up to a maximum
of $200, he said. The program
covers about 15,000 employees.

Red Lobster contracted with

Park Ridge, Ill.-based utilization
review firm, Parkside Health Ser-
vices Corp.,to provide a panel of
physicians for the company's sec-
ond opinion program. "Our nurses
arrange any second opinion ap-
pointments for employees, using
the panel provided by Parkside,"
Mr. Reiker said.

Continued on next page
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SERVING THE SECURITY GUARD INDUSTRY FOR OVER A QUARTER CENTURY:

Brownyard is the shield behind
the shield!

Everydaythe Security Guard industryprovides protection
for its clients by offering a "shield" against a host of risks and
perils. We do the same for them/

Brownyard pioneered"protection for the protectors;' and
now we offer comprehensive liability protection through
stable, top-rated (A + Class 15) licensed carriers that are
admitted in all states. That's an exclusive.

Another exclusive is Excess Liabi/ity coverage with $5 mil-
lion limits and no restrictions!

We also offer Third Party Fidelity Bonding. Please call
ustoday.

BROWNYARD
20 Fourth Avenue, Bay Shore, NY 11706

\ BROTHERS (800) 645-5820 (Except in New York) (516) 666-5050

A
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Should that matter to you?

It should, if you are concerned about the quality of medical
care and effective cost management.

It should, because only doctors can:

1 Influence other doctors prospectively.
1 Evaluate medical necessity.
4 Establish an appropriate setting.
,/ Determine appropriate length of stay.
4 Develop an effective treatment plan.
4 Ensure cost effective and quality care.

Only doctors can do all that, and only Cost Care has them.
On staff. Full-time. Reviewing 100% of our cases.

It should matter ...

At Cost Care, it does.

We treat your employees the way their doctors do --
case by case.

cosrcaie
Offices Nationwide

Call:

Phillip W. Havener, VP
800-762-3029 Inside California-800-922-8403

PSYCH/SUBSTANCE ABUSE CASE MANAGEMENT
PRE-HOSPITAL/SURGICAL REVIEW
MEDICAL CASE MANAGEMENT

ALTERNATE MEDICAL CARE

BILL REVIEW AND AUDIT

*B
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And, as part of its consulting services,
Parkside also periodically reviews the
company's pre-notification program and
its case management files, he said.

"I can honestly say this is the best thing
we've done in our benefits plan," he said.

In a random sampling of one-third of
the employees using the program, most
viewed it as a valuable personalized edu-
cational program, Mr. Reiker added.

Consultants say employers could save
even more by carefully evaluating the re-
view firm's performance.

"There's no question that there's a wide
range of savings from these programs,"
said Mr. Hembree of HRI. "What's in-
cumbent on the employer is to make a
strong assessment before they sign on
with a firm. If they choose a poor firm,
they're actually adding to costs."

"Some employers are having quality
and administration audits performed on
utilization review firms," said Geraldine
Alpert, consultant for William M.
Mercer-Meidinger Inc. in Stamford,
Conn. "There's a greater degree of so-
phistication among employers. We've
seen a big change from employers' per-
spectives, but we're still not seeing a lot
of changes on the vendors' or insurers'
parts-they're not aggressive enough."

Before implementing a review program,
employers should evaluate "how much
fat there is to reduce in an indemnity
plan," said Dr. Arnold Milstein, director
of National Medical Audit Inc., a San
Francisco-based division of Mercer-Mei-
dinger. "There is tremendous room for
improvement. You can have a review sys-
tem that only trims one-third or one-
fourth of the fat."

National Medical Audit has performed
audits of the medical records of about
200 utilization review firms.

The firm has a full-time staff of physic-
ians and technical staff, but it also uses a
network of more than 100 independent
board-certified physicians experienced in

utilization review and quality assurance.
NMA's physician-reviewers examine a

random sampling of hospitalizations ap-
proved by a utilization review vendor and
then determine whether the admission

and the length of stay assigned were med-
ically necessary. NMA then assigns an
"error rate"-the percent of admissions
approved that were not necessary.

"A medical records audit is the most

effective evaluation of a review firm be-

cause you can go past the firm's own pre-
sentation of results, find the error rate
and then statistically compare the firm to
others," he explained.

And, the error rates of the 200 firms
NMA audits vary greatly, he said.

For example, audits of two firms "that
were selected after a careful search and
that looked like A-plus systems on
paper" revealed a considerable difference
in savings to the employer, he said.

One firm produced a net savings per
case of $359, with savings of $5.50 for
every dollar invested in the program. The
other firm produced a net savings per
case of $1,470, with savings of $17.29 for
every dollar invested, he explained.

There are several factors that account
for the varying effectiveness, Dr. Milstein
said, including:

• The reviewer's knowledge of a spe-
cific diagnosis. "A good review system
will take care to match the case with the
appropriate specialist," he said.

• The reviewer's ability to persuade
the attending physician to provide cost-
effective, quality treatment in the proper
setting. "A good system will hire review-
ers that can be persuasive," he said.

• The standards used to assess health
care options as part of the utilization re-
view process.

• Anticipation of physician hostility
toward utilization review.

• A health benefit plan that is sup-
portive of the review program. For exam-
ple, if the purpose of the review is to limit
unnecessary hospital admissions, the em-
ployer's benefit plan should provide good
coverage of outpatient care. I

Benefit experts question
new Medicare proposal

By JERRY GEISEL

WASHINGTON-The Reagan administration's
proposal to allow employers to provide Medicare
benefits to their retired workers will be a boon to
employers, retirees and the federal government,
the administration says.

However, employee benefit experts are wary
about the plan's feasibility.

Under the proposal, called the Private Health
Plan Option, employers that sign contracts with
the Health Care Financing Administration, the
federal agency that administers Medicare, would
receive 95% of what HCFA estimates it would
cost it to provide Medicare benefits for those em-
ployers' retirees.

This 5% cut in Medicare expenditures could
save the federal government billions of dollars-
assuming large numbers of employers with big
retired workforces participate in the voluntary
program. The government now spends more than
$70 billion annually to provide Medicare benefits
to about 28 million retirees.

The plan also would benefit employers, the ad-
ministration says, because it believes that em-
ployers can provide Medicare benefits more eco-
nomically than the government. Under the plan,
employers will collect the difference, if any, be-
tween the amount received from the government
and the amount paid in benefits. However, the
employer would be liable if benefit costs ex-
ceeded the government payment.

"The employer truly is at risk," said Richard
Murdock, vp at Johnson & Higgins HealthGroup
in Princeton, N.J.

Currently, both the Medicare program and
some employers, under supplemental plans, pro-
vide health benefits for retirees. This two-tier
system makes it difficult for employers to negoti-
ate with providers for discount rates or imple-
ment cost-containment techniques 'for retirees,
like preferred provider organizations, experts
say.

By offering all post-retirement health care

coverage for retirees, "Employers will gain mar-
ket leverage in dealing with providers. This
would enhance a company's health care purchas-
ing power," says Kevin Moley, director of
HCFA's Office of Prepaid Health Care, which is
promoting the private plan option.

"It would be more efficient to have one entity
pay retirees' health care bills," said John Hickey,
a partner with benefit consultant Kwasha Lipton
in Fort Lee, N.J.

Sophisticated employers with experience in
managing health care costs could provide Medi-
care benefits at a lower cost than the govern-
ment, the administration says, which is why the
government would give employers only 95% of
the amount it estimates it would spend to deliver
the benefits.

"The (health care) management techniques
that the private sector deploys are far in advance
of what the Medicare system uses," says HCFA's
Mr. Moley.

Retirees also would benefit. Among other
things, retirees would receive post-retirement
health care benefits from one source, eliminating
confusion about whether Medicare or the sup-
plemental employer plan covers an expense.

However, benefit experts say that while the
administration proposal sounds great in theory.
they question how well it would work in prac-
tice.

By far the biggest concern is for how long the
federal government, with big budget deficits,
would continue the 95% reimbursement rate
after the program was launched.

"How soon would be it be before the 95% be-
carne 90% or 89%?" asks Mr. Murdock.

"There is uncertainty whether reimbursement
rates would hold up in an era of budget deficits.
There is a lack of confidence among employers,"
adds Willis Goldbeck, president of the Washing-
ton Business Group on Health.

Continued on next page

MAXIMUM SAVINGS.
MAXIMUM CHOICE.

H ave you found a way to save 20-25% onhealth care services. . .while preserving
freedom of choice for employees?

Across the country, benefit decision
makers are doing just that. And last year
they saved more than $40 million by using
our programs.

We are Admar Corporation, a member
of The Admar Group, Inc., a publicly traded
corporation. Health care cost containment
has been our mission for 14 years. We are a
significant national presence, with more than
1.2 million individuals covered.

Our programs give payors and employ-
ers maximum savings on their health care,
and at the same time let them give employees
choice and flexibility.

Med Network savings

@2 /* 8/ 6:t*1. 6.:-

We began build-
ing our PPO before the
term was coined. This

multistate network is

composed of physicians, hospitals, labs and
pharmacies who are committed to a mutually
successful managed care system.

In exchange for patient referrals, they
offer advantageous pricing and participate in
stringent utilization review.

The patient is always free to choose a
Med Network provider; the swing plan
approach provides incentives to use lower-
cost health care services.

Average savings, by category of service:
• Maternity 25%
• Inpatient hospital 27%

• Outpatient physician 28%

HealthWatch UR savings
The HealthWatch

Medical Review HEALTH
System is a nation- WATCH-wide utilization

review organization. It reduces hospital lengths

of stay by professionally monitoring all
hospital admissions.

The key distinction: All case review is
- ----, conducted by our

• More than 80,000 days  on-staff physiciansof hospitalization

saved las year  and licensed nurses.
• Average length of stay That may be

cut by 1 day plus! the best way to

u address the grow-
ing concern about quality in a managed care
environment.

Make your choice

If maximum choice and maximum savings
are among your objectives, ask for the Admar
programs from your broker or carrier. Or
call Alan Jeffery, Vice President for Marketing
& Development, at

(714) 953-9600 (collect).

 ADMAR CORPORATION
850 Town & Country Road, Orange, CA 92668
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There is good reason for this

concern.

Last year, despite signed con-
tracts, the government during a

seven-month period cut to 94%
from 95% the reimbursement rate

paid to health maintenance orga-
nizations that provide Medicare
benefits to about 700,000 retirees.

While that 1% cut-ordered to

help the government comply with
deficit reduction targets mandated
by the Gramm-Rudman balanced
budget law-was later restored, it

aroused considerable anger and re-
sentment in the HMO community.

"It caused concern whether the

government was a fair business
partner," said Patricia Billings,

legislative director for the Group
Health Assn. of America, a major
HMO trade association in Wash-

ington.
Even if the government doesn't

cut the 95% reimbursement rate

now proposed, it is uncertain
whether employers could profit-

ably pay Medicare benefits, even
though the administration says
employers, especially those that al-

ready provide supplemental post-
retirement health care programs,
could be big winners.

HMOs' experience in providing
Medicare benefits to retirees indi-

cates that even the leaders in man-

aged care are finding it difficult to
make a profit with a 95% reim-
bursement rate.

"It is safe to say that very few
HMOs are making much profits
under Medicare risk contracts,"
says Ms. Billings of the GHAA.

For example, last year, the Har-
vard Community Health Plan in
Brookline, Mass., lost about $1
million in providing benefits to
about 4,000 retirees under a HCFA
Medicare risk contract.

While some of the loss was a re-

sult of higher-than-expected utili-
zation of services, the loss also was
caused by a flaw in the reim-

bursement structure, explained
Alan Raymond, Harvard's director
of public affairs.

In calculating what it will cost

Medicare to provide benefits, the
government looks at health care
costs in the area where enrollees

live, Mr. Raymond said.
That methodology can short-

change HMOs when enrollees live
in lower-cost rural or suburban

areas, but receive health care ser-

vices in high-cost urban areas,
HMO executives say.

"Certainly, there are inequities
in the reimbursement structure,"
says Sy Kaplan, executive director
of alternative delivery systems at
Blue Cross/Blue Shield Assn. in

Chicago.
Even if the current inequities in

the reimbursement structure can

be eliminated, Medicare risk con-
tracts still may not be a good idea
for every employer, observers say.

Only companies that already are
successfully managing their health
care costs should consider enter-

ing into Medicare risk contracts,

they say.
"This is for companies who al-

ready have taken cost-containment
steps. You don't want to learn cost

containment after you've entered
into a Medicare risk contract,"
said William J. Arnone, a benefit

consultant in the Los Angeles of-
fice of Buck Consultants Inc.

And, before signing a Medicare
risk contract, a prudent employer
would want to determine the avail-

ability of cost-effective alternative
health care delivery systems, like
HMOs or PPOs, in areas where its
retirees are concentrated, noted
John Erb, an assistant vp with J&H
HealthGroup

In addition, given the difficulty
of explaining to the elderly how
alternative health care delivery
systems, like HMOs and PPOs,
work, a company would have to be
committed to superior benefits
communications programs.

"This isn't for companies whose

only relationship with retirees is
sending a monthly pension check,-
said Buck's Mr. Arnone.

For employers that self-adminis-
ter their group health plans, taking
on the responsibility of providing
Medicare benefits to retirees would

significantly increase the amount
of health care claims to be pro-
cessed.

"The elderly use health care ser-
vices at a much greater rate than
younger employees," said Christy
W. Bell, executive director of the
Fallon Community Health Plan, a
Worcester, Mass.-based HMO.

While doubts remain on just how
many employers will sign Medicare
risk contracts-assuming Congress
gives its approval-benefit experts
say the proposal deserves to be
tested.

"It is a good concept. It makes
sense to turn to the private sector,
which has the expertise in health
care management," said Mr. Ka-
plan of BC/BS. •
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THE BETTER ALTERNATIVE FOR

H EALTH CARD PRESCRIPTION DRUG COVERAGE

Providing the Most Comprehensive Administration of Prescription Drug Programs
• Designed to Meet Your Specific Requirements •

National Pharmacy Participation - Maintenance Programs
Low Administration Fee - Generic Programs

- Computerized Utilization Reports

• Plastic I.D. Card • Direct Reimbursement

• Aud its • Utilization Review

• Automated Front End Deductible Administration

Y
Call or Write:

NATIONAL MEDICAL HEALTH CARD SYSTEMS, INC.
48 Harbor Park Drive, Port Washington, NY 11050
800 645-3332 • 516 626-0007

121-1 BE,

If it'strue most health insurance suffers from
high premiums, we know where to find a cure.

Our efforts to remedy costly health care led us which will be available in 40 major metropolitan areas,
to examine the medical institutions people trust most. includes a choice ofconveniently located hospitals in

As part of Private Health Care Systems Ltd., a each city. And unlike HMOs, coverage extends beyond
partnership ofconcerned insurance carriers, we thor- the preferred provider network.
oughly examined the quality and cost efficiency ofhos- Plus, the plan comes backed by Washington
pitals and other providers before including them in our National, a company that's held an A +/Superior rating
preferred provider network. from A.M. Best Company for over 40 years.

The result is our new Washington National Health For more information, call 800/334-9038 or contact
Care ADVANTAGESM, a PPO option that's bringing down your nearest Washington National Group Office.
medical costs without bringing Washington National's
down people's confidence in Health Care ADVANTAGE.

their medical care.   Ulashington Now the best health care is

Washington National's national affordable as well.

Health Care ADVANTAGE, INSURANCE COMPANY
NMion 11'Mis 60201 • A Wash'nlion Na·horal Coreci,ion Firlancia, S iv</Comim,
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Directory of utilization review providers
Pascual, executive vp; Alan M. Jef-
fery, vp-marketing/development,

Admar Corp./HealthWatch
Medical Review System
850 Town & Country Road, Orange,
Calif. 92668; 714-953-9600, ext. 266

Year founded: 1969; began pro-
viding utilization review services in
1983.

Parent company: The Admar
Group Inc.

Services provided: 5% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance

abuse services, case management; oc-
easional retrospective review, hospi-
tal bill audit; 95% of gross revenues
from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 208 total staff members. 45

professional staff members, includ-
ing one physician, 35 registered
nurses, eight licensed vocational
nurses, one medical records techni-
cian. Two professionals on a retainer
basis who are physicians.

Clients: Three employer clients;
33% with 1,000-2,499 employees, 67%
more than 5,000 employees.

Branch offices: Dedham, Mass.
1986 gross revenues: $5.3 million

total, $239,456 from utilization re-
view services for employers.

Charges: Per employee per month,
$1.25; percent of savings.

Principal officers: Richard H.
Toral, president/chairman; Virginia

ALTA Health Strategies
Inc.-ALTA Review

2614 S., 1935 W., Salt Lake City,
Utah 84119; 801-973-7300

Year founded: 1960, reorganized
in 1986; began providing utilization
review services in 1987.

Services provided: Utilization
review services include frequent
preadmission hospital review, pre-
certification, continued hospital
treatment review, length of stay de-
termination, discharge, planning,
second surgical opinion, outpatient
surgery predetermination, case man-
agement, disability management; oc-
casional retrospective review.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 23 professional staff mem-

bers estimated at year-end 1987, in-
cluding one physician, 20 registered
nurses, two medical records techni-
cians. 25 professionals on a retainer
basis estimated at year-end 1987, in-
cluding 15 physicians, 10 nurses.

Gross revenues: $36 million total
in 1986, $1.1 million from utilization
review services for employers esti-
mated at year-end 1987.

Charges: Per employee, per case,
flat annual fee, per hour.

Principal officers: W. Terry Nof-
singer, president; Robert B. Shomer,
senior vp; Steven N. Burrows, vp.

American Health Network

3988 N. Central Expressway,
Dallas, Texas 75204;
214-824-0131

Year founded: 1983; began pro-
viding utilization review services in
1983.

Parent company: American Gen-

THE OUTCOVERAGi
PLAN

FOR SELF-INSURED
PLOYERS WHO

WANT TO MANAGE
THE RISKOF

COBRA COMPLIANCE.
Self-insured employers face more than
big paperwork problems with COBRA
compliance. They also face what could
become a costly nightmare-the risk of
high claims from adverse selection.

The OutCoverage Plan offers self-
insured employers a total solution to

COBRA compliance. It combines top-
notch administration with protection
against excessive claims.

Nobody knows what claims costs
will be under COBRA-required continu-
ation coverage. But most believe only
those anticipating big medical expenses
are likely to pay the high premiums nec-
essary to continue their employer's
coverage.

That means the 102% premiums that
employers can charge won't nearly cover
the cost of administration and claims for
these former employees and dependents.

That's why the OutCoverage Plan
is the perfect solution for self-insured

Underwritten by 

employers. First of all, the entire plan is
administered by an employer's own
7734.Then the excess claim risk is under-
written by Celtic Life, a carrier known
for its innovative coverages.

This total package of outplacement
benefits complies with both the letter and
spirit of COBRA. In addition to Contin-
uation Coverage which covers your
COBRA risk, there is also Bransition
Coverage available which allows bene-
ficiaries to opt out of COBRA with inex-
pensive major medical coverage on a
temporary basis, as well as Conversion
Coverage which is available when
COBRA-required coverage ends.

This comprehensive response to
COBRA is available only through quali-
fied Third Party Administrators. To find
out how the OutCoverage Plan can solve
aU your COBRA problems, call your
TPA today:

*Not available in all states. If you need more information, contact Celtic Life.

Celtic Life Insurance Co., 208 S. La Salle St,
Chicago, IL 60604 (312) 332-5401
Celtic is A rated by AM. Best Company

eral Corp.
Services provided: Utilization

review services include frequent
preadmission hospital review, pre-
certification, concurrent hospital
treatment review, length of stay de-
termination, discharge planning, sec-
ond surgical opinion, case manage-
ment, patient counseling, home
health care review; occasional retro-
spective review.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 32 total staff members. Pro-
fessional staff members include two

physicians, 29 registered nurses. Pro-
fessionals on a retainer basis include

one physician.
Clients: 764 employer clients; 89%

with fewer than 500 employees, 5%
500-999,3% 1,000-2,499, 2% 2,500-
4,999,1% more than 5,000.

Branch offices: Sacramento,
Calif.; Jacksonville, Fla.

1986 gross revenues: Not re-
ported.

Charges: Per employee.
Principal officers: Howard Korn,

chief executive officer/president-
American General Group Insurance
Co.; Frank Greaney, president-
American Health Network.

Associated Medical Review
Service Inc.

2821 Richland Ave., Metairie, La.
70002; 800-325-9754

Year founded: 1985; began pro-
viding utilization review services in
1985.

Services provided: 50% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, second surgical opinion, case

·management; occasional retrospec-
tive review, hospital bill audit; 50%
of gross revenues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Four total staff members.
One professional staff member. 25
professionals on a retainer basis, in-
cluding 20 physicians, five nurses.

Clients: 2,000 employer clients;
100% with fewer than 500 employees.

1986 gross revenues: Not re-
ported.

Charges: Per capita, flat fee.
Principal officers: Katherine Bel-

chic, president; A.J. Blanchatt, vp;
Vincent J. Varisco, secretary; Pamela
Chauff, treasurer.

Associates for Health Care
122 W. 22nd St., Oak Brook, 111.
60521; 312-572-8499

Year founded: 1983; began pro-
viding utilization review services in
1984.

Services provided: 60% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, hospital bill audit,
outpatient service predetermination,
outpatient psychiatric and substance
abuse services, case management;
40% of gross revenues from other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: Ten total staff members. Six
professional staff members, includ-
ing three registered nurses, one li-
censed practical nurse, two medical
records technicians. Seven profes-
sionals on a retainer basis, all of
whom are physicians.

Clients: 298 employer clients; 96%
with fewer than 500 employees, 2%
500-999, 1% 1,000-2,499, 1% 2,500-
4,999.

Branch offices: Milwaukee.

1986 gross revenues: Not re-
ported.

Charges: Per employee, $1-$2.
Principal officers: Richard N.

Blomquist Sr., chairman of the
board; Richard L. Blomquist Jr.,
president.

Continued on facing page



Guide to directory of UR providers
Thr first directory of utilization review servic('

providers published by Business Insurailec in-
cludes companies that provide utilization review
,directly to members'of employer-sponsorrd
group health plans. on behalf of the employei·.

-Business Insurance defines utilization review

as reviewing inpatient and/or outpatient hospital
care and services through programs such as
preadmission review, concurrent review. length
of stay determination, discharge planning, retrc)-
spective review and second surgical opinion:

Each listing begins with the company name and
address, followed by the year the company was
f6unded, the year it began offering utilization re-
view services and the parent company (if'any).

The percent of 1986 gross revenues generati,d
from providing utilization review services to ein-
ployers is noted, followed by specific programs
the company provides. Also included is the per-
cent of 1986 gross revenues generated from other
services, including utilization review.4for insur-
ance companies, PPOs, HMOs and third-party
claims administrators.

Continued from facing page

Association for

Organizational &
Human

Development Inc.
1701 Lake Ave., Glenview, 111.
60025 312-729-9280

Year founded: 1986; began
providing utilization review ser-
vices in 1986.

Parent company: AOHD
Management Co. Inc.

Services provided: Utiliza-
tion review services include fro-

quent preadmission hospital re-
view, precertification,
concurrent hospital treatment
review, length of stay determi-
nation, retrospective review,
outpatient service predetermin-
ation, outpatient psychiatric
and substance abuse services,
case management, focused
audits: occasional discharge
planning, hospital bill audits.

Services reviewed: Psychi-
atric and substance abuse ser-

vices.

Staff: Eight total staff mem-
bers. One professional staff
member who is a physician. 47
professionals on a retainer basis,
including two physicians, five
nurses, 40 psychologists and so--
cial workers.

Clients: Will begin providing
utilization review services to

employers in 1987.
1986 gross revenues: Not re-

ported.
Charges: Per employee per

month, per case, per hour.
Principal officers: Ronald L.

Kirsehner, chief executive offi-

cer; Christine Temple, vp-ad-
ministrative services; JoeI
Schiller, vp-marketing.

Bethesda Provider

Organization
5200 DTC Parkway, Suite 510,
Englewood, Colo. 80111;
301-771-4258

Year founded: 1983; began
providing utilization review ser-
vices in 1983

Services provided: 65% of
gross revenues from providing
utilization review services to

employers, including frequent
preadmission hospital review,
precertification, concurrent hos-
pital treatment review, length of
stay determination, discharge
planning, retrospective review,
outpatient service predetermin-
ation, outpatient psychiatric
and substance abuse services;
occasional second psychiatric
opinion, second opinion for al-
cohol and chemical dependency;
35% of gross revenues from
other services.

Services reviewed: Psychi-
atric and substance abuse ser-
vices.

Staff: Six total staff members.
Professional staff members in-

clude one physician, one regis-
tered nurse.

Clients: Not reported.
Continued on nert page
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Next are paragraphs describing the types of
health care services the company reviews, and
staffing. Staff members are provided in full-time
equivalents; except for those on a retainer, con-
sulting or per-case basis.

Number and size of clients and locations" of'

branch offices follow. Gross revenues are in-

chided when supplied by the company.
Waysin which the company bills for its ser-

vices and names and titles of principal officers
complete the listings.

Companies were asked to fill out and return a
m questionnaire to be included in the directory,
and each company's.listing is based on its re-
sponses to that questionnaire. There are no pub-
lie documents available to allow BI to verify the
information. BI publishes the directory as an edi-
toi·ial service; there is no charge f6r companies to
be included. If you would like to receive a ques-
tionnaire to belisted in the 1988 directory of
utilization review service providers, please write
to Marilou Jones, Directory Editor, Business In-
surance, 740 N. Rush St., Chicago, Ill. 606111

.|R||RPRilli
pilo[
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Formation I Operation • Regulatory Reporting
Reinsurance I Computerized Accounting I Investment

INDEPENDENT

Creators of Vermont Domicile I Prime Movers of Law

Contact: John J. Middleton, Chief Operating Officer or
H. Lincoln Miller, CEO.

---- . CALL TOLL FREE 800-342-RISK
--- Vermont Insurance Management

RO. Box 306, Montpelier, Vt. 05602

111 11

11

Jefferson-Pilot Life Insurance Company, Greensboro, NC 27420. A Jefferson-Pilot Company.
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1986 gross revenues: Not re-

ported.
Charges: Per employee, per case.
Principal officers: Sally Belshaw,

director; Sam Schiff, medical direc-
tor; Nancy Graves, director-utiliza-
tion review/provider relations.

Blue Cross & Blue Shield of
Illinois-MSA Unit

233 N. Michigan Ave., Chicago, 111.
60601; 312-938-6786

Year founded: 1937; began pro-
viding utilization review services in
1972.

Services provided: 100% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital

review, preeertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, hospital bill audit,
outpatient service predetermination,
outpatient psychiatric and substance
abuse services, case management.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 55 professional staff mem-
bers, including 54 physicians, 50 re-
gistered nurses; 15 professionals on a
retainer basis who are physicians.

Clients: Total employer clients not
reported; 40% with fewer than 500
employees, 30% 500-999, 15% 1,000-
2,499,10% 2,500-4,999,5% more than
5,000.

1986 gross revenues: Not re-
ported.

Charges: Per employee.
Principal officers: S. Martin

Hickman, president-Blue Cross &
Blue Shield of Illinois; Bradford
Buxton, vp-health services research.

Blue Shield of California-
Utilization Review
Division

2 North Point, San Francisco, Calif.
94133; 415-445-5000

Year founded: 1939; began pro-
viding utilization review services in
1966.

Services provided: Utilization
review services include preadmission
hospital review, precertification,
concurrent hospital treatment re-
view, length of stay determination,
discharge planning, retrospective re-

view, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, outpatient psychiatric
and substance abuse services, case
management.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: 31 total staff members who
are professionals, including four
physicians, 27 registered nurses. Pro-
fessionals on a retainer basis include

75 physicians available for consulta-
tion.

Clients: 3,092 employer clients.
1986 gross revenues: Not re-

ported.
Charges: Negotiated with em-

ployer.
Principal officers: Thomas C.

Paton, president; Charles W.
Stewart, senior executive vp; Charles

Whath needed to
manage our

401(k) program?
Absolutely nothing. Introducing the retirement sav-
ings program that we manage for you-Mutual
Benefit Life's 401(k)II:M

Consider the advantages. Thorough and complete
administrative services, provided by one of America's
most experienced retirement fund management groups.
Included are initial plan design, employee account
maintenance, investment allocations, employee com-
munications, benefit processing, organization and
coordination. In short, total day-to-day management
and record-keeping capabilities. Period.

Couple this with five flexible investment accounts,
an attractive life insurance option paying substantial

first year commissions and the security of a company
rated AAA by Standard & Poor's Corporation for its
ability to meet contractual obligations and guarantees
-you have the next generation of funding and ser-
vice products for 401(10 plans. Mutual Benefit Life's
401(k)II J"Put it to work for your clients. There's
really nothing to it. For more infonnation contact your
nearest Mutual Benefit Agency or Regional Pension
Sales office or call:

1 -rL_r"M Michael K. Farrell
/ Y -VU 7 Second Vice President
4-HurY+1 Gmup Pension Marketing
LN.Z.Z (201) 481-8462

Mutual Benefit Life
Newark NJ & Kansas City, MO

LOS ANGELES · NEW YORK · PHILADELPHIA · SAN FRANCISCOBOSTON · CHICAGO · CINCINNATI · DALLAS ·

.
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L. Parcell, senior vp.

CareAmerica Inc.
301 E. Main St., Suite 114,
Barrington, 111. 60010; 312-382-7470

Year founded: 1982; began pro-
viding utilization review services in
1982.

Services provided: 50% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient service
predetermination, outpatient psychi-
atric and substance abuse services,
case management; occasional hospi-
tal bill audit; 50% of gross revenues
from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Not reported.
Clients: Total clients not reported;

1% with fewer than 500 employees,
4% 500-999,45% 2,500-4,999, 50%
more than 5,000.

1986 gross revenues: Not re-
ported.

Charges: Per employee; no charge
if no savings to employer.

Principal officers: Jerome Co-
quillard, president; Gina Burgess,
VP.

Chicago Health Economics
Council (CHEC)

6160 N. Cicero, Suite 320,
Chicago, 111. 60646; 312-282-8613

Year founded: 1982; began pro-
viding utilization review services in
1983.

Services provided: 85% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning, retro-
spective review, second surgical
opinion; occasional outpatient psy-
chiatric and substance abuse ser-
vices, quality of care review; 15% of
gross revenues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: All staff members work on a
contractual basis.

Clients: 19.2% with fewer than 500

employees, 15.3% 500-999, 26.9%
1,000-2,499, 23.1% 2,500-4,999,
15.5% more than 5,000.

1986 gross revenues: Not re-
ported.

Charges: Per employee, 30 cents-
$1.29; per case, $28.

Principal officers: Thomas Par-
fitt, chairman; James Anderson, vice
chairman; Leonard Muller, secretary.

Compass Health
Management Inc.

24 Drayton St., Suite 320,
Savannah, Ga. 31401;
912-236-7213

Year founded: 1980; began pro-
viding utilization review services in
1982.

Services provided: 45% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management, re-
view of surgical fees prior to surgery;
occasional retrospective review, hos-
pital bill audit; 55% of gross revenues
from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: 36 total staff members. 25
professional staff members, includ-
ing 11 registered nurses, three li-
censed practical nurses, one medical
records technician. Five profes-
sionals on a retainer basis who are
physicians.

Clients: 1,500 employer clients;
15% with fewer than 500 employees,
30% 500-999,30% 1,000-2,499, 15%
2,500-4,999,10% more than 5,000.

Branch offices: Atlanta.
Continued on facing page
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1986 gross revenues: $1.5 million

total, $675,000 from utilization re-

view services for employers.
Charges: Per employee per month,

90 cents-$1.75; per case, $45 per hour
and up.

Principal officers: Jeff Aycock,
president; Carol Grene, vp-review
services; Elizabeth Heller, vp-mar-
keting.

CONSERVCO

10004 N. Dale Mabry Highway,
Suite 104, Tampa, Fla. 33618;
800-525-5590

Year founded: 1981; began pro-
viding utilization review services in
1986.

Parent company: Constitution

State Service Co.

Services provided: Utilization
review services include frequent
preadmission hospital review, pre-
certification, concurrent hospital
treatment review, length of stay de-
termination, discharge planning, ret-
rospective review, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, out-
patient service predetermination,
outpatient psychiatric and substance
abuse services, case management,
chiropractic review, preadmission
and inpatient psychiatric review ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 153 total staff members, all

of whom are professionals, including
one physician, 152 registered nurses.

Clients: Not reported.
Branch offices: San Jose, Calif.;

Voorhees Township, N.J.; Dallas.
1986 gross revenues: Not re-

ported.
Charges: Per employee per month,

$1.25-$2; per case, per hour.
Principal officers: Dennis L.

Huffman, president; Larry A. Mat-
tingly, executive vp; Catherine D.
Johnson, Robert Marquess, Terry
Oetting and Charles DiPrimio, vps.

Coordinated Rehabilitation
Services Inc.

4740 Marsh Road, Okemos, Mich.
48864; 517-349-4967

Year founded: 1981; began pro-
viding utilization review services in
1983.

Services provided: 30% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management,
home care management, employee
assistance programs, vocational re-
habilitation; occasional retrospective
review, hospital bill audit; 70% of
gross revenues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 13 total staff members. Pro-
fessional staff members include five

registered nurses.
Clients: Four employer clients; 3%

with fewer than 500 employees, 17%
500-999,47% 1,000-2,499, 33% 2,500-
4,999.

1986 gross revenues: $514,000
total, $154,200 from utilization re-
view services for employers.

Charges: Per employee, $1-$2.25;
per case, $65 per hour.

Principal officers: Kathleen M.

Etienne, president; Jill A. Kurtz, sec-
retary; Andrew R. Zimmerle, trea-
surer.

Corporate Health
Strategies Inc.
2 Whitney Ave., New Haven, Conn.
06510; 203-789-2989

Year founded: 1981; began pro-
viding utilization review services in
1983.

Parent company: Metropolitan
Life Insurance Co.

Services provided: 53% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient service
predetermination, outpatient psychi-
atric and substance abuse services,
case management, concurrent ambu-

latory review; occasional hospital
bill audit; 47% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: 246 total staff members. 111

professional staff members, includ-
ing 13 physicians, 98 registered
nurses. Three professionals on a re-
tainer basis who are physicians.

Clients: 470 employer clients; 58%
with fewer than 500 employees, 18%
500-999, 10% 1,000-2,499, 5% 2,500-
4,999,9% more than 5,000.

Branch offices: Los Angeles;
Tulsa, Okla.; Aurora, Ill.; Dayton,
Ohio; Kingston and New York, N.Y.;
Atlanta; Miami; Westport, Conn.

1986 gross revenues: Not re-
ported.

Charges: Per employee, per case.
Principal officers: Robert Cher-

now, chief executive officer.

Corporate Healthcare
Management Co.
195 Broadway, Suite 14003, New
York, N.Y. 10007; 212-618-5873

Year founded: 1983; began pro-

viding utilization review services in
1983.

Parent company: Equicor-Equi-
table HCA Service Corp.

Services provided: 80% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning, retro-
spective review, second surgical
opinion, hospital bill audit, case
management; occasional precertifi-
cation, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services; 20% of
gross revenues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: 300 total staff members. 98

professional staff members, includ-
ing three physicians, 75 registered
nurses, 10 licensed practical nurses,
five nnedical records technicians. 35

professionals on a retainer basis, in-
cluding 15 physicians, 20 nurses.

Clients: 1,800 employer clients;
50% with fewer than 500 employees,
15% 500-999, 15% 1,000-2,499, 10%

Continued on next page
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THIS IS THE PLACE

I FOR LONG-TERMAUTO LEASI NG
INSURANCE.

Be sure. Take advantage of our extensive
experience with this difficult-to-place business. Designed

specifically for the automobile leasing/rental industry, our
program saves you time, cuts your costs, satisfies yourcus-
tomers. We do the work, you get the credit!

• Lessors Excess Liability • Primary Physical Damage
• Lessors Contingent Liability • Primary Liability Coverages
• Contingent Physical Damage • Interim Car Coverages

• Residual Value Insurance

Mil PAIGE-RUANE, INC.
INSURANCE

We invite your The Irwin Building
inquiry and your 460 N. Gulph Road
business Writeor

King of Prussia, PA 19406
call Ron Ruane.

(215) 265-4170

Physical Damage by

*lotors Insurance

The Insurance People trom General Motors

FV VV =..,. C

Reducing
thes ofyo

workforce
isgood for
business.

The Weight Watchers At Work Program The Weight Watchers At Work Program,
can make a noticeable difference in your you'll see that the benefits are enormous.

employees. Not only can they lose weight, p----------chances are they'll also have fewer sick days.  i'm interested. Please 0 call
0 send information

Which can mean reduced health-care  [
costs. And increased productivity And that , Npme
can make a big difference in how you look I Company |
too. Because by offering your employees an I
effective weight control program, you're ' free,

1
actually taking measures to improve their | City Finre 7ip 
health.

And how do you administer the pro-  Business Phntip 
8121687 gram? You don't. We do it ourselves. Just  Send coupon to: The At Work Program

provide us with the time and place to hold Weight Watchers International,Jericho Atrium

our meetings. And well provide you with a LZ°Zrt'lloadzmy,Jerk,NH/221 __1
low-cost payment plan thatkcatered to your

WEIGHT WATCHERS and THE AT WORK PROGRAM are

particular needs. registered trademarks of Weight Watchers International. Inc.
cWEIGHT WATCHERS INTERNATIONAL. INC. 1986

Onceyou weighall the reasons foroffering ALL RIGHTS RESERVED

®THE AT WORK PROGRAM®



DataMed Inc.

3000 Dundee Road, Suite 415,
Northbrook, Ill. 60062;
312-291-1296
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2,500-4,999, 10% more than 5,000.

Branch offices: Brea, Calif.; Pitts-
burgh and Coraopolis, Pa.; Nashville,
Tenn.

1986 gross revenues: Not re-
ported.

Charges: Per employee per month,
75 cents-$2; per case, $50-$150; com-
bination of per employee/per case.

Principal officers: Richard E.
Freiburger, chief marketing officer.

Cost Care Inc.

17011 Beach Blvd., Huntington
Beach, Calif. 92647;
714-842-4909; 800-762-3029

Year founded: 1981; began pro-
viding utilization review services in
1981.

Services provided: 80% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, hospital bill audit,
outpatient service predetermination,
outpatient psychiatric and substance
abuse services, case management;
prescription home delivery service
and utilization review, high-preg-
nancy identification and manage-
ment; 20% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 216 total staff members. 129

professional staff members, includ-
ing nine physicians. 37 professionals
on a retainer basis, including 26
physicians; 6,000 physicians avail-
able for second surgical opinion.

Clients: More than 4,000 employer
clients.

Branch offices: San Francisco and

Pasadena, Calif.; Denver; Houston;

Dallas; Memphis, Tenn.; Jacksonville
and Palm Beach, Fla.; Charlotte,
N.C.; Chicago; Lakewood, Ohio; New
York; Philadelphia; Cambridge,
Mass.; Seattle; Atlanta.

1986 gross revenues: Not re-
ported.

Charges: Per employee, 85 cents-
$2; per case, $55-$216; per hour.

Principal officers: Lawrence
Goelman, president; Andrew G.
Campbell, executive vp; Hugh Cone,
vp-operations; Phillip Havener, vp-
sales.

Year founded: 1985; began pro-
viding utilization review services in
1986.

Services provided: 20% of gross
revenues from providing utilization

THE 1987

NATIONAL CONFERENCE ON

SURETY CLAIMS

SURETY CLAIMS '87
Contract Bond Claims

The Critical Issues of Initial Claims Handling

An Important "Back to Basics" Conference
for underwriters. adjusters, claims people,

producers. attorneys

By Surety People
For Surety People

March 26 - New Orleans, LA

April 28 Chicago. IL
May 1 - San Francisco. CA
May 5 - Philadelphia. PA
******

Achieving cost The critical issues

effective bond in initial claims

claims resolutions handling

An agent s Conducting the
perspective of good faith
surety claims investigation

******

With presentations by nationallv known surety

professionals. bond claims attornevs. and producers

Sponsmed b¥ CMA Consuking Group, P O Box 2287.
Momstown. NJ 07960. For moreinformation. contact

Bever/p Loughhn. Conjerence Coordinator. <201)
267·7171.

review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient service
predetermination, outpatient psychi-
atric and substance abuse services,
case management, employee educa-
tion programs; 80% of gross revenues
from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 16 total staff members who

are professionals, including nine
physicians, six registered nurses.
Four professionals on a retainer basis
who are physicians.

Clients: 15 employer clients; 96%
with fewer than 500 employees, 2%
500-999,2% 1,000-2,499.

1986 gross revenues: $66,000
total.

Charges: Per employee, $1.35-
$2.30.

Principal officers: Anthony J.
Corso, president; Louis R. Morgan,
VP.

Diamond Benefits Group
750 N. Diamond Bar Blvd., Suite
220, Diamond Bar, Calif.
91765-1038; 714-598-8499*

*As of April l,new phone number will be
714-860-1149

Year founded: 1984; began pro-
viding utilization review services in
1985.

Parent company: Joint Health
Ventures.

Services provided: 40% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, hospital bill audit;
occasional outpatient service prede-
termination, outpatient psychiatric
and substance abuse services, case
management; 60% of gross revenues
from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Four total staff members

who are professionals, including

three registered nurses, one licensed
practical nurse. One professional on
a retainer basis who is a physician.

Clients: 900 employer clients; 50%
with fewer than 500 employees, 50%
more than 5,000.

1986 gross revenues: $26,000
total, $10,700 from utilization review
services for employers.

Charges: Per employee, $105-
$130; per case, $45-$55; per individ-
ual bill audit, $40.

Principal officers: Colleen
Comey, president; Kevin Jacobs,
chief financial officer; Charles
McGuirk, director-marketing.

Efficient Health Systems Inc.
5215 Old Orchard Road, Suite 360,
Skokie, 111. 60077; 312-967-7800

Year founded: 1984; began pro-
viding utilization review services in
1985.

Services provided: 90% of gross
revenues from providing utilization

CertiFacts-The comprehensive Preadmission Review System

The onlysystem
tointegrate
preadmisslon review
wtthhealthdaims
aoministration ...

CertiFacts from Erisco can maxi-

mize the cost-containment poten-
tial of preadmission certification
and utilization review. This fully
automated, online system draws
upon Erisco's 15 years of experi-
ence developing advanced com-
puter systems software for
employee benefits. CertiFacts
integrates with ClaimFacts, the
health claims management sys-
tem from Erisco, to provide the
vital link for claims adjudica-
tion, utilization reporting and
cost analyses.

Here's a typical situation-
an employee's wife is expecting
a baby. You'll see the benefits
of CertiFacts before, '
during and after
hospitalization.

before
Thanks to CertiFacts' online,
single-screen processing, every-
thing moves smoothly, starting
with the employee's first call to
his preadmission review service.
The system verifies employee
eligibility by checking plan pro-
visions in the ClaimFacts data-

base. CertiFacts records the

physician's plan for the antici-
pated normal delivery. Should
the physician indicate an alter-
nate treatment plan, it would be

1

reviewed online using objective
criteria developed for CertiFacts
by board-certified specialists.

At every point CertiFacts
promotes personal communica-
tion among the reviewer, the
employee and the physician's
office. This includes agreement
on the level of care, the treat-
ment plan, when admission
should occur and length of stay.

e

review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient and in-
patient psychiatric and substance
abuse services, case management,
home health care, mail-order pre-
scription drug programs, employee
assistance programs; occasional out-
patient service predetermination;
10% of gross revenues from other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 43 total staff members.

Clients: More than 650 employer
clients.

Branch offices: New York.

1986 gross revenues: Not re-
ported.

Charges: Per employee.
Principal officers: Harve A. Fer-

rill, chairman; Thomas E. Reynolds
Jr., president; James E. Adams, se-
nior vp-operations/development;
John T. Mitchell, senior vp-sales/
marketing.

Continued on facing page
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eu ring
When a minor problem results
in a Caesarean section, instead
of the planned delivery, Certi-
Facts takes the changes in stride.
The physician contacts the re-
view service to extend the wife's

length of stay, and to revise the
treatment plan.

CertiFacts automatically
keeps an online diary that tracks
the case from its onset. It flags
andconfirms significant dates for
the reviewer, including admis-

4
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Ernst Health

Management Inc.
4501 Vestal Parkway E.,
Binghamton, N.Y. 13905;
607-798-0410

Year founded: 1972; began pro-
viding utilization review services in
1972.

Services provided: 45% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, second surgical opinion, hospi-
tal bill audit, outpatient service pre-
determination, case management;
occasional retrospective review, out-
patient psychiatric and substance
abuse services, employee health edu-
cation programs; 55% of gross reve-
nues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: 23 total staff members. 14

professional staff members, includ-
ing one physician, 13 registered
nurses. 51 professionals on a retainer

basis, including seven physicians, 44
nurses.

Clients: 22 employer clients; 77%
with 1,000-2,499 employees, 13%
2,500-4,999, 10% more than 5,000.

Branch offices: Elmira, Rochester,
Syracuse, Albany and Larchmont,
N.Y.

1986 gross revenues: $1 million
total, $450,000 from utilization re-
view services for employers.

Charges: Per employee per month,
$1.95-$2.35; per hour, $50.

Principal officers: Kathleen
Ernst, chairman; John F. Spring,
chief executive officer; Patrick J.
Kearse, president.

FOCUS

Healthcare Management
Associates Inc.

7101 Executive Center Drive, Suite
160, Brentwood, Tenn. 37027;
615-377-9936

Year founded: 1986; began pro-

&after
sion, continued stay review Because of CertiFacts, the review
and discharge. It monitors the service was able to offer efficient,
treatment plan and the appropri- personalized attention and fast
ateness of any revisions. And, response to the employee and
by alerting the physician and everyone concerned. The physi-
reviewer to agreed-upon dates cian obtained quick approvals
and treatments, it contributes to and rapid agreement to changes
cost management. when needed. All charges were

paid promptly and accurately by
ClaimFacts based on its own

data as well as information pro-
vided by CertiFacts. And at all

times, confidentiality and security
were completely protected.

Thislinkingofpreadmission
certification to claims data

makes true healthcare manage-
ment possible by providing mean-
ingful reports for measurement,
analysis and review.

viding utilization review services in
1986.

Services provided: 100% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient service
predetermination, outpatient psychi-
atric and substance abuse services;
occasional hospital bill audit, case
management.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 15 total staff members.
Seven professional staff members,
including three physicians, three re-
gistered nurses, one medical records
technician. 27 professionals on a re-
tainer basis, including 25 physicians,
two nurses.

Clients: One employer client with
more than 5,000 employees.

Branch offices: Atlanta.

1986 gross revenues: Not re-
ported.

Charges: Per employee per month,

Ifyou're a large self-insured com-
pany, we'd like to demonstrate
how CertiFacts offers substan-

tial savings over the external
administration of a preadmis-
sion certification program. If
you're an insurance carrier or
TPA, we'd like to show you how
CertiFacts can help you compete
more effectively by offering a
unique service to your customers.
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$1.50-$12.50; per case.
Principal officers: Richard M.

Cooper, president; David S. Iskowe,
Stryker Warren Jr., Nadine Wilker-
son, Mark Kishel and Thomas Mur-
ray, vps.

h

John Hancock Managed
Health Services

John Hancock Place, T-20, P.O.
Box 111, Boston, Mass. 02117;
617-421-5131

Year founded: 1865; began pro-
viding utilization review services in
1984.

Parent company: John Hancock
Financial Services.

Services provided: 97.5% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning, second

Ensco

n. The Dun& Bradstreet Corporation
company of
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Tolearn more,call Nick Cannistra
at (212) 765-8500.
Or write him at Erisco, 1700

Broadway, NewYork, NY 10019.

CERTIFACIS
CLAIMFACTS
Erisco. The benefits of information.

surgical opinion, hospital bill audit,
case management, patient advocate
and absence awareness programs; oc-
casional outpatient psychiatric and
substance abuse services; 2.5% of
gross revenues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 106 total staff members. 40

professional staff members who are
physicians. Professionals on a re-
tainer basis include one physician.

Clients: 120 employer clients; 44%
with fewer than 500 employees, 19%
500-999, 15% 1,000-2,499, 7% 2,500-
4,999,15% more than 5,000.

Branch offices: Lynnfield, Mass.;
Schaumburg, Ill.; Farmington Hills,
Mich.; Richardson, Texas; Pleasant
Hill, Calif.

1986 gross revenues: $2.4 million
total, $2.3 million from utilization
review services for employers.

Charges: Per employee; per hour,
$65-$120.

Principal officers: Henry A. Di-
Prete, vp-Managed Health Care;
James H. Sang, director-Managed
Health Services.

Health Benefits Group
505 S. High St., Columbus, Ohio
43215; 614-228-1003

Year founded: 1984; began pro-
viding utilization review services in
1984.

Services provided: 90% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient psychi-
atric and substance abuse services,
case management, physician bill
audits, consulting and training pro-
grams for companies that have in-
house utilization review programs;
10% of gross revenues from other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Five total staff members.

Three professional staff members, in-
cluding one physician, two registered
nurses. Four, professionals on a re-
tainer basis who are physicians.

Clients: 82 employer clients; 95%
with fewer than 500 employees, 3%
500-999, 1% 1,000-2,499, 1% 2,500-
4,999.

Continued on page 48

Chicago Claim
Association, Inc.'

In conjunction with Richard

S. Falcone, Donald B. Morylak,

H. Milton Fry, Mildred Hoffman,

Grace Richard, Greg M. Andress,
Patrick J. Murray ALHC, and

Robert P. Messer presents the. . .

19th

Annual Midwest

Claim Conference

May 10 . May 12,1987
Hyatt Regency

Woodfield

Schaumburg, Illinois

Claim Administration -

Innovation Through Change

For information contact:

Gregory Andress
Invitation Chairman

Equifax Services
P. 0. Box C-5

Elmhurst, IL 60126

Third Party Administrators and
Exhibitors are Welcome
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Walter

just fractured
his income.

His family, lifestyle, future,
all depended on one thing.

Walters income.

Then the accident. It was

devastating. It did more than lay
him up for a few months. It
meant financial sacrifices that

affected his family for years.
Too bad Walter's employer

didn't know about UNUM.

UNUM protects incomes.
With products that range from
health and disability plans
to life insurance and pension
management.

From flexible group benefits
to individual coverage that's cus-
tom-tailored, we're creating the
next generation of insurance
ideas.

All to protect income.
Whether you're an employer

or an employee, UNUM's ideas
can benefit you.

¢D UNUM.
Income Protection

UNUM Life Insurance Company, 1)ortland, ME 04122. UNUM Life Insurance Company of America, Pvrtland, ME 04122 (All states except New York).
First UNUM Life Insurance Company, Elmsford, NY 10523 (New York State only)



The Sunpak®Auto Zoom View Printer.
What you see is great.What you get is even better.

mk
AMBULANCE

The only slide printer that views, crops and prints instantly.
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Whether you work in a real estate office, hospital,
insurance company, graphic arts or art gailery, you'll find the
Sunpak Auto Zoom View Printer is one of the more useful
tools of your trade.

First, you can use the Sunpak Auto Zoom View Printer to
view 35mm slides on the brightest portable screen available.

Second and third, you crop the slide as Youso desire right
on the screen and then make PolaroidE insiant prints, all in
one simple operation. (It uses Polaroid color cr black and
white pack film.)

And the Sunpak is equipped with ali tie automat - con-
trols you need to give you complete control over the exposure

* AMBULANCE

and overall

brightness of prints
So if you're in a business tha' calls for

viewi 79 slides and you'd like the luxury of cropping and printing
them as well, go to your photo specialty dealer and get the
Sunpak Auto Zoom View
Printer. It's the only piece of
equipment around capable SUnPAK
of doing all three.

Image or scrgen made from 35mm Super Slide.
BliA Eunpak Division, Berkey Marketirg Comianies. 75 Holly Hill Lane, Greenwich, CT 06830 © 1987 BMC, Div. of Berkey Inc.
Pclaroid is a registered trademark of the Polaoid Corporation.
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SHOWING THE WAY
Good communication

is key to acceptance

of PPOs by employees
By Laurel A. Nicholson

EGISLATIVE ACRONYMS for retirement issueshave rapidly reproduced since ERISA, creating
such inspired offspring as DEFRA, TEFRA, and
REA. Likewise, the alphabet soup used for health
care concepts is also multiplying. In addition to
COBRA and the familiar HMO, we have added PPO
and even EPO for our progressive health care
managers.

What does all this mean to the average employee?
Too often only a confused hodgepodge of terms that
eventually demands more decisions, more choices on
the employee's part. In short, it means the need for
effective communication.

There is no question that preferred provider
organizations are one of the fastest growing health
care alternatives in this country. But it is an
alternative that will not work if employees don't
understand what a PPO is or how it works.

In order to accept new ways of health care
delivery and achieve successful levels of enrollment
and participation, employees need to understand
why a PPO will benefit them.

Although the right communication approach
depends on the type of alternative delivery system
offered and how it fits with the employer's total
medical program, there are four basic steps
necessary to communicate a PPO:

• Announcement.

• Training.

• Employee meetings.
• Enrollment/confirmation.

In the first phase, announcement, education is the
key factor. Employees need to understand why the
organization has changed its medical plan, what
factors have contributed to rising health care costs
and what are the alternatives for controlling costs.

Many organizations begin this process with a
letter from the president or vp of human resources
to explain the rationale behind the changes. This
executive letter is usually accompanied by a
newsletter, or series of newsletters depending on
the complexity of the changes, that explains the
modifications to the health care program and
introduces the concept of a PPO.

To help illustrate the cost advantages of using
PPOs, the information should take an employee
step-by-step through a "typical" hospital stay and
list the corresponding costs and savings. By clearly
showing how PPOs save money, employees will be
able to see how the program can work for them.

The executive letter and newsletter should be

mailed to the employees' homes to reach the entire
benefit audience. Because health care decisions

affect the employee's dependents, the information
needs to be understood by the whole family.

Approximately two weeks after the final
newsletter, a highlights brochure, summarizing the
plan changes, should be mailed to the employees.
Necessary enrollment forms should be included.

In addition, this package should include a
provider directory a critical factor to the success
of this program. The directory lists the "preferred"
physicians, hospitals and facilities and where they
are located. Depending on the size of the PPO, it is
likely that many employees' physicians may already
by participating in the program.

The directory can easily become the most complex
part of the communication process, particularly if
there are a number of physician groups who are
participating members of different hospitals and
clinics. Not only are physicians particularly
sensitive to name misspellings, there are also

ppo F /

frequent additions and revisions to the directory as
providers join or leave the local geographical area.
And, of course, physicians often change medical
affiliations with hospitals, clinics and physician
groups throughout the year. So, maintaining an
accurate, up-to-date directory can be a challenge.

Some of the most sophisticated directories are a
result of direct contracting where the middleman
is effectively eliminated and the company negotiates
directly with a variety of providers.

Depending on the size and the number of
participating providers, the directory can be
maintained on a word processor or personal
computer, or on an in-house legal system data base.
Most of the time a PC data base program or word
processor is all that is needed.

The final announcement piece is an invitation to
attend employee meetings. This can be posted on
bulletin boards, distributed in a memo, or included

with the highlights brochure.
It is at this point that organizations often take

divergent viewpoints. Some organizations find all
they need is to communicate the changes through
printed materials and let employees return their
medical enrollment forms. Other organizations with
locations around the country take advantage of this
opportunity to train their local human resource
personnel to become comfortable with the new
medical plan changes. But they don't feel it is
necessary to hold employee meetings.

A third alternative is based on management's
belief that health care delivery is a growing
financial concern. It necessitates completing the
total education effort involving training and
employee meetings.

Obviously, the employer saves money whenever its
workforce takes advantage of a PPO. The nice part
is that the employee saves money, too. The objective
of a PPO is to achieve maximum participation. That
is where training can help.

Training brings the local human resource staff
into the communication process and makes then
aware of the PPO, how it works, its goals and its

advantages. A day of training also clarifies the staff
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person's role and creates an enthusiastic local
spokesperson for the new medical option.

If the organization intends to hold employee
meetings, part of the one-day training session
should be devoted to interpersonal skills
improvement how to conduct a meeting and hold
the employees' attention and how to respond to
questions. Role playing is a fun and educational
technique and is easily woven into the curriculum to
break up traditional classroom monotony while
giving employees the chance to use the information
they have learned. Manuals reviewing the plan facts
and offering communication tips and techniques
help to keep the information fresh and available,
long after the training session ends.

Employee meetings are an important way of
showing management's support for the PPO. They
also allow employees a chance to review the main
points of the plan and have their questions
immediately answered.

It is common for an audio-visual program to be
shown during the employee meetings illustrating
how the new medical option works. By presenting
employees in different life situations, a realistic
audio-visual program breathes life into the concept
of quality, cost-effective care.

The cost of producing a video presentation has
declined over the past few years, making it as cost
effective as slides. However, simple overheads can
also be effective if the meeting leader has strong
presentation skills.

After enrollment forms have been received, many
organizations like to confirm employees' medical
choice. This is an excellent opportunity to remind
employees to take advantage of the PPO-regardless
of the plan they selected.

Continued on page 47

Laurel Nicholson is practice leader Of
communication services for A.S. Hansen Inc. in
Deerfield, IU. Ms. Nicholson has helped
communicate PPOs for several organizations
including Apple Computer, Xidex Corp., Lockheed
Missles & Space Co. and Ameritech.
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Making CIR pay
Reviewing a review program lets employers get best return

By Carol Johnston

Ir MPLOYERS ACROSS the country have
11 recognized the need for adopting some form of
utilization review as an adjunct to their benefit
plans. However, many of these employers are
wondering just how well their programs are
working.

The first thing to do when judging a utilization
review program is to determine exactly what the
program was designed to accomplish. Some
programs provide pre-admission certification but no
follow-up. Others might include discharge planning
and case management. Still others provide all the
bells and.whistles, including professional health
care counseling for non-hospital care.

Next, it should be determined whether the
utilization review provider has met four basic
criteria: Is the program consistent with contract
provision? Are savings real? Is there a better way to
provide UR services? Is this the right UR provider
for my company?

Here are some guidelines to determine the
answers:

• Is the utilization review program consistent
with contract provisions?

What did the employer buy; what did the sales
representative sell? All too often problems in a UR
program start at this point.

The vendor may not have understood the company
philosophy, the overall attitude the company has
toward its employees and the attitude the employees
have toward their employer and the benefits
provided by that employer. If this important area
has not been examined carefully prior to the design
and implementation of the UR program, it is safe to
say that compliance with the program will be
compromised, primarily through employee
misunderstanding and misinterpretation or, worse,
employees may perceive impeded

1
access to health care services.

• Are savings real?
Utilization review vendors are

not licensed or regulated in any
way, so much of what they
propose to accomplish has to be
taken at face value. Employers
receive reports that show
hospital days and dollars are
saved, but how do they know that the cost savings
are real? This is the question employers most often
ask.

Unfortunately, the only avenues open to most
employers when attempting to determine whether
their programs are effective are with the vendors
themselves. This is where the real razzle-dazzle

becomes apparent.
Vendors become very protective of their product

when asked to verify or substantiate claims of
savings and effectiveness. This can vary from
vendors whose reports are so convoluted that the
employer gives up and accepts the results without
pursuing the accuracy of those results, to vendors
who, if questioned about claims of hospital days or
dollars saved, fall back on the old "confidentiality"
routine-meaning they can't show how their action
resulted in savings.

The question is whether these dollars claimed to
have been saved are "real" or are the result of

something that would have occurred anyway, even
without the use of utilization review. Here is an

example:

Company X has a "pre-cert" program, meaning
that the employees, before entering the hospital for
an elective procedure, call a toll-free number. The
employee gives the UR provider information
concerning age, sex, diagnosis and the region of the
country in which they live. The employee's case is
then assigned a number of days that constitute a

A utilization review

program, to be truly
beneficial, should be

viewed by employees as a
benefit enhancement.

speaking out
"certified" length of stay.

Our employee at company X is certified for seven
days; however, by Day Five he feels great and is
discharged. His employer receives a report that
indicates the UR vendor "saved" the employer two
hospital days.

In this case, one phone call made by the employee
to a toll-free number. hardly justifies the UR vendor
for taking credit for two saved hospital days.

But, here is another example:
The same employee receives a follow-up call on

Day Four of his hospital stay from his UR provider.
The discussion centers around his situation, his
progress and other related issues, such as available
help at home and so forth. The UR provider suggests
that the employee, since he feels so well, discuss

with his physician the possibility 
of going home earlier than
anticipated. The physician agrees
and the employee is released
from the hospital.

This results in a two-day
savings that the UR provider can
report the the employer. The
savings are attributable to the
UR provider's interactions with
company X's employee.

• Is there a better way to provide utilization
review services?

When an employer feels that his UR program isn't
working, there are a number of solutions to the
problem. He could just chuck the whole thing and
go back to whatever existed before, or he can
carefully examine why the program isn't working
and fix it.

Many employers might feel that chucking the
program is the easiest solution,
when in reality it might be the
worst possible answer. Undoing
programs, especially those
related to employee benefits,
often results in employee distrust
whenever a new program is
introduced in the future. Fixing

- the program, however, can result
in greater employee

understanding, acceptance and compliance.
Some of the easiest fixes are increased

communication and education efforts. In more

difficult situations, redesign of contracted
utilization review services might be necessary. That
brings us to the last question.

• Is this the right utilization review provider for
my company?

Employers-having reviewed their contract,
including the reports and services available-often
reach a point of recognizing the fact that the UR
provider is not the right one for their benefit
program.

For instance, a provider using a cut-and-dried,
no-nonsense approach certainly won't be
well-received by employees who are used to more
subtle, friendlier handling.

The employer that reaches this conclusion is faced
with the difficult-but not impossible-task of
finding the right UR provider.

Careful evaluation of a provider's philosophy,
standards, methods and protocols can result in an
employer being able to select a UR vendor that
will provide services that are understood,
well-received and cost-effective.

As the use of UR grows, it becomes more apparent
that some method of measuring the benefits
provided by UR programs is necessary. The method
of measuring the benefit and success of a UR
program can take different forms.

The first thing to do when
judging a utilization review

program is to determine
what the program was

designed to accomplish.

One measure of success, which is often overlooked

by employers, is whether their employees appreciate
the program. Understandably, there are those that
will question the necessity of having their
employees appreciate UR, but consider this:

If employees view UR as a stumbling block, a
"pain in the neck" or "just another thing I have to
do before I can do what my doctor wants," the
chances are very high that the UR program will be
ineffective, costly with questionable results, too
rigid and/or impersonal or any combination of
things not necessarily conducive to good results.

Health care is-and probably always will be-a
very personal thing to employees. Consequently, a
UR program, to be truly beneficial, should be
viewed by employees as a benefit enhancement-a
program offered by their employer to help them
become informed consumers of health care, not a
restrictive device put in place to limit access to

health are.

Very often, a survey of
employees' attitudes will
indicate that more effective

communication of the benefits of

the UR program will create a
much more successful

environment in which to realize

- cost savings.

For many employers, however,
the real way to find whether a UR program is
working is to review the reviewer. An independent
review by qualified persons with first-hand
knowledge of all aspects of utilization review is an
effective way for an employer to justify the cost of a
UR program balanced against the reported results.
Such a review can also provide information needed
to determine if the program needs further
communication, plan revisions or a change of
vendors.

When an employer considers a review of the
reviewer, there are two important considerations.

First, can the employer accomplish the review or
is qualified help needed. The magic word here is
"qualified." A cost-effective, results-oriented
review cannot be performed without the reviewers
having significant experience with the various
parameters and components of UR programs. These
qualifications allow the review to be made at the
lowest cost with the highest return to the employer
by ensuring the review is fair, the information is
appropriate and the results are substantiated.

Second, what is the information flow between th€

UR provider and the claims payer? Often a relativel:
successful UR program falls apart completely at thit
point. The program may provide realistic services,
but if claims are being paid without interaction
between the UR provider and the claims payer, an
employer can easily see savings documented on UR
reports while receiving claims reports showing
increased claims experience and higher costs.

An employer that has contracted for a utilization
review service deserves to receive a benefit for the

cost of the service. However, it is often difficult

to determine if in fact there is any benefit at all. An
employer's attempt to review the reviewer, to
determine employee appreciation, communication
or education needs, program changes, claims payer
interaction and the ability to prove or disprove cost
savings requires first-hand knowledge of UR from
concept to process and procedure.

Employers spend substantial sums of money on
health benefits each year. Many also spend
substantial sums on utilization review to control

costs. Because of these expenditures, it is time for
employers actively to assess their UR programs.

The results may be surprising!

Carol Johnston is an associate consultant with

Coopers & Lybrand's Actuarial Benefit and Com-
pensation Group in Chicago.
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You can build RMIS on your own
AN THE RISK managementprofessional create and maintain
his own risk management information
system?

Yes, with some obvious

qualifications.
To continue the theme discussed in

last month's commentary, "Thinking
Small" (BI, Jan. 19), this month we
will examine non-vendor RMIS

options that do not approach the cost
of commercially sold
systems.

Two obvious requirements necessary
before a risk manager can create his or
her own RMIS are some familiarity
with personal computers and
familiarity with common software
packages such as LOTUS 1-2-3 or
d-BASE-III, etc.

The next requirement is a consistent
data source, principally composed of
claim and exposure data. Insurance
company loss runs and internal lists
on vehicles, properties, payroll,
personnel, square footage, locations,
etc., are obvious sources.

Unfortunately, you are probably
going to have to accept the given state
of the loss information from the

insurer since your RMIS probably will
not have the necessary sophistication
to be able to validate the data's

quality. Also, you may have to wait 30
to 60 days for insurer loss runs.

Nevertheless, these should not be

overly difficult obstacles. Your
objective is to better manage the
information flowing into your
organization and to provide
meaningful analysis of that data. Such
difficulties, as long as they are
understood beforehand, are

acceptable.

The rule of thumb in categorizing
these "hacked" systems is that there is
no rule of thumb. They are as diverse
as their creators. Some track claims,

others list policies, some do simple
modeling routines; some tie in with
their corporate mainframe or even an
RMIS vendor's mainframe. Usually,
they are microcomputer-based, use
popular spreadsheet or data base
management system software and are
very flexible, since their creators often
change the format.

What kind of risk managers use such
fabricated systems? Although most
users are small to medium firms that

are fully insured and need to track less
than 100 claims, there are many larger
corporate risk managers with their
own self-programmed microcomputer
systems.

Principally, the most common
applications for the self-designed

system are:

+ Exposure base collection.
In all risk management information

systems, the construction of the data
base remains the fundamental and

primary element in a successful
system, whether it be a vast
mainframe time-shared system or a
PC-based, spreadsheet-oriented,
self-designed system.

As the reporting needs and
organization change, the exposure
base may be altered to include a few
more variables. The emphasis,
naturally, remains on flexibility.

a,0 Claims and incidents tracking.
Another important usage is the

monitoring of claims. Some risk
managers will create their own

1- 1 -111

incident reporting data base and
include the insurance company claim
number as a cost reference item. The

key purpose here is to monitor these
claims, how their reserves change over
time and their final resolution.

Since insurance companies, from
time to time, have been known to

make mistakes, such a claim tracking
capability is essential if the risk
manager wants to be sure of insurance

company accuracy. Moreover, such a
monitoring/tracking device is very
useful in measuring the activity of the
insurance company adjuster and
whether he or she has been efficient in

resolving the claim in a reasonably

expeditious fashion.
For example, if a risk manager

knows that the claim is ready to be
settled or closed, and yet sees no
adjuster activity on the recent loss
runs, that would enable him or her to

check with the adjuster on the status
of the claim.

In my past experience as a claims
supervisor, I know there are often
several claims on an adjuster's
caseload that are either ready to close
or settle. An informed risk manager

Continued from page 45
Obviously, there are a number of ways that a PPO

can work besides the one described here. It is

important to remember that the communication
approach will vary depending on the design.

For example, an employer may wish to offer both
a PPO and and exclusive provider option (EPO).
Under an EPO, the employer has contracted with
specific providers to get the best possible costs for
the employee. If an employee signs for an EPO, the
employee must use only those exclusive providers. If
the employee goes to an outside provider, he or she
generally receives no reimbursement from the plan.

can sometimes speed along claims
resolution.

This tracking capability also gives
the risk manager better cause to
contend with reserve changes as he
sees them developed from month to
month from loss runs. Suppose, for
example, the risk manager knows that
an employee that has filed a workers
compensation claim is ready to return
to work, has his doctor's clearance,
but yet sees the claim remain open for
two extra months on the loss run. The

RMIS report on open claims would be
a valuable argument to officially close
the claim and reduce reserves to actual

incurred.

+ Analytical reports.
It is here that there is the most

RMIS -k====
-1. Commentary

By David A. Tweedy

diversity among risk managers using
their own designed microcomputer
RMIS.

One common report is the
cost-of-risk allocation report to
operating divisions or departments.
We have found that some risk

managers, even with large
mainframe-based commercially
provided RMIS, will still run their
cost-of-risk allocation reports on
Lotus 1-2-3 spreadsheets. A smaller
firm may not need a cost-of-risk
allocation, but may want to track
premiums and losses by insurance line.

While we have not seen any exotic
loss forecasting applications in such
systems, we do know that historical
losses are kept and tracked and
compared against experience
modification worksheets. The

objective here is to be certain that the
experience modification factor is
based on the correct losses that have

occurred over the past several years.
There are a lot of examples where,

on a Lotus 1-2-3 spreadsheet, different
retrospective rating options are
evaluated and given certain loss levels.
Furthermore, cash-flow impact is

Obvious exceptions, such as out of town
emergencies would not apply.

Under the EPO, employees must understand they
are receiving exceptional cost savings in exchange
for a smaller list of providers than would be offer
through a PPO.

Remember, most PPOs use cost incentives to

induce employees to use their services. Going to
another provider often means a higher cost to the
employee, but a basic level of reimbursement is
usually allowed. Whenever disincentives are used,
the communication materials must clearly explain
how and when any cost reductions apply.

evaluated on different models such as

insurance vs. self-insurance, etc.

It is important to understand the
system's shortcomings. While all
systems have their shortcomings,
self-designed systems are especially
suspect. Validation techniques,
analytical programs and reports are
all dependent upon its creator's
accuracy--or inaccuracy. Therefore,

any decisions based on your system's
output should be thoroughly checked
and rechecked.

It is equally important to back up

your programs and data. Nothing
much needs to be said here in

explanation, especially to those who
have made the fatal mistake of not

saving programs and/or data.

The list of available RMIS options is
growing. As the risk management
professional becomes more adept at
using the computer to track and
evaluate the information flowing into
the department, there will be more
examples of self-designed systems.

This is an encouraging trend. The

computer can be a valuable ally and
tool of the risk manager in the

performance of his or her job.
However, the key warning is to be
aware of the limitations of a

self-designed system. After all, if a
glitch is developed or mistakes are
made through an incomplete

analytical program, it is the risk
manager taking that risk.
Commercially produced software
packages, though initially more
expensive, have the backing of their
creators as well as the service to

alleviate any problems.
In next month's columns, I will

provide a series of comparison factors
for the potential RMIS buyer who will
be inundated by the usual plethora of
systems at the annual Risk &

Insurance Management Society
conference.

David A. Tweedy is a risk
management consultant for D.A.
Betterley Risk Consultants Inc. in

Worcester, Mass. He is
 the assistant editor of
 Betterlet/ Risk
IP- I Management

Commentary and the
5.-  author of RMIS
illlht. Wll Update, a yearly
  publication analyzing
  major risk

management
Mr. Tweedy information systems

and vendors. His

column on risk management
information systems appears the third
Monday Of every month.

In the light of Tax Reform Act of 1986, which
clearly gives the go-ahead to flexible compensation
plans, employers may wish to consider
communicating a PPO as a medical alternative
incorporated into flex plan. In that case, the
communication approach would be similar using
expanded information.

But regardless of how an organization chooses to
design a PPO, its ultimate success will be based on
employee understanding and acceptance. PPOs
won't work if they remain confusing acronyms. To
be effective, PPOs need to spell out cost
savings-and communication can make that happen.
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Continued from page 41
1986 gross revenues: $200,000

total, $180,000 from utilization re-
view services for employers.

Charges: Per employee, 65 cents-
$1.30; percent of savings.

Principal officers: John Swender-
man, president; Dean Conley, execu-
tive vp.

Health Care Evaluation Inc.
1212 W. Robinhood Drive, Suite
3-D, Stockton, Calif. 95207;
209-951-6711

Year founded: 1968; began pro-
viding utilization review services in
1968.

Services provided: 64% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, outpatient service predetermin-
ation, case management, ambulatory
review, claims review, employee as-
sistance program review; occasional

retrospective review, second surgical
opinion, hospital bill audit, outpa-
tient psychiatric and substance abuse
services; 36% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: 45 total staff members. 32

professional staff members, includ-
ing 20 registered nurses, two licensed
practical nurses, five medical records
technicians. 50 professionals on a re-
tainer basis who are physicians.

Clients: 105 employer clients; 3%
with fewer than 500 employees, 4%
500-999,30% 1,000-2,499, 30% 2,500-
4,999,33% more than 5,000.

Branch offices: San Francisco,
Sacramento, Fresno and Bakersfield,
Calif.

1986 gross revenues: $2.2 million
total, $1.4 million from utilization
review services for employers.

Charges: Per employee, 50 cents-
$1.05; per case.

Principal officers: John W. Kel-
lar, medical director; Daniel P.
Sheehy, executive director; Elaine
Hislop, director-review.

Health Care Pharmacy
Providers Inc.

1220 Senlac Drive, Carrollton,
Texas 75006; 214-446-4882

Year founded: 1987; began pro-
viding utilization review services in
1987.

Parent company: Foxmeyer Corp.
Services provided: Utilization

review services include drug utiliza-
tion review and drug case manage-
ment.

Services reviewed: Group health
services.

Charges: Per employee per month,
20 cents-50 cents; per case, $40-$100.

Principal officers: Frederic R.
Curtiss and Robert E. Davis.

The Health Data Institute
20 Maguire Road, Lexington,
Mass. 02173; 617-863-2000

Year founded: 1981; began pro-
viding utilization review services in
1981.

Parent company: Caremark.
Services provided: 50% of gross

revenues from providing utilization

review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient service
predetermination, case management,
medical chart audits and analytical
studies; occasional hospital bill
audit; 50% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 210 total staff members. 180

professional staff members, includ-
ing 15 physicians, 30 registered
nurses, seven medical records techni-
cians. 40 professionals on a retainer
basis who are physicians.

Clients: Total clients not reported,
100% with more than 5,000 employ-
ees.

Branch offices: Chicago; Newport
Beach, Calif.

1986 gross revenues: Not re-
ported.

Charges: Per employee, per case,
flat annual fee.

Principal officers: David Rosen-

Why the IRS
doesn't want you to read

this information about COBRA.

COBRA can hurt you
and your organization. Badly.

If your organization has an employee health
plan and you employ 20 or more, chances are
you must comply with the new Consolidated
Omnibus Budget Reconciliation Act of 1985-
better known as COBRA.

The penalties for non-compliance are stagger-
ing. Your company could face the loss of the
entire tax deduction for health benefits as

well as severe financial and legal penalties.
And, if your job responsibilities include
employee benefits, the burden for your com-
pany's compliance falls on you.

COBRA is intended to help the government
balance the budget. The statute enables the
IRS to raise money by discovering COBRA
violations and collecting the penalties. To avoid the
penalties you must understand and manage COBRA
effectively.

Now you can understand and
manage COBRA easily, effectively,

and inexpensively.
Here's the bad news for the IRS and the

good news for you. It is the COBRA Manage-
ment Resource" - a powerful, easy to use,

and inexpensive database and management
system. It is more than just database soft-
ware - it is a complete management system
which includes a complete resource manual
and the software necessary to support com-
pliance with COBRA.

In the Resource Manua/ you will find the
forms, reference, and management information
which will help you meet the stringent require-
ments of COBRA. You will find the complete
indexed COBRA statute, and much more.

The software includes the database software,
a sample company database, and a complete
tutorial. It runs on any IBM PC, PC/XT, PC/AT
or true compatible with at least 32OK of
memory and uses the Lotus 1-2-3 (Release 2)
applications software.

You won't be alone.

Here are just some of those who have taken delivery
on the COBRA Management Resource":

American Honda Motor Company, American
Computer, Atlanta Gas & Light Company, Beckman
Industnal Blue Cross of Califonria, Carlson
Companies, Ciba-Geigy. Colonial Insurance, Control
Data, Gulf Power Company. Hawaii Employers
Council Mercer-Meidinger, Merchents & Manu-
facturers Association (California). Pacific National
Bank. Petersen Publishing Ricoh Electronics. South-

em Bell Spires Restaurants, State of New Mexico,
Tennesee Chemical 7?ze Aeraspace Comoratio4
Thrifty Corporation, Times Mirror Cable, Trans-
America life, Volvo-White Truck, and hundreds of
others.

Take the bite out of

COBRA today.

At $995 (plus tax and shipping, where appli-
cable), the COBRA Management Resource'
includes a 30 day money back guarantee, one-year
limited warranty plus a FREE one-year update
program for registered purchasers.

To order, see your broker, TPA, accountant, or order
direct. You may use the order form below. For more
information and for VISA or MasterCard orders.

In California, call toll free:
(800) 367-9989

Outside of California, call toll free:
(800) 225-9119

Call for quantity discounts.
Dealer and site licensing inquiries invited.

Please send me:

C] The COBRA Management Resource complete system at $995.00 plus $5.00 shipping & handling (CA :esidents add $59.70 sales tax).
El The Resource Manual only at $150.00 plus $5.00 shipping & handling (CA residents add $9.00 sales tax )
O More information on the COBRA Management Resource and other products for human resource professionals.

Name

Title

Organization Name

Street address

C,ty

Phone

State Zip

Plan year anniversary date Number of employees on your plan

Client Services

 The human resource resourceCommonwealth
Resource, Inc.

O 81187A

2182 DuPont Drive Suite 202

Irvine, California 92715-1320

Pnces and specificabons are subject lo change without notice. PLEASE GIVE STREET ADDRESS sinc9 allorders areshippect via UPS Sendremittance with order NO PURCHASE
ORDERS OR COD ORDERS WILL BE ACCEPTED IBM. IBM-PC. and IBM-AT are registered trademarks of IBM Cofporation Lotus. and Lotus 1 -2-3 are registered trademarks of Lotus
Development Corporation

bloom, president; Paul M. Gertman,
chief scientist; Stephen K. Holland,
vp-managed care.

Health Dimensions Inc.
6160 N. Cicero, Suite 320,
Chicago, 111. 60646; 312-282-8610

Year founded: 1984; began pro-
viding utilization review services in
1984.

Services provided: 40% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent retrospective review,
hospital bill audit, quality of care re-
view, cost and quality evaluation of
rIMOs and PPOs, non-acute care day
review, effectiveness audits for utili-
zation review programs; occasional
outpatient psychiatric and substance
abuse services, case management;
60% of gross revenues from other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Four total staff members.

Three professional staff members
who are registered nurses.

Clients: 25 employer clients.
1986 gross revenues: Not re-

ported.
Charges: Per employee, 75 cents-

$1.50; per case, $18-$48
Principal officers: Joseph N.

Mohr, president; Melody D. Connor,
secretary.

Health Economics Corp.
1300 W. Mockingbird Lane, Dallas,
Texas 75247; 214-638-6611

Year founded: 1982; began pro-
viding utilization review services in
1982.

Parent company: The Halliburton
CO.

Services provided: 77% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient psychi-
atric and substance abuse services,
case management, analysis of prac-
tice patterns; occasional hospital bill
audit, outpatient service predeter-
mination; 23% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 62 total staff members. 26

professional staff members, includ-
ing two physicians, 24 registered
nurses. One professional on a re-
tainer basis who is a physician.

Clients: 52 employer clients; 40%
with fewer than 500 employees, 24%
500-999, 13% 1,000-2,499, 9% 2,500-
4,999, 14% more than 5,000.

Branch offices: Houston.

1986 gross revenues: $2.1 million
total, $1.6 million from utilization
review services for employers.

Charges: Per employee, 60 cents-
$1.52.

Principal officers: Stephen F.
Coady, president/chief executive of-
ficer; Gary Lanham, national direc-
tor-marketing; Felix Peppard, medi-
cal director; Rick Starkweather,
vp-technical/financial services.

Health International
1840 Century Park E., Suite 670,
Los Angeles, Calif. 90067;
213-551-1840

Year founded: 1979; began pro-
viding utilization review services in
1979.

Services provided: 60% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission hospital review,
precertification, concurrent hospital
treatment review, length of stay de-
termination, discharge planning, ret-
rospective review, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management;
40% of gross revenues from other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 13 total staff members. Pro-
fessional staff members include two
physicians, four registered nurses.
12,000 professionals on a retainer
basis who are physicians.

Clients: 112 employer clients.
1986 gross revenues: Not re-

ported.
Continued on page 50
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A LINCOLN NATIONAL COMPANY

Fireman's Fund Employers Insurance Company proudly announces our new parent, Lincoln
National Life Insurance. And our new name, Employers Health Insurance Company.
Our name is changing, but our quality of service and way of doing business will never change.

And now, we're stronger, for you. Employers Health Insurance Company.

- LINCOLNNATIONAL

EMPLOYEE BENEFITS

Employers
Health InsuranCCM
4 LINCOLN NATIONAL COMPANY
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Expertise · Stability · Service
-all good reasons why
our clients depend on us
for their reinsurance needs

RISCO
THE REINSURANCE CORPORATION

OF NEW YORK

80 MAIDEN LANE, NEW YORK, N.Y 10038 · (212) 363-4440

Chicago · Los Angeles · London

For employers
considering
self-administration:

Continued from page 48
Charges: Flat fee.
Principal officers: Donald K.

Kelly, chairman/chief executive offi-
cer; Michael C. Peerboom, president/
chief operating officer; Gregory S.
Perez, vp-marketing.

Health Management
Network

Executive Park, P.O. Box 110845,
Nashville, Tenn. 37222;
615-333-3300

Year founded: 1983; began pro-
viding utilization review services in
1984.

Parent company: American

Progress Corp.
Services provided: 92% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, retrospective re-
view, hospital bill audit, outpatient
service predetermination, case man-
agement; occasional discharge plan-
ning, second surgical opinion, outpa-
tient psychiatric and substance abuse
services; 8% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Seven total staff members.

Five professiinal staff members, in-
cluding two physicians, three regis-

consider the one employee health
claims administration system that
gives you more value than any other

Genelco's field-proven Health Benefit Management System...
• provides on-line, real-time processing of medical, disability,

dental, vision and prescription drug claims; in 1986, this system
processed over 3 million medical claims.

• integrates alternate delivery arrangements such as PPOs and
HMOs.

• delivers an extraordinary depth of useful information to assist
you in measuring the effectiveness of your cost containment
procedures; gives you a consistent, reliable data base regardless
of the funding methods being used.

• answers such questions as: Where are my benefit dollars being
spent? To which providers? And for what services? Have I
incurred any large or unusual claims that require specialized
handling? Are cost-saving alternatives being under-utilized?

• requires no specialized staffing or extensive training; the system
is simple to install and operate, with Genelco providing all the
technical support you need.

• gives you better, faster service-because you're in control.
. . . all this at a price less than you'd pay for systems offering less
capability If you prefer, you can pay claims on a time-sharing
basis using Genelco's remote computing services...or have us
pay claims for you with no obligation to purchase our system.

For additional details and free literature, call Larry Amundsen, toll-free at

1-800-325-3018
(in Missouri 1-800-392-3488 or call collect: 314-962-2040)

I 1987. Genelco. Inc.

1600 S. Brentwood Blvd., Suite 500
St. Louis, MO 63144

tered nurses. Five professionals on a
retainer basis who are physicians.

Clients: 75 employer clients; 95%
with fewer than 500 employees, 3%
500-999, 1% 1,000-2,499, 1% 2,500-
4,999.

1986 gross revenues: $272,000
total, $250,240 from utilization re-
view services for employers.

Charges: Per employee per month,
up to $2.25; per case, up to $60 per
hour.

Principal officers: Sandi Cle-
venger, president/chief executive of-
ficer; Greg MeNair, vp-marketing;
Marion Adams, vp-administration.

Health Management
Strategies
International Inc.

1301 Pennsylvania Ave. N.W.,
Suite 800, Washington, D.C.
20004; 202-637-0246

Year founded: 1985; began pro-
viding utilization review services in
1985.

Parent company: Group Hospital-
ization & Medical Services Inc.

Services provided: 90% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission hospital review,
precertification, concurrent hospital
treatment review, length of stay de-
termination, discharge planning, ret-
rospective review, second surgical
opinion, hospital bill audit, outpa-
tient psychiatric and substance abuse
services, alternative treatment facili-
ties; 10% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 44 total staff members. Pro-
fessional staff members include one

physician, 17 registered nurses. Two
professionals on a retainer basis who
are physicians.

Clients: 82 employer clients; 77%
with fewer than 500 employees, 11%
500-999, 5% 1,000-2,499, 4% 2,500-
4,999,3% more than 5,000.

1986 gross revenues: $2 million
total, $1.8 million from utilization
review services for employers.

Charges: Per employee per month,
25 cents-$1.50.

Principal officers: E. Seton
Shields, president; William R. Van-
dervennet, senior director-finance/
administration; Brian E. McCagh, se-
nior director-marketing.

Health Related
Services Inc.

301 Fifth Ave. Building, Pittsburgh,
Pa. 15222; 412-765-1444

Year founded: 1984; began pro-
viding utilization review services in
1985.

Parent company: Blue Cross of
Western Pennsylvania.

Services provided: 80% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient psychi-
atric and substance abuse services,
case management; occasional hospi-
tal bill audit; 20% of gross revenues
fronn other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 130 total staff members. 70

professional staff members, includ-
ing one physician, 69 registered
nurses. 80 professionals on a retainer
basis who are physicians.

Clients: 8,000 employer clients;
10% with fewer than 500 employees,
5% 500-999, 10% 1,000-2,499, 15%
2,500-4,999,60% more than 5,000.

Branch offices: Erie, Pa.
1986 gross revenues: $10 million

total.

Charges: Per employee, $1-$2; per
case, $65-$100 per hour.

Principal officers: David P. Lyle,
chief operating officer; Roy S.
Thomas Jr., vp-marketing/communi-
cations; David M. O'Brien, vp-prod-
uct management/development.

Health Resources Ltd.
P.O. Box 246,3 N. Lancey St.,
Pittsfield, Maine 04967;
207-487-2829

Year founded: 1979; began pro-
viding utilization review services in
1985.

Services provided: 25% of gross
revenues from providing utilization

review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, case
management; occasional discharge
planning, retrospective review;
monthly bulletins; 75% of gross reve-
nues from other services.

Services reviewed: Group health
services, substance abuse services.

Staff: 13 total staff rnernbers.
Eight professional staff members, in-
cluding five registered nurses, three
licensed practical nurses. Five pro-
fessionals on a retainer basis who are

physicians.
Clients: Not reported.
1986 gross revenues: Not re-

ported.
Charges: Per hour, $42-$48.
Principal officers: Mary E. Or-

loski, president; Lynne S. Parkhurst,
vp-review services.

Health Review Systems Inc.
6160 N. Cicero, Suite 320,
Chicago, 111. 60646; 312-282-8610

Year founded: 1982; began pro-
viding utilization review services in
1983.

Services provided: 60% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, concurrent hospital treat-
ment review, length of stay determi-
nation, discharge planning, retro-
spective review, second surgical
opinion, hospital bill audit; occa-
sional outpatient psychiatric and
substance abuse services, case man-
agement, quality of care review, cost
and quality evaluation of HMOs and
PPOs, non-acute day care review, ef-
fectiveness audits for utilization re-

view programs; 40% of gross reve-
nues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Eight total staff members.
Four professional staff members who
are registered nurses.

Clients: 19.2% with fewer than 500
employees, 15.3% 500-999, 26.9%
1,000-2,499, 23.1% 2,500-4,999,
15.5% more than 5,000.

1986 gross revenues: Not re-
ported.

Charges: Per employee, 30 cents-
$1.29; per case, $28.

Principal officers: Joseph N
Mohr, president; Melody D. Connor,
secretary.

Health Risk

Management Inc.
8000 W. 78th St., Minneapolis,
Minn. 55435; 612-829-3500;
800-824-3882

Year founded: 1977; began pro-
viding utilization review services in
1984.

Services provided: 75% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, hospital bill audit,
case management, preadmission fee
negotiation with doctors and hospi-
tals; occasional review of outpatient
surgery, outpatient psychiatric and
substance abuse services; 25% of
gross revenues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 160 total staff members.
Professional staff members include

20 physicians, 45 registered nurses,
seven licensed practical nurses, five
medical records technicians. Profes-
sionals on a retainer basis include
two nurses.

Clients: 75 employer clients; 1%
with fewer than 500 employees, 4%
500-999, 10% 1,000-2,499,15% 2,500-
4,999,70% more than 5,000.

Branch offices: Phoenix, Ariz.
1986 gross revenues: Not re-

ported.
Charges: Per employee per year,

$7-$38; per case, $32-$184.
Principal officers: Gary T.

McIlroy, chief executive officer/
chairman; Marlene Travis, chief
operating officer; Al E. Gourley, ex-
ecutive vp-health care provider con-
tracting; Bruce Kelley, vp-analytical
services; Tim Temple, vp; Terry
Booth, vp-sales.

Continued on facing page
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COMPARE Corp.
730 Springer Drive, Lombard, 111.
60148; 312-932-7070

Year founded: 1982; began pro-
viding utilization review services in
1984.

Services provided: Utilization
review services include frequent
preadmission hospital review, pre-
certification, concurrent hospital
treatment review, length of stay de-
termination, discharge planning, ret-
rospective review, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management,
CareLine (informational telephone
service), disability review.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: Approximately 200 total
staff members.

Clients: Not reported.
1986 gross revenues: Not re-

ported.
Charges: Per employee, per case.
Principal officers: Robert J.

Becker, chairman; James C. Smith,
president.

HEALTHMARC Inc.

Opus Center, Suite 148, 9900 Bren
Road E., Minnetonka, Minn. 55343;
800-328-5979, ext. 1205

Year founded: 1983; began pro-
viding utilization review services in
1974 under different ownership.

Parent company: United Health-
Care Corp.

Services provided: 80% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment, length of stay de-
termination, discharge planning, ret-
rospective review, second surgical
opinion, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-
agement, informational evenings and
weekends, chiropractic review ser-
vice, patient education; occasional
hospital bill audit; 20% of gross reve-
nues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 26 total staff members. 21
professional staff members who are
registered nurses. 32 professionals on
a retainer basis, including two phys-
icians, 30 physician advisors.

Clients: 150 employer clients; 75%
with fewer than 500 employees, 10%
500-999,5% 1,000-2,499, 5% 2,500-
4,999,5% more than 5,000.

Branch offices: Minneapolis, Los
Angeles.

1986 gross revenues: Not re-
ported.

Charges: Per employee, $1.50-$2;
per case, $80; catastrophic case man-
agement when not included in per
employee fee, $ 100 per hour.

Principal officers: Mark Tierney;
president; Kathleen Whittington, vp;
Glenda Garrard, western regional
director.

.

Integrated Health
Systems Inc.
120 Northwoods Blvd., Worthington,
Ohio 43085; 614-888-2223

Year founded: 1986; began pro-
viding utilization review services in
1986.

Parent company: Health Matrix
Inc.

Services provided: 100% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, hospital bill audit,
outpatient service predetermination,
case management, claims audit; oc-
casional outpatient psychiatric and
substance abuse services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 40 total staff members. 31

professional staff members, includ-
ing one physician, three registered
nurses, one licensed practical nurse.

Nine physicians on a retainer basis.
Clients: 44 employer clients.
1986 gross revenues: $1.8 million,

all from utilization review services

for employers.
Charges: Per employee, $1.35-

$1.50; per case; flat annual fee; ease
management, $35-$40.

Principal officers: Bradley C.
Engel, president; Deborah V. Love-
land, general manager.

Intracorp
Chesterbrook Corporate Center,
701 Lee Road, Wayne, Pa. 19067;
215-687-9450

Year founded: 1970; began pro-
viding utilization review services in
1984.

Parent company: CIGNA Corp.
Services provided: 20% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, hospital bill audit,
outpatient psychiatric and substance
abuse services, case management,
psychiatric precertification; 80% of
gross revenues from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 3,400 total staff members.
Clients: 9,500 employer clients.
Branch offices: Atlanta, Chicago,

Philadelphia, Los Angeles, Dallas.
1986 gross revenues: Not re-

ported.
Charges: Per employee per month,

90 cents-$1.15; per case.
Principal officers: Warren D.

Fuller, president; Daniel H. Davis
and Dick A. Anderson, senior vps;
Katherine Perry, vp/chief financial
officer.

Island Peer

Review Organization
95-25 Queens Blvd., 9th Floor,
Rego Park, N.Y. 11374;
718-896-7230

Year founded: 1983; began pro-
viding utilization review services in
1983.

Services provided: 1.5% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission hospital review,
precertification, concurrent hospital
treatment review, length of stay de-

termination, discharge planning, ret-
rospective review, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, case
management; 98.5% of gross revenues
from other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 130 total staff members. 72

professional staff members, includ-
ing one physician, 66 registered
nurses, five medical records techni-

cians. 359 professionals on a retainer
basis who are physicians.

Clients: Three employer clients;
67% with fewer than 500 employees,
33% more than 5,000.

Branch offices: Three locations in
downstate New York.

Subsidiary: IPRO National Medi-
cal Review.

1986 gross revenues: $5 million
total, $75,000 from utilization review
services for employers.

Charges: Per capita, fee for ser-
vice.

Principal officers: Thomas J.
Sheehy, president of the board;
Theodore 0. Will, executive vp; Ra-
phael P. Nennen, medical director.

Kepple & Co. Inc.
405 W. Northmoor Road, Peoria, 111.
61614; 309-692-7330

Year founded: 1982; began pro-
viding utilization review services in
1986.

Services provided: 8% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment, length of stay de-
termination, discharge planning, ret-
rospective review, second surgical
opinion, hospital bill audit, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management;
92% of gross revenues from other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Stafft Three total staff members,
all of whom are professionals; in-
cluding two registered nurses, one
medical records technician. One pro-
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Bring your employee benefit
package into sharp focus with
National Vision Services, Inc,

(NVS). NVS' unique alternative
delivery system offers the highest
quality service at the lowest
possible price.

Wouldn't you like to increase
the value of your current vision
benefit? Without changing your
existing plan, NVS can easily be
included as an option in a vision
indemnity schedule. There will
be no increase in claims costs -

there may be a decrease. The out-
of-pocket expenses to covered
families may be substantially
reduced.

Doesn't a vision plan deserve
more than a casual glance? Over
70% of the working population
require corrective lenses. The cost
per family to cover vision exam-
inations and eyewear, including
NVS administration, can be as

low as $ZOO per month. A plan
can be designed to meet any
group's needs.

Find out how you can improve
your corporate vision - call or
write NVS today.
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Phoenix, AZ 85060
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Arranged on behalf of Agents and Brokers by

INTERNATIONAL ACCIDENT FACILITIES, INC.

15 Broad Street, Boston, MA 02109-3887 •
Tel: (617) 742-6660, Telex: 94-0241

Suite 4-H, 3300 Northeast Expressway, Atlanta, GA 30341-1332 •
Tel: (404) 452-1311

Suite 170, 8204 Elmbrook Drive, Dallas, TX 75247 •
Tel: (214) 634-1861

111 East Busse Ave., MT. Prospect, IL 60056 •
Tel: (312) 577-8077
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Continued from previous page
fessional on a retainer basis who is a

physician.
Clients: 14 employer clients; 57%

with fewer than 500 employees, 36%
500-999,7% 1,000-2,499.

1986 gross revenues: $980,000
total, $77,000 from utilization review
services for employers.

Charges: Per employee, $1.15-
$2.50.

Principal officers: Michael D.
Kepple, president; Linda P. Kepple,
VP.

m

Managed Healthcare
Resources Inc.

7930 State Line Road, Suite 214,
Prairie Village, Kan. 66208;
913-341-1215

Year founded: 1986; began pro-
viding utilization review services in
1986.

Services provided: Utilization
review services include concurrent

hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, case man-
agement, drug utilization review.

Services reviewed: Group health
services.

Staff: Four total staff members.

Two professional staff members who

are registered nurses.
Clients: Will begin offering utili-

zation review services to employers
in 1987.

1986 gross revenues: Not re-
ported.

Charges: Per case, approximately
$390; flat annual fee.

Principal officers: Gail Shafton,
president/chief executive officer;
Kermit Fendler, vp.

MedCost Inc.

3407 W. Wendover Ave.,
Greensboro, N.C. 27407;
919-299-0062

Year founded: 1983; began pro-
viding utilization review services in
1984.

Parent company: Jefferson-Pilot
Life Insurance Co.

Services provided: 36% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, second surgical
opinion; occasional discharge plan-
ning, retrospective review, case man-
agement; 64% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 13 total staff members.

Three professional staff members

MedView Brings Jbur
Health Care Costs

Into Focus.

At MedView, bringing your health care costs into focus
and maintaining a clear picture is our ONLY business.
MedView services clients nationally with products that
are committed to reducing costs while maintaining the
integrity of each benefit plan. MedView takes that extra
step with its group of experienced professionals special-
izing in health care and Workers' Compensation cost
management.

Taking that extra step means:
· Pre-Admission Certification

· Continued Stay Review
• On Site Non-delegated Concurrent Review
• Discharge Planning / Case Management
· Physicians Bill Audit
• Health & Benefit Hotline Service

• Extensive Employee Information Program
· Management Reporting Package

MEDVIEW
(313) 552-8800

15565 Northland Drive • Suite 601 West

Southfield, MI 48075

Bring your Company s medical costs into focus. Contact
Dr. David S. Sege]. Senior Vice President at MedView, today!

who are registered nurses.
Clients: Approximately 35 em-

ployer clients; 75% with fewer than
500 employees, 11% 500-999, 11%
1,000-2,499,3% 2,500-4,999.

1986 gross revenues: Not re-
ported.

Charges: Per employee, 75 cents-
$1.10.

Principal officers: Otto W.

Mueller, president; Billie J. Davis,
VP.

Medical Cost

Management Corp.
332 S. Michigan Ave., Suite 858,
Chicago, 111. 60604; 312-341-0217

Year founded: 1986; began pro-
viding utilization review services in
1986.

Services provided: 20% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission review,
precertificatic,n, concurrent hospital
treatment review, length of stay de-
termination, discharge planning, ret-
rospective review, second surgical
opinion, hospital bill audit, medical
peer review, paid claims analysis; oc-
casional outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case man-
agement; 80% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: Five total staff members

who are professionals, including one
physician, three registered nurses.
204 professionals on a retainer basis,
including 200 physicians, two nurses.

Clients: Five employer clients;
40% with fewer than 500 employees,
20% 500-999, 20% 2,500-4,999, 20%
more than 5,00).

1986 gross revenues: Not re-
ported.

Charges: Per employee per month,
35 cents-$1.50; per case, $40-$175
per hour.

Principal officers: Michael J.
O'Connor, president; Andrew J. Bris-
len, vp; C. Larkin Flanagan, trea-
surer; David S. Fox, secretary.

Medical Review Corp.
40 Maple Ave., Morristown, N.J.
07960; 201-267-2233

Year founded: 1982; began pro-
viding utilization review services in
1983.

Services provided: 60% of gross
revenues from providing utilization
review services to employers, includ-
ing preadmission hospital review,
precertification, concurrent hospital
treatment review, length of stay de-
termination, discharge planning, ret-
rospective review, second surgical
opinion, hospital bill audit, outpa-
tient psychiatric and substance abuse
services, case management, stop-loss
audits; 40% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 20 total staff members. 12

professional staff members, includ-
ing two physicians, eight registered
nurses, one licensed practical nurse,
one medical records technician. 30
professionals on a retainer basis, in-
cluding 28 physicians, two nurses.

Clients: 35 employer clients; 20%
with fewer than 500 employees, 20%
500-999,30% 1,000-2,499, 10% 2,500-
4,999,20% more than 5,000.

1986 gross revenues: Not re-
ported.

Charges: Per employee, $1.10-
$1.75; per case, $50; per case (sec-
ond surgical opinion), $175.

Principal officers: B. Marc Allen,
chairman/chief executive officer;
Peter Stalker III, vp; Burt Eichler,
secretary.

MedTrac Inc.

2550 University Ave., Suite 240,
St. Paul, Minn. 55114;
612-646-2848

Year founded: 1969; began pro-
viding utilization review services in
1969.

Parent company: Corroon &

Black Corp./Foundation for Health
Care Evaluation.

Services provided: 20% of gross
revenues from providing utilization

review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, outpatient service
predetermination, outpatient psychi-
atric and substance abuse services,
case management; occasional hospi-
tal bill audit, criteria development,
utilization review consultation sys-
tems; 80% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 17 total staff members. 14

professional staff members, includ-
ing 11 registered nurses. 700 profes-
sionals available on a retainer basis

who are physicians.
Clients: 260 employer clients; 70%

with fewer than 500 employees, 15%
500-999, 10% 1,000-2,499, 5% 2,500-
4,999.

1986 gross revenues: Not re-
ported.

Charges: Per employee, per case,
per hour.

Principal officers: Ronald G. Ca-
meron, president; L. Erik Norbom,
vp/director-marketing; Patricia L.
Hanson, vp/director-internal opera-
tions.

MedView

15565 Northland Drive, Southfield,
Mich. 48075; 313-552-8800

Year founded: 1983; began pro-
viding utilization review services in
1983.

Services provided: 85% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion; occasional hospital
bill audit, outpatient service prede-
termination, case management; in-
formational telephone service, work-
ers compensation medical utilization

Continued on facing page
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MAKE A DATE WITH THE STARS
25th Annual Risk Management and Employee Benefits Conference

From Morch 29-April 3, The spotlight will be on The
complex issues facing employee benefts operations. Is « Risk and
COBRA just the beginning of federally mondared
beneftts? Whot's next? Wr Xent

Quality health core and cost containment-ore rhey r 4 Societ,; Incmutual y exclusive? Are HMOs and PPOs effective delivery
205 Eosr 42 Streersystems? Some 15 sessions will scrutinize rhese and
New York, NY 10017

artendanr controversial areas such as pre-hospital admission
and utilization reviews, DRGs and testing for drug use.

Services. Whor should you buy? A hosr of exhibitors will
show rheir softwore packages and other products aimed Call

ar assisring both large and small employers. 212-286-9292 for

RIMS in Las Vegas will make you o star. Bet on it. a detailed brochure.
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review; 15% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 60 total staff members. 25

professional staff members, includ-
ing four physicians, 20 registered
nurses, one medical records techni-
cian. Nine professionals on a retainer
basis, including four physicians, five
nurses.

Clients: 55 employer clients; 50%
with fewer than 500 employees, 13%
500-999,20% 1,000-2,499, 7% 2,500-
4,999, 10% more than 5,000.

Branch offices: Chicago, Los An-
geles.

1986 gross revenues: $2.4 million
from utilization review services for
ernployers.

Charges: Per employee, 90 cents-
$2; per case, $60-$85; percent of sav-
ings.

Principal officers: Robert J.
Mackay, president/chief executive
officer; David Segel, senior vp/chief
marketing officer.

Member Service
Administrators Inc.
P.O. Box 3028, Tulsa, Okla. 74102;
800-672-2378

Year founded: 1983; began pro-
viding utilization review services in
1984.

Parent company: Blue Cross &
Blue Shield of Oklahoma.

Services provided: 60% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, hospital bill audit,
outpatient psychiatric and substance
abuse services, case management; oc-
casional outpatient service predeter-
mination; benefit analysis and con-
sultation; 40% of gross revenues from
other services.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: 40 total staff members. 40
professional staff members, includ-
ing one physician, eight registered
nurses, one licensed practical nurse,
one medical records technician. Six
professionals on a retainer basis who
are physicians.

Clients: 55 employer clients; 30%
with fewer than 500 employees, 30%
500-999,30% 1,000-2,499, 5% 2,500-
4,999,5% more than 5,000.

Branch offices: Oklahoma City.
1986 gross revenues: $2.5 million

total.

Charges: Per employee, 75 cents-
$3; per case, $10-$70; flat annual fee,
$2,500 and up; percent of savings.

Principal officers: Richard D.
McCutchen, executive vp; Rocky L.
Rockett, vp-operations.

National Health Network
500 Sugar Mill Road, Suite 2108,
Atlanta, Ga. 30338; 404-998-0328

n

Year founded: 1984; began pro-
viding utilization review services in
1984.

Services provided: 37% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, second surgical opinion, hospi-
tal bill audit, case management; oc-
casional retrospective review,

outpatient service predetermination,
outpatient psychiatric and substance
abuse services; 63% of gross revenues
from other services.

Services reviewed: Group. health
services, psychiatric and substance
abuse services.

Staff: 39 total staff members. 30
professional staff members, includ-
ing two physicians, 24 registered
nurses, two licensed practical nurses,
two medical records technicians. 57

professionals on a retainer basis, in-
cluding 38 physicians, 19 nurses.

Clients: Total clients not reported;
38% with 1,000-2,499 employees, 47%
2,500-4,999, 15% more than 5,000.

Branch offices: Orlando, Fla.;
Birmingham, Ala.; Charleston, S.C.;
Charlotte, N.C.

1986 gross revenues: Not re-

ported.
Charges: Per employee, 85 cents-

$3.60, per case, $17-$60; flat annual
fee; percent of savings.

Principal officers: Robert Trus-
cheit, president/founder; Shane

Alexander, vp/chief executive offi-
Cer.

PCC

828 N. Hollywood Way, Burbank,
Calif. 91505; 818-843-8551

Year founded: 1968; began pro-
viding utilization review services in
1968.

Parent company: Drug Data Sys-
tems Inc.

Services provided: 45% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent retrospective review,
hospital bill audit; occasional con-
current hospital treatment, length of
stay determination, outpatient ser-
vice predetermination, outpatient

P

psychiatric and substance abuse ser-
vices, drug early warning programs;
55% of gross revenues from other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services, dental services.

Staff: Not reported.
Clients: Not reported.
1986 gross revenues: Not re-

ported.
Charges: Per case, $75 minimum.
Principal officers: Alvin Sai-

diner, president.

Pacific Review Services
5995 Plaza Drive, Cypress, Calif.
90630-0848; 714-220-3700

Year founded: 1983; began pro-
viding utilization review services in
1984.

Parent company: Pacificare

Health Systems.
Services provided: 40% of gross

revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
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ning, second surgical opinion, outpa-
tient service predetermination, case
management; occasional retrospec-
tive review, hospital bill audit, out-
patient psychiatric and substance
abuse services, concurrent home
health care review, providing nursing
facilities and rehabilitation centers;
60% of gross revenues from other ser-
vices.

Services reviewed: Group health
services, psychiatric and substance
abuse services.

Staff: 76 total staff members. 30

professional staff members, includ-
ing two physicians, 12 registered
nurses, four medical records techni-
cians. Professionals on a retainer
basis include 45 physicians, one
nurse; 3,000 physicians available for
second surgical opinion.

Clients: 1,000 employer clients;
40% with fewer than 500 employees,
20% 500-999, 20% 1,000-2,499, 10%
2,500-4,999, 10% more than 5,000.

1986 gross revenues: $1.2 million
from utilization review services.

Charges: Per employee, $1.25-$2;
per case, $50-$275; rate reduction
with percent of cost savings.

Principal officers: Terry Hart-

shorn, president/chief executive offi-
cer; Samuel J. Tibbitts, chairman;
John Seifker, vp/chief financial offi-
cer; Alan Hoops, vp-marketing.

Peer Review Analysis Inc.
222 Third St., Cambridge, Mass.
02142; 617-354-8550

Year founded: 1984; began pro-
viding utilization review services in
1984.

Services provided: 1% of gross
revenues from providing utilization
review services to employers, includ-
ing frequent preadmission hospital
review, precertification, concurrent
hospital treatment review, length of
stay determination, discharge plan-
ning, retrospective review, second
surgical opinion, utilization review
and quality assurance consulting; oc-
casional hospital bill audit, outpa-
tient service predetermination, out-
patient psychiatric and substance
abuse services, case management;
99% of gross revenues,from other ser-
vices.

Services reviewed: Group health
Continued on nezt page
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Do the horrors of the past still exist in psy- analyzes the direct and indirect costs of mental
chiatric hospitals? Or-maybe just as bad from a health insurance coverage. If there's a chance that
cost standpoint-have they become expensive this data might help you to better evaluate mental
"country clubs" instead? illness benefits for your employees-then you owe

A whole lot of misconceptions still persist it to your company to send for your confidential
about the quality of care that patients receive in copy of this study.
today's specialty psychiatric hospitals, and espe- There's still a whole lot of ignorance about
cially about the costs of that care. To the individual mental illness. But you don't have to be victim of it.
and his family.To his employer.And to the insurer.

For instance, did you know that all member ,,
hospitals of the National Association of Private Im##.dil WeWroteThisOneInstead.
Psychiatric Hospitals are accredited by the Joint Illlgiililli It clears up a lot of misinformation
Commission on Accredidation of Hospitals? Or  about actual costs for treatment,

 reimbursement trends,and cost
11 containment.

that most of these hospitals provide outpatient,day
treatment and partial hospitalization, as well as
full inpatient care?

In addition to many levels of care, these sf-
cialty hospitals offer programs tailored for children,
adolescents, and adults, as well as providing chem-
ical dependence and eating disorder programs.

Some say the cost of that special care is high.
But the cost of pretending the problem doesn't ex-
ist is much greater. An illness which has been esti-
mated as a $55 billion a year problem for industry
is one you can't afford to ignore.

Right now the NAPPH has available a limit-
ed number of copies of a study which effectively

Name

Compain

Address

Citv State Zip

The National Association of Private Psychiatric Hospitals
1319 F ST. N.W. • Washington, DC 20004 • ( 202) 393·6700

812/16

meNational Assodation of Private Psychiatric Hospitals
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Continued from previous page revenues from providing utilization man 86% with fewer than 500 employees, viding utilization review services in
services, psychiatric and substance review services to employers, includ- 14% 2,500-4,999 1983

abuse services, dental services ing frequent concurrent hospital 1986 gross revenues: $50,000 from Parent company: Associated
Staff· 13 total staff members Pro- treatment review, length of stay de- PReview-Health Benefits utilization review services for em- Agencies Inc

fessional staff members include six termination, discharge planning, ret- Management of Ohio Inc. ployers Services provided: 30% of gross
physicians, five registered nurses, rospective review, second surgical

3737 W Sylvania Ave ,PO Box Charges: Per employee, 75 cents- revenues from providing utilization
two medical records technicians opinion, outpatient service predeter-

887, Toledo, Ohio 43696,
$175 review services to employers, includ-

Professionals on a retainer basis in- mination, case management, physical
419-473-7472, 800-533-1133

Principal officers: Julie Phegley, ing frequent preadmission hospital
clude 20 physicians, 64 nurses therapy retrospective and concurrent executive director review, precertification, concurrent

Clients: 10 employer clients, 90% review, independent physical therapy hospital treatment review, length ofYear founded. 1983, began pro-with fewer than 500 employees, 5% evaluations, occasional precertifica- stay determination, discharge plan-viding utilization review services in J1,000-2,499, 5% 2,500-4,999 tion, hospital bill audit
1986 gross revenues: $996,000 Services reviewed: Group health

1983 ning, second surgical opinion, hospi-
tal bill audit, outpatient service pre-

total, $10,000 from utilization review services Parent company: Blue Cross &
determination,;outpatient psychiatric

services for employers Staff· Nine total staff members
Blue Shield or Ohio

and substance abuse services, case
Services provided. 76% of grossCharges. Per employee, $1 25- Eight professionals on a retainer

$2 25, per case, $50-$500, percent of basis who are licensed physical revenues from providing utihzation Republic-RSB Cos. Inc. management, medical telephone as-
sistance, self-audit review, occa-

savings therapists review services to employers, includ- 1280 Iroquois Drive, Naperville, Ill sional retrospective review, 70% of
Principal officers: Russell Rob- Clients Eight employer clients, ing frequent precertification, concur- 60566, 312-420-6800

gross revenues from other services
bins, president, Charles Smith, trea- 30% with fewer than 500 employees, rent hospital treatment review, Services reviewed: Group health
surer, Barry Manuel, chairman 30% 500-999, 30% 1,000-2,499, 10% length of stay determination, dis- Year founded. 1964, began pro- services, psychiatric and substance

2,500-4,999 charge planning, retrospective re- viding utilization review services in abuse services, dental services
Charges. Flat fee per review view, second surgical opinion, case 1985 Staff: 140 total staff members 13

Peer Review Systems Inc. Principal officers: David W Clif- management, 24% of gross revenues Services provided. 15% of gross professional staff members, includ-
ton Jr , director/owner, Leslie Buksar

from other seivices revenues from providing utilization3720-J Olentangy River Road, ing two licensed practical nurses, 11
Columbus, Ohio 43214, Clifton, business manager Services reviewed: Group health review services to ernployers, includ- medical records technicians Two
614-451-3600 services, psychiatric and substance ing frequent preadmission hospital professionals on a retainer basis whoabuse services, dental services review, precertification, concurrent are physicians

Preferred Choice Staff· 33 total staff members 19 hospital treatment review, length of Clients: 30 employer clients, 80%Year founded. 1974, began pro- professional staff members, melud- stay determination, discharge plan- with fewer than 500 employees, 10%viding utilization review services in Health Plan Inc.
ing three physicians

1974
ning, retrospective review, second

343 W Houston, Suite 314, San 500-999,10% 1,000-2,499
Clients: 62 employer clients, 50% surgical opinion, hospital bill audit, 1986 gross revenues· $200,000Services provided Utilization Antonio, Texas 78205, with fewer than 500 employees, 23% case management, occasional outpa- total, $60,000 from utilization reviewreview services include frequent 512-228-2621 500-999, 12% 1,000-2,499, 6% 2,500- tient service predetermination, out-

preadmission hospital review, pre- 4,999,3% mole than 5,000 services for employers
patient psychiatric and substance Charges. Per employee, 75 cents-certification, concurrent hospital Year founded: 1985, began pro- 1986 gross revenues. $1 4 million abuse services, 85% of gross revenues $2treatment review, length of stay de- viding utilization review services in total, $1 milhon from utilization re- from other services Principal officers: Robert Mtermination, discharge planning, ret- 1985 view services for employers Services reviewed. Group health

rospective review, second surgical Schrayer, president, Irving Shain-Parent company: Santa Rosa Charges. Annual fee per employee, services, psychiatric and substance
opinion Medical Center $14-$22 berg and Karen Vacko, executive vps,abuse services

Patricia Vile, vp-RMSCO Manage-Services reviewed. Group health Services provided· 100% of gross Principal officers: John Ander- Staff: 300 total staff members, in-
services, psychiatric and substance revenues from providing utillzation son, president/treasurer, John New- cluding four physicians, 125 regis- ment Services-benefits, Jim Brooks,

vp-RMSCO Management Services-abuse services review services to employers, includ- ton, vice chairman, Jerome Rogers, tered nurses, one licensed practical casualtyStaff: 125 total staff members ing frequent preadmission hospital secretary nurse, four medical records techni-
Professional staff members include review, precertification, concurrent cians Professionals on a retainer
one physician, 75 registered nurses, hospital treatment review, length of Rush Contract Care

basis include 52 physicians, 10
eight medical records technicians stay determination, discharge plan- Pro Health Review

nurses 910 W Van Buren, Chicago, 111
Professionals on a retainer basis in- ning, retrospective review, second 8060 Knue Road, Suite 228, Clients· 48 employer clients, 70% 60607, 312-942-8270
clude 20 physicians surgical opinion, outpatient service indianapolis, Ind 46250, with fewer than 500 employees, 5%

Clients. Total clients not reported, predetermination, outpatient psychi- 317-841-5501 500-999,5% 1,000-2,499, 10% 2,500- Year founded. 1984, began pro-
20% with fewer than 500 employees, atric and substance abuse services, 4,999, 10% more than 5,000 viding utilization review services in
25% 500-999, 20% 1,000-2,499, 20% occasional hospital bill audit, case Year founded: 1985, began pro- Branch offices: Parsippany, NJ, 19842,500-4,999, 15% more than 5,000 management viding utilization review services in Atlanta, Garden Groxe, Calif, Hous- Parent company. Rush-Presbyte-

1986 gross revenues· Not re- Services reviewed: Group health 1985 ton nan-St Luke's Medical Center
ported seivices, psychiatric and substance Services provided: Utilization 1986 gross revenues: Not re- Services provided: 15% of gross

Charges· Per employee, per case abuse services review services include frequent ported revenues from providing utilization
Principal officers. Dudley Briggs, Staff Five total staff members preadmission hospital review, pre- Charges: Per employee, 90 cents- review services to employers, includ-chairman, Robert Snow, president, who are professionals, two registered certification, concurrent hospital $1 70 ing frequent preadmission review,

Robert P Stone, chief executive offi- nurses Professionals on a retainer treatment review, length of stay de- Principal officers. Richard E precertification, concurrent hospital
cer basis include 15 physicians termination, discharge planning, ret- Mandel, president, Steven E Nelson, treatment review, length of stay de-

Clients· Five employer clients, 3% rospective review, second surgical vp-marketing/administration, Roger termination, discharge planning, ret-
Physical Therapy with fewer than 500 employees, opinion, case management, occa- L Reedy, vp-sales, William N rospective review, second surgical

10 5% 500-999,86 5% 1,000-2,499 sional hospital bill audit Werner, medical director opinion, outpatient service piedeter-Review Services
1986 gross revenues. $9,059 total, Services reviewed: Group health mination, outpatient psychiatric and

P O Box 64, Woodlyn, Pa 19094, all from utilization review services services, psychiatric and substance RMSCO Management substance abuse services, case man-
215-874-1248 for employers abuse services

Services agement, 85% of gross revenues from
Charges: Per employee, 95 cents- Staff: Professional staff members other services

Year founded 1986, began pro- $1 60 include two registered nurses Pro- 223 W Jackson Blvd , Chicago, Ill Services reviewed Group health
viding utilization review services in Principal officers· Hugh L Wolff, fessionals on a retainer basis include 60606, 312-322-4800 services, psychiatric and substance
1986 chairman, Lori L Hitzeman, presi- one physician abuse services

Services provided: 100% of gross dent, Roger Pemberton, vice chair- Clients. Seven employer clients, Year founded: 1980, began pro- Staff· 17 total staff members

Clients: 460 employer clients, 98%
with fewei than 500 employees, 1%
2,500-4,999, 1% more than 5,000

1986 gross revenues Not re-
ported

Today's ever-changing healthcare marketplace Charges: Per employee per month,
$1 25

is filled with choices You know today's employ- Principal officers. Jerome Hahn,.r rost., .

, PAsPPOsE APs•40, sHMO,1 EAP*401
ATPASPPOsEAP,401 (A sHMO,1 ees don' s benefits. But how do medical director, Gordon M Mallett,

EAPs401 t want yesterday
director*OsTPABPPOsEAP5401(K), sHMObl FAP,401

41OsTPAsPP'- APA01 (Kls, sHMOsl you find time to inves-iMOsTPAsr '4401(10sl sHMOsl .fposE. 4,HMOs 1, tar»*U 1 .HMATPA. .,(k)*l'R,h JbtAP*4011,,
WMOBTPA *401 (k#SU sHMOsl PAsPPOs EAP, sURsHMOsTPAs, EAPs401 JR,HMOsTPAsP, ,4 (3 Il|blIRHtlc /POsEAPS401 CK)st
HMOsTPA sHMOsTPAsPPOsEAPS·4 J< sURsHMOsTPAsPI EAPs401 ;sURSHMOsTPAsPPL ,4401 (AtsUR.HMOs sPPOSEAPq·*01(K>sUI tigate and create the
HMOsTP sHMOsTPA,PPOsEAPs.4 , (K sURsH* nbTPAsPPL EAPs401 AjsURsHM- TPA,PPO· 41'6401 (A' 9HMOBI isPPOsE, Fl<K)sUR
HMOsTPA sHMOsT' 'OsEAPs44 1 (K sUR, TPAsPPG EAPs401 ,K}sURsH °AsPPCh AP>401( -IMOSTH UPPO,EAFI*v most appropriate ben-
HMOsTPA sHMOsT OsEAPs·4111(K sUR, rPAsPPO EAPs401(K),UR# -AP6401(K)sURsHMOsTR sPPOsEAPs•101 Kjs.
-1 M OsTPA 401 41)sU sHMO,1 Os EAP,41)1 CK sUR FPAsPPO, EAPs40)111)sUR# EAF'§401(K)sURsHMOsTP, °POsEAPs#01 K)slh.
IMOsTPAs. »401(K)sU sHMO,1 ObEAPs4111 (K sUR fPAsPPO· EAP4401 KHURJ .„ , v, APs'$01 Omt IR<HMn<TP# nel:APs401 K)sUR efits plan for your S
MOsTPAsPh-_aP401(!Ost sHMO1 OsEAPs411 CK sURs rPASPPO EAPs401 K)sURsH PAsPPOs APs401 6 11 KSURs
1OsTPAsPPOsEAPs401 (K). sHMO,1 O%EAPS·41 ' CK SURs} TPAsPPC EAPs401 ')sURSHM, IPAsPPO, 7Ps401 <kt. ..,HMOSTPsPPOsE, ,1 KdsuR, company?
7,TPAsPPOBEAP;401 (K sHMOsl

TPASPPOsEAPs401 1 bEAPs* K sURsHMOsTPAsPP EAPs<*01 4URsHM sTPA,PPC 05401(K)sURsHMOsT +PPOsEAPs·*01 K)sURsHMOsl sEAP#/ qURSHMO,TPAsP EAPs401 IRsHMsTPAs PP 401(K)sURsHMO' °POsEAP5401 K)st' One exhibition brings·BPOsEAR' Mitn.1 n<FAAJ, 'QgHMOsTP' lapiall 4MC).TPA WK),UR,HN' 1.FAPs401 v' SaveCare
all the choices to- 20520 Nordhoff St , Chatsworth,

gether for you. Explore your options at... Calif 91311,81 8-407-2293

Corporate Healthcare Management 87 where Year founded. 1984, began pro-

you can review, assess and shop among 200 ex- viding utilization review services in
1984

hibits of varied products and services in the Parent company. Healthwest

new health benefits marketplace PPOs, Services provided. 75% of gross
revenues from providing utilization

benefits software, insurance, HMOs, fit- review services to employers, includ-

ness/wellness programs, hospitals, TPAs, em- ing frequent preadmission hospital
review, precerti fication, concurrent

ployee assistance programs and more. hospital treatment review, length of
stay determination, discharge plan-

• WEST-March 18-20 ning, retrospective review, second

Century Plaza Hotel, Los Angeles, CA surgical opinion, hospital bill audit,
outpatient service predetermination,

• EAST-May 5-7 case management, occasional mail-
order prescription drug programs,

Baltimore Convention Center, Baltimore, MD claims management, 25% of gross

• MIDWEST-Sept. 16-18
revenues from other services

Services reviewed: Group health

Chicago Hilton & Towers, Chicago, IL services, psychiatric and substance
abuse services

Call today to register Staff: Sic total staff members

Marsha Woods Three professional staff members

1-800-558-8767 ./IliMillmill7'iA*--45*\ who are registered nurses 40 profes-
sionals on a retainer basis who are

F physicians

Corporate 0 4 1, Clients. 63 employer clients, 80%
with fewer than 500 employees, 12%

Healthcare Management 87
500-999, 4% 1,000-2,499, 4% 2,500-
4,999

1986 gross revenues. $210,000
Showcasing today's employee benefits Continued on facing page
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Contznued from facing page ing two physicians, 18 registered ton, vp-operations
from utilization review services for nurses, three medical records techni-
employers cians Two professionals on a re-

Charges: Per employee, $1 15- tainer basis who are physicians Universal Managed Care
$1 50, per case, $45-$55 Clients: 25 employer clients, 8% 70 N Main St, Wilkes-Barre, Pa

Principal offtcers. Jerry Torger- with fewer than 500 employees, 2% 18711, 717-829-6001
son, executive director, Peter Mack, 500-999, 15% 1,000-2,499, 17% 2,500-
director-marketing/sales 4,999, 58% more than 5,000 Year founded: 1985, began pro-

Branch offices· Columbia, Md , viding utilization review services in

Select Faculty Care more than 30 affiliated companies in 1985

200 Park Ave S , New York, N Y
the U S Parent company. Blue Cross of

10003, 212-473-2166
1986 gross revenues: $212 mil- Northeastern Pennsylvania/Ernst

lion total, $1 3 million from utiliza- Health Management
Year founded. 1981, began pro-

tion review services for employers Services provided: 40% of gross
CEBS

Charges. Per employee, $1 25-
vldlng utlllzatlon review services ln revenues from providing utilization

1981
$2 25, per hour for case management,
$125

review services to employers, includ-

Services provided 100% of gross ing frequent preadmission hospital

revenues from providing utilization Principal officers. H L Auston, review, concurrent hospital treat-
president, Robert J Cardinal, senior Opens Doors

review services to employers, includ- ment review, length of stay determi-
vp-administration services, C J

ing preadmission hospital review, Monson, nation, discharge planning, second

precertification, concurrent hospital executive vp-American surgical opinion, outpatient service
Benefit Plan Administrators Inc

treatment review, length of stay de- Janice Albert, president-HealthCare
predetermination, case management,

termination, discharge planning, ret- occasional retrospective review, hos-
Strategies Inc, Sam Sanbar, senior

rospective review, second surgical pital bill audit, 60% of gross revenues
vp-division I-American Benefit Plan

opinion, hospital bill audit, case
from other services

Administrators Inc
management Services reviewed: Group health

Services reviewed: Group health services, psychiatric and substance

services, psychiatric and substance abuse services

Staff. 15 total staff members 10
abuse services

Staff. Seven total staff members professional staff members who are
Expertise is the key

Professional staff members include 0 registered nurses 26 professionals on

three physicians a retainer basis, including one phys- to Job performance

Clients. 17 employer clients, 5% ician, 25 nurses It Instills a sense of

with fewer than 500 employees, 95% U.S. Administrators Inc.
Clients. 25 employer clients, 50% confidence and can

more than 500 with fewer than 500 employees, 20%
lead to a promotion

1986 gross revenues: Not re- 3540 Wilshire Blvd, Los Angeles, 500-999, 10% 1,000-2,499, 10% 2,500-

ported Calif 90010, 213-383-1100 4,999,10% more than 5,000 or professional rec-

Charges: Per employee Branch offices: Pittsburgh ognition A CEBS des-
Principal officers· Donald Rubin, Year founded: 1962, began pro- 1986 gross revenues. $500,000 ignation can be your

president, Roxanne Young, vp viding utilization review services in total, $200,000 from utilization re-
key to that expertise Open1974 view services for employers

SelectCare Parent company. Crownx/Ka- Charges: Per employee, 70 cents- doors-by becoming a Certified

plan $2, per hour, $55 with discount for
Management Co. Inc.

Employee Benefit Specialist
Services provided: Utilization volume The CEBS designation is awarded to

19750 S Vermont Ave , Suite 205, review services include frequent Principal officers· Gilbert Tough,
Torrance, Calif 90502, preadmission hospital review, pre- chief executive officer/chairman, individuals who successfully complete a series

213-515-0770 certification, concurrent hospital Kathleen Ernst, president/chief of ten college level courses and examinations
treatment review, length of stay de- operating officer covering the design and operation of employee

Year founded· 1983, began pro- termination, discharge planning, ret- benefit plans The program is cosponsored by the
viding utilization review services in rospective review, second surgical
1984 opinion, hospital bill audit, outpa-

Services provided· 20% of gross tient service predetermination, out-

International Foundation of Employee Benefit Plans and
the Wharton School of the Unive,sity of Pennsy vania

revenues from providing utilization patient psychiatric and substance For more Information, call the International Foundation
review services to employers, includ- abuse services, case management at (414) 786-6700andask for the CEBS department, or write
ing frequent preadmission hospital Services reviewed: Group health
review, precertification, concurrent services, psychiatric and substance

Valutrac us at P O Box 69, Brookfield, WI 53008-0069

hospital treatment review, length of abuse services, dental services 1815 S W Marlow, Suite 110,
stay determination, discharge plan- Staff: 950 total staff members 91 Portland, Ore 97225, 503-297-1338
ning, retrospective review, second professional staff members, includ-
surgical opinion, case management, ing three physicians, 86 registered Year founded: 1981, began pro-
occasional hospital bill audit, outpa- nurses, two medical records techni- viding utilization review services in
tient service predetermination, out- cians 61 professionals on a retainer 1986
patient psychiatric and substance basis who are physicians Parent company. Metrocare Inc /
abuse services, 80% of gross revenues Clients. 62 employer clients, 27% Lincoln National Life Insurance Co
from other services with 1,000-2,499 employees, 13% Services provided· 20% of gross

Services reviewed: Group health 2,500-4,999,60% more than 5,000 revenues from providing utilization
services, psychiatric and substance Branch offices: Calabasas and Contmued on next page
abuse services North Hollywood, Calif, Pittsburgh

Staff: 30 professional staff mem- 1986 gross revenues· Not re-
bers, including four registered ported
nurses, one medical records techni- Charges: Per employee
cian 10 professionals on a retainer Principal officers: Samuel X Ka-
basis who are physicians plan, chairman, Millard H Stiles Jr ,

Clients· 1,200 employer clients, president/chief executive officer,
90% with fewer than 500 employees, Ronald A Bruce, executive vp/chief
6% 500-999,4% 1,000-2,499 operating officer, Matthew W Ka-viehgergvipfor  55rtio plan, executive vp-sales/marketing,total, $300,000 from utilization re- nscifl t;7%72 executive vp/chief
$3 U.S. Corporate Health

pr5sMt al officers: John L Miller, Management2825 Santa Monica Blvd, Suite
210, Santa Monica, Calif 90404,

t
213-453-2022

Year founded: 1979, began pro-
1» A

viding utilization review services in
1984

TPA of America Inc. Services provided. 80% of gross

(American Benefit Plan revenues from providing utilization

Administrators Inc./ review services to employers, includ-
ing frequent preadmission hospital

HealthCare Strategies Incj review, precertification, concurrent »

2999 W 6th St, Los Angeles, Calif hospital treatment review, length of
90020, 213-738-1590 stay determination, discharge plan-

ning, retrospective review, second
Year founded: 1984, began pro- surgical opinion, hospital bill audit,

r>

4 1 1-04 « , X\<A - 44 -1 2- "t ' » r ·to \*_FAN
viding utillzation review services in Case management, occasional outpa-
1984 tient service predetermination, out-

Services provided. 5% of gross patient psychiatric and substance
revenues from providing utilization abuse services, 20% of gross revenues
review services to employers, includ- from other services
ing frequent preadmission hospital Services reviewed: Group health Since 1923, Hewitt, Coleman and Associates has been synonymous
review, concurrent hospital treat- services, psychiatric and substance
ment review, length of stay determi- abuse services with self-insurance. We can offer you expert third-party administration
nation, discharge planning, retro- Staff· 45 total staff members 30

spective review, second surgical professional staff members, includ-
of claims, loss control and information systems-and provide the

opinion, hospital bill audit, outpa- ing two physicians, 16 registered excess coverage-for the individual corporation, groups, pools and
tient service predetermination, case nurses, one medical records techni-
management, occasional precertifi- cian 145 professionals on a retainer captives. It's worth your while to contact us for:
eation, outpatient psychiatric and basis, including 65 physicians, 80
substance abuse services, maternity nurses Employee Benefit Coverage · General Liability · Workers' Compensation
education programs and case man- Clients: 85 employer clients, 15%
agement for high-risk pregnancies with fewer than 500 employees, 5%
and premature infants, chiropractic 500-999, 20% 1,000-2,499, 25% Call 1-800-421-9139 ins.C., call 1-242-4350
and podiatric case review, 95% of 2,500-4,999,35% more than 5,000
gross revenues from other services 1986 gross revenues: Not re-

Services reviewed. Group health ported P O Box 3665, 2717 Poinsett Highway, Greenville, SC 29608
services, psychiatric and substance Charges. Per employee, per case
abuse services, dental services Principal officers: Jonathan with Branches and affiliated offices in major cities

Staff: 27 total staff members 23 Fielding, president, Anne Marie
professional staff members, includ- Hammond, vp-marketing, Craig Hor-
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review services to employers, includ- datebook 312-236-2615 Or, Vincent J Simone, Orchard 7548, 904-781-4455

House, 7 Little Austins Road, Farnham, Surrey,ing frequent preadmission hospital i
222 W Adams St, Chicago, 111 60606-5258, Co, PO Box 17548, Jacksonville, Fla 32245-

United Kingdom 0252-726416 MARCH 6-7 The Creation and Implementa-review, precertification, concurrent
tion of Good Faith m the Property Insur-hospital treatment review, length of

FEB 26 Pollution Update-Insurance Lia- ance Policy From Drafting the Forms
stay determination, discharge plan- FEB 23-24 Financing and Structuring Asso- Ga 30249, 404-466-2208

bility and Regulations workshop in Rosemonl, Through Handling Claims conference in Hil-
ning, second surgical opinion, outpa- ciation Captives and Buying Programs se-

minar in New York, sponsored by the Tilitnghast FEB 23-27 Loss Control Management course Ill, sponsored by the Society of Chartered Prop- ton Head, SC, sponsored by the American Bar
tient service predetermination out-

Div.ion of Towers, Perrin, Forster & Crosby, in Atlanta, sponsored by the International Loss erly & Casualty Underwnters and the Chicago Assn , $350 for ARA members, $325 for ABA
Chapter of CPCU, $125 for CPCU members, Tort & Insurance Practice Section members,patient psychiatric and substance $50 for Basics of Captives seminar (Feb 23), Control Institute, $695 Also March 23-27 in

abuse services, case management, oc- $400 for Financing and Stlucturing seminar Calgary, Alberta International Loss Control In- $150 for non-members Julie Ann Juliana, pro- $300 for young lawyers, $75 for law students,

Casional retrospective review, hospi- (Feb 24} Conference Director, Tillinghast/ stitute, P O Box 345, Loganville, Ga 30249, fessional Services Coordinator, Society of $375 for non-members American Bar Assn, Di-
CPCU, Kahler Hall, 720 Providence Road, Mal- vision for Professional Education, Departmenttal bill audit, outpatient supervision, TPF&C, 72 Post Road, Darien, Conn 06820, 404-466-2208
vern, Pa 19355,215-251-2735 NI 450, 750 N Lake Shore Drlve, Chicago, Ill

patient education, weekend admis- 203-655-9791
60611,312-988-6200

sion review, 80% of gross revenues FEB 24 The Risk Bearmg Phenomenon--
FEB 23-24 Auditing with the New CGL Alternatives to Traditional Insurance work- FEB 26 ISO Commercial Property Rating

from other services
Program seminar in Des Moines, Iowa, spon- shop in Philacelphia, sponsored by the Society workshop in Georgetown, Del, sponsored by the MARCH 8-11 International Benefits Confer-

Services reviewed. Group health sored by Premium Audit Advisory Service, $175 of Chartered Property & Casualty Underwriters, Insurance Soclety of Philadelphia and Delaware ence in Orlando, Fla, sponsored by the Interna-
services, psychiatric and substance for subscribers, $200 for non-subscribers Also $125 for CPCU members, $150 for non-mem- Tech, $105 for members, $120 for non-members tional Foundation of Employee Benefit Plans,

abuse services March 2-3 m Baltimore, March 5-6 m New bers Man Jenmngs, Profesmonal Services Coor. Also April 9 in Blue Bell, Pa , April 21 in Phil- $605 for· IFEBP members, $680 for non-mem-
Staff: More than 45 total staff Brunswick, NJ, March 23-24 in Denver, dinator, Socie-y of CPCU, Kahler Hall, Provi_ adelphia Insurance Society of Philadelphia, 737 bers, $40 discount lf received more than 60 days

March 26-27 in Kansas City, Mo , April 2-3 in dence Road, CB#9, Malvern, Pa 19355, Public Ledger Building, Philadelphia, Pa prior to conference Registrations Department,
members Professional staff members 19106, 215-627-5306 International Foundation of Employee BenefitsCleveland, May 4-5 in St Paul, Minn , May 6-7 215-251-2741

Plans, 18700 Bluemound Road, P O Bor 69,include 15 registered nurses Profes- in Minneapolis, May 11-12 m Atlanta, July 28-
slonals on a retalner j n clude more 29 in Worcester, Mass, Aug 20-21 in Dallas, FEB 24 ISO Commerclal General Liablitty FEB 26-27 Maritime Conference m Newark, Brookfield, Wis 5 008-0069, 414-786-6700

than 110 physicians and Sept 29-30 in Edison, NJ Premium Audit Rattng workshop in Blue Bell, Pa, sponsored NJ, sponsored by the National Assn of Marine
MARCH 9-10 Health Care Cost Contain-Clients. More than 150 employer Advisory Service, 85 John St New York, N Y by the Insurnce Society of Philadelphia and Surveyors Inc, $175 Frank Christiansen, Frank

10038, 212-669-0511 Delaware Tech, $65 for members, $75 for non- Christiansen Associates Inc, 1715 Highway 35, ment workshop in Hilton Head, SC, sponsored
clients, 60% with fewer than 500 em-

members Also March 26 in Georgetown, Del, Suite 209, Middletown, N J 07748, 201-615- by the Health Research Institute, $495 Also

ployees, 20% 500-999, 15% 1,000- March 23-24 in Stamford, Conn, April 13-14 in
FEB 23-27 Hazardous Materials Handling April 2 m Philadelphia Insurance Society of 0500

Orlando, Fla , May 11-12 in Houston, June 1-22,499,4% 2,500-4,999, 1% more than and Disposal course in Los Angeles, sponsored Philadelphia. ;37 Public Ledger Building, P)nia-
5,000 m Chicago, June 22-23 in Philadelphia, Julyby the Univer,ily of Southern Callfornla, Insti- delphia, Pa 19106, 215-627-5306 FEB 27-MARCH 1 National Conference of

27-28 in Honolulu, Aug 17-18 in San Diego,
Branch offices. Seattle, Grand Insurance Legislators seminar in Tampa, Fla,tute of Safety and Systems Management, $700

Sept 14-15 m Cleveland, Oct 5-6 In Boston,
University of Southern California, Institute of FEB 25 Tax Reform Seminarin East Wind- $100 for legislators, commissioners and staff,Rapids, Mich , Minneapolis, Phila- Oct 26-27 111 San Francisco, Nov 9-10 in New
Safety and Systems Management, Office of Ex- sor,NJ, sporsored by the Professional Insur- $225 for industry advisory committee members,

delphia, Charlotte, NC, Atlantic tension and In-service Programs,.500 S Ft- ance Agents of New Jersey, $50 for PIA mem- $350 for other Industries and guests, $25 York, and Dec 7-8 m Chicago Health Research

City, NJ, Jackson, Miss Institute, 1600 S Main Plaza, Suite 170, Walnutgueroa St, Suite 202, Los Angeles Calif 90007, bers, $7 5 for non-members Professional spouses National Conference of Insurance Leg-
1986 gross revenues: Not re- 213-743-6521 Insurance Ageits of New Jersey, Education De- islators, PO Box 217, Brookfield, Wis 53005,

ported

Creek, Calif 94596, 415-676-2320

partment, 130 W State St, Trenton, N J 08608, 414-782-6669
MARCH 9-10 Asbestos Regulation, Re-Charges: Per employee, 85 cents_ FEB 23-27 Modern Safety Management 800-424-4244 moval and Prohibition seminar in New York,

$150 course in Calgary, Alberta, sponsored by the In- MARCH 2-4 1987 Loss Control Management sponsored by the Practising Law Institute, $390,

Principal officers. Steve Gregg, ternational Loss Control Institute, $695 Also FEB 25-27 1987 International Benefits In- Development Conference in Orlando, Fla, $40 for course handbook only Practaing La.
March 2-6 in Dallas, March 16-20 in Atlanta, formation Service Institute An Introduc- sponsored by the Alliance of Amencan Insurers,president-Metrocare Inc , Joan E Institute, 810 Seventh Ave, New York, N Y
March 23-27 in Pittsburgh, April 6-10 in Boston tion to International Employee Benefits m before Jan 1 $170, $150 each for three or more 10019, 212-765-5700Copeland, vp-operations, Dale and April 27-May 1 m Atlanta International Brussels, Belgium, £410 or $615 Biuce F attendees from same organtiation, after Jan 1

White, vp-development Loss Control Institute, P O Box 345, Loganville, Spencer, Charles D Spencer Asbociates Inc, add $20 to each category Loss Control Depart- MARCH 9-11 Third Annual International
ment, Alliance of American Insurers, 1501 Insurance Assembly in Miami, sponsored by
Woodfield Road, Schaumburg, Ill 60173-4980, the Insurance Exchange of the Americas, the
312-490-8500

University of Miami, city of Miami and FIIRA,
$305, $125 for accompanying person/spouse

MARCH 3 Questions on the New Insurance Helen Frey, Conference Coordinator, University
Services Office's CGL PoliciesO Ask the of Miami Conference Center, 400 S E Second
Claims Department' workshop in Austin, Ave, Foul th Floor, Miami Fla 33131, 305-372-
Texas, sponsored by the Central Texas Chapler 0140

 FOR GROUP of the Society of Chartered Properly & Casualty
Underwriters, $110 for CPCU members, $140 MARCH 9-11 Fire Detection and Sup-
for non-members Mari Jennings, Society of

VISION CARE pression symposium at the Maritime Institute
CPCU, Kahler Hall, 720 Providence Road, of Technology and Graduate Studies, Linthicum
CB#9, Malvern, Pa 19355, 215-251-2741 Heights, Md, sponsored by the Society of Fire

Protection Engineers, $475 for SFPE members,
MARCH 4-5 Behavioral Science as an Ap- $535 for non-members Lisa Juliano, Society of
proach to Accident Prevention course in Los Fire Protection Engineers 60 Batterymarch St,
Angeles, sponsored by the University of South- Boston, Mass 02110, 617-482-0686
ern Califorma, Institute of Safely and Systems
Management, $375 University of Southern Cali- MARCH 10 Tax Law The Tax Reform Act

fornia, Institute of Safety and Systems Manage- of 1986 workshop in Philadelphia, sponsored
ment, Office of Extension and In-service Pro- by the Insurance Society of Philadelphia and
grams, 3500 S Figueroa St, Suite 202, Los

VSP HELPS
Delaware Tech, $105 for members, $120 for

Angeles, Calif 90007, 213-743-6523 non-members Insurance Society of Philadel-
phia, 737 Public Ledger Building, Philadelphia,

MARCH 4-6 Eighth Annual Petroleum In- Pa 19106, 215-627-5306
surance Conference in New Orleans, co-spon-

MARTIN MARIETTA
sored by Self-Insurance Resource Inc and Pro- MARCH 10-12 Reinsurance Cycles, Regula-
fessional Development Institute, $495, $50 for tions and Information-Past, Present and
spouse activity fee Professional Developmenl Future symposium in Chicago, sponsored by the
Institute, North Texas Slate University, P O Society of Chartered Property & Casualty Un-

LOOK BETTER!
Box 13288, NT Station, Denton, Texas 7620 1- dermiters, $210 for CPCU members, $260 for
3288,800433-5676, 817-565-2483 in Texas non-members Mari Jennings, Professional Ser-

vices Coordinator, Society of CPCU, Kahler
MARCH 4-6 Catifornia Self-Insurers Assn 's Hall, 720 Providence Road, CB#9, Malvern, Pa
57th Annual Meeting in Monterey, Callf.$255 19355, 215-251-2741
for members, $315 for non-members, $110 for
spouses California Self-Insurers Assn, 921 ilth MARCH 10-12 Second Annual Western
St, Suite 619, Sacramento, Calif 95814, 916- States Asbestos Abatement Conference in

When a company hke Martm Manetta looks ai em- 442-4576 San Francisco, sponsored by Hall-Kimbrell
Educational Services, $425 Hall-Kimbrell Edu-

ployee benefits they look hard! They need cost control' MARCH 4-6 Shippers National Freight cational Services, 4840 W 15th St , PO Box
Claims Council's 13th Annual Claim Confer- 307, Lawrence, Kan 66044, 800-445-0682They need effective and easy admmistration! And they ence and Claims Prevention Exhibition Li-

need benefits that are attractive to their employees. ability Changes and New Challenges in New MARCH 10-13 The 1lth International Cap-
Orleans, $295 for SNFCC, $345, less 33% for tive Insurance and Reinsurance Forum in
additional registrants from same organization Hamilton, Bermuda, sponsored by the Tilhngh-

So, when Martm Manetta decided to Include vision Shippers National Freight Claims Council Ine, ast Division of Towers, Perrin, Forster &
120 Main St, Box Z, Huntington, N Y 11743 Crosby, $750, $675 for additional registiantscare as part of their employee benefit program they 516-549-8984 from same company, $350 for Captives in Brief

chose us' seminar (March 10) Con ference Director, Til-
MARCH 5 The Risk Bearing Phenomenon- linghast/TPF&C, 722 Post Road, Darien, Conn
Alternatives to Traditional Insurance work- 06920,203-655-9791

We're Vision Service Plan the nation's oldest and shop in San Francisco, cosponsored by the
Northern California and Golden Gate chapters MARCH 11 Risk Management Semmar in

largest provider of group nsion care. Our plans provide of the Society of Chartered Property & Casualty Phoenix, Aru, sponsored by the Arizona Cen-
Underwriters, $125 for CPCU members, $150 tral Chapter of the Risk & Insurance Manage-free choice of doctor, penodic vision exams, and lenses and for non-members Julie Ann Juliana, Profes- ment Society Inc, $60 for RIMS members, $70

frames when prescnbed Out-of-pocket expenses al e con- sional Services Coordinator, Society of CPCU, for non-members Erick Johnson, Del E Webb
Kahler Hall, 720 Providence Road, CB#9, Mal- Corp , 3800 N Central Ave, PO Box 29040

trolled, administration is easy and the cost is very vern, Pa 19355,215-251-2735 Phoenix, Anz 85038, 602-264-8434

affordable' MARCH 5-6 Public Agency Risk Pooling MARCH 11 Advanced "Post Graduate" Cost
seminar m Clearwater Beach, Fla, sponsored by Management workshop in Hillon Head, SC,

Take a closer look at Vision Service Plant For more the Public Risk & Insurance Management Assn , sponsored by the Health Research Institute,
$150 for PRIMA members, $250 for non-mem- $250 Also March 25 in Stamford, Conn, April

mformation and the location of the office nearest you...call bers Public Risk & Insurance Management 15 in Orlando, Fla, May 13 m Houston, June 3
Assn , 1120 GSt NW, Suite 400, Washington, m Chicago, June 24 in Philadelphia, July 29 in

our toll-free number today. D C 20005, 202-626-4650 Honolulu, Aug 19 in San Diego, Sept 16 in
Cleveland, Oct 7 in Boston, Oct 28 in San

MARCH 5-6 The Settlement of Liability Francisco, Nov 11 in New York, and Dec 9 in
Claims A Workshop m Dispute Resolution Chicago Health Research Institute, 1600 S
for Professionals seminar m Chicago, co-spon- Main Plaza, Suite 170, Walnut Creek, Calif
sored by the IlT Chicago-Kent College of Law 94596, 415-676-2320

VISION SERVICE PLAN and Resolve Dispute Management Inc , $175
pnor to Feb 16, $195 after Feb 16 Jacqueline MARCH 29-APRIL 3 25th Annual Risk and

National Association Jones, IIT Chicago-Kent College of Law, 77 S Employee Benefits Conference in Las Vegas,
Wacker Drive, Chicago, Ill 60606, 312-567- Nev, sponsored by the Risk & Insurance Man-

1795 Clarkson Road, Suize 350 5190 agement Society Before Jan 30 $545 for RIMS
members, $595 for non-members for full week,St Louis, Missoun 63017 MARCH 5-6 Ansul Fire School in Beaumont, $425 for RIMS members, $475 for non-members

Texas, sponsored by Ansul Fire Protection, for partial week, $195 for one day After Jan 30
$450 Also March 9-10, March 12-13, March $595 for RIMS members, $645 for non-members

1-800-325-8499 16-17 Ansul Fire Protection, 1 Stanton St, Mar- for full week, $525 for RIMS members, $575 for
tonette, Wis 54143-2542, 715-735-7411 non-members for partial week RIMS Confer-

ence Department, 205 E 42nd St, New York,
MARCH 5-6 Fourth Annual Group Risk Ad- NY 10017,212-286-9292
ministrators Assn Educational Conference

in Tampa, Fla , $150 for GRA members, $175 for The Datebook w compiled from noticea sent to
non-members Florida Group Risk Administra- Business Insurance Notices should be sent at

tors Assn ,PO Box 846, Tallahassee, Fla least eight weeks :n advance to Datebook, Bus:-
32302, 904-222-1888 ness Insurance, 740 N Rush St, Ch:cago, IN

60611 Business Insurance reserves the nght to
MARCH 5-7 tOth Practical Pension Plan- sezect meetings Of most mterest to itt readers
ning Seminar in Kissimmee, Fla, sponsored by and cannot guarantee that notices will be
Corbel & Co, $395 Brenda Chatham, Corbel & pnnted
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66 Your Job Is To Offer The Best Health Plan.
Our Job Is To Be The Best Health Plan:'

Roger Greaves President, Health Net

As a business owner or *a#ager, one statewide coverage. And since 1984, we have not
of your jobs is to offer your employees the best raised our rates. Those are just a few of the many
possible health pla*e knovthat's no easy reasons why we keep our customers and their
endeavor. What wifh all the choices available employees sgiqfied.
today, putting together the right benefits pack- If your job is to come up with a health
age can be one big headache. WellrI'm here to plan that eliminates headaches, put Health Net
tell you that Health Net may be the answer to all to work for you. Together, we can insure your
your problems. company's fiscal and physical well being.

Health Net offers the highest quality
health care, the largest provider-network and /\ Health Net. Because it doesn't have to hurt.

HEALTH NET
A Federally Qualified HMO.

The Next Generation In Health Care.
Available to companies with 15 or more full time employees.

For further information, call your insurance broker or a Health Net representative at 1-800-522-0088.
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MMRMA
Continued from page 1

potential claims, Mr. Waterman
contends.

While MMRMA quickly tries to
settle claims for which members

feel they are clearly liable, the pro-
gram's lawyers aggressively con-
test claims and lawsuits that are

considered meritless, he added.
The program's largest loss to

date-a $706,064 settlement of a
wrongful death claim-was paid so
quickly that MMRMA did not have
time to notify reinsurers that its
settlement offer had been ac-

cepted, Mr. Waterman said.
The settlement prompted the

program's lead reinsurer, Munich
Reinsurance Co., to audit MMRMA
claim files to see if other poten-
tially large losses existed, he said,
adding that Munich Re was satis-
fied with the audit and later ren-

ewed its participation on the pro-
gram.

Officials at Munich Re could not

be reached to confirm their audit.

Camelback Reinsurance Un-

derwriters Inc,, underwriting man-
ager for Imperial Casualty & In-
demnity Co., audited MMRMA

claim files and procedures last year
and found no significant problems,
a Camelback official said.

Home Reinsurance Co. also is in

the process of conducting an audit,
a Home Re official confirmed.

"There is always going to be
some difference as to what the

proper amount" should be for loss
reserves, Mr. Buckless observed. "I

would say overall that we have had
good reserving. It's an area where
you have to be constantly vigilant.

"As our loss funds and reserves

have built up, we felt we could
prudently retain more of the risk,"
he added, explaining the decision
to self-insure portions of
MMRMA's reinsurance layers in-

stead of buying more commercial
reinsurance.

"We kind of held our breath a

little at first," said Mr. Buckless,

whose county was one of
MMRMA's three original members.
"The concept was great, but it still
had to prove itself. But we have
been very happy with the results."

"I really have not heard any
complaints that I can think of. It

seems like they have a very good
record of customer satisfaction,"
said Kenneth E. Beres, a consul-

tant with The Wyatt Co. in Detroit,
who has recommended the

MMRMA program to several mu-

nicipalities.
In answering the program's crit-

ics, Mr. Waterman pointed to the

exodus from the Michigan munici-
pal market of several commercial
insurers and the insolvency of

others, including Transit Casualty
Co., Ideal Mutual Insurance Co.
and Mission Insurance Co.

"The reason we have been sue-

cessful is (that) the industry has
not done its job," Mr. Waterman

said. "If the industry had never
had a failure, if they had taken a

reasonable attitude, I probably

would not be in this business.

"I don't have the best program in
the world," he added. "I wish it

were better. I wish my reinsurance
were better, that the terms and
conditions were better. (But) I

think I have a better program than
what else is available."

Although some consultants have
questioned MMRMA's operations,
Mr. Waterman traces much of the

criticism of the program to inde-
pendent agents, many of whom lost
municipal accounts to MMRMA as
the commercial insurance market

tightened.

"I think the biggest reason the
agents hate me is that I don't use

them. We did not use the indepen-
dent agency system," Mr. Water-
man said.

The MMRMA program is mar-
keted through a group of exclusive
representatives known as "regional

risk managers," Mr. Waterman ex-
plained.

Some agents are clearly outspo-

ken in their attacks on program.

© 1986. New England Mutual Life Insurance Company. Boston. MA.

WHEN A GROUP INSURANCE PLAN IS SKILLFULIY CRAFTED,
EVERY EMPLOYEE BENEFITI

COMETONEWENGLAND.

At The New England, there are no set
group insurance plans. No pat answers to
your complex employee benefit needs.

Instead, we draw upon over 30 years
of experience to create a package that
answers your organization's specific needs.
We offer flexible benefits and we're versa-

tile enough to develop new programs
when the need arises. We also recognize
the importance of ongoing support to help
employees understand their employee
benefits program.

For more information about our group
insurance plans, calll-800-222-2725,
Ext. 194, and we'll send you a free brochure.

 The New England
Your Financial Partner

''If he is doing what he says he is
doing, it's the second coming of
Christ. It's a miracle,- charged
Howard B. Camden, president of
Advanced Underwriters Inc., an

agency based in the Detroit suburb
of Farmington Hills.

However, MMRM Aisnotthe

only target of the agents' attacks in
what Mr. Beres described as a

"range war" in the Michigan mu-
nicipal insurance market.

In a newsletter last July, the
Michigan Municipal League-
which sponsors its own property/

competitorto MMRMA-com-
plained that independent agents
were spreading ''unfounded
rumors" about the financial condi-

tion of the MML pool.
Indeed, sorne of the agents'

charges against MMRMA also are
unfounded. Some rival agents, for
example, questioned whether
MMRMA actually had any of the
commercial reinsurance it claimed

to have. But several of the pro-
gram's reinsurers, contacted by
Business Insurance, confirmed

their participations (see story, page
65).

The suspicions of MMRMA's
critics have been fueled in part by
the tight control the program's
directors and managers keep on re-
insurance, financial and other in-
formation.

MMRMA members are not given
copies of reinsurance treaties or
cover notes and must visit the of-

fices of Governmental Risk Manag-
ers in Livonia, another Detroit

suburb, if they wish to review the
documents.

MMRMA's directors voted two

years ago to bar the program's rep-
resentatives from releasing any re-
insurance information to consul-

tants without the board's

permission, according to Mr. Wa-
terman.

The MML pool also does not give
members copies of its reinsurance
documents, but it will allow con-
sultants to review the documents

in the presence of their clients, ac-
cording to Eugene Berrodin,
MML's director of insurance ser-

vices.

Richard L. Beeckman, a Sa-

ginaw-based consultant hired to
review MMRMA for Washtenaw

County and the city of Ann Arbor,
learned how hard it could be to get
information. After several requests
for evidence of MMRMA's com-

mercial reinsurance coverage, Mr.
Beeckman said he was given a
typewritten list of the reinsurers
on plain paper on condition that he
not reveal the names to anyone, in-
cluding his clients.

Business Insurance encountered

similar problems. During an inter-
view at his office last year, Mr.
Waterman offered another type-
written list of reinsurers as evi-

dence of the program's current
participants. But, after Business
Insurance started contacting some
of the reinsurers to confirm their

participation, MMRMA's broker,
Stewart Smith, instructed the

reinsurers not to discuss the pro-
gram and to refer questions to Mr.
Waterman, reinsurers say.

Mr. Waterman later offered to

allow a reporter to review reinsur-
ance documents at Stewart Smith's

New York office on the condition

that none of the information be

used in this story.
Over the last two years, MMRMA

representatives have also distri-
buted lists of reinsurers that con-

tained deliberate errors ranging

from simple misspellings of rein-
surance company names to the in-
clusion of reinsurers that were not

actually participating on the pro-
gram, according to Mr, Waterman,
who said this was done at the

MMRMA board's direction.

The list Mr. Waterman showed to

Business Insurance during the in-
terview-which was later found to

include names of reinsurers that

were not writing the program-
Continued on page 60



r Introducing Our New Line ...
One Size Fits Groups of 10 to 99

Ifyour ctients with 10 to 99 employees haven't
found a plan that fits, Provident Mutualb new
group coverage is tauored to their needs.

Our new plan is suited to the medium-sized employer who wants a
coordinated package of quality coverage, competitive cost and
convenient administration.

Let your client try this selection of coverages:

• Life, AD&D, Dependent Life
• Major Medical (15 +lives), with Prescriptive Drug Plan

.• Dental Coverage
• Long 'Iarm Disability

Our standard cost containment features, styled to your client's
needs, are included in all plans. They include second surgical opinions
... pre-admission testing... out-patient surgery... limitations on
weekend admissions... hospice and home health care benefits...
skilled nursing facility benefits... with pre-admission certification/
continued stay review available as an option.

Competitive rates, quick quotes and simple enrollment procedures
complete this winning combination.

So if your clients are feeling the pinch from plans that just don't fit,
try Provident Mutual's new product for groups of 10 to 99 . . . it's just
your style. Call your nearest group office listed here.

0

Provident Mutual Group Sales Offices

Atlanta

(404) 393-1300

Baltimore/Washington
(301) 598-4800

Charlotte

(704) 376-6209

Chicago Area
(312) 325-9222

Detroit Area

(313) 354-5850

Florida

(305) 660-0801

Greensboro

(919) 294-4240

New England
(617) 423-4283

New York

(212) 759-0111

North & Central New Jersey
(201) 233-3400

Northern California

(415) 392-5117

Philadelphia
(215) 568-3930

Southern California
(213) 383-6000

Texas (Dallas Area)
(214) 506-9200

Texas (Houston Area)
(713) 621-7650

PROVIDENT MUTUAL
SECURITY THROUGH FINANCIAL SERVICES
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MMRMA Michigan Inc If they were unable the program by a competing agent adjusting services by Municipal whatever limits are required ex-
to do that, he added, MMRMA Nevertheless, Ferndale became an Claims Service of Livonia, and cessofa member's retention of 10%

Continued from page 58 members would have to post judg- MMRMA member when the agent legal services by the Livonia firm of the first $100,000 of loss after a
was one of the deliberately incor- ment bonds funded by tax revenues told city officials to prepare for a of Cummings, McClorey, Davis & $1,000 deductible
rect lists, Mr Waterman con- to cover liability awards possible 400% premium increase Acho • Vehicle physical damage cov-
firmed Caught between the program's and the elimination of police pro- Reserves for MMRMA claims are erage with limits of $500,000 per

The erroneous lists were not boosters and its critics are city, fessional liability coverage, she initially set by Municipal Claims vehicle excess of a $10,000 reten-
meant to deceive, Mr Waterman county and township officials who said Service, but these reserves may be tion and $1 million per disaster ex-
said, but to track down the source have seen commercial insurance So far, she added, the city's ex- changed by attorneys at Cum- eess of a $30,000 retention
of leaks about the program's oper- coverage dry up and are uncertain perience with the MMRMA has mings, McClorey after review of Unlike members of the Munici-
ations If a list containing a partic- what the future will bring been good the files, according to Bernard P pal League pool-which share
ular error were found circulating "We are a city like many others But "how well they have us pro- McClorey, a partner with the firm risks within the pool's $500,000 re-
among competitors, he explained, that feels like we really do not have tected in the event of a catastio- The coverage document issued to tention-MMRMA members do not
MMRMA managers would know any choice," said Karen Harlick, phe, I don't know," she said MMRMA members, known as a actually share risks
which member had released the finance director for the city of

The MMRMA program "Joint exercise of powers agree- A portion of each MMRMA mem-
list Ferndale, another Detroit suburb ment," provides ber's loss contribution is reserved

One membei who was leaki ng and an MMRMA member MMRMA operates under Michi- • General hability coverage, m- -and separately accounted for-to
the lists along with financial and "The Insurance market in Michi- gan's Public Act 138, legislation cluding law enforcement liability, cover losses within the member's
loss information was recently gan was such that we Just could originally supported by the Munic- public officials errors and omis- retention No member is responsi-
identified and measures were not afford the premiums being ipal League that provides for the sions, medical malpractice cover- ble for the losses suffered by any
taken against further leaks, ac- charged," Ms Harlick said "We foimation of municipal self-insur- age for paramedics and emergency other member within the other
eording to Mr Waterman, who said were a city that was not in a posi- ance pools medical service personnel and member's retention
the member did not leave the pro- tion to decide where we would get Governmental Risk Managers motor vehicle liability coverage If losses within a member's re-
gram our insurance " provides underwriting and risk • Property coverage for real and tention exhaust its "net contribu-

Mr Waterman and MMRMA's Ms Harlick said that she had management seivices, while ac- personal property, including tion account"-which is a mem-
directors, long beleaguered by "great reservations" about Joining counting senices are plovided by extra-expense, money and securl- ber's loss contribution less
agents' criticism of the MMRMA MMRMA in 1985 because of ques- the Southfield-based him of ties, fidelity and surety coverages expenses and ceded reinsurance
program, defend the tight lid on tions raised about the stability of Quenneville & MeSweeney, claims Property reinsurance is placed to Contmued on page 61
information by saying that such
details could be used by rivals to
damage MMRMA

"To the outside, it may look like
9 &@lj 'fi' .

.

we are being a little protective," *.,;**5 .8

4, r

Mr Buckless observed But "there
t . .4 1 b.' A

comes a point when you get tired of ; C S»

having to prove that what you are : lit j. Y

doing is right "
"We have been shot at from

every direction it's feasible to
shoot at an organization, and that 1 .0 =A , 6
has been going on since 1981," *D $, :i.

.*V 4 *»

r
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added Robert Deadman, city man-

Zerg{:1 tultyNiAtfrbiref(85- Z. I .

However, Mr Beeckman said he 1f

was frustrated by his inability to r/7, ,

e

get reinsurance and other 1nforma-
4

tion from the MMRMA's represen- €

tatives a* 11'/ .

,"Continuous delays and the con-
.* a

fusion regarding when or if certain 21:· 5'. fr, R »,,: ' 111/4 , 4
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pieces of information could be or
would be provided created an at- 1

33 y 4

mosphere of uncertainty" about
f

the program, concluded Mr Beeck- 6 I .

/4 4,7 44, r\ ;

man in a report last November in rf
which he advised his clients 4% a 5 11 *69 1 *%

r

against Joining the MMRMA rb „ .

Michigan Assistant Attorney
General Harry Iwasko said he lS - ff j

,

also concerned by the shortage of
-

•rk , 4 1 a

l
, B 4,>l

mformation about the program in
light of the accusations leveled 66 1 31 f .,4, I i

against it by competitors
f.

14' t. -
4

MMRMA-like the MML pool- .

1 1
. (

operates under a Michigan statute i
that exempts it from regulation by , Y ).r- S='If J, *i.# 4/» 9,; ,,

4+
the state Insurance Buieau and 19 -St *

0/ 5. .
4

that requires only the filing of an A , I. 4 .*: 7,49

annual audited financial statement
5¢ 1 I , tr . ,+Z '

with the state Treasury Depart-
ment

' They are not only self-insured,
they are self-iegulating as well,

, /4

and that iS very scary to me," Mr
Iwasko said

He added that he doesn't know /

enough about the program to as-
.:h

sess its stability and has no way of 4
.,

letting the information unless it is
voluntarily provided by MMRMA
He said he has never asked for such
information
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"If lt lS being soundly iun and
ts soundly reserved, it'S a gold -

mine," Mr Iwasko said "If it isn't,
it's a ditch "

e

MMRMA members "would liter-

ally have nowhere to go" if
r

- * t

MMRMA ran out of money to pay -

21aims, said Mr Beeckman, noting
that MMRMA-like the competing
Municipal League pool-is not co-
vered by the state property/ca-
;ualty guaranty fund, which Coveis
:laims against insolvent licensed
nsuiers

"They would literally be self-in-
,ured and they would have to go
.o their constituents to raise the Jnoney," Mi Beeckman said, ex-
laining that municipal officials
night have to raise property
)wners' taxes to fund such unin-
,ured losses

If MMRMA ran ou t of funds,
Dublic entities could attempt to re-
zeive assistance from the state's
general fund, said Dale Larson, se-
ior vp with Corroon & Black of
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premiums-the member must cover any shortfall in the
account.

Twenty MMRMA members had negative fund bal-
ances as of last June 30, while other members had

fund balances ranging from $1,529 to $430,565.
MMRMA also offers each member stop-loss reinsur-

ance coverage to limif the losses paid within the reten-
tion in any one year.

For example, if a member's per-occurrence retention
on the liability program were $50,000, MMRMA might
provide stop-loss coverage attaching after the mem-
ber pays $75,000 in losses in a single year.

This stop-loss coverage is also self-funded by
MMRMA members, who pay an additional 5% of their
total member contributions into a stop-loss fund, Mr.
Waterman said.

As required by Public Act 138, MMRMA also main-
tains a commercially reinsured aggregate stop-loss
contract with a $5 million limit of liability, attaching
after exhaustion of the total funds available in

MMRMA to pay claims in any one year, Mr. Waterman
said. The total funds available to MMRMA to pay

claims-including members' fund balances and all loss
and expense reserves-amounted to $13.5 million at
Dec. 31,1986, according to Mr. Waterman.

The aggregate reinsurance is retrospectively rated so

that reinsurers collect $1 in premium for every 70 cents

of loss paid, he said.
(Several larger MMRMA members have retentions

higher than the standard $50,000 for liability risks. In
addition, several smaller entities-including town-
ships, community mental health facilities, housing
authorities and transit authorities-are part of a sub-
program known as the Statewide Pool, whose members
do share risks within their retention. The Statewide

Pool is treated as a single member of the larger
MMRMA.)

For the liability program, MMRMA then purchases
reinsurance excess of members' retentions up to $10
million per occurrence. The commercial reinsurance is
paid for from members' loss contributions not allo-
cated to funding losses within each member's reten-
tion.

All MMRMA members buy the full $10 million in
liability limits and nearly all purchase all of the cover-
ages offered by MMRMA.

Member loss contributions also are used to fund the

self-funded portions of MMRMA's four reinsurance
layers, with MMRMA receiying payment as if it were a
commercial reinsurer participating on the quota-share
treaties, according to Mr. Waterman.

Several sister programs are also covered by the same
reinsurance treaties-including MMRMA's self-in-
sured participation-excess of $50,000, Mr. Waterman

Continued on nezt page
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3 sister programs
cover public entities

By DOUGLAS McLEOD

LIVONIA, Mich.-Operating along-

side the Michigan Municipal Risk
Management Authority are three
sister programs that provide prop-
erty and liability coverages to vari-

ous groups of public entities.
Each of the three programs is co-

vered by the same liability rein-
surance treaties covering MMRMA
excess of $50,000 per occurrence.
MMRMA itself acts as a reinsurer

of the three programs for the por-
tions of the reinsurance program
that MMRMA self-funds, and

members of each program pay
MMRMA a portion of their loss
contributions as if MMRMA were a

commercial reinsurer.

® EMPLOYERS REINSURANCE

Even the most careful judgment
doesn't eliminate risk.

But when your plan calls for
hitting the water, head first, a
hundred feet below, judgment
can help make sure water is
what you hit.

So you carefully judge every-
thing. From the wind resistance
to your mental resistance.
And when you're ready, you go.

That's what we've done

at ERC for over 70 years. And
that's why we're in such a strong
financial position today. And why
our Best's rating continues to
bean A + XY.

Now we've decided to take on

even more of those same, care-
fully calculated risks. Are we
ready for it?

Just take a look at our capacity.
Then, judge for yourself.

SK
Employers Reinsurance Corporation • 5200 Metcalf, Overland Park, Kansas 66201/Atlanta · Boston · Chicago • Columbus • Houston •Iks Angeles • New York • San Francisco • Toronto

The three programs
also use some of the

same service

providers as
MMRMA.

As with the larger MMRMA pro-

gram, loss contributions to and
claims against the three sister pro-

grams are separately accounted for
by member, and members do not
share risk.

The three programs also use
some of the same service providers
as MMRMA, including Cummings,

McClorey, Davis & Acho for legal
services and Municipal Claims
Service for claims handling ser-
vices.

Each of the three programs has
its own board of directors and each

program prepares its own financial
statennents separately from

MMRMA.

The three programs are:

• The Michigan Township Par-
ticipating Plan, with 804 current
township members and member
contributions of $4.4 million for

the 15 months ended June 30, 1986.

MTPP, started in April 1985, offers
liability coverage limits of up to
$10 million per occurrence, though
less than 5% of its members buy
the full limit and most opt instead
for a $1.5 million limit, according
to David P. Kensler, program ad-
ministrator for MTPP.

The first $50,000 per occurrence
of MTPP members' liability cover-
age is reinsured by Governmental
Casualty Insurance Co., a licensed
Ohio insurer formed last year by
Wade Waterman, president of
MMRMA's management company,
and others connected to the

MMRMA program, according to
Mr. Kensler.

MTPP members typically carry
deductibles of $1,000 on police
professional liability, $5,000 on
employee benefit liability and $250
on errors and omissions coverages,
Mr. Kensler said.

• The Michigan Community

College Risk Management Au-
thority, with 16 community college
members and about $504,000 in

member contributions for the year
ended June 30, 1986, according to
Mr. Waterman.

Member contributions will prob-
ably total $2 million this year, he
added.

Members of the college program,
which was established in July 1985,
all purchase liability coverage limits
of $10 million per occurrence, Mr.
Waterman said.

Members carry retentions of

$10,000 per occurrence and $30,000
annual aggregate for liability risks,
according to Mr. Waterman.

Universal Re-Insurance Co. Ltd.

of Bermuda writes reinsurance of

$40,000 excess of $10,000 per oc-
currence and $500,000 excess of
$30,000 annual aggregate, he said.
This coverage is 100% retroceded
to Cove Marine Insurance Co. Ltd.,
another Bermuda reinsurer owned

by Mr. Waterman and others, ac-
cording to Mr. Waterman.

• The Michigan Road Commis-
sion Risk Management Authority,
with 10 county road commission
members that produced $449,767
in loss contributions for the year
ended June 30.

Members of the road commission

program purchase liability limits
of $5 million including a $50,000
retention, Mr. Waterman said, ad-
ding that he doesn't expect much

growth in the road commission
program this year. I
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MMRMA
Continued from previous page
said. These are the Michigan
Township Participating Plan, with
804 township members; the Michi-
gan Community College Risk Man-
agement Authority, with 16 college
members; and the Michigan Road
Commission Risk Management Au-
thority, with 10 road commission
members (see story, page 61).

Of the 250 MMRMA members,
25% are cities, producing 53% of
the program's earned loss contri-
butions; 24% are counties, produc-
ing 35% of contributions; 20% are
townships, producing 8% of contri-
butions; and 3 1% are other entities,
producing 4% of contributions, ac-

0

AT&T

cording to an MMRMA newsletter.
In all, the MMRMA family of

programs has about 1,080 mem-
bers.

Agents report that other insurers
write municipal coverages in Mich-
igan-including International Sur-
plus Lines Insurance Co. through
Arthur J. Gallagher & Co. and
Great American Surplus Lines In-
surance Co.-but that MMRMA

and the MML pool have the major-
ity of municipal business in the
state.

MMRMA and its sister programs
have reported explosive growth in
the last two years, as commercial
markets for municipal liability
coverage have tightened.

Loss contributions to MMRMA

Sinclair

totaled $15.3 million-including
$203,933 in reinsurance premiums
paid by MMRMA's sister programs
-for the fiscal year ended June 30,
1986, nearly quadruple the $3.9
million reported in 1985. Loss con-
tributions totaled $2.9 million in
1984, $2.2 million in 1983, $1.5
million in 1982 and $541,911 in
1981, according to the program's
audited financial statements.

The MMRMA financial state-
ments do not include the results for

any of the sister programs.
MMRMA anticipates more than

$25 million in loss contributions in

the 1987 fiscal year, and the sister
programs are projecting an addi-
tional $7.5 million in contribu-
tions, the MMRMA newsletter

1 1

-4 l

says.

By comparison, the MML liabil-
ity and property pool, with about
580 members, reported loss contri-
butions of $14.1 million for the
year ended last Dec. 31, up from
$4.9 million in 1985, according to
Mr. Berrodin.

The MML pool provides total lia-
bility coverage limits of $3 million,
with the $2.5 million excess of
$500,000 portion reinsured. The
only self-funding in the MML rein-
surance program is a $500,000 per-
occurrence participation in the $1
million excess of $2 million layer
by NLC Mutual Insurance Co., a
Tennessee-based captive that rein-
sures municipal property/casualty
insurance programs in several

Desserts 1

1- 1141
We make bigbuslness

feelrightatHome
The reason Home Insurance attracts

these giant corporations is because we
don't think of them as giant corporations.

To us, they're individual businesses
with individual problems that need
special treatment. The kind you get
only at Home. The kind we've been giving
clients since we first started business,
back in 1853.

Since then we've written big busi-

ness policies covering worker's com-
pensation, liability, property-every
facet of specialized insurance needs.
And the years have taught us two
important lessons:

1. It's smart business to tailor

special policies to special clients.
2. Every client js special.
When you keep things that simple,

it isn't difficult to give better service.

The Home Insurance Company is a member of The Home Group, Inc.

And to settle claims faster.

If your company could use that
kind of attention, have your broker or
agent contact the Home field office
nearest you. Or write Marshall Manley,
Chairman, Home Insurance Company,
59 Maiden Lane, NewYork, N.Y. 10038.

Home Insurance
There's no place like it.

states, says Mr. Berrodin.
As MMRMA has grown, however,

the questioning and criticism of
the program by competitors and
some consultants has intensified.

Increased self4unding
In his report to Washtenaw

County and Ann Arbor, Mr. Beeck-
man cited increasing levels of self-
insurance by the MMRMA as a
principal reason for recommending
against the program.

Mr. Waterman confirmed that

since its July 1, 1986, liability rein-
surance renewal, the MMRMA has
self-insured:

• 14.4% of the first reinsurance

layer of $450,000 excess of
$50,000.

• 25% of the second layer of
$500,000 excess of $500,000.

• 50% of the third layer of $4
million excess of $1 million.

• 50% of the fourth layer of $5
million excess of $5 million.

On a $10 million loss, MMRMA
currently would be responsible for
paying about $4.7 million excess of
a member's retention.

During the previous fiscal year,
MMRMA had self-funded 22% of
the first layer, 15% of the third
layer and 25% of the top layer,
according to its audited financial
statement. The year before that,
all of the program's liability rein-
surance was placed with U.S. and
foreign reinsurers and none was
self-funded, according to cover
notes obtained by Business Insur-
ance and subsequently confirmed
by Mr. Waterman.

MMRMA also currently self-in-
sures 50% of the first property re-
insurance layer, Mr. Waterman
confirmed.

Mr. Beeckman noted in the re-

port that the self-funded portions
of the MMRMA liability reinsur-
ance program were on an occur-
renee basis with no aggregate and
that MMRMA's policy form is "the
broadest available to my knowl-
edge."

"Without detailed loss statis-

ties. .it is difficult to precisely an-
ticipate the impact of these much
greater levels of assumption," the
report says.

Q ues ti on ing MMRMA's 1 ong-
term prospects, Mr. Beeckman said
in an interview that, "It cannot be
financially sound. .You cannot

convince me that you could pro-
vide $10 million in occurrence cov-

erage including police and profes-
sional liability at a 45%
assumption (level) and make
money when nobody else has."

Mr. Beeckman added that he
thought the MMRMA concept was
basically a good one, but that the
program would be more fiscally
sound if-among other things-lia-
bility limits were reduced and cov-
erages were limited.

"I would like to see the program
work because we just don't have
an alternative here," he said. "I
just wish (Mr. Waterman) would
tighten it up a little."

Wyatt's Mr. Beres also said he is
"concerned about the increase in

share the board members have
voted to take on within the au-
thority."

"We are sort of reserving much
in the way of further comment
until we can muster something in
the way of further information,"
said Mr. Beres, who in November
recommended the MMRMA pro-
gram to the city of Owosso.

One of MMRMA's own reinsurers

also expressed doubts about the
degree of self-funding.

A series of large claims, though
unlikely, is still a possibility that
should be funded for, and MMRMA
is now self-insuring "more limits
than they have a reasonable chance
of funding" if such large claims
develop, according to E. Lee Dun-
can, vp with Associated/Interna-
tional Insurance Co. in Los An-
geles, which reinsures 2% of the
top layer of the current MMRMA
program.

Continued on page 64
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While member retentions and the
top reinsurance layer are attracti-
vely funded for the exposure, the
first three reinsurance layers are
relatively thinly funded, Mr. Dun
can said.

Although MMRMA might con-
sider self-assuming 20% to 25% of
each reinsurance layer, he added,
"anything more than that to me is
high stakes and taking a lot of
risk."

The first reinsurance layer is
rated on a swing plan, in which
loss contributions held for member
retentions can be adjusted depend-
ing on the loss experience of the
first-layer reinsurers.

Reinsurers in the first layer are
entitled to a minimum of 8% of
earned loss contributions and a

maximum of 22%, depending on
their loss experience, Mr. Water-
man confirmed.

Member retentions are then

funded with a minimum of 27.75%
of total loss contributions to a

maximum of 41.75%, depending on
experience of the first-layer rein-
surers.

Favorable loss experience thus
results in MMRMA retaining a
larger share of premiums that
would otherwise be ceded to rein-

surers.

Reinsurers on the second layer
then receive 6.25% of loss contri-

butions, those on the third layer
14% and those on the top layer 8%,
Mr. Waterman confirmed.

Mr. Duncan noted state insur-

ance laws generally forbid regu-
lated insurers from writing poli-
cies with net retained limits of

more than 10% of their policy-
holder surplus. MMRMA, retaining
roughly half of the $10 million
limit it writes for its members,
would thus have to maintain sur-

plus of at least $50 million if it
were a regulated insurance com-
pany, he said.

Using the same principle, in the

fiscal year ending June 30,
1986-when it self-funded about

19.5% of its $10 million limit-
MMRMA would have needed $19.5

million in surplus if it were a regu-
lated insurer.

However, the MMRMA's "sur-
plus"-the balance of funds in
member contribution accounts

after claim payments, reserves, ex-
penses and ceded reinsurance pre-
miums-was $3.8 million as of
June 30, 1986, according to finan-
cial statements. The balance of

MMRMA's reinsurance fund, in-
tended to cover the self-insured

portions of the reinsurance layers,
was $455,796 as of June 30, 1986,
excluding a $600,000 reserve for
incurred-but-not-reported losses,
according to the financial state-
ment.

Mr. Waterman says that surplus
is not a "tangible item'' for
MMRMA, since members cover any
shortfalls in their contribution ac-
counts for losses within their re-

tentions. MMRMA's "surplus" is

J&H INFOLINE
INFORMATION AND IDEAS ON RISK MANAGEMENT AND BENEFITS FROM JOHNSON & HIGGINS

therefore the ability of members to
pay losses, he emphasized.

Maintaining adequate surplus is
more important for the self-in-
sured portions of the reinsurance
layers, he said, noting that there
is no provision for assessing mem-
bers if the reinsurance fund falls

short. If the fund were exhausted,
the MMRMA board might either
have to raise members' loss contri-

butions or prorate members'
claims, he said.

Mr. Waterman added, however,
that premiums collected to fund
such self-insured losses are far in
excess of what MMRMA will ac-

tually need.
The fund balance in member

contribution accounts was $4.4
million as of Dec. 31, 1986, while
the balance in the reinsurance fund

was $1.7 million, Mr. Waterman
said. The reinsurance fund is ex-

pected to total $3.4 million after
additions to IBNR reserves at June

30,1987, he added.
Mr. Waterman also said that

New Pollution Liability Facility To Be Offered.

Major corporations, frustrated by the virtual disappearance of pollution liability
insurance, are applauding the upcoming formation of the NACC Risk Retention Group.
The facility wiU provide coverage for both gradual and sudden-and-accidental
environmentalimpairment, and for cleanup, as well. The facility wi11 cover only
investor-insureds.

Johnson & Higgins is applying to the state of Vermont for permission to form NACC
under the Risk Retention Act of 1986. The act clears the way for risk retention groups
to operate in any state after being chartered by the domicile state.

Limits of coverage will vary according to the capital contribution of indiVidual
investors and the total capitalization of the facility. The minimum capital contribution
per investor is $1 million and the expected maximum is $10 million per investor.

In order to qualify for membership, a participant must have its proposed site(s)
pass an environmentalinspection. The site(s) also win be subject to subsequent
inspection. NACC coverage is site-specific.

If a corporation has a high-risk profile-such as a waste disposal company has-it
would not ordinarily be eligible for participation, although NACC contemplates
including a broad range of businesses.

International Technology Corporation will coordinate site inspections and, in most
instances, conduct them as well. Clement Associates of Washington, D.C. win act as
facility underwriter. Chase Investment Bank and Brown Brothers Harriman Be Co. will
be investment managers. A three-firm legal defense group will be coordinated by the
firm of La,Roe, Winn & Moerman. Johnson 8e Higgins will be the NACC manager.

A preliminary information memorandum was sent to interested corporations in
mid-December and initialinvestor closing is expected in mid-February The NACC
facility is now open to all corporations that qualify, and to their brokers.

Allinterested participants should read the preliminary information memorandum
before investing. For more information, call your J&H office.

© 1987 Johnson & Higgins
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MMRMA expects "99%" of its
claims to be under $1 million.

MMRMA has been hit with only
three claims in excess of member

retentions in its history, according
to Mr. Waterman. One was the

$706,064 wrongful death claim;
two other claims ranged between
$100,000 and $250,000, he said.

The decision to self-insure was

made because of the program's
"excellent loss experience" and the
increasingly short periods of time
over which MMRMA's reinsurance

premiums "paid back" the limits in
each layer, according to Mr. Wa-
terman.

At the reinsurance rates in effect

for fiscal 1986, he said, premiums
ceded for the first layer would
equal the layer's $450,000 limit
within 0.3 years; premiums ceded
for the second $500,000 layer
would equal that limit in 0.8 years;
premiums ceded for the third $4
million layer would equal that
limit in 3.5 years; and premium
ceded for the fourth $5 million
layer would equal that limit in 5.2
years.

Projected payback periods for
the 1987 fiscal year are even
shorter, he added.

Mr. Waterman noted the rates

demanded by MMRMA's commer-
cial reinsurers were excessive

given the program's experience.
"I felt strongly, and still do, that

we should have received a substan-

tial rate reduction. They said,
'Well, we are willing not to give
you a rate increase,' " he ex-
plained.

"We thought that the risk in-
volved did not warrant the pre-
mium being asked," added Mr.
Deadman, an MMRMA director.
"The more of the risk we can as-

sume and properly fund, the more
we will be independent of the in-
surance industry."

MMRMA directors also denied

agents' accusations that the pro-
gram was forced to self-insure be-
cause it was unable to find ade-

quate commercial reinsurance.
"It wasn't a matter of not being

able to get reinsurance. In fact,
we have reinsurers that want a lit-
tle more of the action. But we had

layers that were so doggone profit-
able that we didn't want to give
them away,'' said Ronald
Showalter, clerk and treasurer of
the city of Garden City and an
MMRMA director.

Mr. Waterman added that

MMRMA's directors may consider
a proposal to eliminate the pro-
gram's remaining commercial rein-
surance at the next renewal and

self-fund the entire program with
the support of a bond issue.

MMRMA's ability to successfully
self-fund portions of the reinsur-
ance program depends, in part, on
a reliable estimation of case and
IBNR loss reserves.

Reserving practices
For the 1986 fiscal year-when it

collected $15.1 million in member
loss contributions-MMRMA re-

ported $1.8 million in claims and
legal expenses paid net of subroga-
tion receipts and recoveries from
the reinsurance and stop-loss pro-
grams, according to an unaudited
financial statement used by Mr.
Beeckman in his report to Wash-
tenaw County and Ann Arbor.

MMRMA also increased loss re-

serves by $1.7 million, or 11.1%of
total earned member contributions

of $15.1 million; increased reserves
for the stop-loss program by
$640,729, or 4.3% of total contri-
butions; increased reserves for
legal expenses by $462,719, or 3.1%
of total contributions; and paid
$570,843 in claims service fees, ac-
cording to the unaudited state-
ment.

(A 1986 financial statement au-
dited by Arthur Andersen & Co.
shows slightly smaller reserve in-
creases: $1.4 million for losses and
$447,719 for legal expenses. The
audited statement also shows no

Continued on next page
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increase in reserves for the stop-
loss program.)

Adding up these losses, loss ad-
justment expenses and reserves
and comparing them to total mem-
ber loss contributions of $15.1 mil-
lion, Mr. Beeckman estimated
MMRMA's loss ratio at 34%.

Mr. Beeckman noted in his re-

port the difficulty of making such
calculations, since MMRMA re-
ports its results using generally ac-
cepted accounting principles
rather than the statutory account-
ing principles an insurance com-
pany would use.

For example, total member con-
tributions of $15.1 million include
more than $4.7 million in contri-
butions ceded to the program's
reinsurers; an insurance company
reporting earned premiums-on
which loss ratios are based-would

exclude such ceded premiums.
If reinsurance premiums were

excluded from MMRMA's total loss
contributions, the effect would be

to increase the program's loss
ratio.

In an interview, however, Mr.
Waterman confirmed that a 34%

loss ratio is "probably right," ad-
ding that MMRMA's own accident
year loss ratio calculations for the
years 1980 through 1986 showed an
overall loss ratio of less than 34%.

Mr. Beeckman, however, says in
the report that "it seems very un-
likely that the loss and loss ex-
pense ratio can legitimately be ex-
pected to remain at this
percentage...A 35% loss ratio on
municipal exposures (of all sizes)
would contrast sharply to the mas-
sive losses experienced by the in-
surance industry."

The report notes that the indus-
try's loss ratios for general liabil-
ity business written in Michigan
were 74.5% for 1980, 81.9% for
1981, 102.7% for 1982, 82.3% for
1983 and 109.2% for 1984, accord-
ing to figures compiled by A.M.
Best Co. Including underwriting
expenses, the industry combined
ratios for these years were "far in
excess of 100%," the Beeckman re-

port says.
MMRMA reported underwriting,

risk management and other ex-
penses of $3.3 million for fiscal
1986, or 21.6% of total member
contributions.

Comparing these expenses to
total member contributions, Mr.
Beeckman calculated the pro-
gram's expense ratio at 22%, mak-
ing for a combined ratio of 57.7%
after dividends paid to four mem-
bers totaling 1.7% of loss contribu-
tions.

"It would appear that the com-
bined ratio is quite a bit lower than
one would expect. If reserves are
underrated, it could have an ad-
verse effect upon the future," Mr.
Beeckman's report says. "This is
especially true if the apparent un-
derreserving were to continue after
the major reinsurance assumptions
of MMRMA of new losses."

"It doesn't make any sense. He's
drawing from the same communi-
ties we are," said the MML's Mr.
Berrodin, noting that the MML's
loss ratio for 1986 was about 50%.

"There is no reason to believe he

is being more selective than we
are. In fact, it's the reverse," Mr.
Berrodin said.

At least one MMRMA member

has complained about underre-
serving for claims.

Clifford Maison, deputy control-
ler for the city of St. Clair Shores,
a Detroit suburb, said that inade-

quate reserves were established for
three claims against the city.

A 1985 wrongful death claim
against St. Clair Shores that may
ultimately be settled for $500,000
or more was reserved at $5,000,
Mr. Maison said. The two other

claims-which are not as serious

and will probably be settled within
the city's retention-are reserved
at $5,000 and $2,000, he said.

Still other claims against the city
Continued on nezt page
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MMRMA's reinsurance detailed
LIVONIA, Mich.-The Michigan Municipal

Risk Management Authority would prefer the
details of its reinsurance support were kept con-
fidential.

However, based on interviews with the rein-

surers, with Wade Waterman, president of
MMRMA's management company, and with
other sources, the following details of the lia-
bility reinsurance program emerged:

• The first layer-$450,000 excess of
$50,000-is reinsured on a "split slip," with
some reinsurers covering excess of $50,000 and
others excess of $100,000, according to Mr. Wa-
terman. Gaps created by the split slip are self-
insured by MMRMA, he said.

First-layer reinsurers include Munich Rein-
surance Co., with a 50% share excess of $50,000;
Dorinco Reinsurance Co., a Midland, Mich.-
based unit of Dow Chemical Co., with 10% ex-
cess of $100,000; and the MMRMA itself, which
is self-insuring 14.4% excess of $50,000.

• Reinsurers on the second layer of $500,000
excess of $500,000 include Munich Re with 50%;

MMRMA, self-insuring 25%; Universal Re-In-
surance Co. Ltd., a Bermuda-based rent-a-cap-
tive facility, with 15%; and Dorinco, with 10%.

• Reinsurers on the third layer of $4 million
excess of $1 million include MMRMA, self-in-
suring 50%; Universal Re, with 25%; Home Rein-
surance Co., with 12.5%; and Aneco Reinsurance
Underwriting Ltd. in Bermuda, with 6%.

• Reinsurers on the top layer of $5 million
excess of $5 million include MMRMA, self-in-
suring 50%; Universal Re, with 35%; Home Re,
with 10%; and Associated/International
Insurance Co.-an affiliate of the MMRMA's

broker, Stewart Smith Intermediaries Inc.-
with 2%.

Other reinsurers that confirmed that they are
on the program but declined to discuss details of
their participations are Employers Mutual Ca-
sualty Co. of Des Moines, Iowa, through Russell
Reinsurance Services of Southfield, Mich.; and
Imperial Casualty & Indemnity Co. of Omaha,
Neb., through Camelback Reinsurance Un-
derwriters Inc. of Phoenix, Ariz.

03
Jardines

Although Bermuda-based Universal Re op-
erates rent-a-captive programs, Mr. Waterman
said the reinsurer's participation does not repre-
sent further self-funding of the MMRMA's rein-
surance program.

All business ceded to Universal Re is retro-

ceded to other Universal Re clients, according
to Mr. Waterman, who added that MMRMA does
not in turn assume any risks from the other eli-
ents.

He added that Cove Marine Insurance Co.

Ltd., a Bermuda-based insurer owned by Mr.
Waterman and others, is not a retrocession-
aire of Universal on this business.

Hal Forkush, president of Atlantic Security
Ltd., Universal Re's management company, con-
firmed that the MMRMA business is ceded to

other Universal Re clients.

Mr. Forkush added-and Mr. Waterman con-

firmed-that if a loss reserve is posted exceeding
premium funds available for payments, Cove
Marine could be required to post a letter of
credit as security. •

knowortlw

4

-1 -1 Then your risk service

ordinary, Jardine Emett &needs grow beyond the

Chandler is the broker to know.

Perhaps you already do. Some of
our alter egos include: Risk
Management, Inc., Pinehurst
Management Co. Ltd., Galaher
Settlements, Jardine Claims
Management Inc. and Laverack
& Haines Inc ....all specialists
in innovative approaches to risk
management. Through them
we provide the counseling and
management support needed for
everything from cash flow pro-
grams to establishing captives.
Add in our membership in the
world-wide Jardine Insurance

Brokers Group and it's a mix few
brokers can match, one more
example of the «extra" effort
we put in to meet your needs.

Jardine Emett & Chandler Inc.
The extra effort you're looking for.



66 / business insurance, February 16, 1987

MMRMA
Continued from previous page
2arry no reserves at all, he added.

Mr. McClorey, a partner with
Cummings, McClorey, MMRMA's
Law firm, said that St. Clair Shores
Ls actually carrying a five-figure
reserve for its retention on the

reath claim,

Mr. McClorey added that the re-
serve has been at the five-figure
Level since before last June 30, and
that a June 30, 1986, loss run

;howing the reserve at $5.000 is
nistaken.

"Hopefully that's true, and it's
:aken care of," replied Mr. Mai-
son, adding, though, he had dis-
iussed the case with Cummings,
McClorey attorneys "four or five
times" since June 30 and was never

told of the increase in the reserve.

Loss ratio calculations in the

Beeckman report did not include
the MR([RMA's reserve for IBNR

losses, and the question of IBNR
reserve adequacy is not addressed
in his report.

However, MMRMA's competitors
also question the program's IBNR
reserving practices.

For fiscal 1986, MMRMA in-
creased its IBNR reserves for losses

within members' retentions by
$594,727 or 3.9% of total member
contributions.

Incurred-but-not-reported re-
serve increases amounted to 3.0%

of member contributions in 1985,

and to 1.6% of member contribu-

tions in 1984 and 1983, according
to MMRMA's audited financial
statements.

As of last June 30, MMRMA's
total IBNR reserves amounted to

$850,830, or 3.3% of the $26.1 mil-
lion in total member contributions

collected since 1981, according to
the financial statements.

(These percentages again are
based on total member loss contri-

butions. If ceded reinsurance pre-
miums were deducted from the

total, the IBNR reserve increases

would represent a larger percent-
age of the net member loss contri-
butions.)

"You couldn't get (IBNR) re-
serves on a shoe store that would

be 4%, much less a volatile book of

business like municipalities," said
Michael Ormstead of Burnham &

Flower Group in Kalamazoo,

Michigan Municipal Risk Management Authority
Statements of revenues, expenses and changes in fund balances

for the years ended June 30, 1986 and 1985

Earned loss contributions

Risk management, underwriting and other expenses:

Risk management, underwriting, accounting and legal fees
Board meeting and other expenses net

Total risk management, underwriting and other expenses

Net contributions available for claims and related expenses

Claims and related expenses:

Reported claims-

Claims and legal expenses paid, net of subrogation receipts and portion
covered by reinsurance

Increase in reserves for losses

Increase in reserves for legal expenses

Increase in reserves for incurred-but-not-reported losses

Reinsurance charges
Claims service fees

Total claims and related expenses

Excess (deficiency) of revenues over expenses

Other income:

Interest income

Other

Total other income

Excess (deficiency) of revenues over expenses before transfers

Transfers in (out):
Reinsurance contributions

Stop-loss contributions

Excess of revenues over expenses after transfers

Fund balances, beginning of year

Dividends

Fund balances, end of year

Source: MMAMA

which lost roughly half of its
township accounts to the Michigan
Township Participating Plan, an
MMRMA sister program, Burnham
& Flower is now marketing the
MML program.

The MML program set aside
IBNR reserves of $1.2 million-or
25%-of its member contributions

of $4.9 million in 1985, according
to the pool's financial statement.
For 1986, MML again set aside
about 25% of total member contri-

butions for IBNR claims, Mr. Ber-
rodin said.

Since MMRMA started self-in-

suring portions of its reinsurance
program in fiscal 1986, the pro-
gram's audited financial statement
has shown a $600,000 IBNR reserve
for self-funded reinsurance claims

as of last June 30.

This IBNR reserve amounted to

more than half of the $1.1 million

paid into the reinsurance fund for

fiscal 1986, according to
MMRMA's financial statement.

Mr. Waterman said that

MMRMA's favorable loss experi-
ence is the result of several factors,
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General

fund

$15,057,974

$3,142,229

114,470

$3,256,699

$11,801,275

$1,810,176

1,388,902

447,719

594,727

4,562,309

570,843

$9,374,676

$2,426,599

$853,384

48,812

$902,196

$3,328,795

(912,246)

(928,911)

$1,487,638

1,902,051

(253,560)

$3,136,129

Reinsurance

fund

$203,933

$203,933

$114,248

600,000

$714,248

($510,315)

$53,865

$53,865

($456,450)

912,246

$455,796

$455,796

including members' use of incident
reporting procedures that alert
MMRMA to potential claims; in-
spections and risk management
training that are superior to those
provided by commercial insurers, a

willingness to fight nuisance
claims; and recently enacted tort

reforms in Michigan that limit mu-
nicipal exposures.

Tort reforms signed into law in
July 1986 included a provision
making officers, employees and
volunteers of governmental agen-
cies immune from liability for their

Stop-loss
fund

$540,985

$540,985

($540,985)

$57,865

$57,865

($483,120)

928,911

$445,791

$445,791

1986

Total all funds

$15,261,907

$3,142,229

114,470

$3,256,699

512,005,208

52,465,409

1,388,902

447,719

1,194,727

4.562.309

570,843

$10,629,909

$1,375,299

$965,114

48,812

$1,013.926

$2,389,225

52,389,225

1,902,051

(253,560)

$4,037.716

1985

53,936,694

$930,769

69,616

$1,000,385

$2,936,309

$602,448

333,804

142,443
120.000

1.295,388

148,442

52,642.525

$293,784

$369,314

$369,314

$663,098

5663.098

1,238,953

$1,902,051

ofilcial acts, except where gross
negligence can be shown.

The Michigan tort reform law
also included a provision modi-
fying joint and several liability so
that the portion of a judgment a
defendant municipality must pay is
limited to its percentage of fault
(BI, Aug. 18,1986).

In addition, he said, MMRMA
did not follow commercial insurers

into the price wars that started in
the early 1980s and produced the
disastrous industry loss ratios
against which MMRMA's are now
being compared.

MMRMA set its prices in 1979
and has only increased them since
that time, Mr. Waterman said, not-

ing that the prices seem low now
only because of the enormous in-
creases being demanded by com-
mei cial insurers.

MMRMA's experience so far also
indicates that IBNR reserve calcu-

lations need not necessarily as-
sume extremely long-tail losses, he
added.

"What we have found in govern-
ment risks is that there is no tail,
(or) very little tail," he said. "Four

years will tell us most of what's out
there, Our figures show that IBNR
quits after four years."

Mr. Waterman conceded, how-
ever, that ''it's possible that some-

thing could happen. I might not
know for 15 years.''

While maintaining that
MMRMA's reserve levels are ade-

quate, Mr. Waterman also noted
that the adequacy of reserves is
less crucial for losses within mem-

bers' retentions, since members
must fund any shortfall them-
selves.

''Whether we reserve it or not,

they are still responsible,'' he
pointed out.

The situation is different for the

self-funded portions of the rein-
surance program-where members
cannot be assessed for any short-
fall in the fund balance-and that

is the reason for the higher level of
IBNR reserving, Mr. Waterman
added.

"We are operating more like a
reinsurance company there,'' he
said.

Continued on next page
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Reinsurance restrictions

Another concern raised in Mr.

Beeckman's report involves the
breadth of coverage actually pro-
vided by the MMRMA's c o mmer-

cial reinsurers.

In his report, Mr, Beeckman said
that he was never shown copies
of reinsurance cover notes or other
evidence that reinsurance was in

place as described by MMRMA
representatives.

At a Sept. 2, 1986, meeting at Mr.
Waterman's office, Mr. Beeckman
and Ron Milligan, risk manager for
Washtenaw County, were shown
copies of expired reinsuranee trea-
ties originally negotiated for the
program, according to the report.
Mr. Beeckman had expected to be
shown current treaties or cover

notes, but was told that Mr. Water-
man had inadvertently taken these
on a business trip to Ohio.

Mr. Milligan confirmed the re-
port's account of the meeting.

In a follow-up phone call, Mr.
Waterman said that he could not

 provide information on the current

 reinsurance program without auth o riz ationfrom the MMRM A

board, and that the board was not
convinced that it was in MMRMA's
best interests to provide the infor-
mation, the report says.

In an interview, Mr. Waterman
said that further details of the re-

insurance program were not given
to Mr. Beeckman because the
MMRMA board had ordered him

not to give any information to con-
sultants. He also said that the "ex-

pired" treaties are continuous until
canceled and are still in force.

Finally, Mr. Beeckman was given
a typewritten list of the reinsurers
and their percentage participations
on plain white paper, but only on
condition that he not reveal the in-

formation to anyone, including
Washtenaw County and Ann Arbor
officials, the report says.

Mr. Beeckman also received a
copy of an Oct. 2, 1986, letter to
Mr. Wa terman from Leon a rd T.

Corsentino, senior vp with Stewart
Smith in New York.

The letter stated in part, "This is
to confirm that we have placed on
a reinsurance basis all of the busi-
ness ceded by the captioned au-
thority in respect to the period
commencing July 1, 1986. The cer-
tificate issued by the captioned au-
thority is $10 million."

From another source, which he
would not disclose, Mr. Beeckman
also received a copy of a 1985
Stewart Smith cover note for the
third casualty reinsurance layer·
that contained a clause "excluding

officials liability and allpublic
E&0."

Mr. Beeckman wrote to Mr. Cor-

sentino last October for an expla-
nation of this exclusion.

"The letter provoked an outcry,"
according to the Beeckman report.
MMRMA representatives wanted
to know where he had obtained the
cover note and threatened to pull
their quotes for Washtenaw
County and Ann Arbor, the report
says.

MMRMA representatives and Mr.
Corsentino never confirmed or
denied the contents of the cover

note, according to the report.
Mr. Waterman said that the

quote for Washtenaw County is-
sued in August expired and was
not withdrawn.

Several MMRMA directors, con-
tacted by Business Insurance last
year before the Beeckman report
was issued, said they were un-
aware of any exclusion of E&0
coverage from the reinsurance pro-
grarn.

In a recent interview, however,
Mr. Waterman acknowledged that
one of MMRMA's reinsurers, Home
Re, excludes E&0 risks. Home Re
is the only MMRMA reinsurer to
exclude E&0 risks, according to
Mr. Waterman, who added that the
E&0 exclusion does not exclude
coverage of police professional lia-

1

Mr. Waterman

acknowledged that
one of MMRMA's

reinsurers, Home Re,
excludes E&0 risks.

bility risks.
Home Re currently has a 12.5%

participation on the third casualty
reinsurance layer, and a 10% par-
ticipation on the fourth layer.

Some MMRMA directors now say
they are not worried by the exclu-
sion.

"That's only excess of $1 million,
so that does not bother me," said
Stanley Fayne, an MMRMA direc-
toi· and risk manager for Macomb
County.

Still other reinsurance docu-

ments, how ever, show an a ddi -
tional exclusion about which

Continued on next page
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MMRMA
Continued from previous page
MMRMA directors say they are un-
aware and which Mr. Waterman
contends is not in force.

Business Insurance has obtained
copies of reinsurance cover notes
presented by Stewart Smith during
the most recent renewal for all four
casualty reinsurance layers.

Each of these cover notes con-

tains a sunset clause "excluding
claims reported later than thirty-
six months after expiry on occur-
renee section of account."

Mr. Duncan of Associated/Inter-
national confirmed that the sunset
provision was a part of the fourth-
layer conditions he agreed to and
that its inclusion played a major
role in his decision to participate
on the program.

"It was a critical factor for me,
I'll tell you that," he said.

Mr. Duncan also said that he be-
lieves the sunset provision in the
cover notes initially submitted on

COBRA
IS

WAITING

TO

STRIKE.

Mr. Waterman and Bernard McCIorey
denied any conflict of interest,

Mr. Waterman noting that Cove Marine
was never used as a direct reinsurer

on the programs.

the first three layers was not re-
moved.

"The terms and conditions are

basically Munich Re's, the lead
reinsurer's," he said.

Business Insurance could not
confirm with other reinsurers the
inclusion of the sunset clause in
otherlayers.

MMRMA directors-including
Mr. Buckless and Mr. Deadman,
members of the board's insurance
committee, which oversees reinsur-
ance placements-said in recent
interviews that they knew nothing
about a sunset provision in the
program.

Mr. Waterman said that Munich
Re had requested a sunset clause
at the last renewal and that its in-

clusion is still a subject of nego-
tiation.

"We will certainly resist it," Mr.
Waterman said. "If it means that
I lose the Munich over this, I will
lose the Munich over this."

Mr. Waterman insisted, however,
that no sunset provision has been
added to MMRMA's commercial
reinsurance coverage

"I do not have a sunset clause,"
he said. "I have not agreed to any
modification of the treaties."

A sunset clause may have been

included in the Stewart Smith
cover notes because "that's what
(the reinsurers) wanted," Mr. Wa-
terman said, explaining that the
reinsurers may have signed onto
the program hoping to hammer out
an agreement on a sunset clause at
a later date.

He added, though, that he has
never signed or approved any such
change in the the liability treaties'
terms and that the reinsurers have
never sent him any proposed en-
dorsements to the treaties for his
signature.

"If they wish to send them to me,
we will take it under advisement,"
Mr. Waterman said.

Mr. Duncan noted that the
Stewart Smith cover notes include
a provision that wording of cover-
age conditions is "to be agreed by
underwriters."

Conceivably, he said, Munich Re
could back off of its demand for
the sunset clause, which would
mean that Associated/Interna-
tional and other reinsurers above
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Munich Re would also be without
the clause.

He added, however, that
MMRMA reinsurance proposal was
presented to him with a sunset
clause and that "I was led to be-
lieve that they had just not agreed
to the final wording."

The Stewart Smith cover notes
for all four liability reinsurance
layers also show several other limi-
tations, including:

• A 48-month commutation

clause, which would give rein-
surers the option of seeking com-
mutation of MMRMA losses after
four years.

The clause is marked, "to be
agreed by underwriters" in all four
cover notes.

• Coverage of medical malprac-
tice exposures on a claims-made
basis with a 12-month discovery
period and no retroactive period if
previous coverage was on an oc-
currence basis or if no coverage ex-
isted.

• Coverage of water utilities,
sewer facilities and swimming
pools on a claims-made basis with
a 12-month discovery period.

• The exclusion of coverage for
prisons, punitive damages and pol-
lution exposures.

Mr. Waterman also denied that
the MMRMA treaties include a

commutation clause or any provi-
sion for claims-made coverage of
any risk. He also noted that
MMRMA itself excludes coverage
of prisons and pollution risks.

Along with the scarcity of infor-
mation about reinsurance cover-
age, MMRMA's critics also com-
plain about discrepancies in
MMRMA representatives' descrip-
tions of the the program.

"If you listen to six of their rep-
resentatives explain how the pro-
gram is run. .you get six totally
different answers," said Mr. Orm-
stead of Burnham & Flower.

For example, in an Aug. 20, 1986,
letter to Mr. Beeckman, Donald P.
Althoff, an MMRMA sa lesman,
said that each of the program's
members is responsible for any
portion of a claim that becomes
uncollectible because of the insol-
vency of an MMRMA reinsurer,
"the same as if one of their previ-
ous private sector carriers were to
become insolvent."

In an interview, however, Mr.
Waterman said that such uncol-
lectable losses would not come out
of members' pockets but would be
paid by MMRMA as a whole out of
stop-loss or other internal funds.

Mr. Waterman conceded that

there were some discrepancies in
Mr. Althoffs description of the
program to Mr. Beeckman, adding
"those discrepancies are regretta-
ble. I'm sorry they occurred."

MMRMA competitors also com-
plain that the program's represen-
tatives issue premium quotations-
frequently but not always lower
than the competitors'-without
carefully underwriting the risk.

MMRMA h as quo ted on some
governmental units without asking
for such basic underwriting data as
the number of vehicles operated by
the entity, according to Corroon &
Black's Mr. Larson.

"They have written on price and
price alone, because they can beat
our price any time they want to,"
said Mr. Ormstead. "They don't
ask about losses and they write
anything."

"Wade (Waterman) is taking
everybody around," said Mr.
Beeckman.

Mr, Waterman denies any lack of
selectivity in his underwriting,
saying that the MMRMA declines
to even issue quotes on about 25%
of the risks it reviews because the
exposures are too severe.

He added that the MMRMA is

able to issue quotes quickly in
many cases because the program's
underwriters have been building
underwriting files on various mu-
nicipalities over a period of months
or years, and already have much of
the underwriting data they need. m



Bermuda underwriter acted

as MMRMA ret rocessionaire
By DOUGLAS McLEOD

LIVONIA, Mich.-At various
times since 1984, Bermuda-based
Cove Marine Insurance Co. Ltd.

has acted as a retrocessionaire of

the Michigan Municipal Risk Man-
agement Authority and three of its
sister programs.

According to a list of sharehold-
ers in Bermuda, Cove's sharehold-
ers include:

• Wade Waterman, president of
Governmental Risk Managers Inc.,
the MMRMA's management com-
pany, and Joseph Waterman, Wade
Waterman's brother.

• David Chamberlain, vp with
Governmental Risk Managers.

• Paul Quenneville, a partner
with Quenneville & MeSweeney
P.C. of Southfield, Mich., certified

public accountants for the
MMRMA.

• Owen J. Cummings, Bernard
P. McClorey, Gerald C. Davis and
Ronald G. Acho, partners with the
Livonia law firm of Cummings,
McClorey, Davis & Acho P.C.,

which provides legal services to the
MMRMA.

• W.B. Revenaugh Jr. of Utica,
Mich., and Robert E. Barnes of Li-
vonia, individual investors who are
not connected with MMRMA, ac-

cording to Mr. Waterman.
Each of these individuals holds

119 Cove Marine shares, according
to the share register. Two other
individuals hold three shares

apiece: Leonard T. Corsentino, se-
nior vp of Stewart Smith Interme-
diaries Inc. in New York,
MMRMA's reinsurance broker; and

Daniel L. McClorey, Bernard
McClorey's brother.

Four other Bermuda residents

hold one share apiece, according to
the register.

At various times since July 1,
1984, Cove Marine has served as a
retrocessionaire behind Great

Global Assurance Co. of Scotts-

dale, Ariz., on the MMRMA pro-
gram, the Michigan Road Commis-
sion Risk Management Authority,
the Michigan Township Participat-
ing Plan and the Michigan Com-
munity College Risk Management
Authority, according to Mr. Water-
man.

Great Global was placed in re-
habilitation last year (BI, Aug. 18,
1986).

As of July 1, 1984, Great Global
reinsured the MMRMA and the

road commission program on a

portion of each of three layers of a
property reinsurance program that
provided total limits up to $2 mil-
lion excess of MMRMA members'

retentions, according to reinsur-
ance documents. Great Global also

had a piece of a $5 million excess
aggregate reinsurance agreement
covering property risks.

Starting in April 1985, Great
Global also reinsured the first

$50,000 per occurrence on the
MTPP's liability program, accord-
ing to Mr. Waterman. Also as of
July 1, 1985, Great Global rein-
sured $40,000 excess of $10,000 per
occurrence and $500,000 excess of

$30,000 annual aggregate for the
community college plan's liability

program, he said.
Great Global had initially

planned to retain 100% of the risk
on these programs, according to
Mr. Waterman. However, in July
1985, Great Global was under

pressure from state regulators to
reduce its net premium-to-surplus
ratio, and told the MMRMA that it
wanted to cede 50% of the business

to reduce its retained writings, Mr.
Waterman said.

Great Global later decided that

it wanted to cede 100% of the risk,
he said.

Great Global then ceded the

business retroactively to North
Star Hospital Mutual Insurance
Ltd., a Bermuda-based hospital
group captive managed by Polaris
International Insurance Managers
Ltd., a Great Global affiliate.
North Star also did not want to re-

tain the business, so it was ceded
again to Cove Marine, Mr. Water-
man explained.

The retrocessions to North Star
and then to Cove were retroactive

to July 1, 1984, on the MMRMA
property business, he said.

The retrocessions on MTPP and

college plan business were retroac-
tive to July 1, 1985, according to
Mr. Waterman, who added that on

the MTPP program, a third retro-
cessionaire, Universal Re-Insur-
ance Co. Ltd., was added retroacti-

vely to replace North Star.
"What a tangled web that was,"

Continued on next page
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MMRMA retrocessionaire
Continued from previous page
Mr. Waterman observed.

With the July 1985 property reinsurance renewal, the
MMRMA self-insured some portions of the risks that had
been reinsured by Great Global, and found other reinsurers
to assume the rest, he said, adding that Cove Marine ceased
functioning as a retrocessionaire.

At the July 1, 1986, renewal, MTPP replaced Great Global
-and the retrocessions to North Star, Universal Re and Cove
Marine-with Governmental Casualty Insurance Co., an Ohio
insurer formed last year by Mr. Waterman and others con-
nected with MMRMA to write municipal liability insur-
ance.

The portions of the community college program originally
placed with Great Global were reinsured as of July 1, 1986 by
Universal Re, which continues to cede 100% of the college
risks it writes to Cove, Mr. Waterman said,

In all, about $1.2 million in premiums were ceded to Cove
Marine for MMRMA and the related programs, according to
Mr. Waterman, who said Cove collects $1 in premiums for
each 70 cents in losses paid and refunds excess profits to the
members of the programs.

Excess profits refunds on all the programs have totaled
between $400,000 and $500,000, he said.

Mr. Waterman added that Cove Marine was never intended
to be used as a reinsurer of MMRMA or its sister programs,

Mr. Waterman and Bernard McCIorey
denied any conflict of interest,

Mr. Waterman noting that Cove Marine
was never used as a direct reinsurer

on the programs.

but instead was set up to write association insurance pro-
grams in other states.

Cove was used on the MMRMA programs, he said, only as a
retroactive stop-gap measure, and was replaced by other
reinsurers or by self-insurance as soon as possible.

"When we got backed into it, which was always after the
fact, we took steps to eliminate it, not that I don't think the
risk is good," he said.

However, several MMRMA directors contacted by Business
Insurance said they were unaware of the retrocessions to
Cove Marine.

The MMRMA board had reviewed the possible use of Cove
to replace Fremont Indemnity Co. on portions of the property
insurance program in 1983, but decided against it, according
to Gerald Buckless, an MMRMA director and county repre-
sentative for Livingston County.

"I don't think the board really seriously considered that,"

Yb TA¥

Mr. Buckless said. "Personally, I don't think it would have
looked right if we had used (Cove)."

When informed of the retrocessions, however, Mr. Buckless
said, "I really don't think that they have probably done any-
thing wrong."

Mr. Waterman also said that he "doubted" that the direc-
tors of the MTPP program knew of the retrocessions to
Cove Marine, but that the directors of the community college
program were informed of the retrocessions.

However, two directors of the community college program
said in interviews they weren't familiar with Cove Marine.

"I don't believe they are one of our reinsurers," said Anth-
ony Jarson, vice chancellor for administrative services for
Oakland Community College in Bloomfield Hills, adding that
he would have no way of knowing if Cove were a retroces-
sionaire.

The name Cove Marine "does not sound familiar," said
Timothy Bennett, dean of business affairs and treasurer for
Monroe County Community College in Monroe. "It doesn't
ring a bell."

Mr. Waterman and Bernard McClorey denied any conflict
of interest, Mr. Waterman noting that the Bermuda company
was never used as a direct reinsurer on the programs.

Mr. Corsentino of Stewart Smith also denied any conflict
of interest, explaining that he became a Cove shareholder as
a fayor to the other owners, who for tax reasons wanted to
limit their individual shareholdings to less than 10% of
the reinsurer's outstanding stock. •
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Panel tackles
task of PPO

credentialing
A new credentialing process for

preferred provider organizations
could alleviate employers' confu-
sion in selecting a PPO.

"There's a sense among the pur-
chasing community of what an
HMO is, but there's a lot of confu-
sion over what a PPO is," said
Peter Boland, president of Berk-
eley, Calif.-based Boland Health-
care Consultants.

Mr. Boland also is the chairman
of a new committee of the Ameri-

can Assn. of Preferred Provider

Organizations in Alexandria, Va.
The committee's task is to develop
a voluntary credentialing function
for PPOs.

"Realizing there are many varia-
tions of PPOs, the charge of the
AAPPO is to give the purchaser a
better frarne of reference as to

what you're really getting when
you select a PPO," he said. "And,
this set of standards will set goals
for providers and sponsors of PPO
programs."

The task force will develop eligi-
bility criteria for PPO credential-
ing in categories such as:

• Provider selection.

• Reimbursement systems.
• Benefit design.
• Range and access to preferred

providers and services.
• Utilization review protocols.
• Quality assurance guidelines.
• Case management and dis-

charge planning.
• Reporting systems for pur-

chasers, or employers.
• Provider reporting systems.
• Management.
0 Financial solvency.
0 Employee/patient education

systems.
"While a line can be drawn to the

early HMOs and the federal HMO
law and federal qualification of
HMOs, the credentialing is an
AAPPO stamp of approval. This is
not regulatory," Mr. Boland said.

The task force includes represen-
tatives from PPOs, hospitals, in-
surers, employers and management
consultants, Mr. Boland said.

The AAPPO plans to have the
credentialing function available to
its member PPOs by late spring, he
said.

The credentialing function "at
least provides uniformity of the
definition of PPOs," said Laird
Miller, chief executive officer of
Minneapolis-based health care
consultant Health Systems Man-
agement Inc., and a member of the
AAPPO committee.

"There are very few employers or
purchasers that will be able to
evaluate a PPO on their own, so
there is a need for standards that

we can rely on," Mr. Miller said. m
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St. Paul establishing unit in London
By CAROLYN ALDRED while practicing a stunt for the pounds ($71 9 million) in 1985,

and STACY SHAPIRO london "Noel Edmonds Late, Late Break- were earned from operating reve-
fast Show," an entertainment pro- nues of 159 2 million pounds ($242

LONDON-The St Paul Cos gram that had been broadcast live million), up 16 3% from 136 9 mil-
Inc is establishing its first inde- "There is a substantial improve- every five shares they own, in an on Saturday evenings throughout lion pounds ($208 million) in 1985
pendent non-U S underwriting ment in the quality of the way we attempt to raise an additional 2 Britain
operation in London do business," he said million pounds ($3 04 million) The program has since been can- Comings & goings

Last week, the St Paul, Minn - Through this stock sale and the celed (BI, Dec 1,1986)
based insurance holding company PCW settlement Bell stock purchase, Dewey War- A spokesman for the BBC said Paul Dawson appointed manag-

assumed total underwriting con- ren plans to Increase its Capital the television network made a ing director of Jardine Credit In-
trol of The St Paul Fire & Marine Lloyd's of London hopes to an- base by 5 million pounds ($7 6 mil- compensation offer to Mr Lush's surance Ltd, a unit of Jardine In-
Insurance Co (U K ) Ltd nounce a settlement "within lion) family on the day of the verdict, surance Brokers Group Mr

St Paul (U K ) will write predo- weeks" with the members of syndi- Dewey Warren stock was selling and the offer was accepted The Dawson was formerly with Credit
minantly non-marine reinsurance, cates formerly managed by PCW last week for 87 pence ($1 32) per spokesman refused to disclose the Management Consultants, which
of which 60% will be derived from Underwriting Agencies Ltd , ac- share amount of the settlement, saying it manages credit insurance business

U S risks, said James P White, cording to Lloyd's Chief Executive In the wake of the Bell purchase, "is confidential between the cor- for Stewart Wrightson PLC
chairman and chief executive of Alan Lord Dewey Warren Chairman P poration and the relatives of Mr Sedgwick Group PLC ap-

the London company and senior vp Mr Lord said settlement talks Brenan and Director C J Baker Lush " pointed Rob White-Cooper as a

of the corporate reinsurance divi- "were making progress and the will resign and Bell will appoint a However, sources say the BBC director of the company Mr

sion of St Paul Fire & Marine In- matter was now in the hands of the new chairman, an executive direc- paid 100,000 pounds ($152,000) in White-Cooper is chairman o f
surance Co lawyers " tor and two additional non-execu- compensation Sedgwick U K Ltd , the subsidiary

The London operation iS headed The final details of a settlement tive directors Both Mr Leslie and the BBC's responsible for providing insur-

by chief underwriter Christopher currently are being negotiated be- Dewey Warren has been looking broker, Sedgwick Group PLC, ance brokerage and risk manage-
Bone tween lawyers for the parties in- for a strong majority shareholder refused to comment on the BBC's ment services within the United

The company actually has ex- volved in the PCW affair, and because lt of poor results and an general liability Insurance cover- Kingdom
isted for six years-until 1985 Lloyd's expects to make an offer to exodus of key managers, according age, but sources in the London The British Insurance Brokers
under the name of Mercury Rein- PCW members soon, he said to the broker's financial adviser, market estimate that the BBC has 5 Assn ,aUK trade association, ap-
surance Co (U K) Ltd -under the PCW members have refused to Phillips & Drew Corporate Fi- million to 10 million pounds ($7 6 pointed Gordon Polson secretary
management of English & Ameri- pay underwriting losses totaling nance million to $15 2 million) in cover- and director of administration Mr

can PLC But St Paul now will 235 million pounds ($357 2 million) age Polson will be assisted by Peter

assume direct control of the under- and are threatening to file lawsuits Hogg subsidiary
writing operation, while E&A will against Lloyd's, Minet Holdings

Mr Leslie admitted last Decem- Atkinson as deputy secretary
ber that the BBC's insurers had ex- David Hough, secretary of the

continue to be involved in the man- PLC -PCW's parent-and 36 Lloyd's of London broker Hogg pressed concern about the stunts Lloyd's Insurance Brokers Com-
agement, secretarial and account- other defendants if a settlement lS Robinson Group PLC lS fur- performed by members of the pub- mittee, has also been named direc-
ing functions of St Paul (U K ) not reached (BI, Nov 17, 1986) thering its U S expansion by lic on the "Late, Late Breakfast tor of London Market Interna-

Net premium volume for St Paul Lloyd's is anxious to reach a so- forming a New York-based rein- Show " tional, a subcommittee of BIBA

(U K ) in 1986 totaled 26 million lution before June 30-one year to surance intermediary Geraldine Wright joined the

pounds ($39 5 million at year-end the day that Lloyd's set aside 235 The intermediary, HRG Interme- Bowring results Lloyd's insurance Brokers Com-

exchange rates) million pounds from its Central diaries Inc, was formed through mittee as deputy secretary of

The company has a capital base Fund to allow members of former the acquisition of New York-based Lloyd's of London broker C T LIBC

of 10 million pounds ($148 mil- PCW syndicates to pass Lloyd's John Gilbert Intermediaries Inc , a Bowring & Co Ltd, a subsidiary of Peter Robinson appointed
lion) solvency tests privately held firm, from its pres- Marsh & MeLennan Cos Inc, has managing director of Glanvill

The St Paul Cos considers Lon- If a settlement iS not reached by 1dent and chief executive, John reported a 17 5% increase in pretax Enthoven North America Ltd in
don and New York to be the two June 30, this money either will be Gilbert profits for 1986 to 55 6 million London Previously, Mr Robinson
world centers for reinsurance, returned to the Central Fund or There was no exchange of cash, pounds ($84 5 million) was with Jardine Emett & Chan-

which lS why the group chose Lon- will be reallocated but under terms of the agreement The profits, up from 47 3 million dler Inc in San Francisco
don for ltS first international of- Meanwhile, the cost of imple- Mr Gilbert will be chief executive
flee, Mr White said menting the 70 recommendations of HRG, with a set salary and bon-

"This is a commitment by St made by the Neill report, a govern- uses based on the profitability of
Paul Cos to have a firm position in ment inquiry into self-regulation the new company, according to
the London marketplace," Robert at Lloyd's, may cost the Corp of John Beer, managing director of I'M IN CHAGE®
J Haugh, chairman of the holding Lloyd's 2 million pounds ($3 mil- Hogg Robinson Group's non-ma-
company "It rounds out our entire lion) annually, according to Mr rine treaty reinsurance division An Employee Benelit
portfolio, giving us the ability to Lord Most of John Gilbert Interme-

see (reinsurance) business through Already, Lloyd's expects to diaries' staff and existing business
all the different windows " spend about 12 million pounds also will be transferred to HRG In- That Paysor-lIt-sel£:

St Paul Cos owns 26% of ($18 2 million) in operating costs termediaries, Mr Beer said
Lloyd's broker Minet Holdings during 1987, Mr Lord added "The capitalization and financial With I'M IN CHARGE®, you can help your employees
P L C and 25% of another London base of the new company has not become better health care consumers in just one hour
insurer, St Kathryn Insurance Co Dewey Warren been formalized yet, although we
P L C Both of these holdings are expect brokerage" revenues of And better employee health care consumers can save
considered strictly investments, William E Thompson, president about $1 million in the first year of your company money by avoiding unneeded - and
said Douglas W Leatherdale, exec- of Landmark National Corp of operation," said Mr Beer often expensive - treatment
utive vp of St Paul Cos Oklahoma City, is no longer the The company will concentrate

Even though Minet still faces po- single largest shareholder of mainly on placing reinsurance for Why not Join the more than 400 organizations that
tential lawsuits from the troubles Lloyd's of London broker Dewey U S insurers through contacts es- are using I'M IN CHARGE® to help control medical
of its ex-subsidiary, PCW Under- Warren & Co Ltd tablished by John Gilbert and Re-

writing Agencies Ltd, Mr Leath- Mr Thompson's 14 6% interest in public Hogg Robinson Inc, Hogg
plan cbsts,

erdale said "We are very comfort- Dewey Warren, purchased late last Robinson's U S retail brokerage I'M IN CHARGE® includes an award-winning film,
able with our investment in Minet month, has been topped by Bell subsidiary starring Gregory Harrison of"Trapper John, M D ," that
We have no plans to increase or Group International Ltd, which lS "U S treaty reinsurance is too

decrease it Minet's financial re- owned by Australian businessman big a market for us to ignore, and it teaches viewers how to get more involved in their own
sults have been highly grati- Robert Holmes a Court was an area we felt we had neg- medical treatment, guided group discussions and take-
fying- which lS a tribute to its man- On Feb 9, Bell acquired 42% of lected until now," said Mr Beer home materials that reinforce the I'M IN CHARGE®
agement team " Dewey Warren by purchasing 5 Last month, the Hogg Robinosn message The self-contained I'M IN CHARGE® program

St Paul (U K ) is a natural million shares for 3 million pounds also bought Michigan-based Globe
progression from the sale of St ($4 6 million) Bell already held Agency Inc , a retail insurance is easy to administer - your own staff can do it
Paul Cos ' stake in AFIA to CIGNA 191,000 shares of the Lloyd's bro- agency, for $7 million It was the
Corp m Philadelphia, Mr Haugh ker

Priced at $985 for a start-up kit, I'M IN CHARGE® can
company's fifth U S acquisition in pay for itself when Just one unnecessary surgical proce-

said "AFIA was a means to get in- Under London Stock Exchange 15 months (BI, Feb 2)
volved in international busi- rules, Bell normally would have dure is prevented Better still, it can help you realize
ness (But) we have no intention had to at least offer to buy all of BBC settlement significant savings from shorter hospital stays, greater
at the moment to be everywhere in the shares of Dewey Warren once it
the world as we did in the passive acquired more than 30% of the The British Broadcasting Corp use of pre-certification programs and reduced claims
presence with AFIA " company is not filing a claim under its gen- against your medical plan

Mr Haugh said St Paul Cos However, the exchange's Panel eral liability insurance policy for
plans to open other foreign on Takeovers and Mergers has compensation the BBC paid to the

Developed by Towers, Perrin, Forster & Crosby,
branches, but he does not know agreed to waive this requirement if family of a man killed while re- an international consulting firm serving 90% of the
where yet There are no current Dewey Warren shareholders ap- hearsing a stunt scheduled for a Formne 100 companies, I'M IN CHARGE® ts available on
plans to write direct U K business, prove the purchase live television broadcast a 30-day trial basis
he said Shareholders are expected to Graham Leslie, insurance man-

St Paul Cos also reported 1986 vote by the end of this month ager for the BBC,- said that no Call today to order or for more information:
operating income of $154 million, Bell is a British-based company claim would be filed with the com-
up from $42 million in 1985 and an engaged in theater ownership, pany's insurers because the BBC 1-212-309-3400
operating loss of $195 million in property, film and television pro- wished to keep the matter private
1984, said Mr Leatherdale Writ- duction and distribution, with a However, he said the incident
ten premiums rose 14 5% to $2 6 net worth in excess of 200 million "would be covered under the com-
billion from $2 2 billion m 1985 pounds ($304 million) pany's general liability coverage" TPIW

The group's improved perfor- Although it owns no other insur- if the BBC had decided to file a
mance is due to the substantial ance broker, Bell owns U K -based claim Or write rM IN CHARGE®

changes St Paul Cos has made in Bryanston Insurance Co Ltd An official coroner's inquest last Towers, Perrin, Forster & Crosby
its commercial insurance division Dewey Warren also is offering ltS month returned a verdict of acci- 245 Park Avenue

and rate hikes in its surplus lines shareholders the chance to pur- dental death in the death of Mi- New York, N Y 10167

division, according to Mr Haugh chase four new shares of stock for chael Lush, who fell last November
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Health care legislation
Continued from page 1
out-of-pocket expenses for covered services
would not exceed about $1,500.

In the Senate, Finance Committee Chair-
man Lloyd Bentsen, D-Texas, is developing
his own proposal, while a packet of Republi-
cans-including Sens. David Durenberger,
R-Minn., and Robert Dole, R-Kan.-are
working on a so-called Republican alterna-
tive.

In addition, President Reagan last week
announced that he will propose legislation
that would place a $2,000 annual limit on a
beneficiary's out-of-pocket costs for Medi-
care-covered services.

This limit was first recommended in a re-
port issued in November by Health and
Human Services Secretary Otis Bowen (BI,
Dec. 1, 1986).

In part, this surge of congressional interest
in enacting catastrophic health care legisla-
tion is fueled by political reasons.

"Expanding Medicare is an easy target for
the Democrats to make their mark" now that
they control both the Senate and House, ob-
serves James Weil, a vp with Metropolitan
Life Insurance Co. in New York.

"Here is an opportunity to do something
positive for older people who wield consider-
able political clout," added Frank McArdle,
educational director of the Employee Benefit
Research Institute, a Washington-based ben-
efits think tank.

Congressional interest in expanding the
Medicare program also has increased be-
cause of growing concern over whether
Medicare-after years of cutbacks-really
protects the elderly from big health care
bills.

"Old folks are scared out of their wits
about health care costs," said Stuart J.
Brahs, executive director of the Assn. of
the Private Pension & Welfare Plans in
Washington.

There is good reason for that concern.
Congressionally approved increases in Medi-
care deductibles and coinsurance require-
ments have boosted what retirees must pay
out of pocket for lengthy hospital stays.

For example, the maximum out-of-pocket

expense a beneficiary must pay for basic
hospital expenses during a 120-day hospital
stay is now $12,220, compared with a maxi-
mum of $2,914 in 1977.

"We have almost accepted the fact that
Medicare will be expanded," said Edward
J. Davey, a vp with Johnson & Higgins in
New York.

While the final shape of a catastrophic
health care bill for Medicare beneficiaries is

far from certain, it is clear that employers
have a big stake in the debate's outcome.

On the positive side, if Medicare were ex-
panded, it could take some financial
pressure off employer-provided supplemen-
tal Medicare plans, experts say. Many em-
ployer-sponsored retiree health care plans
are integrated with Medicare so that the em-
ployer plan picks up some of the costs that
Medicare does not pay.

-To the extent Medicare picks up cata-
strophic expenses that might otherwise been
paid by the employer plan, there could be a
savings to employer plans," said William J.
Arnone, a benefit consultant with Buck Con-
sultants Inc. in Los Angeles.

But, catastrophic health care legislation
for the elderly may be a precursor to other
health care actions by Congress, some of
which would hurt employers.

For example, Senate Labor and Human
Resources Committee Chairman Edward
Kennedy, D-Mass., is preparing legislation
that would require every ennployer to pro-
vide a health insurance plan (BI, Feb. 9).

The Kennedy proposal, likely to be intro-
duced within the next few weeks, would set
minimum federal standards for employer-
provided plans, including a $2,000 annual
limit on out-of-pocket expenses for covered
services. Under a current outline of the pro-
posal now being circulated, a beneficiary's
share of the premium could not exceed 20%.

Small employers would be able to buy cov-
erage from special pools in their geographic
areas. Pool coverage would be underwritten
by insurers that win government contracts
after competitive bidding.

While enactment of the Kennedy proposal
in the near future is not considered likely,
passage of an expanded Medicare program
would give a boost to proposals to expand

health care coverage for active employees,
observers say.

There is also concern on whether employ-
ers may have to pick up some of the costs of
an expanded Medicare program.

For example, under the Bowen proposal,
the cost of capping Medicare-covered ser-
vices at $2,000 a year would mean a $4.92
increase in the monthly premium that bene-
ficiaries pay under Medicare Part B, which
covers physician services. The current Part B
monthly premium is $ 17.90.

But experts, noting that the government
has consistently underestimated the cost of
Medicare through much of the federal pro-
gram's 22-year history, question if the $4.92
hike really would cover the costs of expand-
ing the Medicare program.

"I would view with some skepticism
whether $4.92 is adequate," said Mr. Arnone.
So far, HHS has not provided documentation
on assumptions it used in coming up with the
$4.92 figure.

If the proposed increase does not cover ex-
panded Medicare costs or if Congress refuses
to raise the premium in future years to pay
for increased costs, some fear that employers
would be forced to make up the difference.

"There would be a great reluctance on the
part of Congress to raise the premium in fu-
ture years to meet the increased costs of ex-
panded catastrophic coverage. Instead, Con-
gress would be likely to require employers to
pay the additional cost," said James Klein,
manager of pensions and employee benefits
at the U.S. Chamber of Commerce in Wash-
ington.

There also are concerns that some of the

new proposals to expand Medicare could ul-
timately lead to taxing employer-provided
health care benefits.

For example, the Stark-Gradison proposal
would pay for an expanded Medicare pro-
gram by taxing beneficiaries on a portion of
the actuarial value of the Medicare benefits
they receive. However, under this approach,
many beneficiaries still would not be taxed
because their taxable income-even by
counting the value of the Medicare package
as income-still would not put them over the
threshold that triggers the payment of fed-
eral income taxes.

This financing structure is fairer than the
Bowen approach, since the elderly poor
might not be able to afford the $4.92
monthly premium increase, said Rep. Stark.

"If we go that (the Bowen) way, we risk
denying coverage to those who need it the
most," Rep. Stark recently said before a
meeting of the American Hospital Assn. in
Washington.

But others say that if the elderly are taxed
on their Medicare benefits, it could lead to
new congressional attempts to tax employees
on employer-provided health care coverage.

"I can already hear the argument. If re-
tirees are taxed on their benefits, then em-
ployees should be taxed on their benefits,
too," said James Dorsch, Washington coun-
sel for the Health Insurance Assn. of
America, an industry trade group.

There are some encouraging developments
for employers in Congress' drive to expand
health care coverage.

Sen. Kennedy-who observers say for-
merly paid scant attention to the views of
business groups-has made a point of having
his staffers meet with employer organiza-
tions to obtain their input in drafting his
health care proposal.

In addition, there appears to be greater
congressional recognition that a proposal-
narrowly defeated during the last session-
requiring states to establish employer-subsi-
dized pools to provide coverage for high-risk
uninsured individuals needs redrafting.
Under that proposal, if premiums paid by
participants to cover expenses were insuffi-
cient-as would have been almost certain-
employers would have been assessed to make
up the difference.

Employers argued that the pool concept
was unfair to companies that already offer
health care coverage to employees. In effect,
those companies would pay for health care
twice-once for their own employees and
once for those receiving coverage from the
Pools.

Those complaints are being heard in Con-
gress. For example, Rep. Stark, while not yet
dropping the pool concept, recognizes that
the proposal "has to go back to the drawing
board," said William Vaughan, an adminis-
trative assistant to Rep. Stark. I
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around the states

Dramshop reform bill
vetoed by N.J. governor

TRENTON, N.J.-In condition-
ally vetoing a bill designed to pro-
tect tavern owners from lawsuits

stemming from drunken patrons'
actions, New Jersey Gov. Thomas
H. Kean said he felt the measure

would go too far in protecting tav-
ern owners.

Gov. Kean called for a "more

comprehensive and balanced ap-
proach."

Under the vetoed bill's provi-
sions, passengers injured while in
the cars of drunken drivers would

not have been permitted to file
lawsuits against the tavern where

the drivers were served, explained
a spokesman for the New Jersey
Insurance Department.

However, under the vetoed bill,
tavern owners still could have been

sued if they served visibly intoxi-

cated patrons who then injured
third parties, the spokesman said.

"I advocate the enactment of

reasonable modifications to our

civil justice system rather than the
total elimination of certain injured
parties' rights to institute a civil
action" when a tavern owner vio-

lates state regulations by serving
visibly intoxicated adults, the gov-
ernor said through a spokesman.

The spokesman said Gov. Kean
felt the bill did not provide a de-
finitive statement about "to whom

and under what circumstances" a

liquor license holder could be li-

able. The spokesman also noted
that despite Gov. Kean's opposi-
tion to the bill, the governor still
opposes the concept of joint and
several liability in liquor liability
cases, believing a defendant should

be obliged to pay only an amount
commensurate with his liability.

Municipality liable
ROBBINS, Ill.-In a ruling that

has drained the bank accounts of

Robbins, Ill., a federal court says
the municipality-not two former
officials-is liable for $575,000 in

damages stemming from a suit
filed by a discharged police officer.

Robbins' bank accounts, seized
late last month under order of the

7th U.S. Circuit Court of Appeals

in Chicago, do not cover the
amount of the award, and the

southwest Chicago suburb of about
8,000 residents was uninsured for

the loss. As a result, municipal em-
ployees were laid off because the

village no longer could afford to
pay their wages.

In the case, Samuel Coleman, a
former Robbins police officer, al-
leged his civil rights had been vio-
lated when he was fired after re-

porting to the village board about
municipal corruption.

A lower court in 1984 found that

former Mayor Marion Smith and
former Police Chief Gordon Frier-

son were liable for the award.

However, both former officials ap-
pealed the original ruling, claiming

they were acting in their official
capacities. The appellate court
ruled the village was liable for the
award.

Still unresolved is whether Mr.

Smith and Mr. Frierson could be

forced to pay part of the judgment
themselves, if the village is unable
to pay it all.

Robbins already has paid about
$140,000 in other expenses, includ-
ing Mr. Coleman's lost wages and
his attorney's fees.

The village could recover some of
its losses in the case if it is suc-

cessful in its plans to sue Aldus
Mitchell, its former attorney.

However, Mr. Smith and Mr.
Frierson now are seeking at least
$2 million in damages in a joint

suit filed against the village, Mr.
Mitchell and his previous law part-
ners, according to Hal Kessler, an
attorney with Kessler & Ex in Chi-
cago, who represents Mr. Frierson.

The suit names the village for
allowing Mr. Mitchell to represent
the pair and Mr. Mitchell for pro-
viding inadequate representation,
according to Mark Sterk, an attor-
ney with Odelson & Sterk, which
began representing the village in
1985.

Despite the layoffs, some munic-
ipal employees were at their jobs
last week, although they may never
be paid for the time worked. •
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Outhwaite
Continued from page 2
Hughman Ltd. estimate that the
refusal to pay clainns on asbestos
losses may cost the syndicates 6.8
million pounds ($10.8 million) out
of a total of 45.5 million pounds
($69.2 million) in asbestos claims.

As a result, Stewart & Hughman
has postponed its plan to go public
this spring.

"It was a very material fact that
had a distinct bearing on our offer
for sale, and we felt we could not
proceed with the (offering)," said
Peter Stilwell, a director of
Stewart & Hughman.

Also, syndicates managed by
Philip N. Christie & Co. Ltd. have
filed a lawsuit in British High
Court alleging that the Outhwaite
syndicates owe them at least
$627,094 on a $5 million runoff re-
insurance policy with an $800,000
deductible.

Other syndicates-including
those managed by Anton Under-
writing Agencies Ltd.-also are
worried the Outhwaite syndicates
will not pay asbestos losses.

In anticipation of an increasing
number of asbestos claims coming
into the market, the Council of
Lloyd's is monitoring the disputes
with the Outhwaite syndicates and
is "gathering information with a
view to resolving the situation,"
said a Lloyd's spokesman.

Sources speculate that at the
time the Outhwaite syndicates
wrote the runoff policies, the syn-
dicates-and perhaps even the en-
tire Lloyd's market-may have un-
derestimated the size of potential
asbestos claims and how quickly
they could be settled.

For example, one Lloyd's source
who requested anonymity said that
the Outhwaite syndicates agreed to
pay runoff claims for one syndicate
once its claims reached nearly four

times the amount of claims re-

ported in 1981-the year the runoff
reinsurance covering years prior to
1978 was placed with the Outh-
waite syndicates.

However, the claims are now ex-
pected to be six times greater than
they were in 1981, said the source.

In addition, marine syndicate
418, managed by Merrett Under-
writing Agency Management Ltd.,
said in 1985 it was caught off
guard by the severity of asbestos
losses.

The syndicate reported an un-
derwriting loss of up to 17 million
pounds ($21.8 million) for the 1982
underwriting year, which closed in
1985. Merrett attributed that loss
to runoff reinsurance it wrote for

insurance companies and other
Lloyd's syndicates prior to 1976.

It was the first time Lloyd's lar-
gest marine syndicate reported an
underwriting loss in 25 years (BI,
April 22, 1985).

"The claims deterioration is phe-
nomenal," said one Lloyd's source.
"Some in the market support the
view that the claims facility caught
him (Mr. Outhwaite) out."

The Outhwaite agency first re-
ported in 1985 that losses on runoff
polices might be severe for the
1982 underwriting year.

According to the Outhwaite
agency's 1985 report for the 1982
underwriting year, Outhwaite syn-
dicates faced at least 127.1 mil-

lion pounds ($193.2 million at cur-
rent exchange rates) in outstand-
ing losses from runoff reinsurance
policies. Including other losses and
incurred-but-not-reported losses,
the syndicates reported total losses
of 201 million pounds ($305.5 mil-
lion).

According to the report, how-
ever, reinsurance purchased by the
Outhwaite syndicates is expected
to cover 125 million pounds ($190
million) of the outstanding as-

bestos runoff policy losses.
This "series of special reinsur-

ance policies"-which are what are
known as "time and distance" po-
licies-pay out lump-sum amounts
on specified dates ending in 2006.

The actual amount this reinsur-

ance will pay, however, is based on
the amount of claims estimated in

the original insurance policies that
were ceded to the runoff reinsur-

ance contracts, not the ultimate
claims eventually received by the
Outhwaite syndicates.

In addition, while claims are now
being presented to the Outhwaite
syndicates, much of the reinsur-
ance proceeds will not be collected
until years from now.

Outhwaite has reserved for the

remaining 75.9 million pounds of
losses for the 1982 accounting year,
the report said.

Because of the severity of the
losses, Mr. Outhwaite has kept the
1982 underwriting year open so
that any losses under these con-
tracts will be paid from the 1982
account.

"We remain confident that the

reserves together with our reinsur-
ance are adequate to cover liabili-
ties," said Outhwaite Chairman
Maurice Hussey in the report.

Mr. Outhwaite says he has re-
fused to pay some asbestos losses
incurred by syndicates managed by
three underwriting agencies be-
cause they stemmed from long-tail
liability insurance policies not
taken into account at the time the

runoff reinsurance was placed by
the syndicates.

"As a result of the inquiries
made during the last 18 months, we
are obliged to question the basis on
which certain of these policies
were placed," said Mr. Hussey in
the letter to members.

The policies are few in number,
but "the sums involved are con-

siderable and may attract public-
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ity," said Mr. Hussey.
Although the Stewart & Hugh-

man agency would not give details
of its accounts and how the Outh-

waite syndicates' refusal to pay
claims affects its syndicates, mem-
bers of these syndicates deter-
mined from a letter to them from

the agency's chairman, Brian
Stewart, that the Outhwaite syndi-
cates' refusal to pay claims may
cost the syndicates 6.8 million
pounds ($10.3 million).

In the Jan. 21 letter, Mr. Stewart
said that there was "uncertainty"
of payment on runoff policies co-
vering all of the liabilities of ma-
rine syndicate 17/16/18 and non-
marine syndicate 15.

Mr. Stilwell confirmed that the !

disputed policies had been placed
i

with the Outhwaite syndicates.
One runoff policy for syndicate

17/16/18 was placed in the autumn
of 1981 by Lloyd's broker Win-
chester Bowring Ltd. At least one 
claim was made under the policy in
December 1986, but the Outhwaite
agency asked for "details. . . sup-
plied when quotations for the pol- i
icy were obtained."

"This naturally must raise in our i
minds some doubts as to the inten-

tions of the underwriter regarding ,
not only this claim, but also future
claims and their collectibility,"
said Mr. Stewart.

If claims are not paid, syndicate ;
17/16/18 will just "break even" in 
1984, Mr. Stewart said in the let- 1
ter.

For the year 1984, syndicate 17/ 1
16/18 had a premium income ca- '
pacity of 28.9 million pounds
($43.9 million). Members of the
syndicate say the syndicate was
expected to write 80% of its pre- {
mium income capacity, or 23.lmil- i
lion pounds ($35.1 million), and i
make an 8% profit, or 1.8 million
pounds ($2.7 million), before Mr.
Outhwaite questioned the runoff
reinsurance.

However, if the syndicate only I
breaks even, as Mr. Stewart ex-pects, it will cost the syndicate the 
1.8 million pounds in expected
profits, according to the members. 1

The Outhwaite syndicates' re-
fusal to pay claims could also af- 1
feet non-marine syndicate 15,
managed by Stewart & Hughman.

Syndicate 15 had purchased two
layers of runoff reinsurance. The
first layer is written by an un-
named insurer, which has paid
claims "as and when requested,"
said Mr. Stewart. The second layer,
however, has no aggregate limit
and is written by the Outhwaite
syndicates, said Mr. Stewart, who
fears Mr. Outhwaite will not pay
potential clainns because he is re-
fusing to pay claims on the other
syndicates' coverage.

Mr. Stewart said that if Mr.

Outhwaite refuses to pay the
claims, then "a substantial loss
would be incurred, which we esti-
mate could amount to 40% of pre-
mium limit allocations."

Members of Stewart & Hughman
syndicates say that syndicate 15
had a premium income limit in
1984 of 20.9 million pounds ($31.8
million). The syndicate was ex-
pected to write 80% of its premium
income limit, or 16.7 million
pounds ($25.4 million), and pro-
duce a 10%, or 1.7 million-pound,
loss before the dispute with the
Outhwaite syndicates.

But if syndicate 15 suffers a 40%
loss, as expected, it will cost the
syndicate a total of 6.8 million
pounds ($10.3 million), or 5 million
pounds ($7.6 million) more than
anticipated.

Despite the possibility that the
Outhwaite syndicates may even-
tually pay the claims, Mr. Stewart
told Stewart & Hughman syndi-
cate members that "as a result of

this uncertainty, the 1984 under-
writing accounts of both syndi-
cates (15 and 17/16/18) would have
to be kept open so that any subse-
quent recoveries would be credited
to the names who have borne the
losses." •
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At a time when

rising health care costs
are a growing concern among

executives responsible for employee
benefits, there is a newsmagazine that monitors

vital cost savings and control systems for them.
Business Insurance has been covering the health beat for more

than nineteen years, bringing its more than 134,000* readers weekly
information on what is available to them to keep tight controls over health care

utilization and expenditures.

81 has been and continues to be, on the forefront of bringing its readers information on trends and
innovative techniques and systems in employee benefits, risk management and group insurance.
So, when management is concerned about the rising cost of benefits (now estimated at 35.2% of payroll**)
Business Insurance is there to help.
As both readers and advertisers have learned, we never miss a beat.

*includes pass-along
**U.S. Chamber of Commerce
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RATES AND CLOSING TIME:

Rates: Display clas*fied is $86 25 per column inch, minimum of one inch. Straight class*d is Closing: Published every Monday. Copy must be in typewritten form by noon Tuesday, 6
$7.00 per line. minimum of 5 lines. Count 34 characters per line (include each space and days preceding publuhing date. No verbal phone copy accepted. Prepayment required
punctuation as a character) Additiond $13.00 charge for blind box ads. Onty those responses for straight advertisements. Mail ads to Margaret Hikido, Classified Adventsmg, 740 N.
whichfit into a business size envelope will befowarded. Responses arefowar(led daily Rush St., Chicago, IL. 60611. For more information call 312-649-5340

HELP WANTED HELP WANTED

LOWEST COST, LONG DISTANCE
HARVARD AIMES GROUP SR SERVICE REPRESENTATIVE

GROUP MARKETERS
TELEPHONE SERVICE

Executive Search National Group Life and Health In-
surance Organization seeks expe- A specialty market, A-Excel-COMMERCIAL IN-HOUSE GROUP INSURANCE SALES Monthly RENEWALS Risk Management, Benefits and

MARKETING SPECIALIST I'm looking for a personality type - a Good COMMISSIONS Insurance Professionals nenced large case service profes- lent rated company, Insurance
wanted Excellent salary + bonuses, type A personality with something sional to provide a full range of carrier is looking for mar-with medium-size Texas insurance extra If you*re hyperactive, an overa- National 800-874-1114 ext 81218 6 Holcomb St PO Box 16006
agency in Dallas/Fort Worth area Na- chiever, a success-oriented professional Florida 800-327-3006 ext 8121B West Haven, CT 06516 support to policyholders Need keters to sell their group
tional brokerage background essential and won'l be satisfied until you make

(203) 933-1976 3 + years' experience in the em- products to religious and reli-and strong casualty background impor- at least $100,000 a year, I have an out-
tam Some experience in property nec- standing opportunity that I want to ployee benefits industry with glous affiliated organizationsessary Good track record and refer- discuss with you Call Dave Baker at
ences a must Equity possible Must live (312) 246-4906, 1-800-232-4343 FOR SALE strong organizational and interper- Products include Medical,

sonal skills Competitive salaryin Dallas/Fort Worth area Strong op- MGA LICENSE Life, LTD, Dental and Vision
portunity, financially sound organiza-
lion for aggressive person Call Bill Texas Grandfathered B.1. and benefits Send resume and

Carrier provides outstanding
Meadows at the Wm Rigg Co , 817 salary requirements to
335-4444 License For Sale CLASSIFIEDS S Coley

service to our customers and

Reply to Mass. Mutual producers Reply to Box
P Schatz WORKS! 405 Lexington Avenue, 44:h Ar 2234, Business Insurance, 740

CAROLYN DAVIS P 0 Box 1663
NYC 10174 Rush St, Chicago, IL 60611

Evanston, IL 60204
BENEFITS AND RISK MANAGER

Positton responsible for administern ASSOCIATES, INC·risk management, insurance, workers "ABILITY IS NOTHINGcompensation, benefits and retirement ACCOUNT EXECUTIVE
programs of large ma}or university re- Industrial commercial properly casualty In- WITHOUT OPPORTUNITY SAFETY GROUP
quiring knowledge of research univer- Staffing Consultants to surer seeks experienced Account Execu ADMINISTRATORsity business operations and experience lives to handle FORTUNE 1000 NATIONAL Currently there are a number of out- RISK MANAGERin some 07 all of areas mentioned the Insurance Industry ACCOUNTS in the Boston NY, Phill standmgloboppostunitles for P/Cin- Large Northern California Workers'above Must have managerial experi

Cleveland Chicago, Atlanta LA, San Franmee, understanding of management Compensation group seeks qualified ALACHUA COUNTY
and Houston markets Must have current surance producers and inside mar-

concepts, good interpersonal skills, and Property & Casualty administrator for insured program, in- Graduation from accreditedrelated successful sales experience keting representatives Thesegood written and oral communication
cluding responsibility for claims re- four (4) year college or univer-ability Salary commensurate with ex- Life · Health · Pension $50,000 SALARY + opportunities are available m a num-

per·ience Send resume and 3 references suits, membership eligibility and sity with major course work inby March 13, 1987 to Business and Fi- $10,000 GAUR DRAW + ber of major cities throughout the
701 Westchester Avenue safety and loss control activities

nance, University of California, Davis, COMM TO $50,000 + country Most are in desirable subur- business or public administra-
Davis, CA 95616 Must be growth oriented with theSuite 308 W ban locauons, and offer excellent tion, insurance, risk manage-Co Car Expenses, Benefits leadership, orgamzational and com-

White Plains, NY 10604 All Relocation Expenses paid long-term career growth potential
munications abilities necessary to op-

ment or related field and five

(914) 682-7040 Call confidentially for Immediate Please send your resume, or call erate a multi-million dollar program (5) years progressively respon-
local interview for a confidential chat to receive Strong experience background in sible administrative experience,SENIOR EXECUTIVE
312-790-4545 more details Workers' Compensation required including three (3) years super-Large agency located in the southeast

has excellent opportunity to manage Joe Ross or Charles Chase Send resume and salary history to visory experience in a compre-real estate development, investments LARGO ASSOCIATES
Box 2236and insurance Good track record m 103 Caloosa Street hensive risk management func-

production and management required Business Insurance tion, or any equivalentExcellent fringe benents Send confi- Tavernier, FL 33070
740 Rush St.dential resume to P O Box 941249, At- (305) 852-4888 combination of related training

lanta, GA 30341 WORKERS' COMPENSATION ADMINISTRATOR Chicago, IL 60611
JANE PARKER and experience Local govern-

Cooper Industnes, a leading Fortune 200 diversified manufacturing ment risk management expert-
company has an outstanding career opportunity for a Worker's ence desirable Send resume

F or a Compensation Administrator at its corporate headquarters m Hous-A ACCOUNT EXECUTIVE postmarked no later than 3/13/
Concise ton

87 to Alachua County Person-
and Reporting to the Manager, Workers' Compensation, this position is SALES POSITION OPENING nel, P 0 Box 1467, Gainesville,responsible for developing, implementing and maintaming all in-
Logical Growth and our leading position in the Pacific Northwest has FL 32602 EOEsured and self-insured workers' compensation programs A Bache-

created an opening at one of the nation's largest insuranceApproach lon degree is required along with 4-6 years' expenence in handling
workers' compensation claims, with multl-state exposure, m an in- brokers Our Seattle office has an opening for a Property &t(j

surance company or corporate environment The ideal candidate Casualty Senior Account Executive who's primary functionRisk
should be a self-starter with proven interpersonal skills will be sales and account development This Individual

Manaement We offer an attractive salary commensurate with your level of should have sales ability, understanding of marketing con-
experience and an excellent benefits package, including reloca- cepts and a strong positive attitude

Recruiting Business Insurance
hon

We are a progressive, growth oriented firm we are in the
If you are ready for the challenge and opportunity of this new position to offer an outstanding compensation package to
assignment, forward your resume, with salary history, m confi- the right individual This position will offer growth and the

LGAIC dence to Circulation
opportunity of advancement

Manager, Professional Recruitment
If you have these qualifications and desire a confidential in-

*ssociates, Inc Cooper Industries
terview, please contact170 Broadway P 0 Box 4446

Breakdown*
New York, N Y 10038 Houston, TX 77210 CORROON & BLACK

212) 227-8000 EOE M/F Attn: Catherine Dovey
P.O. Box C-34201 Commercial Consumers
Seattle, WA 98124

(206) 443-2300 Administrative

DIRECTOR, EOE M/F/V/H CEO s Presidents and Owners 2,426

Vice-presidents General Managers
.. and Other Administrative Personnel

INSURANCE & 3,136

CORPORATE INSURANCE Financial

.. RISK MANAGEMENT ANALYST Chief Financial Officers and Vice
presidents of Finance 2,683

.

Secretaries Treasurers controllersOur multi faceted organization has an excellent career and other Financial Personnel 4 888
opportunity for a professional who can identify Kraft, inc is an aggressive leader In the food and
potential PBC liabilities, advise management, and Risk/Employee Benefitsconsumer products industry We're expanding our
manage a strong overall program to minimize management team and now have an excellent op- Vice presidents, directors manag

portunity for an insurance analyst to assist and ers, and other related departmentor eliminate losses This involves conducting. I.
advise our operating groups in all areas of risk personnel of insurance, risk, em

investigations and monitoring claims, setting up management ployee benefits, personnel, com
A

the financial resources to support the program, and pensation, pension safety, security
Primary responsibilities of the position include Justl- industrial relations human readministration
fication, allocation and communication of premiums sources and employee/tabor rela-

lions 8 144A B S Degree, professional training in PE,C risk and expenses, maintaining and updating claims..
management/liability, and 3-5 years' relevant data, and assisting and analyzing insurance accrual Sub-total 21,277

experience are required, healthcare industry reserves to reflect outstanding liabilmes Qualified Associations 506

candidates will have a minimum 3-5 years expert- Government, Unions and Educa. experience is mandatory Working knowledge ence in property and hability Insurance with an In- tional Institutions 1,400of employee benefits, medical practice insurance surance company or broker in accounting, claims
required, CPC(.1 distinction a plus or underwriting functions Commercial Consumers

Sub-total 23,183.. Our location, 2 hours from the Nation's Capital, is as This is an excellent opportunity for career-minded
desirable as it is affordable Excellent compensation individuals We offer competitive compensation and Insurance Agents and Brokers 11009

an excellent benefit package, and the opportunity Insurance Companies 7,111and benefits For immediate consideration, send
Financial Institutions 989to grow with a leader in the industry For considera-resume with salary expectation in confidence to tion, please send your resume, including salary re- Actuaries, Attorneys, Adjusters, Ap-

Sandra T Gibson, Director-Employee Relations quirements, in confidence to praisers and Consultants 5,560

Others Allied to the Field 1,442
TOTALHARRISBURG HOSPITAL 49,294

HEALTH FOUNDATION
Corpolate Statting
Dept. 81216 Kft breakdown of qualified circulation,

Kraft ino., 2-W November 24, 1986 issue as subSOUTH FRONT STREET

HARRISBURG PENNSYLVANIA 17101 2099 1 Kmft Court mitted to BPA for December 1986
equal opportunity employer

N * Source Business/Occupational

BPA Publisher's StatementGlenview. IL *0025 Equaloppommitytmploye, M/f



bustness insurance, February 16, 1987 / 79

Newman named Buffalo Re chairman
named chairman and chief execu- comings & goings: industry
tive officer of Buffalo Reinsurance

Steven H. Newman has been Michigan Inc Jim Kenyon pro- in Denver
moted to vp

Michael J. Petrasek been HMOs/PPOsCo in Woodland Hills, Calif , a named vp of Liberty Insurance
subsidiary of Continental Corp vpat Andrew Edwards Facultative group actuary of American Heri- Agency Inc in Pittsburgh Gwynne R. Winsberg has been
Mr Newman succeeds Edward J. Intermediaries Inc in Dallas Prior tage Life Insurance Co in Jackson- Robert P. Salmon named vp of named a vp and director of Effi-
Jamison Jr., who remains as pres- to joining Andrew Edwards Mr ville, Fla He was previously senior Alpha Aviation Insurance in Has- cientCare Network, a Chicago-
ident Buccafusco was president of Pro director of finance at Capital Blue brouck Heights,NJ, following its based preferred provider organiza-

Mr Newman previously was Re Inc of New York Cross in Allentown, Pa acquisition of Edward L Salmon tion subsidiary of Efficient Health
president of The Home Insurance Agency of Wall Township, N J Systems Inc of Skokie, Ill Ms
Co in New York, which he Joined Insurers Agents/Brokers At Seattle-based Parker, Smith Winsberg, formerly associate dean
in 1982 as executive vp responsible & Freck Inc Peter Hammett pro- of the Loyola University-Stritch
for underwriting, claims, legal, re- James M. Wilson appointed vp Thomas A. Watson promoted to moted to vp from account execu- School of Medicine, also served in
insurance and risk management and manager of the Pacific region assistant regional director of Cor- tive the U S Department of Health and
functions Before joining The for Harbor Insurance Co In Los roon & Black Corp 's Pacific Cary M. Shaich promoted to vp Human Services in Washington
Home, Mr Newman was a vp with Angeles and ltS subsidiary, Pacific Northwest Region Mr Watson, at Towle Agency Inc in Minneapo-
American International Group Inc Insurance Co Mr Wilson was for- also a senior vp of C&B's Pacific lis Other suppliersIn addition, Greg D. Ewald ap- merly casualty manager for MTS Northwest Region, most recently Alfred Sarina promoted to se-
pointed vp in the Chicago office of Insurance Services in Los Angeles was assistant manager of (&8'ss nior vp and James Griffith pro- Promotions at third-party ad-
Buffalo Re Mr Ewald ]01ned the Robert W. Waeger promoted to Alaska operations moted to vp-underwriting/market- ministrator Hewitt, Coleman & As-
company in 1979 after working at senior vp-claims at PHICO Insur- Richard A. Riley promoted to ing at Giddings, Corby, Hynes Inc sociates in Greenville,SC, in-
Travelers Insurance Co ance Co in Mechanicsburg, Pa director of the Pacific Region of in Modesto, Calif clude Willard L. Quinn named

Other reinsurance changes: Regis Insurance Co in Wayne, Corroon & Black's Brokerage and At Harding-Conley-Drawert- senior vp of operations, Roy O.
Martin R. Brady Jr. and Ri- Pa , promoted Kenneth R. Services group Mr Riley, who Tinch Insurance Agency Inc in Darby appointed vp of employee

chard M. Young both named vps- Cowper to vp of property under- joined C&8 1 1974, replaces Paul San Antonio, Texas, Maryanna benefits, and James A. Connor
bond marketing and underwriting writing He previously served as C. Carter who retired but will re- Christensen promoted to vp She appointed vp of South Carolina
from assistant vps at North Amerl- senior underwriting manager main with the Pacific Southwest joined the agency in 1980 as an un- operations
can Reinsurance Corp in New Frank C. Taylor joined West- Region as a consultant derwriting manager James P. Kennedy named
York Before joining North Ameri- chester Fire Insurance Co , a Crum J. Ronald Ellis promoted to ex- Anthony V. Petrucci and Ri- director-group services (Midwest)
can Re in 1981, Mr Brady was a vp & Forster unit in Basking Ridge, ecutive vp and chief operating offi- cholson (Rick) Salembier named for Buck Consultants Inc in Chi-
at Alexander & Alexander Mr as senior vp In addition, Richard cer of Corroon & Black of Nash- vps in the casualty department of cago Mr Kennedy formerly was a
Young previously was an associate E. Rice elected vp for casualty un- ville Inc Mr Ellis, who joined New York-based broker Johnson & consulting principal for A S Han-
manager at the Philadelphia derwriting at Westchester and (&8 in 1972, most recently was se- Higgins Mr Petrucci previously sen Inc in Chicago
branch of Fidelity & Deposit Co David R. Stokey elected vp to nior vp-ma]or accounts was director of risk management at Robert M. O'Keefe promoted to

At NWNL Reinsurance Co in oversee the Durham, N C office James Y. Paulding appointed SCM Corp Mr Salembier was an a principal in the Detroit office of
Minneapolis, Robert Drag and John Bushyager appointed res- president of Alexander & Alex- account executive with a major William M Mercer-Meidinger Inc
James Giordono appointed vps- ident vp and manager of Transa- ander of Japan Inc in Tokyo He New York insurance broker for Previously, Mr O'Keefe was an as-
treaty underwriting and George merica Insurance Group's regional had been senior vp of parent Alex- nine years sociate for the consulting firm
Foulkes appointed vp-claims Mr office in Worthington, Ohio He re- ander & Alexander Services Inc In the New York International At J H Albert International In-
Drag Joined NWNL Re in 1981 and places Cliff Maiden, who is retir- John R. Genovese promoted to Department at J&H, Steve Caddy surance Advisors Inc in Needham,
has served on the company's mar- ing senior vp of Rollins Burdick and Denis Pasternak named vps Mass Stewart T. Cowart, James
keting and systems users commit- Judith L. Stauber named head Hunter of Southern California Inc H. Smith MeGehee named W. Evans Jr., and Alfred H. Na-
tees Mr Foulkes Joined NWNL Re of UNUM Life Insurance Co newly At Rollins Burdick Hunter of managing director in charge of the gelberg appointed vps and princi-
in 1983 Mr Giordano joined the created LTD reinsurance risk man- Missouri Louis O. Gys named ex- newly expanded St Louis office of pal consultants Mr Cowart and
company in 1981 after working at agement department in Portland, ecutive vp and Carroll J. 44Cid broker Marsh & McLennan Inc Mr Nagelberg joined the company
American Reinsurance Co Maine She is a vp Keane Sr. named executive vp Patricia J. Evans named vp at in 1980, Mr Evans ]oined the com-

Frank Buccafusco appointed James H. Baum named vp and And, at Rollins Burdick Hunter of Rocky Mountain Insurance Brokers pany m 1981 .

the professional marketplace
EARLY RETIREE INSURANCE COMPANY

32 Years Group FIeld Sales Exp Small WANTED PHARMACY CREDIT CARD L LAURAA WANGROW LTD ' INSURANCE OPPORTUNITIES
and Large Case Mix Exp Alternate Deb- SOFTWARE Aw, 0(ECUllvE SEARCH Smce 1973, we've enjoyed a solid workmg relationship with agencies,very Systems and Funding Vehicles As- Looking for 15-30 state 11- Field tested 6 years Includes pro W 333WESTWACKER DRM brokers and nsk management departments throughout the U S Insist TPA, PPO, HMO, Will Relocate censed "shell" or small com- cessing cost containment & m.depth

the previous month, we've seen a dramatic Increase m requests for topReply to: Box 2192, pany Will move quickly and statistical reporting capabilities User SUNE 700
caliber msurance talent If you feel your career ts at an Impasse or youBusmess Insurance confidentially Box 2233, documentation & training. Perfect for CHICAGO. ILUNOIS 60606

740 N. Rush St. Busmess Insurance, 740 Rush large HMO's Available for license Call are not bemg adequately compensated, 1987 may be the best year ever
Chicago, IL 60611 St,Chicago, IL 60611 8004453332 (In NY 516-6260007) (312) 444-2046 to consider a change

Call or write NOW'

To the client we offer a businesslike, no nonsense approach to
ASSISTANT GENERAL MANAGER Insurance Accounting staff recruiting We welcome a call to discuss our services m more

HEADQUARTERS FOR "BENEFITS"
and Finance Professional detail

OF THE COACHELIA VALLEY EMPLOYEE BENEFITS PERSONNEL MERGER/JOINT VENTURE
JOINT POWERS INSURANCE Wall Street insurance broker seeking to Dynamic International Financial Services

GILBERT - HAFNER & CO.SERVING AU AREAS INCL
merge with "Northeast Comdor" (Port- conglomerate seeks to attract extraordi

AUTHORITY 6060 N. Central ExpresswayACTUARIAL BENEFITS CONSULTING, land to DC) P&C insurance broker/con- nary results-oriented financial executive
$2061 $2620/month plus excel COMPENSATION AND BENEFITS MGMT sultant with an Employee Benefits Divl- with minimum 5-10 years of Property Suite 470, Dallas, TX 75206•(214) 361-9341
lent benefits Requires any combina CALL BIU KELLY sion generating $100,000 to $500,000 and Casualty, Life or Reinsurance ac
tion equivalent to BA plus 3 years annual income/fees Objective ts to cre- counting expenence Must be capable

administrative experience, including 1.idon HOWARD ate an extremely profitable Benefits Divt- of managing accounting operation now
2 years in property/casualty, Work  PERSONNEL sion through synergy, specifically m the and assume controllership of Operating DIRECTOR,
ers's Comp or employee benefits areas of group insurance, executive company Excellent compensation pack

Apply by 3/6/87, City of Palm benefits, voluntary programs, and em. age, benefits and career path move INSURANCE & RISK
135 WILLIAM STREET ployee communication services Please ment Send resume in confidence to

Springs, Personnel Office, PO Box
1786, P S CA 92263 Request re NEW YORK, N Y 10038 reply in confidence to Box 2235 MANAGEMENT
quired application form, (619)323 (212) 227 9000 Box 2214, Business Insurance Business Insurance

740 Rush St, Chicago, 11 60611 740 N Rush St8215 EOE/AA
Chicago, IL 60611

Immediate opening for qualified individual
in $180 million multi-hospital system In

EXECUTIVE DIRECTOR for MEMO TO: NYC's INSURANCE PROFESSIONALS suburban Detroit Reporting to Vice Pres-
PUBLIC HOUSING AUTHORITY'S ident/Chief Financial Officer, position Is

CAPTIVE INSURANCE COMPANIES FROM: THE NIA GROUP responsible for insurance procurement,
A group of 31 large public housing authorities located throughout RE: JOB CHANGE medical malpractice litigation, Workers'the U S lS forming two captive insurance companies (mutuals) for

Compensation, and off-shore captivethe purposes of providing property and liability insurance The cap- Tired of the commute,
tive for liability coverage will operate as a risk retention group It is company operations Requires 7-10 years
anticipated that the captives will be licensed and begin operations Tired of the extra taxes? in risk management, with prior claimsin the Spring of 1987

adjustment experience Previous healthThe PHAs are searching for a professional for supervision of the captive's Tired of the City? care background desirable For more in-insurance programs, administration of their business affairs and provi-
mon of risk management services to member insureds The mdividual Then call the professionals at NIA, formation, send resumeand salary history
will function as hason between the Board of Directors, committees, toNew Jersey's leading insurance agencymember insureds and various contract service providers
Qualifications Graduate of an accredited college or university with Top producers can maintain ownership, top underwnters Bernard H. Becker
a degree in business, insurance or related field and seven years of Corporate Director, Human Resourcesresponsible management service The candidate must have a work- enjoy Pleasant work environment, top managers are chal-
ing knowledge of the principles, methods and procedures of organi- lenged with diverse yet complex responsibilities
zation management and supervision of insurance programs, risk manage-
ment and business affairs Experience with cal)tives or public housing To learn more call or wnte today UAD/7/U Iauthonties is desirable

Mr. J. Byrne, doSalary and benefits commensurate with ability and experience
Send resumes and salary history to NATIONAL INSURANCE ASSOCIATES < HEALTH SYSTEMS

CLPHA 66 Route 17. Paramus. NJ 07652
21700 Greenfield Road

7 Marshall Street (201) 845-6600
Oak Park, Michigan 48237

Boston, MA 02108 Equal Opportunity Employer

equal opportunity employer
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Proposition 51
Continued from page 2
cally incorrect" the 1st District
Court's reliance on the word
"shall" in the language of the ini-
tiative as an indicator of intended
futurity.

The 2nd District Court explained
that in legislative proposals, the
word "shall" is normally under-
stood to be a term of compulsion
rather than futurity.

"In our view, the legislative in-
tent was for the statute to take ef-

feet immediately and to apply to as
many cases as feasible," the 2nd
District Court said.

The court noted that while there
is a presumption against retroac-
tive application of a statute, "leg-
islative intent overrides the pre-
sumption against retroactivity, and
remedial statutes are to be broadly
construed to effectuate their reme-
dial purpose."

Acknowledging that legislative
intent is difficult to determine

when the "legislators" were, in re-
ality, millions of voters acting
without legislative committee re-
ports on the proposed law, the
court nonetheless found that the

statutory language of Proposition
51 demonstrates "a legislative wish
to cut back on personal injury re-
coveries against defendants not
primarily to blame for plaintiffs'
injuries; to reduce the financial
burden of injury claims on those
defendants and on their liability
insurers; and to confer a financial
benefit on the public at large"
through lower insurance premiums
and local taxes.

The 2nd District Court also said
the 1st District Court's analysis
that an insurance industry profit
windfall would result from the ret-

roactive application of Proposition
51 is inaccurate.

''Insurance premiums are regu-
lated by free-market forces, and
carriers' loss experiences undoubt-
edly influence their future pre-
mium levels by affecting the mini-

mum future profit levels at which
they are willing to operate," the
court wrote.

The courtalso rejected argu-
ments that Proposition 51 must be
applied prospectively because to
do otherwise would result in an
unconstitutional abrogation of
vested rights.

''An injured person's expectancy
of a tort recovery is an inchoate,
unliquidated claim contingent on
his or her ability to persuade a
trier of fact of the merits of the
claim," the count said. "Such an
expectancy falls short of being a
vested right."

The appellate court rejected as
"frivolous" the arguments of at-
torneys representing Evangelatos
claiming that Proposition 51 is
void because the ballot summary
prepared by the state attorney gen-
eral was "false and misleading" by
stating that "approval of this mea-
sure would result in substantial

savings to state and local govern-
ments."

The court noted the statement

was based on a legislative analyst's
estimate of the measure's fiscal

impact on state and local govern-
ments-an estimate required by
California law.

The court also rejected the plain-
tiff's arguments that the initiative
is vague and discriminates against
poor tort victims by creating in-
surmountable economic barriers to
tort litigation. The plaintiff's at-
torneys argued that because the
initiative would lead to lower court
awards and, as a result, lower con-
tingency fees for trial lawyers, at-
torneys would be hesitant to repre-
sent clients who could not afford to
make up that difference in other
fees.

The court said that such a chal-

lenge to Proposition 51 "lacks
merit," and the reduction in incen-
tives for attorneys to represent in-
jured plaintiffs because of the ini-
tiative is "likewise not uncon-
stitutional."

Some attorneys who supported
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One Great Idea Deserves Another.
We've Integrated Claims Processing

And Group Administration
In An Affordable Environment

With dw&a=/FASTRAK VS:

Automated claims processing in a
minicomputer environment has always
been a great idea. But now there's some-
thing even better: integrated claims
processing and group administration in a
minicomputer environment. Two great
ideas in one great system: FASTRAK VS
from Dyer, Wells & Associates. So even
if you don't need mainframe capability,
you can still get integrated claims pro-
cessing and group administration. From
FASTRAK VS, the system that runs on
the Wang VS family of minicomputers.

Two Healthy Servings.
The FASTRAK VS Claims module

completely automates all phases of claims
adjudication and processing while the
comprehensive Administ,ation module
automates the process of billing and
collecting group premiums as well
as other functional support processes.
Together, their integrated, on-line features
accommodate a wide range of plans and
ensure a smooth transfer of information

from one function to the next. Or, to keep
up-front costs to a minimum, either

'Wang isa registered trademark of Wang Laboratories, Inc., Lowell, MA.·

module can be purchased separately, and
the other added later.

Nice And Smooth.

As an integrated, easy-to-use package,
FASTRAK VS can handle claims process-
ing and administration procedures fast
and accurately. So user productivity is
increased and the entire decision-making
process is streamlined. Plus, FASTRAK VS
decreases the need for manually-produced
files by providing the management infor-
mation necessary for future cost con-
tainment. Everyone enjoys easy-to-read
financial, productivity, ad-hoc and claims
experience reports.

Easy To Swallow.

Because FASTRAK VS operates on
Wang VS products, integrating group
administration and claims processing is
more cost efficient than ever before. And
as an Authorized Wang National ISO,
Dyer, Wells & Associates can work closely
with you in purchasing or upgrading
your system.

The Finest Ingredients.

Technologically sophisticated,
FASTRAK VS is user tested and approved
by TPAs, insurance companies and self

insureds. And that's just what you'd
expect from Dyer, Wells & Associates.
Since 1977, we've specialized in benefits
and financial software systems that solve
problems for our clients. Because we're
not happy until you are. That's the kind of
leadership you can count on long after
the sale.

Call Or Write For A Free Brochure.
------------
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the Russell decision previously had
said the high court's refusal last
fall to review that ruling was an
indication of support for Russell.

But the 2nd District Court of

Appeal noted, in its opinion, that
the Supreme Court's denial of re-
view in Russell is not a binding
precedent.

The 18-page opinion was written
for the court by Justice Lynn D.
Compton, who was joined by Jus-
tices Lester William Roth and
Donald N. Gates.

The Evangelatos case involved a
Los Angeles man who was blinded
at age 18 while mixing chemicals
for homemade firecrackers. The

plaintiff sued the chemical manu-
facturer, distributors and retailer
for unspecified economic and non-
economic damages.

As expected, defense attorneys
immediately hailed the 2nd Dis-
trict's decision, while plaintiffs'
attorneys said they hope the ruling
will be overturned by the Supreme
Court.

The decision will cause "chaos"
in the California trial courts be-
cause it conflicts with the Russell
decision, said Deborah Mitzen-
mocher, with the firm of Magana,
Cathcart, McCarthy & Pierry,
which represented Mr. Evange-
latos.

While Ms. Mitzenmocher and

other plaintiffs' attorneys said they
do not know how the Supreme
Court will rule, defense attorneys
say that if the vacancies on the
court are filled as expected, the
court likely will become very con-
servative (BI, Dec. 15, 1986).

"And the End District Court of

Appeal's opinion is the more con-
servative opinion," pointed out
Jonathan M. Gordon, with McCut-
chen, Black, Verleger & Shea. Mr.
Gordon filed a friend-of-the-court

brief in the Evangelatos case on
behalf of one of the original de-
fendants who was dismissed by the
trial court.

Mr. Gordon said he expects the
Supreme Court to delay deciding
the case until after the three va-
cancies on the court are filled and

he is confident the court will up-
hold the 2nd District Court's rul-
ing. .
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lEA syndicates anty fund is clearly a cause of con- developed a computer model for
cern to us and is one reason we pro]ecting potential losses to sev- update

Continued from page 1 want to address the problem rein- eral syndicates on 11 or 12 reinsur-
much as $4 million each, according surance treaties head-on," Mr ance treaties, some of which in-
to Bill Godwin, assistant director Cross said volve large volumes of claims and

of company regulation for the The exchange's governors and others which do not, according to X.L. writing E&0 coverage
Florida department general membership last year ap- Mr Cross

Mr Godwin added that the in- proved an amendment to the IEA Results of the exchange's study Cont:nued from page 2

solvency figures-developed by constitution that would have ab- of the treaties will be compared to bankers and other professionals, but excluding doctors
RLI Corp , which owns Syndicate solved individual syndicates of the figures produced for the Daum X L has named the Chicago Underwriting Group Inc , an affili-
One and 80% of Daum Manage- certain guaranty fund liabilities Management syndicates by RLI ate of Old Republic International Corp, to act as "underwriting

ment-represent a "worst case" for insolvencies caused by business and by the actuary working for consultant" for its directors and officers and professional liability
scenario and that the insolvencies written before the syndicates syndicates Two, Three and Four, business, said Mr Sinnott Final underwriting approval, however,
may not be that large loined the exchange, he said Mr Cross said remains with X L

Syndicate Four still has surplus However, the Insurance Depart- All of the results will be re- Trenwick Services Ltd, a subsidiary of Westport, Conn -based

of about $600,000, but it is consid- ment vetoed the amendment viewed at a meeting of the IEA Trenwick Group Inc , remains X L 's underwriting consultant on its

ered impaired since the syndicate The IEA recently approved a board scheduled for Wednesday, he excess liability business, said Mr Sinnott (BI, June 30, 1986)
has less than the $1 million in sur- similar amendment applying only added X L provides excess liability and professional liability coverage

plus required of exchange syndi- to syndicates joining the IEA after One of the problem treaties co- limits of $75 million excess of at least $25 million, and various

cates, Mr Godwin said the amendment's approval, rather vered the Will Darrah business D&O limits excess of $20 million

A fi fth syndicate-Hispano than to all syndicates ceded through Forum, according to
American Insurance Syndicate The Insurance Department lS several sources, one of whom Pension proposals expected
Ltd, which was placed in court- currently reviewing the proposal guessed that losses on the Forum

supervised rehabilitation earlier Exchange officials last year ex- treaty may equal those on three or WASHINGTON-The Reagan administration this week is ex-

this month-may be insolvent by as pressed concern that potential four of the other problem treaties pected to propose sweeping pension legislation that would allow
much as $3 million, he added losses from the Omaha Indemnity combined The exchange reported a employers to withdraw excess assets from overfunded defined ben-

IEA and Insurance Department business also could exhaust the total of $1 4 million in reinsurance efit plans without terminating the plans

officials are examining seven to 12 guaranty fund, which prompted payable to Forum on paid and un- Under the proposal, employers would be allowed to recapture
reinsurance treaties underwritten the IEA to attempt to limit the lia- paid losses and unearned premi- assets in excess of about 125% of plan liabilities, sources say

by the five impaired syndicates in bility of new syndicates to attract ums for 1985, according to its an- In addition, the proposal is expected to give favorable tax treat-

an attempt to gauge the extent of new capital to the exchange nual statement Forum, on the ment to pension plan reversions that are used to prefund retiree

the losses and their impact on The department lS considering other hand, reported $4 7 million health benefits Such reversions would not be subject to excise
other IEA syndicates that partici- another proposed amendment that in unearned premiums and rein- taxes or current income taxes as long as they were transferred to a

pated on the same treaties would limit guaranty fund liability surance recoverable from the ex- trust-type arrangement Limits would be placed on the maximum
Sources say the biggest problems in a single insolvency to 25% of the change for the same period, ac- reversion that could used to prefund retiree health benefits

stem from two blocks of business total in the fund at the date of the cording to figures published by The legislation also will propose beefing up current minimum

• A book of long-haul trucking insolvency, Mr Godwin said A M Best Co funding standards for pension plans, sources say

risks ceded to the exchange by Leon County Circuit Judge Wil- One source familiar with the Another administration proposal-to base the termination insur-
Forum Insurance Co of Schaum- liam L Gary issued show-cause Forum business said that premi- ance premiums employers pay the Pension Benefit Guaranty Corp

burg, Ill, and produced by Will orders against syndicates One, ums actually written under the on the financial condition of their pension plans-continues to be

Darrah & Associates, a managing Two, Three and Four on Feb 6 The treaty exceeded by nearly 250% the fine-tuned and will be introduced separately from the other pen-
general agency in Myrtle Beach, syndicates are expected to respond volume agreed to when the risk mon proposals (BI, Dec 29, 1986)

SC at a hearing set for March 19 was submitted to the exchange

Underwriters at Lloyd's of Lon- While RLI has estimated the in- syndicates Premiums written by Eastern agrees to pay fine
don, which also reinsured Forum solvencies of syndicates One, Two Forum on the program totaled
on the Will Darrah book, have re- and Three at a maximum of $4 mil- roughly $40 million, while the an- MIAMI-The possibility of litigation prompted Eastern Air Lines
ported huge losses on the business lion each, the Individual investors ticipated volume reported to ex- Inc last week to agree to pay a $9 5 million fine-the largest civil
(BI, Dec 29, 1986) who own syndicates Two and Four change syndicates when the treaty penalty ever imposed against an airline by the Federal Aviation

• A book of taxicab risks ceded have hired their own actuary to re- was submitted was about $17 mil- Administration

to the exchange from Cadillac In- view the syndicates' financial con- lion, the source said, adding that The FAA levied the fine almost a year ago after lt found more
surance Co of Detroit dition, said Claude Lilly, an insur- exchange syndicates took about than 78,000 violations of maintenance and safety regulations in a

Exchange sources charge that ance professor at Florida State 45% of the risk special audit

business on some of these treaties University who is acting as a con- Another problem treaty covered "Though we had valid and satisfactory answers to the malority of
was handled improperly by man- sultant to the syndicates Chicago and California taxi bum- the FAA's concerns, the proposed civil penalty and possible litiga-
aging general agents, and IEA Syndicate Three-also owned by ness ceded by Cadillac Insurance tion were clouding both Eastern's outstanding safety record and

President Nicholas Cross said that individual investors-has tenta- Co, sources report The exchange Eastern's substantial maintenance improvements," said Phil Bakes,
the exchange is seeking recision on tively agreed to share the cost of reported $487,427 in unearned pre- Eastern's president and chief executive officer in a statement

some of the treaties and loss com- the study, Mr Lilly said Since miums and reinsurance payable to According to the agreement reached last week, Eastern will pay
mutations on others Syndicate Three shared propor- Cadillac at year-end 1985, while $1 million immediately and $85 million more by 1990 In turn, the

A Forum official said Forum has tionally in the business written by Cadillae reported $4 4 million re- FAA has agreed not to seek any further civil penalties for any
not discussed recision or commu- Daum Management, the results of coverable from the exchange for incidents that have occurred prior to the settlement

tation of its treaty the study could easily be applied to the same period
Additional exchange syndicates Syndicate Three, he explained Exchange syndicates-charging Briefly noted

that participated on these and Syndicates Two, Three and Four that Cadillac's MGA improperly
other treaties that are now under will decide after the study is com- expanded the taxi program to in- Kaiser Steel Corp., which last month canceled health benefits

examination include AIB Syndi- pleted whether to contest the reha- clude California risks-are cur- for 5,300 retirees and 1,000 active employees, filed for reorganiza-
cate Inc , BGH Syndicate Inc bilitation proceeding, he said rently in arbitration with the in- tion under Chapter 11 of the Federal Bankruptcy Act A Kaiser

and W F Poe Syndicate Inc All He added the study may show surer over their participation on Steel spokeswoman said discussions are continuing with the Pen-

three syndicates are among the the syndicates are not as broke as the treaty, according to Michael sion Benefits Guaranty Corp on the possible termination of the
IEA's 10 largest based on 1985 RLI's figures indicate However, if Griffiths, vp of Global Under- company's defined benefit pension plan, which is underfunded by
gross premiums (BI, Sept 1, 1986) they are shown to be in a "precarl- writing Management Inc $241 million (BI, Feb 9) Lloyd's of London says it's attempt-

The problem treaties now being ous position," the syndicates will Sources report that other prob- ing to negotiate a settlement with Lloyd's US,a Texas un-

examined do not include business work with the department "to try lem treaties targeted by exchange derwriter that Lloyd's of London lS suing for using a "confusingly
ceded by Omaha Indemnity Co to to solve this problem " officials Include similar" name (BI, Dec 1, 1986) The Oklahoma Supreme

RAM Syndicate Inc and Adminis- Syndicate Two was the IEA's • Puerto Rican auto risks ceded Court has upheld a July 1986 ruling that reiected an average 25 9%
trative Management Services Syn- eighth-largest syndicate in 1985, by Dependable Insurance Co of workers compensation insurance rate hike approved in 1985 The
dicate Ltd Inc Omaha Indemnity with gross premiums of $67 mil- Jacksonville, Fla The exchange re- court ruled insurers failed to deliver sufficient information to Jus-

sued the two syndicates and others lion-all of which was retained on ported $582,174 in unearned pre- tify the rate increase and said they had to prove current rates were

last year and lS currently arbitrat- a net basis-and net income of miums and reinsurance payable to unreasonably low and would endanger insurer solvency or restrict
ing disputes with Royal American $228,000 Syndicate One was the Dependable at year-end 1985, competition (BI, Aug 4, 1986)

Managers, its former managing ninth-largest, with 1985 gross pre- while Dependable reported $4 6
general agent and owner of RAM miums of $6 4 million, net premi- million in reinsurance recoverable
Syndicate (BI, April 28, 1986) ums of $63 million and a net loss from the IEA, according to De- relatively minor with ceding insurers about recision

Although Mr Cross and other of $543,000 pendable Executive Vp J Lloyd Poe Syndicate-which partici- or commutation of reinsurance
exchange officials are optimistic Syndicate Three reported 1985 West pated on the Cadillac, Interna- treaties are "moving ahead very
that the IEA's current problems gross premiums of Just under $3 3 This business was ceded to AIB tional Bankers, Protective Ca- quickly "
can be overcome, they also express million-all retained net-and net Syndicate, BGH Syndicate, Hi- sualty and Union American "We have entered into discus-
concerns about the potential im- income of $209,205 Syndicate spano American, Administrative treaties-is among the syndicates sions already with one or two of
pact of syndicate insolvencies on Four reported 1985 gross premi- Management Services, RAM Syn- being examined, according to the ceding companies," Mr Cross
the exchange's $13 million guar- ums of $19 million-nearly all re- dicate and syndicates One, Two James Cordle, president of Citadel said -We believe we have good
anty fund tained net-and a net loss of and Three, Mr West said Management Corp , the syndicate's grounds for recision of some of

If the insolvent syndicates' losses $266,444 • Auto risks ceded by Interna- manager these contracts and commutation

are as large as prolected in the As reported, Hispano American tional Bankers Insurance Co of Mr Cordle added that Poe Syn- of others "
worst-case scenarios and are found -owned by Ocaso SA, a large Coral Gables, Fla The exchange dicate, the IEA's second-largest in A recision cancels a reinsurance

to be covered by the guaranty fund, Spanish company-was ordered reported $2 million in unearned 1985, will survive the problem contract from inception Under a
the fund could be exhausted This, into rehabilitation by the IEA premiums and reinsurance payable treaties "even in a worst case see- commutation, the IEA would be
in turn, would have a -ripple ef- board but subsequently asked the to International Bankers in 1985, nario" and even if lt loses its relieved of further responsibility
feet" on the remaining exchange Insurance Department to petition while International Bankers re- $500,000 guaranty fund deposit under the contracts for a one-time

syndicates, each of which Includes for a court-supervised rehabilita- ported $8 3 million recoverable for BGH, which sources say also is lump sum payment

its $500,000 deposit with the guar- tion A Leon County Circuit judge the same period, according to A M under examination, was on the While expressing confidence the

anty fund as part of its capital and ordered Hispano American into re- Best figures Forum and Cadillac treaties, Mr IEA can weather this latest storm,

surplus habilitation earlier this month • Business ceded by Protective Griffiths confirmed BGH was exchange officials acknowledged
Mr Cross noted that "$500,000 Hispano American, which Casualty Insurance Co of Baton the IEA's fifth-largest syndicate in this latest blow to the market

would not be enough to cause the stopped underwriting in 1985, was Rouge, La, Angelina Casualty Co 1985 "The impact is tremendous, no

insolvency of an otherwise unim- the exchange's fourth-largest syn- of Lufkin, Texas, and Union Sources say that AIB Syndicate, doubt about that But I think there
paired syndicate " He added, how- dicate that year, with gross premi- American Insurance Co of Coral the exchange's seventh-largest in are healthy syndicates here," Mr.
ever, that "if the syndicate were ums of $11 5 million, net premiums Gables 1985, is also being examined, Cordie said "I think the exchange
borderline, the effect would be to of $11 1 million and a net loss of Sources say that problems with though AIB officials could not be will survive But it's certainly a
cause their impairment " $854,000 the Protective Casualty, Angelina reached for comment very unpleasant development, and

"The ripple effect in the guar- Meanwhile, IEA officials have and Union American treaties are Mr. Cross said that discussions it took many of us by surprise " m
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Kaiser defense costs 1983)

insurance services gpade Except for Transcontinental, whose policy provided
Continued from page 2 that defense costs are included within policy limits,
As a result of the decision, Kaiser's excess insurers the other excess insurers appealed the decision con-
will have to reimburse Truck for at least $2 7 million tending that they did not owe Truck defense costs
in defense costs and another $1 million in interest from In addition, Truck appealed, contending it was enti-DENTAL CLAIMS MANUAL ENVIRONMENTAL CLAIM AUDITS June 1983, when the trial court decision was reached, tled to prejudgment interest from the excess insurers

All-Inclusive 402 Page Manual & attorneys in the case say The appellate court affirmed the trial court decision
Featuring All Major Specialties RISK ASSESSMENTS Truck also is liable for a portion of Kaiser's defense that the excess insurers owed Truck defense costs,

(213) 681-3300 ACTUARIAL CONSULTING costs in part relying on the Aetna us Certazn Underwnters
J P Kennedy Publishing Co Financial Evaluation ol Envi,onmental Losses However, one factor still unresolved is how one of decision

776 E Green Street TILLER CONSULTING GROUP INC Kaiser's excess insurers, Pine Top Insurance Co , will It first rejected Northbrook's argument that because
Pasadena, CA 91101 respond to the ruling Pine Top was placed in hquida- of the "following form wording" in its policy, its obli-509-8 Golderrod Ave / Corona del Mar CA 92625 714/¢73-7069

tion last month in Illinois and may not be able to pay gation to contribute to defense expenses were con-
what it owes tained within ltS policy limits, just like the 1mmedia-

One attorney involved in the litigation said he is not tely underlying Transcontinental policyNeiu Pubtrcationt GREENE & AssoctATES. INC.
Consulting Engineering Services certain whether the California guaranty fund would The court focused instead on language in the North-"Forming a Risk Related to Energy and Chemicals pay Pine Top's portion of the defense costs brook policy, that provided the insurer would pay de-

• Facilities AppralsalsRetention Group" Attorneys for the insurers are currently discussing fense costs without limitation• Loss Settlement Assistance Claim
Preparation and Analysis PD & 81 how reimbursement will be apportioned among the ex- "The Northbrook policy does not provide that it fol-A guide to the why's, how's and princi-

• Accident Investigation
ples behind the forming of a Risk Re- lows all terms and conditions of the Transcontinental• Expert Testimony and Representation cess insurers

tention Group based on experiences 1130 One Energy Square Dallas, TX 75206 Although the appellate court ruling primarily con- Policy without exception," the court said "Rather it
associated with creating a group m 214/691-3500 cerns a dispute between Kaiser's primary and ex- provides that it does so 'except as otherwise provided
just 111 days cess insurers, it is also beneficial to Kaiser, which had herein ' Thus, under Paragraph 1 of the policy, North-Send check or money order for $395

ESTIMATING SOFTWARE an agreement with Truck that might have permitted brook expressly undertook to pay defense expensesbefore March 15th lo
Truck to seek reimbursement from Kaiser for a por- without limitation "COSTELLO & ASSOCIATES FOR SALE
tion of the defense costs lt had paid, said Kaiser attor- If Northbrook Intended defense costs to be Included4210 South 33rd St. Computenzed Estimating Software now

Lincoln, NE 68506 ney James T Hendrick within policy limits, it could have expressly said so,being used by major companies is avail-
Fake advantage of this pie-publication able for license to those Insurance "It is a very good result for Kaiser Cement," said Mr the court added

announcement i Companies who desire to set up a na- Hendrick, with the San Francisco firm of Thelen, Mar- The court also rejected arguments by Lexington and
tionwide In-house Computerized Prop- rin, Johnson & Bridges "It was very much in Kai- American Excess that they had no duty to pay any
erty Damage Estimating System with ser's self-interest to be aligned with Truck and to have defense expenses paid by Truck or that if they did, the

The Risk Manager's the ability to maintain and regulate data- the case on defense costs issues come out as it did " trial court erred in the manner in which they would be
#1 Reference base This Software is available for a

The court's opinion, however, will not be published apportionedone-time license fee of less than
$100,000 in the official reports of the state's court opinions and Lexington and American Excess relied on language

therefore cannot be cited in future cases in their policies stating they were not obliged to "as-For Additional Information

Practical Risk contact Stephen J Vedder The litigation between the insurers stems from more sume charge" of the settlement or defense of any claim
Allen Dahle & Co 914 694-1222 than 100 claims filed against Kaiser following a May or suit brought against the policyholderManagement 65 West Red Oak Ln 212 994-9400 1980 incident in which Kaiser sold crushed limestone But the court found that the insurers were confusing

"The Professional's Handbook" White Plains, NY 10604 203869-5566 rock that had been mixed inadvertently with kiln the obligation to actively "assume charge" of a settle-
Send $275 ($10 more if we b,11 brick The mixture caused flaws in the cement of ment or defense with the obligation to pay defense
add postage overseas) about 130 construction projects in the San Francisco costs

-7 - To Practical Risk WORKER'S COMPENSATION
area "A provision relieving an insurer of the duty to ac-

Management PROGRAM FOR SELF So far, insurers have paid out approximately $61 tively assume charge of settlement or defense of claimsP O Box 10093 INSURED EMPLOYERS million on behalf of Kaiser The only major claim re- does not necessarily relieve it of the duty to contribute4 710' Oakland CA 94610
SOFTWARE FOA maining is one brought by Alameda County for ble- to defense expenses," the court said-LLY Telephone (415) 653 3687 IBM PC/XT/AT mishes that appeared during the construction of a jail The court also reJected other arguments by Lexing-

A Warren NIVelgr! 3 Griffn /ed/*/1

IBM PC/AT COMPATIBLES At the time of the Incident, Kaiser had $500,000 in ton and American Excess, including a claim that Truck
and many others primary liability coverage underwritten by Truck over should bear all of the defense expenses because the
SOFTWARE PROVIDES a $50,000 per-occurrence deductible cost per dollar of the coverage written by Truck was 15WORKERS' Periodical Reports • Vendor 1099's Kaiser also had $100 million in excess liability in- to 30 times that of the excess insurers

COMPENSATION A Checks surance Insurers participating in this coverage in- The court noted that policyholders pay for two kinds
D&R cluded of liability coverage at different rates when they pur-CLAIMS  o \ COMPUTER • Transcontinental, a unit of CNA Financial Corp, chase primary and excess insurance

SYSTEM  5 SERVICES which wrote a $ 10 million per-occurrence and aggre- Premiums for primary wsurance supports more 10-
gate layer excess of $500,000 calized claims adlustment facilities than those of theFOR IBM PC  %3«' 716/741-2693 • Northbrook Excess & Surplus Insurance Co, an excess insurer and takes into account costs of defense,

IDEAL FOR SELF INSUREDS, INSURANCE Allstate Insurance Group unit, which wrote a $15 mil- including legal fees, which the primary insurer nor-
lion layer excess of $10 5 million mally provides, the court said, while the excess insurerCV, AND TPAs SINGLE AND MULTI-USER

• Lexington Insurance Co , an affiliate of American is less frequently confronted with loss possibilitiesVERSIONS AVAILABLE HANDLES UP TO
International Group Inc, which wrote $20 million of a "Since this lS SO, we do not find lt 1nequitable to

100,000 ON UNE CLAIMS $25 million excess of $25 5 million layer require contribution to defense costs from excess in-Use the Insurance • American Excess Insurance Co a unit of Amerl- surers who provide coverage at a lower per-dollar rateALL FUNCTIONS AND STATE FORMS
can Re-Insurance Co, which wrote the remaining $5 than the primary insurer," the court said

INSURANCE SOFTWARE Services Guide to million of that layer The court also found that it was not premature to
• Allianz Underwriters Inc, which wrote a $15 mil- apportion defense costs among the insurers, evenPACKAGES, INC reach your best lion quo:a-share policy, part of a $25 million excess of though claims were still being paid at the time of

$50 5 million layer judgment5118 NORTH 56'H STREET
• Pine Top, which wrote the remaining $10 million "We deem it far more equitable to require appor-TAMPA, FLORIDA 33610 prospects. in that layer on a quota-share basis tionment of defense costs subject to reallocation as ad-

(813) 621-6069 (FL) • Fireman's Fund Insurance Cos , which wrote a $25 ditional claims are paid, as the trial court did here,
(800) 237-8133 (U S) million layer excess of $75 5 million than to require Truck to bear the burden of all defense

Kaiser also purchased an additional $50 million in expenses until all claims have been adjusted "
back-dased liability coverage from the London market On various procedural grounds, the court dismissed
to supplement its existing coverage if the loss ulti- appeals of Allianz, Pine Top and Transcontinental It
mately exceeded $100 million also ruled that Truck was not entitled to prejudgmentRENT-A-CAPTIVES AVAILABLE The major dispute before the court was whether and interest from the excess insurers
to what extent Kaiser's excess insurers had to share An attorney for Truck praised the opinion, although

"THE ANSWER TO THE 1986 TAX REFORM ACT" defense costs with Truck noting that it is not a ma]or departure from the lower-
According to the opinion, Truck exhausted its limits court rulingFINANCIAL TECHNOLOGY INC. on Oct 17, 1980, and although lt notified the excess "We're glad to have the trial court affirmed," said

insurers none agreed to pay the defense costs As a Stephen A MeFeely, with the Oakland, Calif firm of
Consultants specializing in Captives, Risk Retention Groups, result, Truck continued to pay for the investigation Crosby, Beafey, Roach & May
Cash Flow, Self-Funded, Loss Portfolio Transfer Programs, and defense of the claims Robert Schiff, an attorney for Northbrook with the

Truck sued the insurers in October 1980 In March San Francisco firm of Fisher & Hurst, expressed dis-Feasibility Studies, Formation and Management
1983, the trial court, relying on the the 1976 Call- appointment with the decision, but also said it would

1888 Century Park East, Suite 910, Los Angeles, CA 90067 fornia 2nd District Court of Appeal ruling in Aetna not have much impact because it cannot be cited as
(213) 879-3991 Casualt&· & Surety Co vs Certain Underwnters, found precedent

that all of the insurers except Fireman's Fund, whose Attorneys for American Excess, Lexington, Allianz,
layer was not likely to be pierced, were required to Pine Top and Transcontinental were unavailable for
share defense costs on a pro rata basis (BI, March 28, comment .

TEMPORARY CLAIMS ADJUSTING SERVICES More firms buy coverage for outside directorsServicing Claims Interstate In:

Workers' Compensation NEW YORK-More companies vided D&0 coverage in 1986 for cally from the small increases seen
Longshore and Harbor Workers' Act are providing directors and offi- their outside directors, up from last year Directors in non-finan-
Property/Casualty cers liability insurance for their 85% in 1985 cial firms saw a 5% pay increaseC outside corporate directors, but the But, The Conference Board says, during 1986Inside and Field Adusters

average limits purchased has de- "There have been widespread de- In addition, the survey showedClaim Net is not an employment agency, so there is NO FEE creased, a survey says clines in the dollar limits of cover- that many companies also in-FOR PERMANENT HIRING
And, many outside directors re- age protecting board members creased benefits for their outsideC/O/m Net 4330 Barranca Pkwy., Suite 220, Irvine, CA 92714 ceived double-digit pay hikes in against personal loss " directors

(800) 55-CLAIM-CA. Res. 714/857-1232 1986, at least partly in response to The survey also showed that 41% Corporate managements are
increasing legal pressures, accord- of the companies gave their outside very much aware that their direc-
ing to the annual directors com- directors pay increases during tors are shouldering increased re-

For advertising information in the INSURANCE SERVICES GUIDE pensation survey conducted by The 1986 Median annual pay rose 15% sponsibility in a risky legal en-
Contact: Margaret Hikido, 740 N. Rush Street, Chicago. illinois 60611 Conference Board in New York among financial companies and vironment," says Jeremy Bacon,

Telephone (312) 649-5340 According to the survey, 88% of 11% for manufacturing concerns, The Conference Board's specialist
the 928 companies surveyed pro- m both cases, this was up dramati- m directorship practices .
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By LEONARD M. WILSON crease in revenues over the same period For 1 ,*»
example, Marsh & McLennan revenues in-

Special to Business Insurance Profit margins for public
creased $705 million from 1984 to 1986,

470 rPHE COMMERCIAL property/casualty while pretax earnings advanced about $269 brokers may expand slightly
1 J 465 4 1 industry now seems to be on the thresh- million This performance provided incre- in 1987, but there is not
4 460 , old of a new phase Most of the price in- mental pretax profit margins of 38%
»» 455 creases are in place Competition is return- This substantial growth in revenues for in- much left in terms of further
b 450 4 ing to the marketplace-perhaps surance brokers was spurred by the jump in

445 -
4 expansion potential.

4 49'.SP '6'-'P ¢(> r)' 'P * * : · gingerly-but all the signs of change are prices for commercial insurance Top-line
:j
- there growth was sufficiently pronounced as to A

Insurance brokers have enjoyed a substan- outstrip materially the expansion in ex-
tial return to profitability over the past two penses tor Beyond 1987, there is a high probability

Insurance Industry stocks rebounded last years because of sharply rising premium With a likely tapering off in rate increases, that premium rates will have a negative lIn-
week as the Business Insurance stock index rates But as the competition returns to the revenue growth inevitably must slow down pact on revenue growth When that occurs,
jumped 8.3 points to 506.9 on Feb. 12 from industry, the ability of brokers to maintain Admittedly, additional business may be brokers may have difficulty sustaining more
498.6 on Feb. 4. The index had fallen 0.1 or expand their profit written with the greater availability of ca- than a 10% annual growth in commissions
points the previous week. Thirty-seven issues margins will become more pacity, but insurance brokers must contend Incremental profit margins could be negative
rose during the trading period, while 16 de- difficult
clined and 10 stocks remained unchanged. Profit margins hit their - with a narrowing of the gap between the rather than positive

growth in revenues and the growth in COStS Therefore, we have concluded that profit

The largest increases were reported by: Frank trough m 1984 For most  0, 44 As a consequence, the impetus to increase margins for public brokers may expand
B. Hall & Co. Inc., up 14.1%; Aneco Reinsur- brokers, spreads have re- profit margins will lose its momentum slightly in 1987, but there is not much re-

ance Co. Ltd., up 13.6%; Kansas City Life In- covered markedly since C Iz In this new, less hospitable environment, it maining in terms of further expansion po-
surance Co., up 7.5%; USF&G Corp., up 6.8%; then and, Indeed, profit- is uncertain whether profit margins can be tential That general conclusion should be
and The Home Group Inc. and Torchmark ability is almost where lt maintained for the more prosperous public qualified to the extent that a broker with
Corp., both up 6.5%. The largest declines dur- was in the 1970s brokers and whether the laggards can make laggard profitability takes remedial steps to
ing the period were reported by: USLIFE The improvement, up for the lost time and still lift their mar- restrain or cut expenses
Corp., down 6.7%; American General Corp., though, has been uneven Mr. Wilson gins Our comments have dealt with pretax
down 4.3%; Old Republic International Corp., Marsh & McLennan Cos In our view, expense control is the domi- margins The Tax Reform Act of 1986 will
down 4.1%; Fremont General Corp., down Inc, Corroon & Black Corp and Arthur J nant factor for profit margins in a period of significantly lower the tax liabilities of the
3.9%; and Zenith National insurance Co., Gallagher & Co have experienced a pro- more enhanced competition An insurance public insurance brokers Therefore, aftertax
down 3.1%. The Business Insurance stock nounced snap back, while profits at Alex- broker's imbedded expense growth is a func- margins, not usually a benchmark that we
index outperformed the three major market ander & Alexander Services Inc and Frank tion of expansion in the book of business, the apply, will rise Higher aftertax profits will
averages during the trading period. The 8/ B Hall & Co Inc have lagged general inflation rate and programs to up- further serve to inhibit an increase in pretax
index rose 1.7%, while the New York Stock From 1984 to 1986, Marsh & MeLennan's grade staff margins Moreover, the equilibrium rate of
Exchange composite fell 1.1%, the Standard pretax profit margin increased to 28% from A typical public broker can be expected to return to an insurance broker will be ele-
and Poor's 500 average fell 1.4% and the Dow 22%, Corroon & Black posted a rise to 22% increase headcount at an annual pace of 4% vated by the decreased tax liability, some of
Jones 30 Industrials fell 1.2%. from 16%, and Gallagher's margin ]umped to to 5% to service a larger account base The which may gradually be passed on to the cli-

22% from 13% Over the same period, reve- Inflation rate for 1987 and beyond is likely to ent through higher service levels
British,ssues nues for these three companies expanded be- run at roughly 3% Upgrade activity proba- Some contacts within the insurance bro-

1 Week tween 60% to 80% bly can add 3% to 5% kerage industry have suggested that the

Feb 10 Price P/E Div. Yield H*-Low On the other hand, while Alexander & Thus, we calculate basic cost increases at present level of profit margins cannot be
Companies pence pence % pencepence Alexander's profit margins have almost dou- 10% to 13%, with some deviation from that sustained if the industry enters a period of
CommIUnion 321 183 183 57 330-306 bled, they may not exceed 15% in 1986 range depending upon management 1nitia- slower top-line growth and premium rate
Gent Accident 909 151 37 7 41 926-878 Frank B Hall is Stlll suffering from prob- tive competition
Gdn Royal Exch 858 14 1 46 5 54 880-824 lems that have Impeded any recovery in the If a broker wants to remain competitive, As we view it, the test of that thesis will
Royal 939 99 422 45 958-.895

broker's profits we doubt that the rise in expenses can be come in 1988 Unless there is a return to ir-
Sun Alliance 719 160 295 41 740-695

The ability to raise aggregate margins is a held to much less than that range There- responsible price competition, brokers have
Brokers function of incremental profit margins We fore, to maintain profit margins, revenue a reasonable shot at holding onto their pres-
CEHeath 435 124 345 79 444-435 define incremental profitability as the in- growth has to be in a range of 10% to 13% as ent level of profitability
Hogg Robinson 377 14 0 16 2 43 377-369 crease in pretax profits divided by the in- well
JH Minet 277 123 120 43 279-269 Of course, mix of business and diversi- Self Insurer Services
Sedg Grp 308 147 169 5.5 315-308 fication can influence results, and activi-
Stew Wrightion 495 16 8 19 0 38 496-490 Leonard M Wilson, a principal at L F ties that are not susceptible to premium rate Self Insurers Services & Underwriters Inc,
Willis Faber 452 161 155 34 463-452

Rothschild, Unterberg, Towbin m New York, competition can give a broker a cushion has offered an initial 3 million shares of

Source Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Anken Stockbrokers, specializes m insurance brokerage stocks He In 1987, we suspect that revenues will out- common stock to the public at a purchase
London ts a member of the New York Society of pace expenses since premium rates, on bal- price of $10 a unit Each unit contains 10

. Secanty Analysts ance, may be a modestly positive contribu- shares

The Sarasota, Fla-based company manages
self-insurance funds for industry groups and
provides consulting, administrative and

Bl Industry Stock Report
management services to existing self-insur-

February 12, 1987 2/5/87 thru 2/12/87 ance funds

"The capital (raised) from the stock offer-
ing will allow us to aggressively market self-
insurance to the 60% of Florida companies

Brokers Price % Chg P/E $ 0/ % Yld High Low Vol (000) Price % Chg P/E $ 0,v % Yld High Low Vol (000) who by law are required to have workers'
Farmont Finl Inc AMEX 1813 -2 7 14 5 0 00 00 18.25 1813 586 6 compensation insurance, but are not taking

Ale,ander & Alexander Svcs NYSE 2850 4 6 4071 1 06 3 5 26.50 27.13 779 1
Fireman Fd Corp NYSE 36 88 -0 3 157 0 30 0 8 37.75 36.50 1,498.3 advantage of the lower net costs that a self-

Baldwin & Lyons Inc OTC 1900 4 5 154 0 20 11 21.00 19 00* 02
Fremont Gen Corp OTC 1863 -39 00 048 26 18.88 18.25 347.0

Corroon & Black Corp NycE 32 25 4 9 146 0 65 2 0 32.25 31.63 880 5 Gre4t West Life Assurn Co OTC 700.00 0 0 14 4 18.00 2 6 700.00 700.00 00 insurance program offers," said SISU Presi-
Galla9her Arthur J & Co OTC 26.75 5 9 191 0.40 1 5 27.25 25.50 179 7 Home Group Inc AMEX 2063 6 5 33 3 0 00 0 0 20.63 19.63 629.0 dent Robert Kallio
Halt Frank 8 & Co Inc NYSE 18 25 141 00 000 00 16.75 16 GO 590 4 Hanover Ins Co OTC 70.25 0 7 14 9 0.56 0 8 70.25* 69.50 71 0

Wellshire Securities Inc is managing the
Marsh 6 Mclennan Cos inc NYSE 64 75 30 196 1 90 2 9 65.25 64.50 1,622 2 Harleysville Group ing OTC 1613 3 2 10 3 0.32 2.0 16.13 15.25 180 7

Poe & Assoc Inc OIL 12.50 2 0 14 8 0 4C 32 12.40 12.25 23
offering

Hartford Steam Boiler Insptn OTC 61.00 4 3 14 3 1.60 2 6 61.00* 59.75 207 6

Kans City Life Ins OTC 2850 75 110 096 3.4 28.50 27.50 44.6

AGENTS/BROKERS AVERAGE Kemper Corp OTC 3350 -07 133 060 1 8 3500 3350 1,320.8

Liberty Corp S C NYSE 37.00 -2 0 10 6 0.72 1 9 38.50 37.00 27 9 General Re
Conglomerates & Holding Cos.

Lircoln Natl Corp Ind NYSE 49.50 -1 7 11.4 2.16 4.4 49 75 49 SO 729 0

Stamford, Conn -based General Re Corp
Anderson Clayton(Ranger/Panim) NYSE 65 63 CC 88 400 JO 0.00 6 00 00 Mission Ins Group Inc PAC .69 00 00 000 00 4 38 69 9.9

Armci Inc NYSE 838 31 00 000 00 8.38 7.50 1,358 7
Monumental Corp OTC 55.63 00 188 000 0.0 55.63 55.63 11 reported that operating income for 1986 in-
Nac Re Corp OTC 2800 00 00 000 00 28 SO 28.00 230 9

Berkley W R Corp OTC 2900 5 5 160 0 24 0 8 29.00 28.25 1,081 8

Berkshire Hathawdy In< Del OTL 3100.00 0 3 179 8 0.00 0 0 3110 00*3095.00 17
Nobel Ins Ltd OTC 17.00 -2 9 12 8 0.37 2 2 18.00 17 00 63-5 creased 76 1% to $279 1 million from $158 5

CIGNA Corp NYSE 60.63 10 00 260 43 61.50 59 63 1,574 1
Northwestern Natl Life Ins OTC 32.00 4 1 10 7 0.86 2 7 32.00 30.25 616.4

million in 1985

Ohlo Cal Corp OTC 4300 1 2 142 1 50 3 5 43.50 43.00 423 0
MAFIA Corp (CNA, NYSE 56 50 2 7 14 2 0 00 0 0 57.50 55.00 377 0

Net income for 1986 more than doubled to

General Re Corp NYSE 59 50 33 21 7 1 00 17
Ola Rep Intl Corp OTC 31.88 -4 1 12 4 0.78 2 4 33.13 31.75 289 2

60.88 58.00 1,591 9
Orion Cap Corp NYSE 28.88 31 00 076 26 28.88 28.50 50.0 $328 7 million from $135 8

ITT (Harttore Group) NYSE 60 75 21 250 1 00 1 6 62 00* 59 63 4,149 2
Protective Corp OTC 1988 -30 109 0.70 35 20.00 19.50 170 4

Sears Roebuck & Co (Allstate) NYSE 47.25 1 9 13 1 2.00 4 2 47.25 45 SO 5,391 6 The combined ratio for the domestic prop-
Transamerica Corp (Occicental, NYSE 34.50 -4 2 97 176 51 35.25 34.50 1,637 7

Provident Life & Acc Ins Co OTC 2613 05 122 084 3.2 26.38 26.00 596.4 erty and casualty companies was 1033% in
St Paul Cos Inc OTC

CONGLOMERATES/HOLDIAG COS AVERAGE 88 8 0 2
4825 5 5 140 1 76 36 49 50 47.25 1,978 6

SAFECO Corp OTC 5725 22 11.9 1.70 30 57.50 56.75 424 8 1986, compared with 110 8% in 1985
Scor U S Corp OTC 13.00 0 0 26 0 0.00 0 0 13.00 13.00 2991 Worldwide net written premiums in 1986

Insurers Se,bels Bruce Group Inc OTC 1650 31 00 080 48 16.88 16.00 73 0

increased 45 9% to $2 9 billion in 1986 from
Aetna Life & Cas Co NYSE 6' 25 1 2 10 7 2 64 4 3 62 63 61 25 2,111 6 Selective lis Group Inc OTC 22.75 34 105 092 40 23.SO 22.00 159 4

American General Corp NYSE 39 25 -4 3 16 9 1 25 3 2 41 00 39 25 3,155 8 Statesman Group Inc OTC 488 26 00 005 10 4.88 4.63 166.1
$1 97 billion in 1985

Amer, Heritage Lite Invt Co NYSE 43.00 3 0 14 9 1.32 3 1 43.50 42.00 46 Tok,0 Marine & Fire Ins Co OTC 6888 -23 774 017 02 68.88 68.88 67 Aftertax underwriting losses totaled
Amencan Inat> Firl Core OTC 1825 -27 00 112 61 18.75 18.25 11 2 Torchmark Corp NYSE 2888 6 5 106 1 20 4 2 29 50 28 25 1,3151
American Intl Group inc NYSE 66 25 -0 7 16 9 0.25 0 4 66.88 66.00 2,264 6 Travelers Corp NYSE 5038 3 6 11 3 2 28 4 5 50.75 49.00 1,486 8 $103 4 million in 1986

Aneco Reins Lic 07( 313 136 00 000 00 3.13 2.75 348 5 Trenwick Group Inc OTC 1800 001385 000 00 1813 18.00 25 7

Avem o Corp NYSE 3613 3 2 16 0 0 50 1 4 36 13• 35.38 63 1 United Fire & Cas Co OTC 31.00 5 1 146 0 80 2.6 31.00 30.00 12 8

Business Mens Assum Co Awer OTC 2875 36 00 110 38 28.75 28.00 64 0 United States Fic & Gty CO NYSE 45 25 6 8 125 2.32 5.1 45 25 43 25 2,403.7 Arthur J. Gallagher
Chibl Corp NYSE 64 63 1 8 11 5 1 68 2 6 65.50 64.00 1,071 6 Unum Corp NYSE 3013 08 89 040 13 30.13 2963 913 4

Comrinec Intl Corl NYSE 57.75 -0 9 10 8 2.24 3 9 59.00 57.75 369 2 Uslite Corp NYSE 4363 -6 7 11 3 1 20 2 8 45.75 43.63 2121 Arthur J Gallagher & Co of Rolling
Continental Corp NYSE 49.00 3 2 233 3 2.60 5 3 49.25 47.50 1,312 3 Washington Natl Corp NYSE 3050 0 0 139 1 08 3 5 30.88 30.25 69 0 Meadows, Ill, increased its quarterly divi-
Crow, Life Ins Ce OTC 345.00 -2 8 11 9 6.40 1 9 360.00 345.00 {3 Zer,th Nutl 1, I r OTC 23.75 -31 266 0 80 3 4 25.25 23.75 251 2

Durham Ccrp OTC 4250 00 130 136 32 43.00 42.50 19
dend on common stock to 10 cents a share

Farmers Group Inc OTC 4600 57 15 3 120 26 46 00 44 50 1,02/ 2 ASURANCL [CIFU 1:L AVERAGE 13.S 25 from 5 cents a share, as a result of Improved
earnings, announced Robert E Gallagher,

System design Altman Information Systems president and chief executive officer



"Help build tpur propeth, business? 1, perhaps
I# I kneis your marke#: ma@€ toe coaW, uh...

You won't hear that from Zurich-American.What you
will hear are solid ideas on how to help build your
property insurance business.

Zurich-American has special territorial and
account management teams that know about your
marketplace-and know how to help you reach it.
And because we're committed to writing property
business, Zurich-American can help you make the
mostofa wide range of products-from com-
mercial pad<ages to boiler and machinery through
excess property and large lines.

Which is just one more creative approach to
better insurance. And one you can depend on. From
Zurich-American.

ZURICH-AMERICAN

American Creativit¥ Swiss Dependability
ZURICH-AMERICAN INSURANCE GROUP

Zurich Insurance Company · American Guarantee and Uability Insurance Company · Schaumburg, IL 60196

A MEMBER OF THEWORLDWIDE ZURICH INSURANCEGROUP


