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USAIG hikes Pan Am reserves

L‘llu‘ -
after negligence finding upheld
LONDON-U.S. Aviation Insurance
Group now expects to pay up to $470 mil-
lion to families of those killed when Pan

American World Airways Inc. Flight 103 ex-
ploded over Lockerbie, Scotland, in 1988.

Aviation underwriters predict that the
Pan Am loss will be the largest single liabil-
ity loss in aviation insurance history.

Earlier this month, USAIG, Pan Am's

Ieadin? liability insurer, increased the re-
serve from $90 million after a federal ap-
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USAIG reserves $470 million

Continued from page 1

willful misconduct for failing to detect a bomb on board. The Warsaw
Convention liability cap-$75,000 per person-does not apply if mis-
conduct was willful (Bl, Feb. 7).

The $470 million includes $66 million in paid liability claims, in-
cluding settlements for the 11 people 1dlled on the ground in Scotland
and a few of the 244 passenger claims.

USAIG originally set the reserve at $60 million, half for compensa-
tion to passengers' families. A grand jury is investigating whether Pan
Am or its insurers suborned perjury to avoid paying greater damages
to the families (BI, Oct. 11, 1993; Jan. 16, 1989).

USAIG has called a meeting on March 8 in London to discuss the
Pan Am case. The insurer declined to comment.

Insurers fault 'arbitrary’ finding

DURHAM, N.C.-Health insurers are crying foul over a Duke Uni-
versity study that concludes their coverage decisions for a contentious
breast cancer treatment are "arbitrary and capricious."

The expensive treatment fights breast cancer with massive doses of
chemotherapy, but it also destroys bone marrow. After the chemo-
therapy, the patient is injected with a small amount of her own previ-
ously drawn marrow to help regenerate the tissue. The treatment's ef-
fectiveness is unclear, the National Cancer Institute says. But some
doctors say early results show it is promising.

The Duke study found that health insurers covered the cost of the
treatment for 412, or 77%, of the 533 women with advanced or high-
risk breast cancer who participated in 11 clinical studies at Duke
from 1989 through 1992. But about half of those denied coverage
were medically suitable for the procedure, the study found. And, doc-
tom later denied treatment for nearly one-fourth of the women for
whom insurers said they would cover the treatment,S costs.

Dr. John L. Cova, the Health Insurance Assn. of America's medical
technology consultant, called the study's conclusions a "cheap shot.”
He said many participants received care through Duke's clinical trials
of the treatment. Those trials amounted to "uncontrolled research”
because they were not part of the NCI's approved clinical trials. And,
many policies exclude coverage for the treatment at employers' re-
quest, he said.

But the study found that insurers were as likely to cover women in
the Duke clinical trials as those participating in the NCI trials. A
spokeswoman said that Duke must conduct its own clinical trials to
qualify for NCI funding and participation in NCI trials.

The study also says most of the insurers that denied coverage cited
exclusions for experimental tmatment-not for that specific care.

Bill would alter pension rules

WASHINGTON--Sen. Howard Metzenbaum, D-Ohio, is preparing
legislation that would radically change pension plan law.

The legislation, to be introduced next month, is expected to propose
eliminating integration of retirees' pension benefits with Social Secu-
rity benefits.

In addition, the measure is expected to wipe out a non-discrimina-
tion test that now allows employers to exclude a certain percentage of
lower-paid workers from their pension plans.

The measure also is expected to sharply stiffen financial penalties
on employers who violate various rules.

Sen. Metzenbaum's staff isn't disclosing details of the measure
other than to aclmowledge that it will be comprehensive.

Separately, the Treasury Department and Sen. Bill Bradley, D-N.J.,
are preparing proposals that would, among other things, simplify a
wide range of pension compliance rules.

Reinsurer ruling reversed

BOSTON-The MA=Achusetts Supreme Court has reversed a sum-
mary judgment that reinsurers do not have to pay legal expenses in
coverage disputes between direct insurers and policyholders.

The Supreme Court ruled that the meaning of "expenses" in a rein-
surance contract between Johnston, R.l.-based Affiliated FM Insur-
ance Co. and New York-based Constitution Reinsurance Corp. was
ambiguous. The case has been returned to the Superior Court in Nor-
folk, Mass.

Legal expenses in coverage disputes have greatly increased in re-
cent years, largely due to complicated environmental liability cases,
said Alan N. Miller, a partner at Robins, Kaplan, Miller & Ciresi in
Boston, which represents Affiliated.

The suit is a test case that other courts will follow and will deter-
mine whether reinsurers should pay a proportion of the legal costs, he
said.

The American Insurance Assn. filed an amicus brief on behalf of

Affiliated, and the Reinsurance Assn. of America filed an amicus brief
on behalf of Constitution Re.

Temp agency charged in fraud

TALLAHASSEE, Fla.-The owner of Allied Temporaries Inc., an
employment agency, and his business partners have been arrested on
felony fraud charges for allegedly cheating insurers of more than $4
million.

Cedric Bodoh and Allied's 17 oSice managers in 11 Florida cities
are charged with a scheme to deceive insurers about employees' job
descriptions to receive lower workers compensation premiums.

The suspects allegedly falsified or altered corporate records in at-
tempts to conceal their activity.

Arrest affidavits show that Aetna Insurance Co. discovemd the al-

Continued on page 50

— Natural disasters require

federal response: Mineta

By MARK A. HOFMANN

WASHINGTON-The rising cost
of natural disasters demands a
federal response to make insur-
ance more available while protect-
ing the existing insurance system
from cataclysmic payouts, a con-
gressman contends.

The Natural Disaster Protection
Act would give the government
just such a role, says Rep. Norman
Mineta, D-Calif., the measure's
sponsor in the House.

Rep. Mineta made his case for

H.R. 2873, which is the subject of
hearings before a House panel this
week, to a receptive audience at
the Council of Insurance Agents &
Brokers' legislative conference in
Washington earlier this month.

After noting that he began his
career working in the family in-
surance agency in San Jose, Calif.,
Rep. Mineta said the federal gov-
ernment can and should do more
to help in times of crisis.

"The cost of natural disasters
has simply surpassed what present
systems can handle."

Rep. Mineta noted that the
United States generally was not
exposed to natural disasters that
caused more than $1 billion in in-
sured damages until the late
1980s. But in 1992 alone, the in-
sured losses from Hurricanes An-
drew and Iniki approached $20
billion. He added that only weeks
before he addressed the producers'
group, the Los Angeles earthquake
and its aftershocks had caused to-
tal damages as high as $30 billion.

"We need to recognize that

Continued on page 46

lce and snow add to woes

Insured losses limited after most recent winter storm

By RODD ZOLKOS

Few reports of insured damage
are surfacing yet in connection
with the winter storms that raged
through the Midsouth and part of
the Eastern Seaboard earlier this
month.

VWhatever claims do result from
the Feb. 10 and 11 storms, which
dumped heavy amounts of snow
and produced ice storms in some

areas that were the worst in his-

tory, will add to what's already

been a costly quarter for insurers.
However, their impact on the
property/casualty insurance mar-
ket should be limited.

"It's an extra nail-but it's just
an extra nail,” in the insurance
industry's coffin, said Sean F.
Mooney, senior vp and economist
for the Insurance Information In-
stitute in New York. Insurers had
not issued estimates of their losses
from the most recent onslaught by

the end of last week.

But Mr. Mooney cautioned that

Shipowners' renewals reflect lighter losses

even if the first quarter of 1994 is
the costliest first quarter on rec-
ord, the winter weather and Los
Angeles earthquake damages are
not likely -to significantly change
market conditions.

Only a major stock market turn
or another catastrophe on the
scale of 1992's Hurricane Andrew
could cause a market turn, he
said.

The combination of the quake

and the January winter storms are
Continued on page 49

P&1 rate hikes down sharply-

By ADRIAN LADBURY

LONDON-The world's ship-
owners are seeing sharply lower
rate increases as they conclude
this year's renewals with their
protection and indemnity clubs.

Rates for liability coverage
written by the major P&l clubs,
which insure about 95% of the
world's merchant fleet, were
about 7% on average this year,
down from average rate hikes of

Curbing workplace

By SALLY ROBERTS

The owner of a frozen yogurt
store and the manager of the mall
in which it is located learned
firsthand that they can no longer
take a passive role in security.

It was an expensive lesson. The
two firms' insurers recently paid
$12 million to settle lawsuits by
parents of four teenage girls who
were murdered during a 1991 rob-
bery at an Austin, Texas, | Can't
Believe It's Yogurt store where
two oithe girls worked.

Loss control and safety special-

about 16% reported in 1993.

Shipowners primarily are bene-
fiting from lower-than-expected
losses.

Although the number of claims
was up last year, the severity of
claims appears to have leveled off,
underwriters say.

As one club stated in its year-
end annual review, "the last 12

months have been characterized

by near misses rather than disas-

ters.”

$12 million settlement

ists say that this and similar suits
alleging inadequate security show
why employers can no longer hide
their heads in the sand.

"The general mentality that vio-
lence is akin to lightning-that
it's an act of God-serves to add
to the ever-growing number of
people murdered in these kinds of
events," said Joseph A. Kinney,
executive director of the National
Safe Workplace Institute in Chi-

cago.
"What astonishes me in the ser-

The improved claims record, ».
plus the fact that P&l clubs have
raised rates for the last four years
to boost premium levels and re-
serves, means that most shipown-
ers got off lightly this year.

P&l clubs are essentially ship-
owners' mutuals, providing liabil-
ity coverage against the risk of
damage to cargo, injury to passen-
gers and crew, damage to docks
and other facilities, among other

Continued on page 45

violence

stresses need to act

vice sector and these acts of vio-
lence is how utterly preventable
many of them are and how little
employers, insurers and risk man-
agers seem to want to do about it.
There were 1,004 murders in the
workplace in '92. How many do
you want before you deal with
this as a serious issue?"

Too many businesses decide
they would rather take their
chances with a violent occurree
than pay for costly security me:-

Continued on page 44
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When Don Williams fell to the
ground and hit his head dunng a ,
rough one-on-one basketball D .¢*79,
game, he was womed

Although he felt fine, he had
suffered a semous head inlury in a ' - = -
car accident 20 years ago and ’
wondered whether he should see a

d tor abou is fall ] "
Bt 378463 nurse at an "800
number provided by Bellevue,
Wash -based Employee Managed A
Care Corp reassured Mr Wil-

liams, business manager for Port-
land, Ore, law firm Schwabe,

e o Data analysis helping contain health costs

questions, Mr. Williams was told

At/

. PR

llustration by Tony GnM

rmatavisite 2 aecterwas not Grunching claims data helps employers spot quality and cost problems
necessary

"I've been very impressed with By CHRISTINE WOOLSEy Metropohtan Life Insurance Co ' We identified 30 to 35 particu- be necessary The company also
the response," said Mr Williams, of New York lar diagnoses where self-care began offering employees a tele-
who has used the service on sev- mployers that are not As more employers implement would have been appropriate," phone service that helps them de-
eral other occasions as well actively collecting and managed care programs, health said Bruce Kelley, a Mercer prin- termine whether a doctor vislt IS

Telephone health care advisory analyzing health care care claims analysis experts are cipal who works with FBS "The needed
services are just one of numerous claims data to identify offenng to identify the real driv- largest single expense area (for How does an employee benefits
approaches that employers are cost and quality prob- ers of cost and quality problems the bank) was doctor visits for the director decide if a data analysis
taking to reduce their medical lems in their health "l can't imagine trying to run a common cold without bacterial system is worth the investment?
costs by traimng employees to be plans are flymg blmd health care system in multiple infections " “Generally, your CEO decides
more knowledgeable health care In today's era of cost-conscious- states with a number of different The malority of the time, the for you," said Blaine Bos, a prin-
consurners ness and accountability, data health plans without this kind of visits would result in recommen- cipal with A Foster Higgins & Co

The thrust of these programs, analysis can help employers make Information There simply are too dations of patient self-care, hke Inc in New York "If he or she
wnich are generally incorporated more informed decisions regard- many dollars and too many people bed rest But tacked onto those gives you a cost containment ob-
within larger-scale corporate 1ng their health plans But, like involved," said Joe Weissenborn, $45 to $50 doctor visits were a Jective that is difficult to obtain in
wellness programs, is to educate any other health care manage- vp of total compensation for First large number of dollars associated a manner other than cost shifting
employees on health care issues, ment tool, employers should not Bank Systems in Minneapohs with laboratory tests or X-rays to employees or others, you'll need
including the degree of medical expect data analysis to cure all Self-insured FBS began using "The ancillary services in addition this tool to enable you to cut
care that various ailments require. their health care ills CHAMP, a health claims data to the doctor visit accounted for costs "

Is their illness or iniury something "The 1990s has become a data- analysis system marketed by Wil- about one-third of the total ex- Consultants, employers and
they can self-treat at home or does driven decade because of health ham M Mercer Inc, in 1991 pense" associated with that par- data analysts emphasize the value
it require medical attention? If it care reform, the broader apphca- While many employers have ticular diagnosis, Mr Kelley that health care claims analysis
does require medical attention, tion of technology in general and identified high-cost claims-pre- noted brings to evaluating the necessity
should the employee rush to an increasing demands from semor mature births, terminal illnesses Based on that information, FBS and effectiveness of various cost
emergency room or can it be management to quantify (health and transplants-as the key cul- las: month distributed health edu- containment programs

treated during a more leisurely- plan) performance," said Peter prits behind ever-increasing cation matemals designed to en- This is a way to reality-test
and less expensive-visit to a doc- Small, an independent health care health plan costs, FBS found that courage employees and depen- vendor claims, promises and pro-
tor's office? consultant affiliated with Corpo- sometimes it's the little things dents to help themselves m cases grams once they are imple-

Employees tapping these pro- rate Health Strategies, a unit of that require more attention where medical treatment may not Continued on page 11
grams can receive medical infor-
mation on their ailments as well

- oo 0o [t@r@st I @employer=sponsored clinics grows

ing them to ask for less expensive

treatment options. In some cases, By DEBORAH Medical centers are expensive, but ofer employees value
they are also told how much treat- SHALOWITZ COWANS
ment should cost for certain medi- oo productivity cost management,” stated Steve Inc, a health care management
cal problems 2 <, 2 espite the uncertainty However, employer-sponsored Caulfield, a managing director in firm in Troy, N Y : .
"One thing that concerned us a kah’, d over health care re-"medical centers dare not for the fi- the Boston office o illiam M orporate Health Dimensions
number of years ago was the fact %/g ."161 form, more and more nancially timid, costs can be as Mercer Cos Inc "Around the manages 20 medical clinics for 16
that we asked employees to be *Al %28 employers are taking high as several million dollars, ex- country, | see a lot of large em- compames nationwide _
better consumers, but we don't the ultimate step m perts say (see story, page 6) ployers with workers concen- “There was a wait-and-see atti-
give them any information," said managed care oper- Nonetheless, health care man- trated in a couple of places look- tude" about the Clinton health
Clark Sprague, director of group ating their own medi- agement companies say that in- ing at this " plan, agreed Dr Frank Provato,
benefits for AT&T Global Infor- cal centers quitles about forming new em- Interest in employer-sponsored corporate medical director of PHP
mation Solutions, formerly NCR While employer-sponsored ployer-sponsored health centers climcs slowed mght after Presi- Healthcare Corp, a health care
Corp, in Houston medical centers still are few and are streaming in And consultants dent Chnton's health care reform management company in Alexan-
is self-insured, tells its employees such chnics say they can generate popular since picked up, said Dr. Michael "interest is growing," he said
Cont:nued on next page health care cost savings. promote This is an era where every- Hardies, chief executive officer of PHP operates three corporate

employee loyalty and increase thing's up for grabs in health care Corporate Health Dimensions
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Spotlight report
Education

Continued from previous page
precisely what it considers a reason-
able charge for each procedure. If a
provider charges more, the em-
ployee must pay the difference in
addition to the deductible he or she
would normally pay.

A Foster Higgins & Co. Inc. in
Princeton, N.J., served as a consult-
ant.

Todd Connerson, group benefits
manager for employees of The St.
Paul Cos. Inc. in St. Paul, Minn.,
agreed that providing information
to employees is crucial, "The prem-
ise of our activities is employees
don't have enough tools to be good
health care purchasers, and employ-
ers, along with their health plan ad-
ministrators, have a role in trying to

get that information available," he
said.

St. Paul, which has used a num-
ber of health education initiatives
and is planning more, has worked
with Blue Cross & Blue Shield of
Minnesota and Prudential Insurance
Co. of America, as well as with con-
sultant Towers Perrin.

The approach "is an attempt to
get employees' permission to get in-
volved in their own care” as well as
to "try to demystify the pemission
process that is historically left secret
from them,"” said Tom Kalbrenner,
benefits manager at St. Paul,
Minn.-based Waldorf Corp., which
makes recycled box boards and
folding cartons. Waldorf provides
detailed instructions in its summary
plan documents on how workers
can become more involved in the
decision-making process, including
how to talk to doctors.

Managed care is making this ap-
proach more important, said Ronald
Komers, personnel director for Ven-

tura County, Calif. "We've had pro-
grams like this since 1985, but we're
finding that we are shifting our fo-
cus in the light of managed care, in
that doctors are under more pres-
sure to treat some problems them-
selves and not refer to specialists"
while insurers sometimes exert pres-
sure in ways that may not be in the
patient's best interest.

As a result, "employees need to
take a more active role in that pro-
cess," said Mr. Komers, whose pro-
gram was a winner of the 1992 C.
Everett Koop National Health
award granted by The Health Pro-
ject, a consortium of leading US.
corporations, labor groups, academ-
ics, government agencies and pri-
vate institutions.

In addition to toll-free numbers,
scheduled payments and the use of
summary plan documents, other
health educational tools used by em-
ployers include:

+ Health care booklets, which give
consumers a wide array of medical
information as well as advice on
when to go to the doctor for treat-
ment of various ailments and how
they can treat them themselves, if
appropriate.

* Workshops.

= Interactive videos as well as ac-
cess to computer data bases.

= Access to medical libraries as
well as pamphlets and other infor-
mation.

However, employers must make
sure that the information employees
receive is correct.

"You walk a tightmpe here," said
Bernie Reisberg, president of Minne-
apolis-based Goodin Corp., a
wholesale plumbing and heating
equipment distributor that is one of
about 100 companies that belong to
the Employers Assn. Health Buyers
Coalition in Minneapolis. The coali-
tion's insurance program with the
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waste. And streamline processes.
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Big bureaucratic nightmare.

Insurance companies have been

called all kinds of names. With good

reason. Their structures tend to have

everything to do with their bureau-

cracies and very little to do with you.

But not at Continental Risk

Management Services.

Our new customer-focused struc-

ture (the industry's first) puts you at

the center of a team of specialists

and you. Which produces deeper

who are dedicated tO yOUr business.

Claims, loss control, account

management, systems and under-

writing are united under one roof,

which produces constant communi-

cation among each of the disciplines

knowledge of your business. Which

enables us to identify claim trends.

Catch fraud and mistakes. Eliminate

Most importantly, it helps us

well as frustration.

prevent accidents and find ways to

reduce insurance and loss costs as

For more information, write Adrian
Tocklin, President, at 180 Maiden
Lane, NY, NY 10038. Or call us at

212440-3693. And talk to an insurance

company that will actually listen to you.

ftisk faragemenL

01994 Continental Risk Management Services,m

Prudential includes a hot line and a

handbook for employees.

While you do not want employees
running to the hospital with a cold,
"you don't want them to underuti-
lize (health care services), either,”
said Mr. Reisberg, who suffered re-
cently from what he thought was a
cold but turned out to be walking
pneumonia.

But, when properly used, these
programs can save employers
money.

Ray Willis Jr., human resources
specialist at West One Bancorp in
Boise, Ildaho, said the firmm was able
to lower its 1993 health care pre-
mium increase to 10.9% from 13%
the previous year thanks to the
bank's distribution and active pro-
motion of the "Healthwise Hand-
book" self-care manual, which is
produced by the non-profit Boise-
based Healthwise Inc.

Similarly, Schwabe, Williamson's
Mr. Williams said, "This year was
the first year we had no increase in
premiums in our indemnity health
plan, and in prior years, we've had
just terrible experiences. We've had
double-digit increases and had to
raise deductibles.”

While the law firm has done other
things besides intmducing the tele-
phone line and an accompanying
handbook, "l certainly don't think
the...program hurt at all.”

Other employers also can offer an-
ecdotes about their programs' sue-
cess.

Barbara Minton, personnel ad-
rninistrator for Western Newspapers
Inc. in Yuma, Ariz., a newspaper
chain, said her company provides a
schedule of payments and tells em-
ployees they must pay for any
amounts charged above that level
by non-contracted providers, which
is a similar approach to the one
used by AT&T Global Solutions.

The firm has worked with consult-

ing firm Med.Ed. Inc. in Tempe,
Ariz.

One Western Newspapers em-
ployee whose wife delivend a baby
prematurely was able to negotiate
mon than $10,000 from his original
bills from nine providers, Ms.
Minton said. "This guy made a
game of it. He said, 'I'm going to get
them all,’ and he did," she said, add-
ing that once employees understand
they are being charged too much,
"they have no problem just going
out and nailing their doctors and
hospitals."

It is sometimes difficult, however,
to specifically pinpoint the savings
that result from health education
programs, say employers, some of
which point out that health care re-
form will make this analysis even
more complicated.

"l did have a few employees tell
me through conversations that they
had on the (hot line) they were
alerted to see a doctor and some po-
tentially serious illnesses were pre-
vented by early detection," said
Cheryl Buchanan, employee benefits
manager at John Wiley & Sons Inc.
in New York, a publishing company
that works with the Center for Cor-
porate Health in Oakton, VVa., a
Travelers Corp. unit.

Beyond that, it is hard to quantify
any savings from the program, said
Ms. Buchanan, adding that she has
begun an analysis of the program.

Others are trying to assess the
cost-effectiveness of these programs.

Barney Speight, executive vp-
marketing and planning services for
Blue Cross & Blue Shield of Port-
land, OR., said the insurer, along
with other Portland-area employers,
has been involved in a demonstra-

tion project with Rancho Cordova,
Calif.-based Access Health Market-
ing, which features a telephone hot
line. An evaluation of the plan will

take place this summer, Mr. Speight
said. imi
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Health clinic

Continued from page 3
medical centers and 25 clinics for
public-sector clients.

Employer-sponsored medical cen-
ters can "not only save considerable
amounts of money but also are well
received by employees," said Jim
Norton, a consultant in the Stam-
ford, Conn., office of A. Foster Hig-
gins & Co. Inc.

He estimated that a typical corpo-
rate health clinic accounts for 15%
to 20% of an employer's total health
care expenditure. But the health
care dollars spent in the clinic can
represent a savings of up to 25%
over the cost of treatment outside
the clinic, because the corporate fa-
cility can serve as a "gatekeeper"
and direct patients to network-affil-
iated specialists, hospitals and labo-
ratories. Furthermore, because clinic

CEBS

physicians am paid a fixed salary,
they have no financial incentive to
order more tests or office visits than
are really needed, he added.

Many companies that offer health
clinics say they did not build them
specifically to save money.

Southern California Edison Co.
built its first corporate health clinic
in 1903 to serve a niral population
that did not have access to adequate
health care, said Margaret Jordan, a
vp in the company's Rosemead, Ca-
lif., headquarters.

The utility built seven other elin-
ics for the same mason, she said.
Last year, though, CalEdison closed
three of them because not enough
employees were using the clinics.

The company is continually evalu-
ating the cost-effectiveness of oper-
ating the remaining clinics, she said.

Harden Furniture Co., a furniture
manufacturer with 434 employees in
rural McConnellsville, N.Y ., ex-

panded its corporate medical center
in 1991 from just providing occupa-
tional medicine to offering a wider
range of medical services because
the rural population did not have
access to quality medical care, noted
Nancy Taylor, director of human re-

"We didn't get into this to save
money," she said. "We got into this
to provide a service to employees."
However, "my gut feeling is we are"
saving money on health care.

Harden's clinic offers free care to
employees and their dependents.
While its primary function is to pro-
vide occupational medicine, it offers
a wide range of primary care ser-
vices, including checking patients
with colds, flu or rashes, and con-
ducting physicals.

Employee reaction to the clinic
has been ectremely positive, Ms.
Taylor said.

Detroit Newspapers has set up

No One Else
1leps DEBS

The Standard of Excellence

in Employee Benefits.

two corporate medical centens in the
past year, according to Randy Alli-
son, benefitshisk manager. "l can't
say enough good things" about
them, he said.

The centers were set up so the
company could have fast, quality re-
sponses to on-the-job injuries, Mr.
Allison said. In addition to provid-

, ing occupational medicine, though,
the clinics offer primary care, well-
ness plngrams, hearing programs
and CPR training. About 42% of
visits to the clinic am not job-re-
lated, he said.

Detroit Newspapers employs more
than 4,000 people. The two centers
average a total of 700 visits per
month. The centers do not serve de-
pendents. The only problem the
company has encountered has been
"keeping up with employee de-
mand" for expanded services, Mr.

Allison said.

Many employers that offer medi-

The Certified Employee Benefit Specialist (CEBS) program consists

of ten college level courses and exams that cover all areas of

employee beneftts.

i Cosponsored by the International Foundation of Employee Bene-
fit Plans and the Wharton School of the University of Pennsylvania.

The most widely known and highly respected certification in

benefits-nearly 5,000 individuals have been certified since 1980.

| Classes available at over 100 colleges and universities.

| Courses qualify in most states as continuing education credit

for many attorneys, CPAs, CFPs and insurance professionals.

No one else offers this program! Send for a free catalog.
Call, write or fax the CEBS Department:

International.Foundation

18700 W. Bluemound Road

Post Office Box 1270

Brookfield, WI 53008-1270

Telephone (414) 786-6700

Fax (414) 786-6647

cal centers use an outside firm to
manage their clinics, citing in-
creased efficiency, a perceived im-
provement in confidentiality and
less liability.

Occupational Health Resources, of
Albany, NY., manages Harden Fur-
niture's clinic. Corporate Health Di-
mensions manages Detroit Newspa-
pers' clinic.

CalEdison runs its own clinics. Li-
ability "really isn't a very serious is-
sue" because typically these clinics
provide simple primary care, not
care with potentially major liability
problems, said Mr. Norton. O

Employer-sponsored
medical centers

can be expensive

While cost estimates vary de-
pending on the size and location of
employer-sponsored medical cen-
ters, one thing is certain: They are
expensive.

A company can typically start
one for about 5% to 10% of a single
year's health care expenditures, es-
timated Dr. Frank Provato, senior
vp and corporate medical director
of PHP Healthcare Corp., a health
care management firm in Alexan-
dria, Va.

Most employers spend $1 million
to $2 million for a fully equipped
medical center of about 8,000
square feet, he said. A center of this
size typically would employ two to
three full-time physicians and other
support staff.

A fully equipped primary care
medical facility of 8,000 to 10,000
square feet can be built for $100 to
$110 per square foot, estimated Dr.
Michael Hardies, chief executive of-
ficer of Corporate Health Dimen-
sions Inc., a health care manage-
ment firm in Troy, N.Y. Most com-
panies invest in the buildings them-
selves, he said. Since many medical
centers are on Corporate campuses,
utilities and other ongoing costs of-
ten are absorbed by plant facilities.

About 30% to 40% of companies
lease the medical equipment, Dr.

Hardies said.

-By Deborah Shalowitz Cowans

Hershey doesn't bite
at health center idea

HERSHEY, Pa-Employer-spon-
sored medical centers can offer ad-
vantages, but after considering the

concept, one major employer opted
not to build a health clinic for sev-

eral reasons.

"With all the changes taking
place in the health care area, a
clinic model would potentially be
very restrictive to us" in addressing
changing health care needs, said
Rick Dreyfuss, director of executive
compensation and employee bene-
fits for Hershey Foods Corp.

Two years ago, the company con-
sidered building a medical center.
Hershey at the time already em-
ployed two physicians full-time to
practice occupational medicine,
provide wellness programs and co-
ordinate employees' health care
with local physicians.

Beyond that, though, "we just
di(in't want to get staffed up.”

Furthermore, Hershey discovered
through employee surveys that gen-
erally "employees are very well es-
tablished in their doctor relation-
ships,"” Mr. Dreyfuss said. This dis-
covery figured into Hershey's deci-
sion not to build a corporate health
center.

"It's easy to quantify what the in-
vestment would be,"” he concluded.
"It's hard to quantify what the re-

turn would be.”

-By Deborah Shatowitz Cowans
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A good call for employers

T) ENEFIT MANAGERS SHOULD pay close atten-
D tion to those commercials for a discount clothing
chain that proclaim: "An educated consumer is our
best customer.”

Corporate benefit departments would be well-served
to adopt a similar slogan: "An educated health care
consumer is the best patient.”

The average American's knowledge of how the
health care system works is shockingly low. Can the
average Joe (or Jo) really distinguish among UR, HMO,
PPO and POS? Do patients really know what they are
buying when they visit their physician or check into a
hospital? And, perhaps most importantly, do most
Americans know when it is time to see a doctor about
a health problem?

That last question is intriguing because the debate
over universal health care coverage is for naught if
people do not receive treatment when they need it. Ig-
noring a problem can lead to higher health care costs
as a condition that is easily treated in its early stages
becomes more serious-and much more costly to
treat-as care is delayed.

While utilization review has greatly reduced the
amount of unnecessary care provided by hospitals and
doctors, there still is much waste to be trimmed from
the health care delivery system. Consider, for example,
the mother who takes her child to a hospital emer-
gency room late at night because of the child's persis-
tent cough. The child may need to see a doctor, but not
in an ultra-expensive hospital setting.

While many companies hold lectures and distribute
literature about the need for employees to make wise
health care choices, those messages can go unheeded.
Even if a worker listens to the lecture or reads the
booklet, will he or she remember the salient informa-

tion when illness strikes?

We congratulate employers that have taken another

step to give health care information to employees when
they need it the most. These companies contract with
services that allow an employee to call a health care
adviser, usually a nurse, to determine whether the em-
ployee needs to see a doctor, should go to the emer-
gency room or should simply treat his or her ailment at

home.

How many times have you wondered whether to see
a doctor?

Any cost-efficient steps employers can take to help
workers make correct health care choices are likely to
pay off in the long run. While benefit managers must
scrutinize the cost of any addition to their health care
plan, they should definitely investigate the advantages
of giving employees health care information when they

need it most.
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Letters

Why not make

To the editor: | have followed with inter-
est the letter exchange relating to risk re-
tention groups and captives between Wil-
liam McCartney and Donn Mclreigh (Bl,
Feb. 7; Jan. 24; Jan. 3). While both make
valid points concerning risk retention
groups, solvency and state regulation, | be-
lieve their focus and energy are misplaced.

We would like to suggest that a more
productive approach would be for the Na-
tional Assn. of Insurance Commissioners to
offer states that ability to obtain a "certifi-
cate of specialization” in the regulation of
captive insurers and risk mtention groups
as part of the NAIC's accreditation pro-

A strong parallel exists between a state's
accreditation and a doctor who passes a
medical exams. Both have become "gener-
alists." Yet, if the doctor wants to become
a specialist and practice in a unique area
of medicine, he or she must undergo fur-
ther training.

Currently, the NAIC, to my 1cnowledge,
offers no specialized education or training
in the regulation of captives, risk retention
groups or any other alternative risk financ-
ing mechanism. This seems particularly
short-sighted in light of changing eco-

Business Insurance welcomes let-
ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We witt not
publish unsigned letters. Send
your comments to Letters to the
Editor, Business Insurance, 740 N.
Rush St., Chicago, 111. 60611-2590.

captive regulation certifiable?

nomic realities that attest to the continued
growth of alternative risk financing mech-
anisms.

As applied to risk retention groups, the
certificate of specilition makes particu-
lal' sense. Even though risk retention
groups would not be required to be domi-
ciled in states having an NAIC certificate
of specialization, a process of natural selec-
tion would, in all likelihood, draw risk re-
tention groups to such states. The 1mowl-
edge that a state held a certificate of spe-
cialization would provide other states in
which risk retention groups were operat-
ing, as well as group members and poten-
tial claimants, a degree of assurance that

the current NAIC accreditation program
does not afford.

Rather than forcing alternative risk
funding mechanisms into a precast mold
established for traditional programs, all
the while mindlessly chanting the solvency
mantra, we should acknowledge the
unique ability of these specialized entities
to respond to our changing economic
world, model regulation that follows suit
and require regulators to rise to the occa-

Karen Cutts

Managing Editor

The Risk Retention Reporter
Pasadena, Calif.

Liquidation rules warrant a hard look

To the editor: The largest unregulated
segment of the insurance industry is about
to revamp its own rules, and the insurance
industry should beware.

I am talking, of course, about the insur-
ance liquidation industry. Since the liqui-
dator in most instances is a state insurance
commissioner, the business of liquidating
insurance companies has no regulatory
oversight. Furthermore, the liquidators are
the ones who formulate the model legisla-
tion governing their own activities as liqui-
dators. No other segment of the insurance
business has such sweeping control of the
rules of conduct affecting its own activi-
ties.

Now, the liquidators are about to adopt
a new model act that will effectively solid-
ify the control of liquidators over their
own conduct and further insulate them
from regulatory oversight. What is espe-
cially striking about this prospect is the

relative lack of interest by the rest of the
insurance industry in the consequences of
such action. The National Assn. of Insur-
ance Commissioners' Liquidators' Task
force has received numerous comments on
the minutiae of its 100-page-plus model
act, but not one trade association, insur-
ance company or guaranty fund has raised
any significant objections to the proposal's
deficiencies in such areas as access to in-
formation, due process for claimants, con-
flicts of interest or the concept of liquida-
tom regulating themselves.

Considering that it is largely the insur-
ance industry that will have to pay for any
abuse, corruption or inefficiency in the lig-
uidation process, this lack of interest will
have a definite adverse financial effect on
theindustiy. It is time to pay attention.

Peter H. Bickford

Bickford, Hahn & Haley
New York
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At The Travelers we realize the
contribution your company’s
employees make. This 15 why we
help our customers reduce loss costs

by fdcusing on the human side.

Through our innovative
program of injury prevention, we
work with you to cut down on
claims and costs by keeping your
employees healthy and on the job.
For one customer this helped cut
accidents by 50% —and saved
$1.5 million in the process.

We also place an emphasis on

- getting your people back to work
quickly—accelerating claim response
time while managing the quality
and cost of medical care.

Our commitment to reducing
loss cost is just one of the reasons
we maintain a consistent 95%
retention rate among our large
commercial accounts.

Even though we've helped save American business over
$300 million, we know that most accidents cost more than money.

All backed by 130 years of
experience and the understanding
that for each employee under
America’s umbrella, any accident
is one too many.

TheTravelergj'f
Insurance Companies

©1 i iliates, 4, CT 06183.
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Spollight report

Easing the pain of benefit cost=shifting

Pay-related plans make contributions more equitable

By SALLY ROBERTS

ettang medical deduct-

percentage of employees

ers are making the bitter
pill of cost shifting a little easier for
employees to swallow.

For employers, pay-related
plans-typically set at 0.5% to 4% of
employees' annual salary-are a way
to increase employees' medical bene-
fit contributions more equitably by
having highly compensated employ-
ees bear a relatively larger share of
the costs than lower-paid workers.

An extra benefit is the automatic
increases in contributions under
pay-related prOgms, which elimi-
nate the need to continually tell em-
ployees their contibutions are going
to rise.

"It's hard to go to a $20,000-a-
year salaried employee and say,
"You've got to pay a $300 deduct-
ible '. when they are used to paying
$100, said John Hickey, a partner
with Kwasha Lipton in Fort Lee,
N.J.

"Deductibles are one of the most
emotional terms in benefits,” said
Raymond Macknowski, manager of
benefits design at Avon Products Inc.
in New York, which implemented a
pay-related flexible benefits prvgram
in July 1992. Pay-related plans
"move with time" so employers don't
have to constantly tell employees
their deductibles and out-of-pocket
limits are increasing.

With a pay-related program, low-
er-paid employees often make about
the same contribution as before,
while higher-paid employees could
pay substantially more.

Highly compensated employees
tend to save employers money, con-
sultants say, though the savings are
nominal. One reason for this is that
some companies have fewer highly
compensated employees compared
with the number of lower-paid em-
ployees

Cost containment is just "an ele-
ment added to the equity issue," said
Bob Braddick, a principal with A
Foster Higgins & Co. Inc. in New
York. A pay-related plan "mallocates
the responsibility of who pays It's
not affecting the cost of services"
and "it doesn't save a lot of money."

Xerox Corp., one of the pioneers of
pay-related plans, didn't save lots of
money when it implemented a m-
vised indemnity plan a decade ago.
However, the pay-related program
"provided a compmhensive benefit
design that will work for a long pe-
riod of time without having to go
back and torturously tinker with
cost-sharing," said Patricia
Nazemetz, director of benefits for the
Stamford, Conn.-based office equip-
ment manufacturing giant.

Xerox employees' deductibles
equal 1% of annual salary and the
company caps out-of-pocket costs at
4% of pay.

Prior to implementing the pay-re-
lated plan, employees enjoyed first-
dollar coverage and a $100 major
medical deductible. It came to a
point in the early 1980s when "we
just couldn't afford" to continue pay-
ing the medical claims, Ms.
Nazemetz said.

While the plan did not save Xerox
much money, it helped employees
become "wiser consumers," she said.
1Before, instead of going to their phy-
sician's office for primary care, em-
ployees went to the emegency room,
which costs quite a bit mole.

The plan also "sets up the dynamic

for employees to consider managed
care alternatives"” where them are no
pay-related indexes, she said. In
1983, 11% of Xerox's employees
were eniolled in the company's
health maintenance organization.
Now, about 75% of the companis
50,000 employees are enrolled in
managed care.

At first, the plan was not "happily
received"” by employees, Ms.
Nazemetz mcalled. 'They liked hav-
ing the first-dollar coverage in a
fee-for-service plan." However, after
explaining the need to introduce
cost-sharing and the pay-related
plan, they thought it "seemed fair."

While Xerox employees' deduct-
ibles and out-of-pocket limits have

not changed since the plan was im-
plemented, other employers are mod-
ifying their plans because the overall
cost-of-living is not rising as fast as
medical costs.

One employer, which implemented
its pay-related deductible program
in 1983, based deductibles on 1% of
employees' pay and capped it at
$500, said Domenick Ciarniello, a
plincipal with Willinm M Mercer
Cos. Inc. in New York. That cap was
recently raised to $750 because mom
and more employees were hitting the
cap.

The $500 deductible cap and
$1,000 out-of-pocket cap for Smith
Barney, Shearson Inc. employees will
most likely increase in the future,

predicted Lawrence Dorfman, senior
vp at the New York-based invest-
ment brokerage that is owned by
Travelers Corp. Raising the caps is a
function of medical-cost inflation,
cost-of-living incmases, pay raises
and claims experience, he said.

The pay-related plan, which was
implemented when Smith Barney
acquimd the asset management and
retail businesses of Shearson Leh-
man Bros. last July, currently places
employees into five brackets, de-
pending on their annual base SalAry,
commissions and bonuses, Mr. Dorf-
man said.

At the low end, employees malung
$25,000 or less pay a $200 deductible
and have a $400 out-of-pocket limit.
At the high end, employees making
$150,000 or more pay a $500 deduct-

ible and have a $1,000 out-of-pocket
limit.

This plan was devised strictly as
an issue of equity, with the under-
standing that lower-paid employees
tend to not be able to afford large
contributions, Mr. Dorfrnan said.
Smith Barney, Shearson came up
with a 75/25 medical cost split objec-
tive in which employees am respon-
sible for the latter. The 25% is an
average; higher-salaried employees
pay more and lower-paid employees
pay less.

"Higher-paid employees are m a
better position to absorb more de-
ductibles and out-of-pocket ex-
penses,"” Avon's Mr. Macknowski
said.

To pmmote "equity, flexibility and
diversity" among its employees,
Avon implemented a flexible bene-
fits program that is tied to employee
pay, he said-

Continued on next page

It's hard to find the responsiveness you need
| with some case management services.
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How Xerox sweetened

a bitter cost-shifting pill

Maior medical
deductible 1994

Major medical
deductible 1983
(across the board)

C Salarys

(1% of salary)

Administrative

e $25,000 $100 $250
Design  $50,000 $100 $500
Engineer
Vice President- $100,000 $1OO $1,000

oduct development

GRAPHIC BY JERRY PARKS

Continued from previous page

About 6,500 Avon employees re-
ceive flex dollars to choose a variety
of coverage options. The flexible
dollar formula is based on a flat
amount, plus $20 for each year of
service, plus 0.7% of salary. Em-
ployees then use the money to
choose one of four flex options that
have diffenent pay-related deduct-
ibles and out-of-pocket maximums.

Employees can choose between: a
0.5% deductible and 3% out-of-
pocket plan; a 1.5% deductible and
5% out-of-pocket plan; a 2.5% de-
ductible and 7% out-of-pocket plan;
and a 5% deductible and 10% out-
of-pocket plan. The minimum salary
is set at $25,000 and the maximum
at $100,000, he added.

"The bottom line is, how much
are you willing to self-insure?" Mr.
Macknowski said. Someone who
makes $100,000 a year and doesn't
use the plan frequently might opt
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for the 5% plan or the least expen-
sive plan and pay a $5,000 deduct-
ible and $10,000 out-of-pocket limit.

Employees' premiums range from
about $500 to $3,000, depending on
which option they choose, he said,
adding that the 0.5% plan is the
most expensive.

While saving money wasn't the
"driving element, it certainly was
one of the outcomes,"” Mr. Mac-
knowski said. "Whenever you drive
employees to less expensive options"
there are savings.

Pay-related health care plans are
not for everyone, consultants say.
Typically, they are implemented in
larger companies that have a variety
of salary levels.

A couple of years ago, about 8%
to 9% of large employers had pay-
related deductibles, Foster Higgins'
Mr. Braddick said. According to a
mcent health care benefits survey by
Foster Higgins, 15% of large em-

Clients appreciate the speed and efficiency of
this CNA case management team.

On December 12th, the wife of a

terminally ill patient called.

She was concerned that an extension of his hospital stay
wouldn't be approved and that she couldn't take care of him
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The same evening a nurse arrived.

She comforted the
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needs personally in dealing with

the approvals. It' s great

{ to see how efficiently CNA's Case Management System works.

Yours truly,
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Diane Lainpe
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Insurance companies can make promises, but ifs the people
who keep the commitments. And the people on CNKs case
management team, like Nancy Hicks, Robin Nash, Sally
Wallin, Bill Kettlewell and Breneda Williams understand
the importance of responding pemptly They know that
this kind of responsiveness makes the difference beeen
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or broker, oryour CNA representative.

CNA

For All the Commitments You Make®
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ployers-those with at least 10,000
employees-now implement this
type of plan for major medical de-
ductibles.

Some large employers may not

like this strategy because of the cul-
tural environment. Some view medi-

cal benefits as a tax-free benefit and
an act of generosity toward employ-
ees. Those that make more money
generally have more value to their
benefits, including more life insur-
ance, disability insurance and bigger
pensions. A pay-related plan "goes
in the opposite direction."

One thing that should not inhibit
an employer from basing health
plans on salaries is administration,
which is relatively easy due to auto-
mation, consultants say.

"Administration is not an issue™
anymore, said Mr. Hickey, adding
that confidentiality is. "Another
group of people must know how

much everybody makes." /707

Data

Continued from page 3

mented," explained Howard Tarre,
a consultant with Kwasha Lipton
of Fort Lee, N.J.

"We continually monitor the ef-
fectiveness of our managed care
networks in various states" through
detailed data analysis, said Mr.
Weissenborn of PBS. "The reports
tell us the cost per employee in var-
ious locations and various pro-
grams. So far, it hasn't resulted in a
specific, massive program change.
But as a result of monitoring these
costs over the last two years, we've
pushed more aggressively to put in
managed care. From the data, it's
very clear we are getting rewarded
in locations where we have a gate-
keeper system."

Employers can use data analysis
to determine whether the latest cost
containment service in vogue is
right for them.

"It's of far more value to a com-
pany to know whether a prescrip-
tion drug mail-order program that
sounds attractive is the thing to do
based on (the company's) own
data," Mr. Tarre said. "AnNnd, it's
much less disruptive to examine
whether you need a specific pro-
gram than to put in the program
and then evaluate whether it
worked.”

The key to data analysis is its
ability to help employers truly pin-
point their cost containment efforts.

"Anything else you use is just a
shotgun approach: Some bullets
will stick, some won't. Data analy-
sis allows you a rifle shot approach:
You can pick out and then hit your
target,” summed up Foster Higgins'
Mr. Bos.

In addition, the leading data con-
sulting firms offer employers access
to large comparative claims data
bases so individual companies can
ascertain whether their experiences
or costs are out of line with those of
similar health care payers.

A number of cornpanies offer
self-insured employers and other
large purchasers this sort of access.
Among the leading firms that pro-
vide health care data analysis sys-
tems and consulting services are:
MEDSTAT Group Inc. of Ann Ar-
bor, Mich.; Corporate Health Strat-
egies, a unit of Metropolitan Life
Insurance Co. of New York; and
William M. Mercer Inc.

While other vendors and consult-
ing firms also conduct health care
claims analysis, benefits experts
agree these three companies are the
largest.

Another firm, National Health
Management Inc., with offices in
Chicago and San Diego, also col-
lects and analyzes health care

Continued on next page
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Spotlight report
Data

Continued from previous page
claims data, but has a strong em-

phasis on managed care plan infor-
mation.

Most of these vendors offer em-
ployers two ways to access their
own health care claims data, as well
as large quantities of data from
other clients for comparison.

Employers can license the ven-
dor's software so that they have ac-
cess to the program on their own
personal computers and can manip-
ulate and pull data for reports

whenever they choose.

Or, for employers that may not
have the time or resources to use
such a system, the vendor or con-
sultant can analyze the data. The
firm will meet with the employer
periodically to provide baseline as-
sessments of their health care pro-
grams, help them target problem ar-
eas and monitor the success of any
intervention.

The cost of contracting with one
of these firms varies considerably
based on the size of the employer
and the complexity and number of
health plans it offers. Most experts
say employers interested in high-
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profit

'These systems are used to drive more intelligent

health care decision-making on issues that relate

to cost, access and quality,' says Peter Small. '1

can't promise benefit costs will decrease, because

| don't know what your data will show.'

level data analysis must spend
$50,000 to $200,000 each year.

Very few large, self-insured em-
ployers want-or need-to invest
big bucks in setting up their own in-
ternal health care claims analysis

system. Most data consulting firms
provide various levels of serAce de-
pending on how involved with the
system an employer wants to be.
"We see a lot of employers rush
right into a huge mainframe system.

VWHOY (FALCULAI ING YOUR MEDHAL
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But really they should put the
brakes on and scope things out be-
fore they jump in and spend re-
sources they don't have to," said Dr.
Jack Mahoney, a consultant with
Hewitt Associates in Rowayton,
Conn.

Some employers, for example,
may find they don't need a lot of
highly detailed claims reports and
that the standard claims run reports
supplied periodically by their health
insurer or TPA are enough. Those
reports typically provide employens
with aggregate health care plan
facts, like the number of births in a
specific plan year.

But that data is not always sum-
cient to answer benefits managers'
questions about their health plan
performance, consultants say.

"With standard claims reports, the
problem is you need lots of meehan-
ical data manipulation and inter-
vention to make the data meaning-
ful,” said Kwasha Lipton's Mr.
Tarre.

Larger employers are better able
to reap rewards from intense health
claims data analysis. They should
seek out a data analysis system that
is sophisticated enough to handle
clinical information from group
health providers, as well as accept
data pertaining to workers compen-
sation or disability programs.

Data consulting firms say an em-
ployer should have at least 500 em-
ployees to undertake the simplest
data analysis. Most of the leading
vendors agree that more credible re-
sults are derived by larger cornpa-
nies-those with 5,000 or more em-
ployees-that use data analysis to
generate more detailed information.

Taking data analysis to a higher
level means paying more attention
to the quality of the initial data col-
lected.

As a finst step, all employers have
to provide data consulting firms
with complete health plan enroll-
ment and eligibility data. That may
involve collecting data from multi-
ple sources, including the claims ad-
ministrator and any other health
plan vendors involved, like utiliza-
tion review firms or managed care
networks. Employees' and depen-
dents' age, sex and other demo-
graphic information must be in-
cluded, as well as the locations and
types of health care providers that
treat health plan members.

Once that information is collected
it has to be "scrubbed"” to make sure
it's complete and accurate.

"About 90% of the tapes we re-
ceive require initial or ongoing work
to figure out why data is reported
the way it is," said James Connor, a
Mercer associate in Deerfield, Ill.
The process can take anywhere from
90 to 120 days.

"We haven't found any two plans
that use the same data reporting
format, so when we transfer data
onto our system we have to do so

very carefully,"” said Iris Masotti,
president of National Health Man-
agement Inc., a data consultant with
offices in Chicago and San Diego.

Employers can help their data
consulting firms by requiring their
TPA, insurer or other health plan
services vendor to provide timely
and accurate data as part of their
contract agreernent.

After the data is collected and
cleaned up, a baseline is established
from which to compare an employ-
er's future health plan experience
and track trends over time.

Consultants stress that health care
claims analysis won't result in
health plan savings overnight.

"These systems are used to drive
more intelligent health care deci-
sion-making on issues that relate to
cost, access and quality," Mr. Small
said. "l can't promise benefit costs
will decrease, because | don't know
what your data will show." Eli
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Prescription drug costs garnering attention

By RODD ZOLKOS

ith prescription
drug costs rising
far faster than
other medical
benefit costs, the
Nnation's Big
Three automak-
ers are looking to managed drug
plans in hopes of slowing the price-
hike tide.

General Motors Corp., for exam-
ple, had a total U.S. health care bill
of $3.7 billion in 1992, with pre-
scription drugs representing 15% of
that amount-or more than $500
million.

"Prescription drugs represent the
single fastest growing component of
our overall health care bill," a GM
spokesman said. "From 1990 to
1992, we saw annual increases of
over 20%. So the new national net-
work is an effort to help control the
spiraling costs.”

Under the plans implemented by
GM and the other automakers since
late last year, health plan partici-
pants now have their prescriptions
filled at pharmacies belonging to
authorized networks. Those choos-
ing to fill prescriptions elsewhere
will pay a pmrnium

"A critical decision's been made
by the autos, and that's for a uni-
form acceptance of drug (preferred
provider organizations) as the choice
for their drug delivery program,”
said John Gardynik, vp of the
Ford/United Auto Workers service
unit of ValueRx.

ValueRx, the Bloomfield Hills,
Mich.-based unit of Value Health
Inc. of Avon, Conn., was selected by
Ford Motor Co. to run the prescrip-
tion drug plan for Ford's 275,000
union employees, retirees and de-
pendents.

The automakers are willing to re-
duce their workers' access to phar-
macies for cost reduction, he said.

And the autoworkers are willing
to make that sacrifice to help the
carmakers get a handle on drug
costs.

"We understood from General
Motors in particular that the pre-
scription drug area was one of the
fastest-growing areas in terms of

costs," a UAVW spokesman said.

"The cost of medical care has a di-
rect impact on our collective bar-
gaining. We're certainly not un-
aware of the burden it places on the
corporation.”

GM hired PCS Health Systems
Inc. of Scottsdale, Ariz., to run its
prescription drug plan for the com-
pany's 400,000 hourly employees,
retirees and their dependents in the
state of Michigan.

Medco Containment Services Inc.
in Montvale, N.J., a subsidiary of
Rahway, N.J.-based Merck & Co.
Inc., got GM's nod to manage the
drug program for salaried employ-
ees in Michigan and the remainder
of its employees nationwide, bring-
ing the total number of GM health
plan participants under managed
drug plans to about 1.3 million, the
automaker reported.

PCS also won sizable shares of
the prescription drug programs of
the other two major U.S. automak-
ers. It was selected to manage pre-
scription drug plans for 120,000
Ford salaried employees, retirees
and dependents, and 300,000
Chrysler Corp. UAW employees, re-
times and dependents.

"We think that it gives us an op-
portunity to utilize our relationships
with our network to achieve some
real cost savings for the automak-
ers," said Robert C. Johnson, PCS
chairman and chief executive offi-

cer.

Big Three automakers focus cost control on drug plans

The Health Care Services Inc. di-
vision of Diagnostek Inc. in Albu-
querque, N.M., will provide mail
pharmacy services for Chrysler
workers and is expected to provide
similar services under the Ford-Val-
ueRx agreement.

Clearly, the contracts are moti-
vated by a desire to realize health
plan savings.

"Certainly, in our instance, Ford
is anticipating a cost reduction to
their current program,” ValueRx's
Mr. Gardynik said.

The GM spokesman said the auto-
maker expects significant savings
but wouldn't say how much.

The prescription drug plan ven-
dors have indicated they expect to

bring savings to the automakers
through clinical pharmacy services,
disease management and improved
drug use.

The services they'll provide to the
automakers' health plans include
formularies, rebates and claims pro-
cessing, and drug utilization review.

Mr. Gardynik stressed the impor-
tance of the drug utilization review
process in producing savings for
Ford. Them am three stages of UR,
he said: prospective, concurrent and
retrospective.

The prospective drug UR revolves
around developing profiles of physi-
cians' drug-prescribing habits and
educating the physicians where nec-
essary. ValueRx maintains a staff of

clinically trained pharmacists who
visit physicians' offices when they
recognize situations such as routine
prescribing of cholesterol-lowering
agents when diet therapy might be a
preferred first option.

Concurrent drug UR involves
screening patients for possible drug
interactions and the like, "so we
avoid problems before they ever
happen," Mr. Gardynik said.

Retrospective drug UR analyzes
patients' drug use to identify prob-
lems that might result. For example,
a patient who is receiving ulcer
medication might also be taking ar-
thritis medication that may cause
ulcers, Mr. Gardynik said.

Drug utilization review provides
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"an opportunity to influence pre-
scribing patterns and make sure the
most appropriate therapy and the
most cost-effective therapy is really
what's being dispensed," PCS' Mr.
Johnson said.

With the number of plan partici-
pants included under the managed
drug programs, the plans' formular-
ies-lists of drugs that weigh qual-
ity, efficacy and price-represent
another potential area for savings.

The formulary considers patented
drugs, those available under several
brand names, generics and former
prescription medications that are
now available over the counter. It
organizes drugs according to the
conditions they addiess, notes drugs
of choice and ranks the range of
drugs by cost.

In bargaining with drug manufac-
turers, prescription drug plan ven-
dors seek discounts in ex-

Continued on next page
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change for making the drug the
formulary's drug of choice.

While physicians are free to pre-
scribe any drug, the pharmacist
may suggest drugs with the same
chemical makeup but lower cost.

Although the plans are predi-
cated on reduced access to phar-
macies, lack of access doesn't ap-
pear to be a problem, the UAW
spokesman said.

The drug plan agreements re-
quire the vendors to list partici-
pating pharmacies within a
three-mile radius of a partici-
pant's home, he explained.

The most obvious problem re-
sulting from the managed drug
plans at this point is that local
druggists who don't belong to the
prescription networks may expe-
rience a significant loss of busi-

ness in areas with high concentra-
tions of autoworkers. —
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UR firms target appropriateness of care

Software programs change role of utilization review

By LOUISE KERTESZ

ophistcated softyare s
view firms to gmW be-
yond offering traditional
services like hospital
preadmission certifica-
tion and length-of-stay

review.

Using online protocols developed
by panels of experts, UR firms are
evaluating physicians' proposed
treatments to determine whether
they are appropriate.

The panels of physician experts
who establish the guidelines are

convened either by software vendors
or UR firms.

Some guidelines that willl be
available to UR firms are also being
developed by the U.S. Department
of Health's Agency for Healthcare
Policy Research.

Monitoring the appropriateness of
care is "the ight next step," as-
serted Vicki Fortman, benefits man-
ager at Borden Inc. in Columbus,
Ohio. "l think that just to review a
hospitalization for length of stay
and not for medical necessity
doesn't really get to the true mean-
ing of what you're attempting to
do" in UR, she said.

Borden's UR firm, CIGNA Corp.
unit Intracorp, and other UR firms
are starting to perform some of
these services, according to Ms.

Fort:man. "It's a phase-in process.

For example, a couple of years
ago Borden worked very closely
with Intracorp to develop a process
to review hospitalizations to deter-
mine whether alternative treatment
settings may be more cost-effective
and appropriate, Ms. Fortman said.

"They weren't doing that auto-
matically," she said. "When we first
went shopping for that (review ser-
vice), it didn't exist."

Members of 13 unions in Pennsyl-
vania since 1992 have been covered
under an Aetna Life Insurance Co.
managed care program that employs
software review for appropriateness

of care.

In shopping for health services for
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the union's 8,000 members-or
about 20,000 covered lives-"we
physically went out to (Aetna's)
managed care facility and walked
through several types of procedures
and looked at the software pack-
ages" that would be used to evalu-
ate care, said Dennis Sarnowski, ad-
ministrator of combined funds for
the Laborers District Council of
Western Pennsylvania.

Under UR procedures that utilize
the programs, a patient or a physi-
cian calls the UR firm before a
tmatment is begun. A registered
nurse at the UR firm, sitting at a
computer, asks about the proposed
treatment, based on guidelines in
the software. Successive questions
are based on the patient's or the
physician's answers, all leading to
the suggested appropriate treatment
for a particular condition-includ-
ing where the care should be given
and for how long.

"It's an online decision-tree," said
Carolyn Bronson, a registered nurse
and associate at A. Foster Higgins &
Co. Inc. in Princeton, N.J.

For example, if approval is being
sought for a dilation and curettage,
one of the questions is "Have you
ever had hormonal treatment?"” she
explained. Succeeding questions
evaluate the appropriateness of hor-
monal therapy vs. the proposed
D&C. "It's not cookbook medicine,"
because in the case of conflicts be-
tween the proposed treatment and
the guidelines, the treating physi-
cian will discuss the case with a
physician at the UR firm and come
to a resolution, Ms. Bronson said.

"Most of our reviews end up being
consultations and collegial discus-
sions" among physicians, noted Dr.
Dorothy Dugger, Intracorp's chief
medical officer.

Conservco, Travelers Insurance
Co.'s UR unit, has switched in the
last year or two from focusing on
length of stay "to loolcing at it more
globally-at the medical necessity of
the care," said Jean lynell, national

product specialist at the Tampa,
Fla.-based finn.

Conservco's evolution was similar
to that of other UR firms. R licensed
protocols software from a ven-
dor-in this case from Value Health
Sciences Inc. in Santa Monica, Ca-
lif., a unit of UR provider Value
Health Inc. VHS' protocols generally
cover treatments that are most
costly or most overutilized rather
than covering all medical condi-
tions. So Conservco, like other large
UR firms, developed its software for
those other conditions, using its own
panels of providers to develop
guidelines.

"Patterns of Treatment," a set of
protocols developed by Dr. Donald
Harrington, is widely believed to be
the basis of the original software de-
signed to evaluate appropriateness
of care. The criteria were developed
"in the 1960s and 19705-many
years ago in health care tenns," said
David Rinaldo, a consultant at Tow-
ers Perrin in VValhalla, N.Y.

These and other criteria used in
software packages are updated an-
nually at a minimum. Predomi-
nantly designed for outpatient pro-
cedures, the Harrington protocols
were acquired by Health Payment
Review Inc. of Boston and have
helped deliver quality, cost-effective
care (BI, Jan. 6, 1992).

VHS and HPR are "going after

the same market" with their soft-
ware. "Both have a lot of propo-
nents. Each has some clear advan-
tages over the other. Their origins
rely on different ways of looking at

information. Essentially, the diEfer-
ence is that VHS criteria come from

Continued on net page
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a more clinical and scientific
background, whereas HPR's come
from a more pragmatic back-
ground, and that has remained
their focus,” Mr. Rinaldo ex-
plained.

The Harrington protocols focus
on treatment norms, said Dr. Al-
lan Korn, a principal in the pro-
vider consulting group at William
M. Mercer Inc. in Chicago. The
Harrington patterns "have been
surpassed by more precise tools"
that incorporate benchmarks or
best treatments rather than
norms.

Besides VHS, Brookline, Mass.-
based Medical Intelligence Inc., a
software developer and special-
ized UR firm, has also developed
best-treatment guidelines, Dr.
Korn said.

Medical Intelligence is owned
by GMIS of Malvern, Pa., a medi-
cal code review firm. Medical In-
telligence "develops computerized
protocols on artificial intelligence
software. It thinks like collections
of expert physicians," said chief
executive officer Marlene Beggle-
man. Like VHS, Medical Intelli-
gence has developed guidelines
for selected cases "that seem to
have a high degree of inappropri-
ateness" and that are very costly
or have high morbidity rates, such
as cardiac catheterization, hyster-
ectomy and carpal tunnel syn-
drome, she explained. Originally
funded by Aetna Insurance Co.,
Medical Intelligence licenses its
software to insurance companies
and UR firms and trains their
staffs. Its own physicians also per-
form review of complex cases.

Other UR firms such as Intrac-
orp use software based on criteria
developed by Milliman & Robert-
son Inc. "We use a combination of
software, and there's one thing
you can't seem to program in,
which is clinical judgment and ex-

pertise," stressed Intracorp's Dr.
Dugger. M&R guidelines apply to
uncomplicated cases, that is, those
without "co-morbidity" or addi-
tional medical conditions, she ex-
plained. But, for an asthmatic pa-
tient with pneumonia, for exam-
ple, additional guidelines are
needed. Intracorp is developing its
own criteria for such conditions
and incorporating them into the
software, she said.

Private Healthcare Systems Inc.
started with an initial licensing
agreement with a vendor of soft-
ware evaluating appropriateness
of care. "We do it all ourselves
now. We make all of our own en-
hancements from a functional and

clinical point of view," said Gene
Guselli, president and CEO of
PHCS in Waltham, Mass.

But a UR firm that is just start-
ing out now with a software li-
censing agreement has to decide
whether to invest the program-
ming and clinical resources
needed to develop the software
in-house, or whether to rely on the
software vendor, he said.

Virtually everyone agrees that
the next step is moving the soft-
ware into physicians' offices. The
software now being used by the
UR firm "is increasingly being
pushed by folks who own net-
works further down into the net-
work. . .down to the first deci-
sion-maker," the physician, said
Mercer's Dr. Korn.

Ultimately this "should get to
the point where most providers
should have optimal recovery
guidelines online in their offic-
es._ ... It's really something that is
most likely to come in probably in

the next few years in small net-

"

work environments," said Intrac-
orp's Dr. Dugger.

"Absolutely, that's where we're
headed," said Mr. Guselli. PHCS
is placing computer terminals in
physicians' offices. The terminals,
which are now being used to pro-
cess claims electronically, will ul-
timately offer on-line protocols to
physicians.

Meanwhile, large employers
that want to keep track of how
well their UR vendors are deliver-
ing appropriate care can use a
software package developed by
Corporate Health Strategies Inc.
of New Haven, Conn. CHS cus-
tomers "can access normative in-
formation-both nationwide and
industry data-and we also give
them access to best demonstrated
practice information,"” which they
can relate to their medical claims
on a data base, said Daniel Hoe-

mke, senior vp. i

10 largest general service utilization review firms>

Based on total acute care inpatient admissions reviewed in 1993

Company

Intracorp

Private Healthcare Systems Inc.
Healthcare COMPARE Corp.
AXIOM Review

Health Value Management Inc.
MetlL ife

Peer Review Analysis Inc./
CORE Management Inc.'

Cost Care Inc.

CONSERVCO

Healthcare Review Corp.

Total acute care inpatient
admissions reviewed

618,103
544,484
436,000
354,000
275,000
272,173

268,000

255,000
176,000

125,000

Total
3,986
1,122
1,417

68
192
794

200

740
452

123

- Full-time staff -

Physicians RNs
30 1,300
12 493
25 166

1 55
7 52
24 494
11 55
30 226
9 437
d 76

Physicians on

retainer

300

64

NA

123

120

9,600
275

28

*Rankings are given to independently owned and operated organizations only. Independent plans licensed through the Blue Cross & Blue Shield Assn.

reviewed 3 million acute care patient admissions in 1993.

‘Merger pending shareholder and regulatory approval.
Source: 8/ survey
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A

NIA

275 Williamson Blvd., P.O. Box 11770,
Daytona Beach, Fla. 32120;
904-254-7800; fax: 904-254-7888

1993 Revenues

UR direct to employers.. 25%

UR to health care/insurance providers.. - 70%

Other sevices. ...._. . 5%

Staff

Total UR employees on staff. -7
Professionals 7

Includes: 2 physicians, 5 medical record
technicians

UR employees on retainer... .. 1
Includes: 1 physician
UR services since: 1986.

Frequent UR services: Concurrent
hospital treatment review, retrospective

Chris De Palma
British Airways

review, case management, independent
medical reviews.

Reviews: Chiropractic.

Officers: Fred E. Fronstin, president;
John B. Witty, COO; Neil Brown, CEO;
John C. Barrett, director-marketing; Al
Rocheleau, vp-PPO network.

Contact John C. Barrett.

AccessCare Inc.

2203 N. Lois Ave., Suite 1150,

Tampa, Fla. 33607; 813-876-5036;
fax: 813-872-8666

1993 Revenues

UR direct to employers 5%

UR to health care/insurance providers.. ---85%

Other SelVices. .10%

Staff

Total UR employees on staff.... 5
Professionals. .. . ... 5

Includes: 1 physician, 4 RNs
UR employees on retainer.......... e
Includes: 5 physicians, 1 nurse

Ken Albrecht

Frito-Lay

UR clients

Total * 30

Employer and group plans w/direct service 10

Covemd lives/reviewed admissions

Employee beneht plan lives serviced ......... 3,000,000
Acute care inpatient admissions reviewed.. ..... 600
Diverted for outpatient treatment... --50%

UR services since: 1986.

Parent Comprehensive Care Corp.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, outpatient
service predetermination, outpatient
psychiatric and substance abuse services.

Occasional UR services: Retrospective
review, hospital bill audits, case manage-
ment

Reviews: Psychiatric/substance abuse.

Officers: Richad Peters, president/
CEO; David Sherwin, COO; Gary Pal-
lenick, senior vp-sales/marketing; Sam
Toney, vp-clinical services.

Contact: Sam Toney.

Bob Manning Jolynn Holzwart

Pepsi Cola Sears

. KEeP COM PANY WITH KEMPER.

Many Fortune 500 risk managers are saving
their companies millions of dollars in medical
benefits this year because they have Kemper
workers' compensation insurance.

Kemper's special cost containment programs
have saved up to 40 percent for companies
like Bell & Howell, BritishAirways, Frito-Lay,
Pepsi-Cola, Rubbermaid, Sears and Wendy's -

without sacrificing quality health care.

saving money on workers' comp.
We give you proof.

CUE
- SAVIN

naTlonal

10empeR insuRance

companies

FOLLOW THE LEADER.

For more information, contact your independent insurance agent or broker who represents emper.

ACORN Behavioral HealthCare

Management Corp.
The ACORN Building, 134 N. Narberth
Ave., Narberth, Pa. 19072-2299;

800-223-7050 or 610-664-8350;
fax: 610664-8373

1993 Revenues

Total gross revenue... .$5,500,000
UR direct to employers.. -40%
Other services 60%

UR gross revenue ...$2,200,000

Staff

Total UR employees on staff. 42
Professionals 5
Includes: physicians, RNs

UR clients

Employer and group plans w/direct service........ 230

Covered lives/reviewed admissions

Employee benefit plan lives serviced............ 750,000

Acute care inpatient admissions reviewed .......... 354
Diverted for outpatient treatment... 10%

UR services since: 1975.

And with similar cost-effective Kemper programs,
you could save big money too, even if you're not
a big company.

What's more, you can see your savings in a
customized Client Savings Analysis, four times a year.

You see, at Kemper, we don't just talk about

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay detelmi-
nation, discharge planning, hospital bill
audits, outpatient service pmdetermina
lion, outpatient psychiatric and sub-
stance abuse services, case management.

Occasional UR services: Retrospective
review.

Reviews: Psychiatric/substance abuse,
workers comp/disability.

Officers: Mel S. Goldsmith, presidenti
CEO; Mel Wondolowski, senior vp-cor-
porate relations; Dorothy T. Harrison,
senior vp-clinical services; Arlette

McGlade, vp-administrative services-
MIS.

Contact: Mel Wondolowski.

Action Healthcare

Management Services

301 E. Bethany Home Road, Suite
C-278, Phoenix, Ariz. 85012;
602-265-0681; fax: 602-265-0202

1993 Revenues

UR dimet to employers. ..90%

UR to health care/insurance providers 8%

Other services 2%

Staff

Total UR employees on staff........ 25
Professionals..................oiii ....18

Includes: 7 RNs, 8 licensed practical nurses, 3
medical record technicians

T-JR employees on retainer....
Includes: 1 physician

UR clients

Total. 115

Employer and group plans w/direct service........ 120

Covered lives/reviewed admissions

Employee benefit plan lives serviced.... 135,000
Workers compensation lives serviced. ----900
Diverted for outpatient treatment................. 2.5%

UR services since: 1987.

Parent: Cavco Industries.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
teatment review, length of stay determi-
nation, discharge plannmg, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management.

review, second surgical opinion, hospital
bill audits.

chimpractic. Also reviews high risk
pregnancy.

Branch offices: Thousand Oaks, Calif.;
Norristown, Pa.

dent; Kate Mills, director-California op-
erations; Pat Reynolds, djrector-Pennsyl-
vania operations.

Contact Kathryn Estabrook, 805-
379-2282.

ADMAR Corp.

1551 N. Tustin, Suite 300, Santa Ana,
Calif. 92701; 714-953-9600;
fax: 714-9536309

1993 Revenues

Total gross revenue
UR gross revenue

$13,875,343
$2,252,077

Staff

Total UR employees on staff...
Professionals....................

Includes: 1 physician, 17 RNs, 22 medical record
technicians

UR clients

Total. 50
Employer and group plans w/direct service 13

Covered lives/reviewed admissions

Employee beneSt plan lives serviced .522,090
Acute care inpatient admissions reviewed...... 34,705
Diverted for outpatient treatment. 8.49%

[JR services since: 1973.

Parent ADMAR Group Inc.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, second surgi-
cal opinion, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage-
ment

Occasional UR services: Retrospective
review, hospital bill audits.

Reviews: Standard services.

Officers: Richard H. Toral, CEO/chair-
man; John Gray, pmsident-managed
care; George Arrand, vp-managed care;
Vincent Duda, medical director; Eleanor
C. Brokaw, assistant vp-medical ser-
vices; Virginia Pascual, chief administra-
tive officer/director; Edward Evans,
CFO.

Continued on nert page
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Alternative Care

Management Systems Inc.

3530 Snouffer Road, Suite 100,
Columbus, Ohio 43235; 614-761-0035

1993 Revenues

UR dimet to employers 100%

Staff

Total UR employees on staff. 35
Professionals....................... ... 14

Includes: 12 RNs, 2 medical meord technicians
UR employees on retainer. 20
Includes: 20 physicians

UR ctients

Employer and group plans w/direct service........ 110

Covemd lives/reviewed admissions

Employee benefit plan livesserviced.___ ..50,000
Acute care inpatient admissions reviewed._15,445

UR services since: 1985.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, second surgi-
cal opinion, outpatient service predeter-
mination, inpatient/outpatient
psychiatric and substance abuse services,
case management.

Occasional UR services: Retrospective
review.

Reviews: Standard services, excluding
workem comp/disability. Also nzviews
pmscriptions drugs.

Officens: John Micha, president; Su-
zanne Pierce, director-marketing; Penny
Baker, director-operations.

American Claims

Evaluation Inc.

1 Jencho Plaza, 3rd Floor, Jericho,
N.Y. 11753; 516-938-8000;
fax: 516-938-0405

1993 Revenues

...$7,500,000
....30%

Total gross revenue.
UR dimetto employers.
UR to health care/inmimnce providers.__70%

UR gmss revenue. .$7,500,000

Staff

Total UR employees on staff --70

UR clients

Tnt.1 500
Employer and grouti plans w/direct service.. ..180

UR services since: 1982.

Frequent UR services: Hospital bill au-
dits, DRG validation.

Reviews: Group health, rehabilitation
(including vocational), workers
comp/disability.

Branch offices: Santa Rosa, Calif.;
Dallas; Spokane, Wash.

Officers: Gary Gelman, president/
CEO; Robert G. Dubester, vp-operations;
Gary j. Knauer, CFO/treasurer;
Lawrence A Curcio, national sales man-
ager; Neila Poteshman, president-RPM

Rehabilitation & Associates.

American International
Health & Rehabilitation
Services Inc.

400 Interpace Parkway, Building A,
Parsippany, N.J. 07054; 201402-2800;
fax: 201402-3105

1993 Revenues

Total gross revenue. $38,000,000
UR direct to employers .. -.15%
UR to health care/insurance providers_ ...61%
Other services 24%

UR gruss revenue......... ...$29,000,000

Staff

Total UR employees on staff. 372
Professionals ..188
Includes: | physician, 187 RNs

UR employees on retainer. 181
Includes: 120 physicians, 61 nurses

UR clients

Total. 12

' Suddenly, | was getting

calls about pensions,

health insurance and

401(k) plans ...

Ava/Nre), Rtic/as

//u))10)/ Re..our-re.: Repres<wtative

1(flic 4 1)(/C)/SC Susteljis

Employer and gmup plans w/direct service............

Covered lives/reviewed admissions

Workers compensation lives serviced
Acute care inpatient adrnissions reviewed
Diverted for outpatient treatment....

URservices since: 1986.

Parent: American International Group.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, djscharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage-

ment.

Reviews: Chiropractic, rehabilitation,
psychiatric/substance abuse, workers
comp/disability, dental, physical ther-

apy

Branch offices: 92 locations nation-

wide.

Officers: Ralph Rousseau, president;
Elaine Halberstadt, vp; Mary Pick, assis-

tant vp.
Contact Elaine Halberstadt.

Anthem Health Systems

5451 W. Lakeview Parkway S. Drive,
Indianapolis, Ind. 46268;
317-290-5600; fax: 317-290-5690

1993 Revenues

Total glvss revenue....... $24,139,696
UR direct to employers. 55%

UR gross revenue $13,264,528

Staff

Total UR employees on staff. -145
Professionals 114

Includes: 4 physicians
UR employees on retainer..
Includes: 7 physicians

Covered lives/reviewed admissions

Employee benefit plan lives serviced. ...1,709,844
.1,000

Workers compensation lives serviced*
* Workers comp UR program began in the Fali of

' Last year, when our benefits
administrator retired, | was given
responsibility for Tallefs benefits
programs. From day one, | began to
receive calls from employees asking
for information and advice about their
insurance and retirement plans. | knew
parts of the answers, but | realized |
needed additional training in benefits

management and | needed it fast!

My supervisor suggested that | look
into the CBP (Certified Benefits
Professional) seminars that are
available from the American

Compensation Association (ACA).

My immediate challenge was calculat-
ing pensions and dealing with 401(10
plans. What | needed was an overview
of the entire process, from beginning to
end. | needed to know how to talk
about pensions and 401(k) plans with

our employees and managers.

| signed up for my first ACA seminar
and knew | was on the right track. I've
now taken four ACA benefits seminars.
All were practical, well taught and
provided a «today's view" of what it
means to be a benefits professional.

| like the two-and-a-half-day format.

| get what | need without too much

time away from the office.

Would | recommend ACA certification
seminars to my peers? Without

hesitation - absolutely!"

No surprise to us - ACA meets Maureen
Ruelas' benefits training needs. ACA
has been serving the profession since
1955. Foracopy of the latest seminar
catalog, which includes schedules of
ACA seminars in your area, please call
us at 602/951-9191.

1

14040 N. Northsight Blvd., Scottsdale, AZ 85260
602/951-9191 - Fax 602/483-8352

Your
Resource

Partner

1993.
UR services since: 1983.
Parent Associated Insurance Cos. Inc.

UR services: Preadmission

certification, concurrent hospital
tmatment review, length of stay determi-
nation, djscharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage
ment

Reviews: Standard services, including
dental and organ transplants.

Branch offices Sacramento, Calif.;
Jacksonville, Fla.; Dallas.

Officers: Michael O. Bell, pmsident;
Robert Toller, CFC); Dr. Joseph Hugue-
nard, medical director.

Contact Bill Paradise, 317-290-5614.

Associates for Health Care Inc.

125 N. Executive Drive, Suite 201,
Brookfield, Wis. 53005; 414-78+9007

Staff

Total UR employees on staff........................ ... 32
Includes: 2 physicians, 9 RNs, 3 licensed practical
nurses, 4 medical record technicians

UR employees on mtainer,, ..8
Includes: 8 physicians

Covered lives/reviewed admissions

...307,750
Workers compensation lives setviced......... ..... 1,100

Employee benefit plan lives seiviced

Acute care inpatient admissions reviewed....... 20,388
UR seivices since: 1984
UR services: Preadmission

certification, discharge planning, retro-
spective review, second surgical opinion,
hospital bill audits, outpatient service
predetermination, outpatient psychiatric
and substance abuse services, case man-
agement, fee negotiations.

Reviews: Standard services, including
dental.

Officers: Richard L. Blomquist, presi-
dent; Judith A. Blomquist, vp; Peter J.
Grimes, vp-new product development;
Dave Dobias, senior vp-administration.

AXIOM Review

33 Bleeker St., Millbum, NJ. 07041;
201-3794739; fax: 201-379-0490

1993 Revenues

Total gross revenue. ..$8,600,000
UR direct to employers. .20%
UR to health care/insurance providers. L 70%

Other Services. 10%
UR gross revenue .$7,800,000

Staff

Total UR employees on staff. ..68
Professionals 68
Includes: 1 physician, 55 RNs, 3 licensed pnctical
nurses, 9 medical record technicians

UR employees on retainer. 144
Includes: 123 physicians, 21 nurses

UR clients
53
Employer and gmup plans w/direct seivice. 17

Covered lives/mviewed admissions

Employee benefit plan lives serviced. .410,000
Workers compensation lives serviced., 160,000
Acute care inpatient admissions mviewed....354,000

Diverted for outpatient treatment... 16%
UR services since: 1975.

Parent The Axiom Group.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
tmatment review, length of stay determi-
nation, retrospective Irview, hospital bill
audits, case management (including auto
insurance liability cases).

Occasional UR services: Discharge
planning, second surgical opinion, out-
patient selvice predetennination

Reviews: Standard services, excluding
psychiatric/substance abuse. Also re-
views HMOs, MRI services.

Branch offices: Claims Data Review,
Avon, Conn.

Officers: Dennis J. Duffy, president/
CEO; Robert J. Jones, senior vp/COO;
Charles E. Dooley, medical dincton
Michael Beams, chairman; Gilbert
Melnick, vice chairman; Thomas Con-
nolly, secretary/treasurer.

Contact Dennis J. Duffy.

B

Beech Street
See addendum section at end of di-

rEtoly

Behavioral Health Group Inc.
2693 Union Ave. Extended, Suite 101,

Memphis, Tenn. 38112; 901-327-4664;
fax: 901-3274789

1993 Revenues

Total gross mvenue

UR to health care/insuranceproviders__ ~73%

Other services -27%
UR gross Mmvenue..............opuiiiiaenienneeniaennns $783,767
Staff

Total UR employees on staff, 12

Professionals.... -
Includes: 1 physician, 5 RNs, | clinical
psychologist

UR employees on retainer. 4
Includes: 2 physicians, 2 nurses
Continued on next page

How to use directory of UR firms

The annual Business Insumnce directory of utilization review ser-
vice providers lists companies that offer utilization review directly to
members of employer-sponsored group plans on behalf of the em-

ployer.

Business Inswance defines utilization review as reviewing inpatient
and/or outpatient hospital care and services through programs such as
preadmission certification, concurrent review, length of stay determi-

nation, discharge planning, case management, retrospective review

and second surgical opinions.

ljstings begin with the company name and address. Financial/sta-
tistical information follows, including: total 1993 gross revenues along

with the percents attributable to utilization review services provided
directly to employers/associations; utilization review services to insur-
ance companies, HMOs, PPOs and TPAs; and revenues derived from
other services. When given, the actual dollar amount of revenues gen-
erated by utilization review services is listed.

Staff information in this section lists a breakout of total staff as-

signed to utilization review, including total professional staff members
and staff members on retainer. Staff numbers are provided in full-
time equivalents, except for those on retainer.

Business volume is represented by the number of utilization review
clients; covered lives, including employee benefit plan and workers
compensation lives serviced; total acute care hospital admissions re-
viewed and the percent of proposed admissions diverted for outpatient
care. All figures provided are for 1993.

The text section of each listing includes the year the company began
offering utilization review services and the parent company, if
applicable. Utilization Review Accreditation Commission certification

is noted as URAC certified.

Specific utilization review programs the company provides are de-
scribed under frequent and occasional UR services. Next, the types of
services reviewed are provided. Unless otherwise noted, standard ser-
vices include group health, chiropractic, rehabilitation, psychiatric and
substance abuse and workers compensation/disability.

Hranch offices are locations performing utilization review. Names
and titles of principal officers and a contact complete the listings.

This directory is published as an editorial service to our readers.
There is no charge for companies to be listed. Information reported is
based on each company's response to a Bl questionnaire. Although ev-
ery effort is made to publish complete and accurate listing, Bl is un-

able to verify all information.
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UR clients

Total 8

Employer and group plans w/direct service

Covered lives/renewed adnussions

Employee beneht plan bves servnced 930,000

Profesmonals

Includes 2 physicians, 15 RNs
UR employees on retainer
Includes 50 physicians, 2 nurses

UR chents

Employer and group plans w/direct service 6

Acute care mpatient admismons reviewed 6,532 Covered bves/reviewed admissions

UR services since: 1988

Frequent UR services: Preadmismon Employee beneht plan lives serviced

certification, concurrent hospital
treatment rewew, length of stay determi-
nation, discharge planning, retrospective
review, hospital bill audits, case man-
agement, physician fee review/venfica-

ton

Occasional UR services. Outpatient

'orkers compensation lives serviced 30,000
Acute care inpatient admissions reviewed 4,400

Diverted for outpatient treatment 6%

UR services since: 1987

URAC certified.

Frequent UR services: Preadmismon

certification, concurrent hospital
treatment review, length of stay determi-

service predetermination, outpatient nation, gischarge planning, retrospective

psychiatnc and substance abuse services
Reviews: Group health, psychiatric/
substance abuse, nursing home care

Officers; Jim Rout, cRrresident/CE_O,Iservices, case management, physician UR gross revenue

Donald E Schaffer, corporate medica
director; Sylvia Houston, secretary

Behavioral Healthcare

Options Inc.

2801 S Valley View, Suite 10, Las

Vegas, Nev 89102, 702-364-1484,
fax 702-36+0843

1993 Revenues

Total gross revenue $4,228,364
UR dimct to employea 2%
UR to health care/insurance providers 15%
Other services 83%

UR gross revenue $724,831

Staff

Total UR employees on staff
Professionals B

Includes 2 phymcians, 2 RNs
UR employees on retamer 2
Includes 15 physicians, 05 nurses

UR clients

Total

Employer and group plans w/direct service 1

Covezed llves/reviewed admissions

Employee beneht plan bves serviced
Acute care inpatient admismons reviewed NA
Diverted for outpatient treatment 36%
UR services since: 1991
Parent: Sierra Health Services Inc
URAC certified.
Frequent UR services: Preadmismon
certification, concurrent hospital
treatment review, length of stay determi-

4 Total gross revenue

250,000 UR gross revenue

revlew, second surgical opinion, outpa- Total gross revenue

tlent servilce predetermlnation, out-
patient psychiatnc and substance abuse
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17 review, second surgical opinion, outpa- review, hospital bill audits, outpatient

UR chents

tient service predetermination, out- service predetermination, case manage- Total a8

services, case management.

52 pabent psychiatnc and substance abuse ment

Occasional UR services: Outpatient

Reviews: Group health, mhabilltatton, psychiatnc and substance abuse services
Total 21 psychiatric/substance abuse

Officers: Michael Henry, president/ practic, workers comp/disability
Branch offices: Newton, Mass, Free- Acute care inpattent adinismons reviewed 13,872
execubve vp, Mike Schotz, vp-sales, hold, NJ, Nashnlle, Tenn, Irving, 9%

COO, Edward Zalta, CEO, John Umpan,

Contact: Kan Jo Bloomer, ext 7481

CareWest

1430 E Cooley Drive, Suite 226,
Colton, Cal,192324,909-370-4260,
fax 909-824-7842

1993 Revenues

probling, outcomes evaluation, physician Staff

peer reviews
Reviews: Standard services, including
MRUCTr scans and phymcal therapy

$70,000

UR dtrect to employers 75%
UR to health care/Insurance provlders 25%
$70,000

Total UR employees on staff 2

Professionals

Includes 1 RN, | medical record techrucian

Omeers: E Scott Rosenbloom, prem- UR employees on retainer !

dent, Joan H Baetz, COO, Gregory
Ruecker, CFO, James Switzgable, chief
investment officer; Rigby |l,eighon, vp-
research/development

C

CNR Health Inc.

2400 S 102nd St, Milwaukee,
Wis 53227-2132,800-654-5160 or
414-327-5197, fax 414-327-0886

1993 Revenues

UR direct to employers

UR to health care/insuranceprowders 50%
Other services 5%
$5,012,000

Staff
Total UR employees on staff 38

Profesmonals

Includes 10 RNs, 1 hcensed practical nurse
UR employees on retalner 5

Includes 5 physicians

UR chents

nation, dischalge planmng, retrospective Total a4

review, outpatient service predetermina-
hon, outpatient psychiatric and sub-
stance abuse services, case management

Occasional UR services: Hospital bill Employee benefit plan bves serviced

audits

Reviews: Psychiatnc/substance abuse,
workers comp/disability

Employer and group plans w/direct service 38
Covered bves/reviewed admamons
460,409

UR services since: 1985
URAC certiBed.

Frequent UR services: Preadmission

Officers: Mchael R Adams, prem- certification, concurrent hospital

dent/CEO
Contact: Lynn M Rosenbach

Blue Cross & Blue Shield™

676 N St Clair, Chicago, Ill 60611,
312-440-6000; fax 312-440-6609

Staff

Total UR employees on staff 1,880
Profesmonals

Includes 274 physicians, 1,508 RNs
UR employees on retalner 1,775
Includes 1,775 physicians

Covered llves/reviewed admimons
Employee benefit plan hves serviced 52,300,000

Acute care inpatient adrnismons reviewed 3,000,000
URAC certified*™*

treatment renew, length of stay detenm-

nation, discharge planning, retrospective Total

review, outpatient service predetemuna-
tion, outpatient psychiatnc and sub-

stance abuse services, case management, Employee benefit plan lives serviced

$5,2§550}000

Includes Iphysician
UR clients
Total 39
Employer and group plans w/direct sennce 38
Covemd lives/reviewed admissions
Employee benefit plan hves serviced

Acute care mpatient admissions reviewed 500
UR services since: 1992

Parent: Sponsored Marketng Insur-
ance Administrators Inc

Reviews: Group health, dental, chlro- Employee benefit plan lives serviced

75,000 Frank Stevens, vp-PPO/provider affairs Texas

Officers: Lois E Silverman, CEO,
Donald F Larson, president, Anne
Kirby, vp-markettng

Contact: Anne Kirby

ComPsych Behavioral
Health Corp.

515 N State St, Suite 2310, Chicago,
11 60610-4320,312-245-2699,
fax 312-245-2767

1993 Revenues

UR direct to employers
Other services 37%
Staff

Total UR employees on staff
Professionals

Includes 2 psychiatnsts, 5 psychologists, 1 RN
URClients

Total 18

Employer and group plans w/direct service 18

10 000 Covered bves/reviewed admissions

Employee beneSt plan lives serviced
UR services since: 1988

547,000

Frequent UR services: Preadmission

Employer and group plans w/direct service 33

Covered lives/reviewed admissions

55,000
Workers compensation lives serviced 7,800

Diverted for outpatient treatment

UR senrices since: 1976

URAC certified.

Frequent UR services: Preadmsmon
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retmspective
review, outpatient service predetermina-
tion, outpatient psychiatric and sub-
stance abuse services, case management,
DRG validatton, facihg/physician fee
negotiation

Occasional UR services: Second surgl-
cal opinion, hospital bill audits

Reviews: Standard sennces, excluding
rehabilitation Also reviews prescnption

63% drugs

Officers: Patrick J Kearse, president/
CEO, Barbara S Kane, vp/COO
Contact Kathleen Heslm, marketing

62 representative
NA

CorVel Corp.

1920 Main St, Suite 1090, Irvtne,
Calif 92714,714-851-1473,
fax 714-851-1469

1993 Revenues

Total gross revenue $76,000,000
UR direct to employers 3%

Fmquent UR services: Pmadmismon certification, concurrent hospital UR to health care/insumnce providers 12‘1/5,

treatment review, length of stay determl- Other services

treatment review, length of stay detenni. nation, discharge planning, retrospective Staff

certification, concurrent hospital

nation, retrospectlve review, hospital bill
audits, outpatient service predetermma-
tton, outpatient psychiatnc and sub-
stance abuse services, case management,
medical bill audits, dagnosbc review

Reviews: Standard services, 1nclu(ling workers comp/disabil

durable medical equipment
Officers: Don Beall, premdent, Thomas
Calull, vp, Debbie Manah, secretary/

treasurer

11 Community Care Network Inc.

3760 Kllroy Airport Way, Suite 500,
Long Beach, Cal# 90806,
800-247-2898 or 310-378-2248,
fax 310-378-1739

Staff
Total UR employees on staff 58

Professionals 58

Includes 2 physicians, 55 RNs, Imedical record
technician

UR employees on retainer 63
Includes 63 physicians

UR clients

Covered lives/renewed admissions

650,000

at-nsk contracting for mental health/ Workers compensabon lives serviced 14,000,000

substance abuse
Occasional UR services Second surgl-

cal opimon, hospital bill audits
Reviews. Chiropractic, rehabihtation,

1,880 psychiatric/substance abuse, workers

comp/disability, prenatal
Branch offices Houston, Irwng and
Lake Jackson, Texas

Acute care inpatlent admismons reviewed 46,000
Diverted for outpatient treatment 6%
UR services since: 1975
URAC certified.

Frequent UR services: Preadmismon
certification, concurrent hospital
treatment review, discharge plannmg,
retrospective review, second surgical

735 Total UR employees on staff

review, hospi audi outpatient

service predetermination, outpatient Total UR employees on staff

psychiatric and substance abuse services,
case management
Reviews: Psychiatnc/substance abuse,

tX\ Chaifetz, pre-

115
115
Includes 85 RNs, 30 medical record technicians
UR employees on retalner 125

Includes 125 physicians

Covered bves/re.ewed a,Im,mom

dent/CEO, Michael B Garteld, vp, J111 Acute care inpahent admismons mviewed NA

Chaifetz, vp-fmance, Amta Madison, dI- Diverted for outpabent treatment 5%

rector-operations, David Campbell,
manager-provider relations
Contact Michael B Garfield

OONSERVCO

3903 Northdale Blvd, Suite 200,

Tampa, Fla. 33624, 813-969-0701,
fax 813-2656430

1993 Revenues

Total gross revenue $115,874,499
UR direct to employers

UR to health care/insulance providers
Other services

UR gross revenue $40,867,571

Staff

Professionals
Includes 9 physicians, 437 RNs, 6 licensed
practical nurses

UR employees on retamer 275
Includes. 275 phymelans

Covered bves/reviewed admissions

UR services since: 1990

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge plannmg, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
nunatton, case management, concurrent
outpatlentreview

Occasional UR services: Outpatient
psychiatne and substance abuse services

Reviews: Chimpractic, rehabilitation,

30% psychiatnc/substance abuse, workers
5% comp/disability, auto first- and tknrd-
65% par hability claims, phymcal therapy

wide

Officem: Gordon Clemons, premdent,

Daniel H Davis, vp-marketing; Benme

Hamlim, Michael Wilson, Inu Silverman,
vps-operations, Wdliam Boyd, vp-MIS

Contact: Damel H Davs, 215-953-
5060

Employee beneht plan lives se,viced 4,000,000 Cost Care Inc.

Acute care inpatient adnusmons reviewed NA

Diverted for outpatient treatment 4%
UR services since: 1985

Parent The Travelers Insurance Co
URAC certified.

660 Newport Center Dnve, Suite 600,
Newport Beach, Calif 92660,
800451-0000, fax 714-7294668

Officen: Ralph Cavalam, president, Opimon, outpatient service Predeterrm- Fmquent UR services: Preadmission 1993 Revenues

Dianne Kiehl, vp, Larre Haack, COO,
Elizabeth Ferris, director-marketing/

nation, outpatient psychlatnc and sub- certification, concurrent hospital Total
stance abuse services, case management, treatment review, length of stay detenm- U

sales, Jerry Theis, director-Behavioral prepayment review

Frequent UR services: Preadmismon Health Strategies

certification, concurrent hospital
treatment review, length of stay detenni-
nation, discharge planning, retrospective
renew, second surgical oplnlon, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage
ment, appropnateness review

Reviews: Standard services, including
dental

Offices: Services provided nationwide
and Puerto Rico through independent
Blue Cross & Blue Shield plans

Contact Eltzabeth Fems

CAPP CARE Inc.

West Tower, 4000 MacArthur Blvd,
Su,te 10,000, Newport Beach, Calrf
92660-2526,714-251-2200,

fax 714-251-2222

1993 Revenues

Total gross revenue $16,285,537

UR direct to employers

UR to health care/inmirance providers 8%
Contact Man Ellen O'Donnell, prac- Other sennces 72%
tice director-strategic consulting ser- UR gross revenue $4,495,023
Viees Staff
* Blue Ooss & Blue Sh:eld :s an assoczatzon of
independently owned and operated plans Each w Total UR employees on staff NA
kensed by the Blue Cross & Blue Shteld Assn. Professionals 31

- There are 29 URAC accred:ted Blue Cross &
Blue Shteld ent:ties

Business Health Services Inc.

2022 J St, Sacramento, Calif
95814-3120, 916-557-9950,
fax 916-557-9970

1993 Revenues

Total gross revenue
UR direct to employers

UR to health care/insurance providers
Other servnces 33%

$1,600,000

$2,300,000

UR gross revenue

Staff

Total UR employees on staff

Includes 3 physicians, 28 RNs
UR employees on retamer
Includes 7 physicians

UR chents

Total 37

Employer and group plans w/direct service 26

Covered twes/rewewed admlissions

Employee beneht plan lives serviced 3,000,000
Acute care mpatlent admismons reviewed 80,262
Diverted for outpattent treatment 19%
UR services smce 1982
URAC certined.

UR services: Preadmission

certification, concurrent hospital certification, concurrent hospital UR employées on retalner

7 Total gross revenue

Branch offices: San Diego
Officers: Jim Buncher, chairman/prem-

Igl’OSS revenue

< $60,000,000
direct to employers 70%

r . . . nation, discharge planning second surgl- UR to health care/insurance pmviders 20%
Reviews: Standard services, including cal opinion hospital bill audits, outpa- Other senrces 1098
matemity, ambulatory cam and physical tient service predetermination, out- Staff

patient psychiatnc and substance abuse
services, case management
Occasional UR services: Retrospective

dent/CEO, Patnck Sullivan, senior vp. review

Total UR employees on staff 740
Professionals 433

Includes. 30 phymaans, 226 RNs, 25 licensed

. . . ractical numes, 152 medical assistants
marketing; Sandra Foote, senior vp-Pa- Reviews Standard services, meludmg UR empldyees on fetainér ,
cn% C dtlv ion, rgdhannon Jo nston,pvp-ut’3 pY1yS|ca tﬁerapy g p.nzudes 9,600 physicians %000
lization management, Eugene V Helsel, Branch offices: San Diego, Glaston-
corporate medical director bury, Conn., Westmont, Ill, San Anto- R ehents
Contact: Joanne Batad, marketing ser- nto, Texas

vices, 800-247-2898

Associates Inc.

312 Union Wharf, Boston, Mass
02109,617-367-2163,
fax 617-367-8519

1993 Revenues

$100,600,000

UR daect to employers 25%
UR to health care/insurance providers 175%
Other services 80%

UR gross revenue

Staff

Total UR employees on staff
UR chents

Total 1,100

Employer and group plans w/direct service 125
UR services since: 1985

Frequent UR services: Preadnlismon

treatment Rwew, length of stay determi- treatment regew, length of stay determi-

25 nation, discharge planning, retrospectlve nation, diphaige planmng, retrospective

135 UR to health carefinsurance providers

Total 7.200

Officers: Jim Vance, chief medical offi- Employer and group plans w/direct service 7,200
cer; Kam Shah, CFO, Pat Soranno, vp- Covered lives/reviewed admissions

20 Comprehensive Rehabilitation human résources), Patndk Kinney, vp-

sales/markettng Cathy Raykull, Vp-Infor- Empl\c}yee benefit plan hves serviced 5,400,000

mahon systems
Contact: Tom Wille, 813-960-6267

Corporate Care
Management Inc.

142 Corporate Dnve, Binghamton,
N Y 13904, 607-724-6520,
fax 607-722-1332

$20,000,000 1993 Revenues

UR direct to employers
Other services
Staff

Total UR employees on staff 28
Profesmonals 22

Includes 1 phymaan, 19 RNs, 2 licensed prachcal

Includes. 10 phymaans, 1 chimpractor, 1
pharmaast

'orkers compensatton lives serviced 96,000

Acute care inpatient admismons reviewed 255,000
Diverted for outpatient treatment 6%
UR services since: 1981

Parent: John Hancock Mutual Life In-
surance Co

URAC Celined.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determl-
nation, discharge planmng, second surgi-
cal opmlon, outpatient service predeter-

93% mination, outpatient psychiatric and
5% substance abuse services, case manage-
2% ment, HMO evaluattons

Occasinn.1 UR services: Retrospective
review, hospital bill audits

Reviews: Standard services, mcluding
physical therapy, home health care, spe-
cialty referrals, diagnostic testing, high-

13 lisk pregnancies

Branch offices: Huntington Beach, Ca-
Contmued on nezt page
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lit Atlanta; Hoffman Estates, Ill.; Lynn-
field, Mass.; Jackson, Miss.

Officers: Lawrence Goelman, presi-
dent/CEO; Virginia Cirica, senior vp/
COO; Dave Ackley, vp/CFO; Ray Foose,
vp-marketing; Alan Greenfield, vp/chief
medical officer.

Contact: Ray Foose.

D

DataMed Inc.

650 W. Dundee Road, Suite 490,
Northbrook, Ill. 60062; 708-2914742;
fax: 708-291-9415

1993 Revenues

Total gross revenue... $310,000
UR direct to employers . 100%

UR gross revenue $310,000

Staff

Total UR employees on staff 43
Professionals...... .. - - .43

Includes: 40 physicians, 2 RNs, 1 medical record
technician

UR clients

Employer and group plans w/direct service__...... 87

Covered lives/reviewed admissions

Employee benefit plan lives serviced. .. 19,900

Workers compensation lives serviced. 4,000
Acute care inpatient admissions reviewed..... 3,900
Diverted for outpatient tmatment. -15%

UR services since: 1986.

Frequent UR services: Pmadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
leview, second surgical opinion, outpa-
tient service predetermination, case
management.

Occasional UR services: Outpatient
psychiatric and substance abuse services.

Reviews: Standard services, excluding
chimpractic.

Branch offices: Bmokfield, Wis.

Officers: Louis R. Morgan, president.

For description of standad ser-
vices and methodology see page 20.

Disability Management
Associates

100 Diplomat Drive, Ambassador |
Building, Lester, Pa. 19113;
215-521-6880; fax: 215-521-6893

1993 Revenues

Total gross mvenue. $2,000,000
UR direct to employers. ..20%
UR to health care/insuranceproviders. 30%
Other services e 50%

UR gross mvenue.. $600,000

Staff

Total UR employees on staff. €
Professionals

Includes: 3 RNs
UR employees on retainer...... --250
Includes: 180 physicians, 2 nurses

UR clients

Employer and gruup plans w/direct service. 10

UR services since: 1986.

UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay deteimi-
nation, discharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage-
ment.

Reviews: Standard services, including
dental and physical therapy.

Officers: David W. Clifton Jr, presi-
dent/CEO.

Contact: Jayne McLaughlin, executive
director.

E

EBC Review

5235 N. Ironwood, Glendale,
Wis. 53024; 414-962-7771;
fax: 414-962-2975

1993 Revenues

UR direct to employers. 100%

Staff

Total UR employees on staff..... -5

Professionals. ..........ooiiiiiioie e a
Includes: 2 RNs, 2 medical record technicians

UR employees on retainer.. =1
Includes: 1 nurse

UR clients

TOtAl L il L 300

Employer and group plans w/direct service........ 300

Covered lives/reviewed admissions

Employee benefit plan lives mrviced 35,000

Acute care inpatient admissions reviewed NA

Diverted for outpatient treatment ---15%
UR services since: 1987.

Parent Safeco Life Insurance Co.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective

Occasional UR services: Second surgi-
cal opinion, hospital bill audits, out-
patient psychiatric and substance abuse
services, case management.

Reviews: Standard services, excluding
workers comp/disability.

Officers: Larry Pych, president; John
A. Feith, vp.

E.M. Associates

520 Columbia Drive, Johnson City,
NY. 13790; 607-770-0070;
fax: 607-770-8709

1993 Revenues

UR dimetto employers. 25%
UR to health care/insurance providers 75%
Staff

Total UR employees on staff... .15

nurse, 1 medical record technician
UR employees on retainer. 12
Includes: 10 physicians, 2 numes

UR clients

T e - ——m Ea— A a3

Employer and group plans w/direct service............ 3

UR services since: 1987.

UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay detenni-
nation, discharge planning, retrospective
mview, second surgical opinion hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage-
ment, DRG validation, facility fee nego-

tiations.

Reviews: Standard services, including
auto no-fault.

Branch offices: Rochester and Syra-
cuse, N.Y.

Officers: Kathleen Ernst, president;
Joanne Howland, director-case manage-
ment; Sharon Miller, director-utilition
management; Sherry Kestenis, director-
medical audits.

Contact Kathleen Ernst.

E-V Benefits Management Inc.

475 Metro Place N., Suite 201, Dublin,
Ohio 43017; 614-764-7587;
fax: 614-76&7699

1993 Revenues

Total gruss mvenue. ..$877,457
UR direct to employers
Other services e 92%

UR gross revenue. $67,433

Staff

Total UR employees on staff 2
Professionals .2
Includes: 2 RNs

UR clients

Total 8

Covered lives/reviewed admissiom

Employee benefit plan lives serviced.............. 19,554

Acute care inpatient admissions reviewed.. 960
Diverted for outpatient treatment. 3%

UR services since: 1991.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay deterrni-
nation, discharge planning, retrospective
leview, outpatient service predetermina-
tion, case management.

Occasional UR services: Second surgi-
cal opinion, hospital bill audits, out-
patient psychiatric and substance abuse
services.

Reviews: Standard services, excluding
workers comp/disability. Also leviews
dental.

Officers: Jim Eggert, CEO; Gary Van
Arsdale, president; Gregg Nickell, vp

Employee Benefit
Management Services

P.O. Box 21367, Billings, Mom.
5910+1367; 406-245-3575;
fax: 406-259-7871

1993 Revenues

Total gross revenue. $2,685,000

UR direct to employers .,. 5%
Other services. .. 95%
UR gross revenue $127,890
Staff
Total UR employees on staff. 3
Professionals
Includes: 2 RNs
UR clients
Total 59
Covered lives/reviewed admissions
Employee benefit plan lives serviced. --18,870

UR services since: 1989.

Frequent UR services: Pneadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, outpatient psychiatric and sub-
stance abuse services, case management.

Occasional UR services: Second surgi-
cal opinion, hospital bill audits, outpa-
tient service predetermination.

Reviews: Group health, rehabilitation,
psychiatric/substance abuse.

Officers: Frederick H. Larson, presi-
dent; Nicki L. Larson, vp

The ETHIX Corp.

888 S.W. Fifth Ave, Suite 600,
Portland, Ore. 97201; 503-228-8888;
fax: 503-225-9555

1993 Revenues

Total gross revenue. -$42,996,000

UR gross Irvenue. .,.$16,293,000

Staff

Total UR employees on staff --63
Professionals 63
Includes 5 physicians, 58 RNs

UR employees on retainer. L NA

Includes: 108 physicians

UR clients

Tot=alo o LB 007~

Employer and group plans w/dimet service_.1,972

Covened lives/reviewed admissions

Employee benefit plan lives serviced..
Acutecaminpatentadmissions mviewed.

Diverted for outpatient treatment... ..
UR services since: 1986
URAC certined.

Continued on nert page
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No one goes the distance for you like GENEXsm -
America's most innovative medical and disability cost

containment company.

For over 15 years, GENEX has been reducing its clients'
claims costs through premier case management, our propri-

etary medical bill review system, utilization management
services and our professional medical staff. In fact, our total
managed care commitment has developed solutions for

over 8,000 customers.

Today, more than ever, we offer you greater cost savings
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Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
mview, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services, case management.

Occasional UR services Hospital bill
audits.

Reviews: Standard services, including
high-risk maternity

Branch offices: Denver; Clearwater,
Fla, lumbard, lll.; Indianapolls; Coving-
ton, La.; Dublin, Ohio; Bloomfield Hills,
Mich.; Bloomington, Minn.; St. Louis;
Charlotte, N.C.; Wayne, Pa.; Memphis,
Tenn.; San Antonio; Midvale and Salt
Lake City, Utah; Seattle.

Officers Stephen A. Gregg, chainnan;
Peter S. Linder, president; Dale White,
senior vp; Fredrick J. Davidson, vp-fi-

nance.

Contact: Mike Ulwelling.

I:

FARA Healthcare Management
2360 Rfth Ave., Mandeville, La. 70448;
504-624-8383; fax: 504-624-8489

1993 Revenues

Total gross revenue... . $13,000,000

UR direct to employers.... s 5%
UR to health care/insurance providers.. .....3.5%
Other services.................... ...... 91.5%

UR gross revenue. $250,000

Staff

Total UR employees on staff.. 5
Professionals.... .5
Includes: 5 RNs

UR clients

Total. 150

Employer and group plans w/direct service 53

Covered lives/reviewed admissions

Workers compensation lives serviced......... ...2,258
Acute care inpatient admissions reviewed. --NA
Diverted for outpatient treatment.................... 1%

UR services since: 1992.
Parent: FA. Richard & Associates Inc.

111
12

1/7 18

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, second surgical opin-
ion, outpatient service predetermination,
case management, frequency and appro-
priateness of medical services.

Occasional UR services: l,ength of stay
determination, discharge planning, ret-
rospective review, hospital bill audits,
outpatient psychiatric and substance
abuse services.

Reviews: Chiropractic, rehabilitation,
psychiatric/substance abuse, workers
comp/disability, dental.

Branch offices: Beaumont, Dallas and
Houston, Texas.

Officers: Francis A. Richard, president;
Todd Richard, ececutive vp; Reed A.
Bell, Dan Clark, senior vps.

Contact Kay Martin.

The J.P. Farley Corp.

24600 Center Ridge Road, Suite 425,
Westlake, Ohio, 44145; 216-871-6800;
fax: 216-871-1159

1993 Revenues

Total gross revenue $1,700,000
UR direct to employers. -12%
Other services... 8896

UR gross revenue $204,000

Staff

Total UR employees on staff. --3
Professionals..... .3
Includes: 3 RNs

UR employees on retainer........ ---NA
Includes: | physician

[JR clients

Employer and group plans w/direct service.......... 30

Covered lives/reviewed admissions

Employee benefit plantivesserviced. 10,000

Acute care inpatient admissions reviewed.. ...452
Diverted for outpatient treatment. 2%

UR services since: 1989.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage-
ment.

Reviews: Standard services, excluding
workers comp/disability. Also reviews

home health care.

Officers: James P. Farley, president;
Tricia Hannigan-Farley, vp; Dave Wolfe,
controller; Robert Tupka, marketing di-

rector; Scott Mancini, sales representa-
tive.

FIRST HEALTH Strategies Inc.
6975 Union Park Center, Suite 600,

Midvale, Utah 84047; 801-568-5500;
fax: 801-568-5652

1993 Revenues

$166,000,000

UR direct to employers 1296
Other services 88%

$20,000,000

Total gross revenue

UR gross revenue

Staff

Total UR employees on staff...
Professionals...................

Includes: 1 physician. 165 RNs, 10 licensed
practical nurses

UR employees on retainer. 112
Includes: 112 physicians

UR clients

Employer and group plans w/djrect setvice........ 712

Covered lives/reviewed admissions

Employee benefit plan lives serviced ......... 1,501,997

Workers compensation lives serviced

Acute care inpatient admissions reviewed.
Diverted for outpatient treatment...
UR services since: 1987.

Parent: First Financial Management
Corp.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, hospital bill audits, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management.

Occasional UR services: Second surgi-
cal opinion.

Reviews: Standard services, including
dental, home health, sldlled nursing, po-
diatric, hospice and high-risk pregnancy.

Branch offices: Atlanta; Pittsburgh;
Houston; Salt Lake City; Milwaukee.

Officers: Teny Nofsinger, president;
Ted White, COO; Dennis Bayes, CFO;
George Dreisbach, executive vp.

Contact: Robert Stevens, manager-
marketing support services.
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Florida Psychiatric

Management Inc.

1276 Minnesota Ave., Winter Park, Fla.
32789; 407447-1781 or
800-782-2052; fax: 407-647-0668

1993 Revenues

UR direct to employers. ---67%

UR to health care/insurance providers 22%

Other services 1%

Staff

Total UR employees on staff 46
Professionals 19

Includes: 3 physicians, 7 RNs
UR employees on retainer
Includes: 1 physician

UR clients

Total 20
Employer and group plans w/direct service 17
Covered lives/reviewed admissions

Employee benefit plan lives serviced.
UR services since: 1987.

..425,000

Parent Ramsay Health Care Inc.

Frequent UR services: Pmadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management.

Occasional UR services: Retrospective
review, hospital bill audits.

Reviews: Psychiatric/substance abuse.

Branch offices Miami.

Officers: Martin Lazoritz, president/
CEO; I. Paul Mandelkern, senior vp;
Robert W. Pollack, medical directon
David Cunningham, Christina R. Magaz,
vps-operations.

Contact: I. Paul Mandelkern.

Focus Healthcare

Management Inc.

7101 Executive Center Drive, Suite
375, Brentwood, Tenn. 37027;
615-377-9936

1993 Revenues

UR direct to employers. 2%
UR to health care/insurance providers 3096
Other services 68%
Staff

Total UR employees on staff 135

It took an entire bolt ofdom

or "the whole nine yards" - to)i:shion
a monk's robe. The phrase has come
to symbolize total commitment.

W .Ce'\\\
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he whole nine yards.

and convenience through our network of over 160 nation-
wide locations - all specializing in a seamless approach to
early identification, utilization management, comprehen-
sive case management and retrospective review services.
To find out how the GENEX professionals measure up,

call Pattie Wright at 610-993-2800. You'll see why every
other cost containment company comes up short.

Corporate Headquarters:

735 Chesterbrook Blvd., Suite 200

Wayne, Pennsylvania 19087

610-993-2800 Fax: 610-993-2819

Solving the Cos&/Care Equation

ProfessionalS. . ... .57

practical nurses
URemployeesonretainer... ..... ---50
Includes: 50 physicians

UR clients

Employer and group plans w/direct service.......... 10

Covered lives/reviewed admissions

Workers compensation lives serviced....17,000,000
Acute care inpatient admissions reviewed...... 15,000

UR services since: 1986.

Parent United HealthCare Corp.

URAC certified.

UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, outpatient
service predetermination, outpatient
psychiatric and substance abuse services.

Reviews: Chiropractic, rehabilitatidn,
workers comp/disability, dental, physical
therapy, first-party automobile casualty
medical review, general liability.

Branch offices: Arlington, Texas.

Officers: Stryker Warren Jr., chair-
man; David S. Iskowe, president/CEO/
CFO; James V Lackey, Lisa Getzfrid,
executive vps; Edward J. Bernacki, med-
ical advisory board.

Contact: Kim Riley, executive assis-
tant.

Frontline Health

Management Services
401 N. Executive Drive, Brookfield,

Ws. 53008; 800-558-9296;
fax: 414-797-2870

1993 Revenues*

UR to health care/insurance providers. -95%

Other services 5%

Staff

Total UR employees on staff.
Professionals.

11

Includes: 2 physicians, 6 RNs, 1 medical record
technician

UR dents
T e e ——m m _— =

Covered lives/reviewed admissions

Employee benefit plan lives serviced. 7,016

Continued on next page
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Continued from previous page

Acute care inpatient admissions reviewed. ----300

Diverted for outpatient treatment.. ............. 40%
* UR services direct to employers are available.

UR services since: 1993.

Parent The Mutual Group (U.S.) Em-
ployee Benefits.

URAC certified.

Frequent UR services: Preadmismon
certification, concurrent hospital
tmatment rpview, length of stay determi-
nation, discharge planning, retrospective
mview, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage-
ment, procedure code unbundling.

Reviews: Standard services, excluding
chiropractic.

Contact James B. Meyers, executive
director-managed care development.

Future Diagnostics Inc.
6380 Wilshire Blvd., Suite 900, Los
Angeles, Calif. 90048; 800-659-0200;

fax: 800-653-2147
1993 Revenues

Total gi'oss revenue $6,000,000

UR dimet to employers. .. 10%

UR to health care/insurance provideis.. ...... 10%
Other services 80%
UR gross mvenue ..........ccccccoeeiiiiicineiinnnnns $1,200,000

Staff

Total UR employees on staff.,.
Professionals..........

Includes: 2 RNs, 1 licensed practical nurse, 1
medical record technician

UE clients

Total. 20

UR services since: 1993.

Parent Future Diagnostics Inc.

Frequent UR services: Retrospective
review, medical necessity/appropriate-
ness of diagnostic tests.

Reviews: Workers comp/disability,
health benefit plans, radiology groups.

Officers Jaana Cohan, president; Ger-
ald Graber, director-operations; Bill
Wood, vp; Joan Lang, vp-contract rela-
tions; Helen White, director-UR.

Standard UR services include
group health, chiropractic, rehabili-
tation, psychiatric and substance
abuse and workers comp/disability.

G

Gateway Health
Management Services

19800 Detroit Road, Cleveland,

Ohio 44116; 8004424392;
fax: 216-356-0140

1993 Revenues

UR direct to employers. 96%
UR to health care/insurance providers 4%
Staff

UR Professionals 5

Includes: 4 RNs, 1 licensed practical nunse
UR employees on retainer. -so
Includes: 48 physicians, 2 nurses

Clients

Total. .187

Employer and group plans w/direct service. .183

Covemnd lives/reviewed admissions

Employee benefit plan lives serviced.............. 30,000

Acute care inpatient admissions reviewed__ 2,000
Diverted for outpatient treatment. 40%

UR services since: 1990.

Parent NA Management Corp.

Frequent UR services: Pmadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, case management.

Occasional UR services: Outpatient
psychiatric and substance abuse services.

Reviews: Standard services.

Officers: Donald T. Baker, president/
CEO; Alex Hahn, chairman; Mitchell
Wasserman, vp; Mary Margan, vp-fi-

nance; Martha Was, vp.
Contact: Mitchell Wasserman.

GENEX Services Inc.

735 Cheste,brook Blvd., Suite 200,

Wayne, Pa. 19087; 610-993-2800;
fax: 610-993-2819

1993 Revenues

UR direct to employers. 30%

UR to health care/insurance providers. --30%

Other services. ...40%

Staff

Total UR employees on staff. 20
Pmfessionals 18

Includes: 3 physicians, 15 RNs

WE BELIEVE A GOOD JOB CAN CURE
ALMOST AS MANY AILMENTS AS A GOOD DOCTOR.

At Continental Rehabilitation
Resources, we believe that returning to
work is both crucial to a patient's recovery
and a powerful means of controlling costs
for insurers and employers.

Take the case of Paul Christopher. In
1986, he fell ten feet at a construction
site, severely fracturing both wrists and
ending his career as a carpenter.

Paul's case manager at CRR arranged

his medical appointments and served as

expenses for a degree in Electrical

helped him evaluate his skills. Together
they decided on a new career for him:
electrical engineering.

CRR provided Pad with tuition and

Engjneering Technology. That led to Paul's
current position as Senior Engineering
Technician with a major power company.
A job that offered a starting sa ary $6,000
higher than his previous one end much

greater opportunity for advancement.

Paul's insurer was equally pleased

because his potentially unlimited medical

and workers' compensation benefits were

ANN® Continental

his liaison with doctors, employers and

adjusters. Then, following surgery, she

L/FL%

©1994 Continental Rehabilitation Resources, Inc.

Rehabilitation

Resources, Inc.

capped by his full return to work.

If you're seeking a comprehensive
rehabilitation program that goes to extra-
ordinary lengths for its patients while
reducing costs, consider the outstanding
record of one of the nation's most respon-
sive rehabilitation companies, CRR.

For more information about the wide
range of services available, call Britt Barbre

at 1-800-367-3735. Paul would approve.

UR employees on retainer. ---NA
Includes: 35 physicians

JR clients

Employer and group plans w/direct service.___.65

Covered lives/reviewed admissions

Employee benefit plan lives serviced. -.-30,000
Workers compensation lives serviced____ 200,000
Acute care inpatient admissions reviewed.. ..7,000

Diverted for outpatient treatment. 5%

UR services since: 1992.

Frequent UR services: Pmadmission
certification, concurrent hospital
treatment leview, length of stay detemli-
nation, discharge planning, retrospective
review, second surgical opinion, outpa-
tient service predetermination, case
management.

Occasional UR services: Hospital bill
audits, outpatient psychiatric and sub-
stance abuse selvices.

Reviews: Standard services.

Global Medical Review Inc.

964 Third Ave., 27th Floor, New York,
N.Y. 10155; 800-708-2525 or
212-593-0960;

fax: 212-593-7247

1993 Revenues

UR direct to employers...... -30%

UR to health care/insurance providers. ...20%

Other ServiCes ...t 50%

Staff

Total UR employees on staff.., -22
Professionals --10

Includes: 3 physicians, 4 RNs, 2 licensed practical
nurses, 1 medical record technician

UR employees on 1,3tainer. 47
Includes: 32 physicians, 15 nurses

UR clients

Total. 27

Employer and givup plans w/direct service e

Covered lives/reviewed admissions

Acute care inpatient admissions reviewed. -NA
Diverted for outpatient treatment.. ~17%
UR services since: 1988.

Frequent UR services: Pmadmission
certification, concurrent hospital
treatment review, discharge planning,
retrospective review, hospital bill audits,
outpatient service pmdetermination, out-
patient psychiatric and substance abuse
services, case management.

Occasional UR services: Length of stay
determination, second surgical opinion.

Reviews: Standard services, including
dental, death benefits, medical-legal,
product liability injuries, U.S. and for-
eign travel/accident.

Branch offices: Beverly Hills, Calif.

Officers: Judith Marshall, president;
Jerry Silva, CEO; Hamijlton Leach, vp-
marketing; R. Chira, vp-business affairs.

Contact: Judith Marshall or Hamilton
Leach.

Green Spring

Health Services Inc.

5565 Stemett Place, Columbia,
Md. 2104+2644; 410-740-9501;
fax: 410-7408573

1993 Revenues

$55,000,000
...80%

Total gross mvenue.
UR direct to employers.
UR tohealth carinsurancepmvideil

UR gross revenue. $43,900,0000

Staff

Total UR employees on staff -136
Professionals »136

Includes: 6 physicians, 28 RNs, 21 medical record
technicians

UR employees on retainer.,.........cc.ccoeiyiiiiicinan. 81

UR clients

Employer and group plans w/dinect service...30,000

Covered lives/reviewed admissions

Employee benefit plan lives serviced 7,000,000
Acute care inpatient admissions reviewed...... 15,608

UR services since: 1989.

Parent: Blue Cross of Western Penn-
sylvania, Blue Cross & Blue Shield of II-
linois, Pierce County Medical Bureau,
Blue Cross & Blue Shield of New Jersey.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, outpatient service predeteimina-
tion, outpatient psychiatric and sub-
stance abuse services, Case management.

Reviews: Psychiatric/substance abuse.

Branch offices: Chicago; Portland,
Maine; Columbia, Md.; Parsippany, N.J.;
Cincinnati; Pittsburgh; Providence, R.I.;
Chattanooga, Tenn.; Tacoma, Wash.

Officers: Paul G. Shoffeitt, vice chair-
man; Henry T. Harbin, president/CEO;
Clarissa Marques, senior vp/chief clinical
officer; Daniel J. Klein, senior vp-strate-
gic planning/development.

Contact: Dan Klein.

Continued on nert page
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H

Health Benefit Management

7600 Chevy Chase Dnve, Suite 500,
Austin, Texas 78752,800-580-4567,
fax 800-580-3123

1993 Revenues

UR direct to employers 97 %
UR to health care/insurance providers 307%

Other seivices 59 6%

Staff

Total UR employees on staff 25
Professionals 25

Includes 4 phymcians, 8 RNs
UR employees on retalner 25
Includes 25 physicians

UR chents

Tht 73

Employer and group plans w/direct semace 26
Frequent UR services: Preadmismon

certification, concurrent hospital UR gross revenue

treatment review, length of stay determi-
natton, discharge planning, retrospective
review, hospital bill audits, outpatient
service predetermination, outpatient
psychiatnc and substance abuse services,
case management

Occasional UR services: Second surgl-
cal opinion

Reviews: Chimpractic, rehabilitaton,
psychiatric/substance abuse, workers
comp/disability, casualty

Branch omces: Dallas, El Paso, Hous-
ton, Lubbock and San Antomo, Texas

Officers Ronald T Luke, chainnan,
Larry Mattmgly, president, Robert Mar-
quess, vp-marketing, Kann B Noon,
treasurer Veromca Jarrett, secretary

Contact: Jan Blecha, public relations

manager

Health Care 2000

660 Kenilworth Dnve, Towson,
Md 21204,410-296-8326

1993 Revenues

UR direct to employers 2096

UR to health care/insurance providers 80%

Stas

Total UR employees on staff 25
Profesmonals NA

Includes. 2 phymcians, 1 RN
UR employees on retainer 15
Includes 15 physicians

UR clients

Total 10

Employer and group plans w/direct service 8

Covered 1ves/revtewed admissions

Employee benefit plan lives serviced 60,000
UR services since: 1983

Parent: Fidelity Health Systems

UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
mvlew, second surgical opinion, hospital
bill audits, outpatient service predeter-
minatlon, outpatient psychiatne and
substance abuse services, case manage-
ment

Reviews: Group health.

Officers: Mitchell Diamond, president,
Richard Maffezzoh, medical director
Damelle Koziol, director-UR

Contact: Mitchell Diamond

Health Care Evaluation Inc.

6702 N. Inglewood Ave, Suite G,
Stockton, Calif 95207,209-951-6711,
fax 209-951-2731

1993 Revenues

Total gross revenue $2,500,000
UR direct to employee 95%
Other Selvices 5%

UR gross revenue $2,375,000

Staff

Total UR employees on staff 45
Professionals as

Includes 2 physicians, 22 RNs, 7 heensed
practical nurses, 14 medical record techniaans
UR employees on retalner 232

Includes 229 physicians, 3 nurses

UR chents
Total 80
Employer and group plans w/direct service 76
Covered lives/reviewed admissions

Employee benefit plan bves serviced
Workers compensation lives serviced

Acute can mpattent adm=ons revlewed 25,000
Diverted for outpatient treatment 1596

402,500
80,000

UR services since: 1968

URAC certified=

Frequent UR services: Preadmismon
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospectlve
review, second surgical opinion, hospital
bill audits, outpattent service predeter-

minabon, outpatient psychiatne and
substance abuse services, case manage-
ment

Reviews: Standard services, 1ncludmg
dental, high-nsk pregnancy and slolled
nursing facillty review

Branch offices: Bakersfield, Flesno,
Sacramento and San Francisco Bay
area, Calif

Officers: Bermce Wahler, premdent,
George Wilhams, vp, John Kellar, secre-
tary/medical director, Paul Wandel,
CFO, Jeff Roby, executwe director

Contact Stefan Paclotti, director-mar-
ketmg, 415-461-9152

Health Care Review Inc.

18587 Sigma Road, Suite 200, San
Anton,0, Texas 78258; 210490-9008,
fax 2104904948

1993 Revenues

Total gross revenue $2,331,467
UR direct to employers 3%
UR to health cam/insurance providers 42%
Other services 55%

$1,049,160

Cont;nued on next page
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Announcing the Third Edition of the
American Directory of Group Insurance Plans 1994

There's one for your sales areal!

73,500 Plans Nationally!
» Learn how 36,000 plan sponsors provide Health, Dental, Vision, Life, Long and«
Short Term Disability, Prepaid or Group Legal, Educational Assistance, .

Flex and Cafeteria plans to their employees. Who has
their business? Find out in the

new Edition for
1994.

These new sales and marketing directories provide complete coverage of the 100+ participant
group market showing insurance carriers, benefits, premiums, claims. retention. brokers, agents
and other providers with their addresses. fees and commissions! Includes self funded plans with

trust data and third party administration.

Judy Di,imond A,+octate., Ini « Wa.hint:ton, DC
Call 1.800-231.0669 for brochure & price list

SUCCESSFUL PERFORMANCES

REQUIRE A DELICATE BALANCE BETWEEN

1 A L DEe™er.

o ./ -4t, 6O A - #

ear.

%A A0 W

STRENGTH AND FLEXIBILITY.

.C; .. ..... TOMORROW'S
SOLUTIONS TODAY.

In today's uncertain health
care environment, you need
an Insurance company

that's strong, flexible, and
financially stable.

That company is Trans-General.
Our financial portfolio is
comprised of highly liquid
investments that provide
attractive returns. All are

rated AA or higher.

Our flexible approach to
underwriting lets us respond
to your clients' exact needs.
. And our strategically located
sales offices allow us to respond

. to regional opportunities with
local solutions.

From aggregate and specific
stop loss to voluntary life and
disabihty, our wide range of
< group products means your
clients get coverage they can

count on.

To find out more about

Trans-General's solutions, call

3~ad us at 1-800-328-5433.

A£* %o~

TRANS-GENERAL
- INSURANCE GROUP

A VERITUS COMPANY

oit Beach « Pittsburgh « Salt Lake City
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Cut VOI,r Wri k-

* Rehabilitv

CORPO RATIO M/

Early Return To Work SysternW

Early Medical
Intervention

« Compensation costs lowered
by as much as 50%

* 95% Of workers return to work
unrestricted in six weeks or less

* Less than 3% Of workers are
surgical candidates

Employee Tracking

Utilization Review

Care plans based upon
objective critieria

For more information, please call Tom Miller at (615) 377-2937
111 Westwood Place, Suite 210 » Brentwood, TN 37027

HARD WORK HAS ITS OWN REWARDS.

For the past seven *ars, USFRE INSURANCE
COMPANY has been providing comple-
hensive, costeffective ieinsurance for a

broad range ofproperty and casualtyrisks.

Our innovative underwriters have aminged

both facultative and Maty pr()gns despite

dimcult market conditions and an unpiece-

credential-an acknowledgement of USF RE
INSURANCE COMPANB financial sttength
andoutsmnding opemting performance - is
a stepping stone in our continued growth in
theminsumnce arena.

Soifyouk looking forastable, arative
insurince resource, calf USF RE oryour
reinsurance intermediary We'll work hard to
make doingbusiness easier for you.

dented arrayof natural disasters.

In recognition of these accomplish-
ments, A.M. Best Company has awardedus
an A- (Excellent)VIl ing. This important

USF RE INSURANCE COMPANY
a US Facilities Corporation Subsidiaty
6501bwn Center DE, Suite 1600, Costa Mesa, CA 92626 (714) 549-1600 Fax: (714) 241-0184
US Fadlities Corporation US Benefits*- USF RE INSURANCE COMPANY* USB Insurance Senices* USF Insurance Comimny+ US MedCam Review Inc
US Facilities Corporation common stock is traded on the NASDAQ National Market System under the symbol USRE

© US FaciliCorpomdon. 1991

Continued from previous page

Staff

...20
11

Total UR employees on staff.
Professionals.. .

Includes: 2 physicians, 5 RNs, 2 licensed practical
nurses, 2 medical record technicians

URemployees on retainer.....,............. ..... .140
Includes: 117 physidans, 23 numes

UR clients,

Employer and gmup plans w/direct service.......... 18

Covered Uves/reviewed admissions

Employee benefit plan lives saviced. 836
Workers compensation lives serviced

Acute care inpatient admissions reviewe 1,765
Diverted for outpatient tmatment.
UR services since: 1986.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, relmspective
mview, second surgical opinion, hospital
bill audits, case management.

Oecasional UR services: Outpatient
service predetermination, outpatient
psychiatric and substance abuse services.

Reviews: Standani services, including
dental, auto liability, medical-legal files,
PPOs.

Officers Robert D. Brown, CEO/chair-
man; Dolores Y. Morton, president; Mau-
men Brvwn, CFO.

Contact Maureen Bmwn.

Health Cost Consultants Inc.

1945 Old Gallows Road, Suite 250,
Vienna, Va. 22182; 703883-0217;
fax: 703-883-2956

1993 Revenues

Total gross revenue. ...$117,790,000

UR direct to employers

UR to health care/insurance providers _62%
Other SelViCeS......ccc. weveeee weeeeeeanye, R 10%
Staff
Total UR employees on staff...,... 37

Professionals
Includes: 5 physicians, 24 RNs, 1 licensed
practical nurse, 7 medical record techniciansi

UR employees on retainer. 106
Includes: 106 physicians

UR clients

T e W ——m E P — - 4

Employer and group plans w/direct service 7

Cowmd lives/reviewed admissions

Employee benefit plan lives serviced..... ... 350,000
Workers compensation lives serviced _._40,000
Acute care inpatient admissions reviewed

Diverted for outpatient tmatment

UR services since: 1983.

Parent: PHP Healthcare Corp.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services, case management, medical
chart consulting.

Occasional UR services: Hospital bill
audits.

Reviews: Standard services, including
high-risk pregnancy.

Branch offices: Plantation, Fla.

Officers: Debbie Scheff, premdent; Sal-
ly-Ann Polson, vp-marketing, Louis
Pugsley, vp-medical affairs; Ann Meyer,
vp-operations.

Contact: Carolyn Smith, marketing

manager.

Health Design Plus

15 Atte,bury Blvd., Hudson,
Ohio 44236; 800-877-5843;
fax: 216-656-9387

1993 Revenues

UR direct to employers - 70%
Other services 30%
Staff

Total UR employees on staff 4

Professionals
Includes: 1 physician, 3 RNs

UR clients

LI 16
Employer and group plans w/direct service.... .. 16
Covered lives/reviewed admissions

Employee benefit plan lives serviced. 8,500

UR services since: 1989.

Ftequent UR services: Pmadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, hospital bill audits, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management.

Occasional UR services: Second surgi-
cal opinion.

Reviews Standard services, excluding
workers comp/disability. Also reviews
prenatal.

Officers: M. Ruth Coleman, president;
Morton Grossman medical director;

Connie Jones, director-managed care.

Health Direct

1011 E. Touhy Ave., Suite 500, Des
Plaines, 111. 60018; 708-391-9500;
fax: 708-390-7715

1993 Revenues

UR direct to employers. _40%
UR to health camance providers. 40%
Staff

Total UR employees on staff. -125

Includes: 3 physicians, 105 RNs, 2 licensed
practical nurses

UR employees on retainer. .24
Includes: 10 physicians, 14 nurses

UR clients

Toul 400

Employer and gmup plans w/direct service.. .,340

Covered tivestreviewed admissions

Employee benefit plan lives serviced 1,000,000
Acute care inpatient admissions reviewed...... 50,000

UR services since: 1980.

Parent: EHS Health Care, Lutheran
General Health System

URAC certified.

Frequent UR services Pmadmission
certification, concurrent hospital
teatment review, length of stay determi-
nation, discharge planning, retrospective
leview, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services, case management, surgical case
review, special case review.

Occasional UR services: Hospital bill
audits.

Reviews: Standad services, including
podiatric and high-risk maternity.

Officers: Charles Stark, president/
CEO; Jenifer Cline, COO; Kerry Finne-
gan, vp-sales/marketing Les Preuss,
vp-finance/administration; Steven Ti-
wald, vp-networks/consulting.

Contact Julie Barth, marketing man-

ager.

Health Economics Corp.

5001 Spring Valley Road, Suite 1000E,
Dallas, Texas, 75244; 21+789-6400;
fax: 214-789-6412

1993 Revenues

Total gr-oss revenue $29,000,000
UR dimet to employeis 16%
Other services .84%

UR gmss mvenue. $4,700,000

Staff

Total UR employees on staff. 50
Professionals......... .. ..46

Includes: 3 physicians, 28 RNs, 15 licensed
practical nurses

UR employees on iptainer._ ____ 12
Includes: 12 physicians

UB clients

Tot-Al 68

Employer and group plans w/dinsct service,__ 68

Covered lives/reviewed admissions

Employee benefit plan lives serviced- _500,000

Workers compensation lives serviced......

Acute cane inpatient admissions reviewed.
Diverted for outpatient treatment.
UR services since: 1984.

Parent Equifax Ine.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, second surgi-
cal opinion, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage-
ment.

Occasional UR services: Retrospective
review, hospital bill audits.

Reviews: Standard services, including
high-risk pregnancy and behavioral
health.

Branch offices Cedar Rapids, lowa;
Houston.

Officers: Dick Hemnann, president/
CEO; Parks Houser, senior vp-opera-
tons; Nancy Coleman, senior vp-health
care administration; Larry Dotin, vp-
managed care/corporate medical dime-
tori Tom Dubowski, vp/controller.

Contact Barbara Mercer, manager-
marketing, 214-789-6444.

Health International Inc.

1840 Century Park East, Suite 770,
Los Angeles, Calif. 90067;
800-333-3760; fax: 602-948-2523

1993 Revenues

Total gross revenue........... $7,000,000
UR direct to employers. 90%
UR to health care/Insurance providers 10%

UR givss mvenue...........ccccceieeiieniiiniiiinnnnd $7,000,000

Staff

Total UR employees on staff .. 85
Professionals 58

Includes: 4 physicians, 53 RNs, 1 licensed
practical nurse
Continued on neoct page
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A special editorial section

sent exclusively
to insurers and reinsurers

Finding a niche

j Insurers decide that specialization pays off

411

By GAVIN SOUTER

ig losses in several lines of
business are forcing insur-
ers to review their under-
writing strategies.
And, following those
reviews, many insurers
are dedding that the way back to
underwriting profit is spedalimtion.

While the days of the multiline in-
surer are far from numbered, many
insurers are picking and choosing
business niches rather than trying to
be all things to all people, insurers
and brokers say.

Insurers now are more carefully
analyzing their results by spedfic
business and geographical area and
concentrating their efforts on the
lines in which they are making mon-
ey-rather than losing it.

Insurers are unbundling their port-
folios, and units that are losing
money are being revamped, shut
down or sold off. And those compa-

1 7/

UJ

" (C.-TWir, /1/4* AteflL/*34

46* ra-",4-14.1r" |-

—i = =

1 %+43

that they do not have the expertise
or desire to partidpate in certain ar-
eas, they are selling business units or
subsidiaries to other companies that
still have an appetite for the busi-
ness, he said.
"It would appear that the way to
succeed in the insurance industry
is to specialize " agreed Brian

- - 55H499rROf- " f O0O'Hara, president and chief op-
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nies that continue to offer broad ar-
rays of coverages are trying to better
control the risks they accept through
tighter underwriting guidelines and
more field visits to policyholders.
Most of the changes in strategy are
being seen in middle-market ac-
counts where there is a lot of risk
transfer, said Horace Holcomb, direc-
tor of Impact, a market intelligence
focus group within Alexander & Al-
exander Services Inc in New York.
"Companies are concentrating on
niches where th«ve done a lot of
research....They feel that they have
a well-spread book and that they un-
derstand the risks better, so they can
separate the good from the bad," he
said. These companies then develop
specialized loss control, claims han-
dling and legal departments with ex-
pen knowledge of particular fields,
rather than asking the same staff to
handle numerous different types of
business, Mr. Holcomb said.

And where insurers are finding

erating officer of Bermuda-
based excess liability insurer

X.L Insurance Co. Ltd.
Over the past few years,
several large multiline insurers
have downsized and segmented
their business units in an effort
to become more specialized, he
said. "Ws hard to find an instance

where it isn't happening "

Through specialization, companies
gain more control over the risks they
insure, he said.

While the price of coverage re-
mains an important factor in under-
writing, it is becoming less impor-
tant as companies spedalize more,
Mr. O'Hara said. "There are more
qualitative factors, such as coverage
and continuity, that you expect from
spedalist providers."

Both insurers and policyholders

benefit from specialization, Mr.
O'Hara said: Insurers have better

control over their risks, and custom-
ers have more stable coverage.

"So if you are buying casualty cov-
erage, you do not have the situation
where your coverage is cut off be-
cause your carrier is suffering badly
on the property side," he said.

Also, customers will not be sub-
iected to broad micing cycles. In-
stead, there will be "microcycles"
dunng which the cost of different el-
ements of a companfs insurance
program will rise and fall at different
times, he said.

Gaining greater control of the risks

Continued on page 26L
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Disaster plans guide post=quake recovery

Resourceful employees speed insurers' return to normalcy

By LOUISE KERTESZ

isaster response

aNS NEINBSEYEr)
|
trakck after the earth-
quake shook their operations into
disarray.

In addition to advance planning,
the insurers also counted on the
resourcefulness of their employees
to meet the challenge of cleaning
up and resuming operations.

Woodland Hills-based 20th Cen-
tury Insurance Co.'s business re-
sumption plan-which includes a
crisis communication plan, an in-
formation services plan and a hu-
man resources plan-is designed
"to coincide with disaster recov-
ery," said Richard Dinon, senior
VP.

"But many of those plans stand
alone" and are put into effect to
respond to various situations, he
said. For example, the crisis com-
munication plan has been used to
respond to Proposition 103 issues
and hearings, he said.

Company officers are issued
cards with phone numbers of
other officers. They also have
manuals detailing the insurer's
business resumption plan that
they keep at home and in their
cars.

"Since my area is communica-
tions, my first action at home was
to get my crisis communications
manual, open it up and start mak-
ing contact with other officers.
When | came to the office, | as-
sessed the situation and dictated a

news release to the St. Louis office

of our public relations firm" be-
cause the insurer's public relations
firm's Los Angeles office was not
operating and phone circuits into
major cities like New York were
tied up, Mr. Dinon said.

Each employee is issued a card
that contains basic instructions on
listening to news stations, toll-free
numbers to dial for instructions,
and information on "telephone
trees” to maintain contact with
fellow workers, Mr. Dinon said.

When company executives en-
tered 20th Century's 11-story
headquarters on Monday morning
with flashlights, they found exten-
sive damage that was typical for
structures near the epicenter in
Northridge. Woodland Hills is less
than 10 miles from Northridge.

More than half of the building's
windows were blown out. "Some
of the facade was cracked, the en-
tryway near the support columns
had buckled, the drywall inside
the stairwells had many fractures
and had fallen in. We had no
power, no phones and no water,"
he explained.

An 8,000-pound mainframe
computer had been moved about a
foot by the quake, while some of
the system's drives had toppled.
The computer handles the compa-
ny's accounting, policy mainte-
nance and claims records.

One floor, which was used pri-
marily for customer files, was "sev-
eral feet deep in files," he said. "It
was like the photos of many peo-
ple's kitchens (after the quake). All
the doors were open and every-
thing was on the floor."

Four other 20th Century loca-
tions in the area suffered the same
kind of damage, he said.

Employees began arriving the
morning after the quake and were

put to work taking claims informa-
tion from policyholders who had

come directly to the insurer's of-
fices. One worker borrowed a tent

from her son's soccer team and the
company set up claims-handling
operations in the parking lot.

The insurer subsequently rented
tents that covered about 15,000
square feet of parking lot. The
tents were "not part of the busi-
ness plan, but they became part of
the business solution," the spokes-
man quipped. Even more impor-
tant than a business plan are re-
sourceful employees who respond
quickly and imaginatively to cri-

ses, he said.

20th Century also rented a truck
with a large electricity generator
from a movie studio. That pow-
ered computers, faxes and tele-
phone equipment under the tents.

Meanwhile, 20th Century had to
decide whether it could restore its
headquarters building or if it
would need to move operations to
another site. The company con-
tacted a real estate agent who has
worked with 20th Century for

more than a decade. "His first ac-
tion was to locate alternative sites
in the event our building could
not be made habitable,” Mr. Di-

Rehnce Re underw*tes through Reliince Insurance Company

non said.

"A company's relationship with
its vendors is very, very important;
part of the responsiveness and
quickness of our recovery is be-
cause of the good relationships
and responsibility and imagina-
tion of our vendors as well.”

A main problem in the head-
quarters was that once water was
restored, the pressure was inade-
quate to operate the computer's
cooling system. The insurer solved
that problem by directing all the
water within the headquarters
building to the computer's water-
cooled system.

"What we learned is that infra-

structure damage affects even the

best of plans, and those issues will
be addressed as we go into our fu-
ture,” Mr. Dinon said. When the
plan was drafted, "we thought
about water, but not water pres-
sure," he said, adding that the
computer system was not water-
cooled when the insurer moved
into the building in 1980.

Because rain was forecast for the
first weekend after the quake and
minor damage to the building was
repaired, "we decided to bring op-
erations inside," he said.

A customer relations area was

"converted to a war room. . .to ac-

commodate large quantities of
walk-in business” as hundreds of

policyholders turned up to file

claims.
The insurer hasn't yet pegged
the cost of cleanup and repair, not-
Continued on next page
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Continued from previous page
ing its first priority is to get checks to
policyholders.
20th Century purchased insurance
coverage for its electronic data pro-
cessing equipment "that will provide
us some recovery." But it has not de-
termined if the equipment sustained
enough damage to exceed the poli-
cy's deductible, Mr. Dinon said.
"We're self-insured for the rest, for
our own improvements and equip-
ment" in the leased building, he said.
Farmers Group Inc. also followed
an emergency preparedness plan that
laid out disaster recovery responsibili-
ties for upper management at its re-
gional office in Simi Valley, about
four miles west of the epicenter, said
Stan Smith, vp and regional manager.
The five-story building, which
houses operations that service South-
em California, sustained damage to

all floors. The top floor was "by far
the worst," because all the heating
ducts came down, he said.

Staff was out of the building for the
entire week after the quake.

The building situation was "very
chaotic,” with overturned desks,
about 50 broken computer terminals
and "severely cracked drywall." There
was no power, and the telephone,
fire prevention and sanitation sys-
tems were not working, he said.

"Fortunately, we had a catastrophe
daims system already set up in Pasa-
dena, which we had not yet shut
down from the fires" that swept
through Malibu last October, Mr.
Smith observed. But "the main diffi-
culty we and other companies faced
is that phone lines were totally unre-
liable for some time.

"That was to be expected,” he

noted. No system can be completely

"earthquake proof'-and American
Telephone & Telegraph Co. was
"very responsive" to the insurer's
need to add 28 lines to its toll-free
number for dairns handling.

'Then we had to do simple things"
like scattering three mobile homes
around the region to conduct onsite
daims handling, he said.

Meanwhile, about 400 employee
volunteers picked up "hundreds of
thousands of files" and cleaned up
overturned plants, broken glass and
"everything (that fell) off the wall.”
Because water in the cooling system
leaked, almost every floor suffered
water damage and employees had to
deploy "massive commercial dehu-
midifiers and fans," he said.

"If the earthquake had hit in nor-
mal business hours, we would have
had many severe injuries-if not
deaths," Mr. Smith observed.
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"We will be looking at working
with the contractor who built the

building to determine if we can use
an alternative method to secure the
heating ducts more strongly," Mr.
Smith said. The company also will
look for a method to keep files from
tumbling out of their shelving.

After the quake, "we were scram-
bling to find a structural engineer,"
he also pointed out. "What we will
do is develop a working relationship
with a local structural engineer so
that we could have someone on the
scene the day of the disaster and not
the day after. We had to bring (an
engineer) from Irvine, and it was not
easy to slug up the (freeway) the day
after the quake."

He has already asked department
heads to review the insurer's 50-page
preparedness plan and to "provide
lists of changes or anything to add."

Farmers is "keeping extremely de-
tailed records" of repair costs for its
earthquake insurer, which is a mem-
ber of the Factory Mutual System,
Mr. Smith said. Its deductible is more

than $ 1 million.

TIG Group Inc.'s leased 17-story
main building in Woodland Hills,
which was built in 1981, rode the
quake "like a fine ship," said Eli Dat>
ich, chief administrative officer.

Following TIG's business resump
tion plan, once the building was ex-
amined and declared structurally
sound, the insurer set up a command
center on the third floor. It was
staffed by the manager in charge of
the plan and designated employees,
who proceeded to deal with cleaning
up debris.

Staff were issued personal comput,
ers "and over half our program staff
worked from home for about a week”
while minor damage to the main
building was being repaired, he said.

Meanwhile, a quarter-mile away,
TIG's 196()s-era four-story Victory
Building, which housed important
files, sustained "substantial damage'
and can't be used without repairs, he

said.

TIG staff immediately identified
and removed crudal files from the
leased Victory building "in order to
keep our claims process current,” Mr.
Dabich said. The building is now be-
ing shored up while insurance adjust-
ers work with structural engineers to
assess repair costs.

Tagging the important files to bf
removed involved "on-the-spot ded
sion making," Mr. Dabich said. "A
lesson teamed from this whole thing
is to depend less on paper and more
on electronic backup." Fortunately,
the insurer's data processing center is
in San Diego and "we never lost sys-
tem support throughout the whole
process."

"Once we were certain that the

main building was structurally sound,
we turned to the welfare of our em-
ployees," Mr. Dabich said. "Really,
the concern was for their well-being
and if we can help them in any
way." The insurer provided tempo
rary housing for 14 employees whc
had lost their homes or apartments
due to quake damage.

T[G was able to contact most 01
the 750 employees who worked in
the Woodland Hills complex within
a few days of the quake. A mailgram
was drafted and issued from the com-
mand center, telling employees to
contact an 800 number that gave thc
status of the building and when to re-
port back to work, Mr. Dabich ex-
plained.

When they did return, on Mon-
day, Jan. 24, a week after the quake,
"we gave them a handout that

showed them road closures and alter-

nate routes and gave day care infor-
mation"” and train and bus schedules.
A crisis management consultant
finn, spedalizing in psychological
consulting following a disaster, was
hired and met with employees in
groups and individually. And, the in-
surer hung a big sign in the lobby
that read, "Welcome back. We care."
"The life of our business is our em-
ployees," Mr. Dabich asserted. Em-
ployees experienced "a lot of stress"
as a result of the quake, "and really

what we tried to do is make the
workplace a stabilizing influence in
their lives.

"What we're doing now is going
through the (business resumption)
plan line-by-line. We'll review the
plan in its entirety. Based on what
we've just gone through, it's an ideal
time" to review the plan, he said.

The Northridge quake was the first
test of T[G's plan in an earthquake.

T[G has not yet assessed the cost of
cleanup and repair, which will be
"applied toward the deductible" of its
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By William D. Brown
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serious problem for our nation's
businesses. Having spent most of my
professional life dealing with
white-collar crime, it is apparent that
the con artist has replaced the safe
cracker and the smoking gun has
given way to "cooked books."

I have seen the evolution of such
schemes over the past 20 years, in
my experience with the Federal
Bureau of Investigation, as a public
accountant and as an attorney. Two
examples of such schemes are
land-development fraud and the

savings and loan scandal.
The common elements in all

white-collar crime cases are
sophisticated con artists, complex
schemes and a general reluctance to
prosecute the culprits.

Inszirance fraud, which is often
perpetrated against the
policyholders by sham companies, is
rapidly becoming a nationwide
epidemic. The Economic Crime
Council, a federal law enforcement
group, has identified the problem as
a "special emphasis area."

Consequently, insurance fraud
working groups have been created
in a number of jurisdictions and
include experts from the FBI,
Internal Revenue Service, U.S.
postal inspectors and assistant U.S.
attorneys.

The nature of the insurance

business makes it susceptible to

17 Perspect#lve

fraud because it is a

risk-distribution system driven by
constant demand for insurance
products. This demand creates a
steady flow of cash that must be
accumulated in liquid reserves in
order to pay claims.

Steady cash flow is very attractive
to con artists and can easily be
diverted. Large accumulations of
liquid assets make insurers
attractive for "takeover and loot”
schemes. And the pressure t©
generate a return on reserve funds
creates an opportunity for crooks to
sell worthless assets to insurers, thus
depleting the reserves.

In a "takeover and loot" scheme,
con artists gain some control of a
company by buying stock or
contributing capital. A capital
infusion may take the form of a
promissory note, and stock may be
bought with bogus assets.
Capital-deficient and small
companies that are seeking
additional capital are the most
vulnerable to this type of scheme.
Once the crooks are inside the
company, it's mlatively easy for
them to divert the company's funds.

The natural time lag in the claims
payment process also impedes the
detection of fraud perpetrated by
insurers. Policyholders expect a
delay in the processing of a claim,
and a company's stalling
tactics-such as letters saying the

claim is being processed-do not
alert the MAimant, thereby fostering
in the claimant’'s mind a false sense
of security.

Because of the delays in the
claims process, a consumer
complaint with the insurance
department is delayed. Fraud
generally is detected through
consumer complaints, and the lag
time gives the con artist the
opportunity to collect more
premiums. This also creates a
window of opportunity to destroy
evidence and divert assets.

The states supervise the insurance
industry through a complex system
of statutes and regulations.
Policyholders rely on regdators to
safeguard their premiums and to
enmire that reserves from which
claims are paid actually exist.

However, the mgulatory system is
not designed to deal with fraud, and
thus resources for this purpose are
scarce. Or. the other hand, each
state's licensing and filing
requirements facilitate prosecution
of bogus insurers by laying the
foundation for charges such as mail
or wire fraud.

It is important to understand the
broad scope and nature of insurance
fraud and how it affects our
personal lives and businesses.

Insurance policies coveling a wide
range of risks may be written by
bogus or capital-deficient
companies. These policies run the
gamut from property and casualty
to environmental risks. Recently,
there has been a rise in health

insurance-related fraud involving
multiemployer welfare agreements
that frequently arise out of
employee-leasing arrangements.

In the end, policyholders and
claimants are left "holding the bag"
when these sham companies are not
around to pay claims.

Compounding the problem is the
spread of insurance fraud
internationally, as the criminals find
safe havens overseas.

Since 1991, when the U.S.
Senate's Permanent Subcommittee
on Investigations held hearings on
insurance fraud, Congress has
shown an increasing interest in
regulating the insurance industry.
The 1991 inquiry focused on the
activities of Alan Teale and others
who were involved in the operation
of various domestic and offshore
insurers (BI, July 1, 1991).

Savings and loan players and
their favorite schemes are
resurfacing in the insurance
industry as well. Notorious S&L
"slicks" have been linked to
questionable real estate transactions
involving failed insurers. Inflated
real estate projects and worthless

loan participations are being used to
steal insurance reserves.

Similar to a "takeover and loot”
plan, schemes involving real estate
use a company's liquid assets to
purchase grossly overvalued real
estate projects, perhaps in collusion
with the developers. On paper, it

appears the company has increased
its assets when it hasn't. This

scheme is intended to make a

fraud surge challenges the justice system

company's books look better to
regulators.

The road is a familiar one, with
the same tragedy waiting at the end.

Like other white-collar crime,
insurance fraud presents
investigative difficulties that must
be overcome.

Insurance fraud is particularly
difficult to investigate because of
the complex regulatory framework,
sophisticated schemes and the ,
prevalence of con artists.
Complicating things further is the
need for a forensic examination,
which involves an analysis of
voluminous documents. Many good
cases are abandoned out of
frustration when an investigator or
prosecutor gets lost or bogged down
in the paper trail.

Because fraudulent activity has
reached national proportions, the
state and federal criminal justice
system must act as the "safety net"
for the public. Aggressive
prosecution is the only language
that con artists understand.
Unfortunately, the criminal justice
system is slow to react and rarely
compensates the victims.

Therefore, each of us bears some
responsibility for our own
protection against fraudulent
insurance schemes. 121

William D. Brown manages the
Dallas office of Hankin & Co., a Los
Angeles-based business advisory firm
that specializes in general and
forensic consulting.
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Sometimes a discussion with a reinsurance visitor
just isn't wrapped up at 5:00. So, for many of our
clients at Lincoln National, the doors stay open late.
Or we move the discussion down the street to Cindy's

What makes a city with no palm trees such

an attraction?

Open Late.

Every year, hundreds of reinsurance clients visit

Lincoln National offices in Fort Wayne, Indiana. There
are plenty of reasons. None of which have anything to
do with our balmy Midwestern climate.

Ouir visitors don't come here only for the
personalized training and consulting.-they come for
the professional relationships as well. Whatever your
needs or interests, we tailor an agenda to fit It might
include discussions, training or just networking.

The only reinsurer with this much to offer.

As the largest life/health reinsurer in the U.S.,
Lincoln National offers a wealth of expertise. From
underwriting to claims, actuarial to medical, data
processing to administrative areas. Because we're
also part of a large multi-line insurance company, we
have a broad base of resources to tag.

If you'd like to learn more about the visitor program
for our clients, just call Joanne Collins, Director of
Marketing at 1-8004418989 or your Lincoln National

account executive. And be sure to mention that

you've heard about the great chocolate milkshakes
down the street.
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The Reinsurance Resource.
One Reinsurance Place

1700 Magnavox Way « Fort Wayne, Indiana 46804



4  Its power is historical.

Thomas Jefferson was one of
the greatest advocates of freedom
our nation has ever known. Without

his efforts, many of the personal

liberties we enjoy today might not

exist.

History clearly demonstrates the
valuable role advocates play. And it
is the benefit of advocacy which sets
the brokered channel apart in the
world of reinsurance.

When you buy reinsurance
through the brokered channel, the
broker works for you. Your broker
Is an independent advocate whose
vital concern is your best interests.
An advocate who is free to act on
your behalf to pursue the best options
in the marketplace. An advocate
with the expertise to negotiate the
best terms and conditions for your
particular situation.

When you use the brokered
channel, you rely on someone
who thinks of your interests first.
Discover the difference a strong
advocate can make.

The Brokered Reinsurance Channel.
Advocacy in the strongest sense.

Brokers & Reinsurance

3? '}l | Markets Association

BRMA is an associalion comprised of leading reinsurance intermediary and underwriling firms representing
a channel of more than $8 billion in reinsurance surplus.

For more information, call 1-800-BKR-MRKT
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Swindler's List: Coalition names top fraud artists

By MARK A. HOFMANN

t's a distinction that de-

mands the adjective

"dubious"-being named as
perpetrator of one of the Top
10 Insurance Fraud Cases of
the Year.

Yet that's the list on which a se-
lect group of individuals and orga-
nizations found themselves earlier
this month when the Coalition
Against Insurance Fraud an-
nounced its first annual "win-
ners.”

And recognition for some of
those on the list may not end with
this year's announcement, said
Dennis Jay, executive director of
the Washington-based coalition.
He's thinking about creating an
Insurance Fraud Hall of Fame.

"We'll put it in Cleveland, right
next to the Rock 'n' Roll Hall of
Fame," he loked.

Actually, there's nothing funny
about insurance fraud, said Mr.
Jay, who took the helm of the new
coalition last year. Property/casu-
alty insurance fraud costs the na-
tion at least $17 billion annually,
according to industry estimates.

The coalition took form last June
as a broad-based group whose pur-

Wit]1 A-PLUS, die Automated
Property Loss Underwriting
System. The only industry-
sponsored, comprehensive prop-

Alan Teale's scams cited as No. 1 insurance fraud of 1993

pose is to attack all facets of prop-
erty/casualty insurance fraud. Its
members include individual insur-
ance companies and trade associa-
tions, government associations,
prosecutors and consumer groups.

Mr. Jay said the reason the coali-
tion decided to name a Top 10 of
Insurance Fraud was to demon-
strate the diversity of fraud.
"When most people think about
insurance fraud, they tend to
think about it in a very narrow
way," he said. Some people think
about claims fraud, others think
about fraud committed by insur-
ers, while still others think about
fraud perpetrated by consumers,
he said.

The resulting list was drawn
from nominations made by about
20 different state and federal pros-
ecutors, said Mr. Jay.

"Everybody wanted their favor-
ite case in the Top 10," he said.

Even though the cases chosen
weren't necessarily the worst in
terms of dollars lost, they did rep-
resent "some of the worst and
most bizarre" examples of their
particular category of fraud, said
Mr. Jay. He added that only cases

that had been resolved were cho-
sen for inclusion.

No. 1 on the list, a case that the
coalition calls the "Super Bowl of
Insurance Fraud," involves the op-
erations of Alan Teale. According
to the coalition's citation, Mr.
Teale, who was sentenced in De-
cember to 17 years in prison,
"used a wide variety of insurance

Property/casualty
insurance fraud costs

the nation at least $17
billion annually, the
industry estimates.

and reinsurance operations to take
in millions of dollars of premiums
and resisted paying out claims by
blaming policyholders, claims ad-
justers, insurance agents and attor-
neys. As authorities shut one com-
pany down, others sprang up."
The Teale operations, which fell
under the category of insurer
fraud, caused economic damage of

A-PLUS is simple to use.
It's easily accessed tllirough main-
frame or personal computer. It's
inexpensive - especially when you

erty and liability loss database for consider the positive impact it

commercial lines underwriters.

A-PLUS lets you go beyond the

will have on your underwriting
~e=ults. So find out if your com-

application to get tile Lind ot loss pany subscribes to A-PLUS. If

information critical to mabing
more informed decisions. Verify

it does, use it. It not, use your tele-
phone and call 1-800-38-APLUS

claim histories. Uncover dupli- A for more information on

cate coverage. Before you . -
write tile policy.

2-.1.8">-27* tf

147> writing tool.

this valuable under-

THE BEST UNDERWRITING VINTELLIGENCEINTHE BUSINESS.

A-PLUS is a division of the American Insurance Services Group, Inc, an industry-supported organization

and leading p, vder of 1- data.

$72 million, according to the coa-
lition UN, Dec. 6, 1993; Aug. 9,
1993).

No. 2 on the list, which also fell
into the insurer fraud category,
dealt with the activities of Norman
Bramson and his sons Leonard and
Martin. The Bramsons created a
network of unlicensed insurance
companies that sold medical mal-
practice coverage to hard-to-insure
physicians. The companies rou-

tinely denied claims, and premi-
ums were diverted to overseas

bank accounts.

"When challenged by doctors or
regulators, the Bramsons would
close down the business and re-
open, using a different name. Doz-
ens of physicians were left in fi-
nancial ruin; injured patients were
left with no compensation for
their suffering,"” according to the
coalition's citation. The coalition
puts the cost of the Bramsons'
fraud at $100 million.

Leonard Bramson has been con-

victed and Norman pleaded guilty
to a conspiracy role in the scam.
Martin Bramson continues to
elude authorities (BI, Dec. 6, 1993;
May 4, 1992).

The No. 3 entry falls into the

claims fraud category and con-
cerns the activities of Michael and

David Smushkevich. The Smush-
kevich brothers operated mobile
medical clinics and laboratories in
Southern California. Luring pa-
tients with promises of free physi-
cals, the providers would find al-
legedly serious health problems
and bill insurers for unnecessary
tests.

The Smushkeviches pleaded
guilty to fraud charges last year
and admitted receiving at least $80
million from insurers, but some
investigators believe the ultimate
amount lost could be about $1 bil-
lion (Bl, March 22, 1993).

The No. 4 spot is occupied by an
entity that neither has been con-
victed of any wrongdoing nor has
admitted any wrongdoing, said
Mr. Jay. It also has not been or-
dered to cease operations by regu-
lators, though it has come under
regulatory scrutiny.

National Medical Enterprises, a
Santa Monica, Calif.-based health
care provider, which was the sub-
lect of a federal fraud probe, alleg-
edly admitted patients to its psy-
chiatric facilities who did not need
inpatient treatment and then
treated them at inflated prices. Af-
ter being sued by 13 insurers, NME
countersued but ultimately agreed
to pay $230 miillion to insurers
and patients without admitting
any wrongdoing (Bl, Nov. 22,
1993; Oct. 4, 1993).

No. 5 involves a case of insider
fraud in the New York metropoli-
tan area. About 100 people-inde-
pendent claims adjusters, insur-
ance company employees, policy-
holders and two former police offi-
cers-were accused of colluding to
cheat insurers out of hundreds of
millions of dollars, perhaps as
much as $1 billion, in phony and
inflated claims. Forty-three of the
accused have already pleaded
guilty.

Claims fraud gave eight mem-
bers of the Kallao family the No. 6
spot on the list. The Kallaos went
from town to town, primarily in
the Midwest, staging phony slip-
and-fall accidents, which were fol-
lowed by insurance claims. The
Kallaos, aided by three other peo-
ple, skimmed about $1 million be-

fore they were caught. They have
since been sentenced to two to
four years in prison apiece under
federal racketeering laws.

No. 7 was the unlucky number
assigned to the case of 107 people
caught in a claims fraud sting op-
eration carried out by the New Jer-
sey Department of Insurance. The
Insurance Department's fraud divi-
sion staged phony bus accidents
and snared "ghostriders,"” who
hopped on a bus after an accident
and claimed injury, as well as 10
physicians and chiropractors and
four lawyers who aided in the
fraud. The amount of damage

caused by the perpetrators is un-
known.

An unlicensed insurer-First As-
surance & Casualty Co. Ltd.-took
the eighth spot in a case of insurer
fraud. The company sold insur-
ance in California but lacked the
assets to cover $2.5 million in
claims stemming from the 1992
Los Angeles riots. The company
was barred from doing business in
the Golden State and in Texas,
where it maintained its offices. It is
currently suing regulators for the
right to resume business.

Insurer fraud earned Rubell
Helm Insurance Services Inc. the
No. 9 spot. The California firm
marketed itself as one of the coun-
try's leaders in designing and ad-
ministering self-funded health and
life plans for small companies. But
its officers used premiums col-
lected to pay for luxury vacations,
houses and cars. Its officers were
indicted in 1993 and its chairman
pleaded guilty to fraud charges.
More than $10 million in claims
remains to be paid.

Rounding out the Top 10 is a
case of claims fraud that cost about
$1 million. Gaven M. Cooke
"made a career out of being acci-

dent-prone,"” the coalition's cita-
tion reads.

Mr. Cooke used more than 20
aliases to collect money from fake
auto accidents in several states. He
bragged of his achievements on
tabloid television shows before be-
ing charged with felony theft in
Colorado last November. He is cur-
rently at large.

Mr. Jay says the list has drawn
positive reaction from law enforce-
ment officials, who have called
and asked for additional informa-
tion on these cases and others. He
said the coalition welcomes the re-
guests, for part of its mission is to
function as a clearinghouse for in-
surance fraud information.

Another part of its mission is to
lobby for tougher laws against in-
surance fraud on Capitol Hill and
in the statehouses.

"We don't want to get lost in the
shuffle with all the talk about vio-
lent crime," said Mr. Jay.

States have asked for help from
the coalition in drafting anti-fraud
bills, he said. The coalition is fin-
ishing up drafting a comprehen-
sive list of model laws, which will
be presented to the organization's
board next month.

The coalition is also promoting
the creation of more state fraud
bureaus to deal with insurance
crime.

Mr. Jay said the coalition hasn't
heard from anyone who made the
Top 10 list, which he promises will
be an annual event.

"We've already started making
out the list for 1994," he said.

For more information, write to:
The Coalition Against Insurance
Fraud, 1511 K St. N.W., Suite 622,
Washington, D.C. 20005.
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Allegations of fraud rock Prudential

Insider's suit charges the insurer inflated value of real estate

By MICHAEL SCHACHNER

he Prudential Insurance

Co. of America is deny-
ing allegations con-
tained in a lawsuit by a
former investment fund
manager that it system-
atically defrauded pension funds
by inflating the value of real estate
held in one of its leading funds.

Prudential says charges that cer-
tain company officials persuaded
independent appraisers and port-
folio managers to enhance real es-
tate values are untrue and were
unsubstantiated by an outside law
firm it hired to investigate the alle-
gations.

In an effort to comfort fund in-
vestors, Prudential has since hired
an outside auditing firm to exam-
ine the value of real estate held in
the Prudential Investment Sepa-
rate Account. A report from that
investigation is due out next
month, a spokesman said.

However, while Prudential is de-
nying all charges against it, law-
yers for the company moved
quickly earlier this month to Ob-
tain a court order sealing a report

filed with the court by former
Managing Director Mark Jor-
gensen that, according to Mr. Jor-

gensen's lawyer, supports his

charges of wrongdoings at the
Newark, NJ.-based insurer.
Mr. Jorgensen's lawsuit was filed

last November in a New Jersey
state court in accordance with the

state's "whistle-blower" statute.

The action, which has since been

moved to the U.S. District Court in
New Jersey, alleges that immedi-
ately after Mr. Jorgensen began
raising questions about real estate

evaluations in the PRISA account

in 1992, he was chastised by nu-
merous Prudential executives, told
by his immediate supervisor and

outside counsel that overvaluation

of the portfolio was something to
take pride in, and was eventually

relieved of his job as a fund man-

ager and moved to a lesser post.

Upon filing his report with the

court on Feb. 7, Mr. Jorgensen was
terminated by the insurer.

In his lawsuit, which seeks rein-
statement to his original job, dam-

ages for reputational damage and
punitive damages, Mr. Jorgensen
states that by overvaluing the real

We can help you to

estate, primarily the value of the
New York Hilton Hotel, Prudential
"defrauds the public in several
ways."

Specifically, he alleges that:

* Present and potential inves-
tors are misled about the historic
performance of the portfolio.

* Pension funds pay too much
to invest in the portfolio.

* Investors who leave the port-
folio receive too much money, to
the detriment of investors that re-
main.

* Prudential receives fees based
on the overvalued account.

The lawsuit contains no actual

evidence supporting Mr. Jorgens-
en's charges other than his ac-
counts of meeting with Prudential
officials and lawyers from the in-
surer's firm, Howery & Simon.

But the report, which Mr. Jor-
gensen prepared last summer and
entered into public record to sup-
port his claims, documented sev-
eral cases of real estate overvalua-
tion, according to Nancy Erika
Smith, a West Orange, NJ., attor-
ney representing Mr. Jorgensen.

That report has been officially
sealed by U.S. District Judge Dick-
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inson Debevoise on the grounds
that it contained confidential in-

formation about Prudential's in-
vestor clients, the Prudential
spokesman said.

However, The New York Times
reported on Feb. 8 that the Jor-
gensen report, which was origi-
nally prepared for Ray Giordano,
an in-house lawyer at Prudential,
specifically noted that the PRISA
account listed the company's in-
terest in the New York Hilton at
$366 million when the company's
head of appraisals wrote in June
1993 that the company's interest
in the property was $200 million.

In addition, the report stated
that a property in downtown Man-

hattan that was originally ap-
praised at $83.5 million in 1990
and eventually downgraded to $47
million in 1992 appeared to be
worth less than $30 million, the
Times reported.

"To the best of our knowledge,
the allegations are untrue,” the
Prudential spokesman said. "Our
outside lawyers could not substan-
tiate his charges and it's important
to note that none of these allega-
tions were made until after Mr.
Jorgensen was given notice that he
was going to be reassigned."

In response to the allegations
that Prudential pressured indepen-
dent appraisers to falsify real estate
values, he said, "We use 35 to 40
independent appraisers, so we'll
let the allegation that we can ma-

nipulate all those appraisers stand
or fall on its own." :

Counting its chickens
before they'd hatched

Policy Management gives account of actions

By DOUGLAS McLEOD

olicy Management Sys-
tems Inc., facing share-
holder litigation over al-
legedly misleading fi-
nancial statements, has
acknowledged that it
booked revenues from certain li-
cense agreements before those

agreements were formally exe-
cuted.

In an answer to a consolidated
shareholder class-action complaint
filed last month, the insurance in-
dustry software firm also says that
it occasionally recognized revenue
from clients for future services it
had not yet rendered.

However, Policy Management
also denied that these actions vio-
lated industry accounting rules.

Some employees may have vio-
lated Policy Management's inter-
nal accounting policies, a com-
pany spokesman said, but the ac-
tions were isolated and did not
represent a widespread corporate
practice.

Policy Management's acknowl-
edgements came in an answer to a
shareholder lawsuit filed in federal
court in Columbia, S.C., after Pol-
icy Management's stock price took
a nosedive in April.

For years a Walll Street favorite,
racking up yearly double-digit rev-
enue gains, Policy Management
shocked investors last April when
it announced first-quarter earnings
far below expectations (BIl, Dec.
20,1993).

Its stock plummeted 43% in one
day to $47.68 from $83.88. The
stock closed last Tuesday at
$33.25.

The company blamed the earn-
ings surprise on weakened life/
health software sales resulting
from uncertainty over health care
reform.

However, several shareholder
lawsuits were filed, charging,
among other things, that Policy
Management had inflated its quar-
terly earnings by including sales

made after the end of a quarter.
The suits were consolidated in U.S.

District Court in Columbia last
year.

The software firm then failed to
produce a second-quarter 1993 fi-
nancial report, and in August an-
nounced that it was firing Arthur
Andersen & Co. and hiring Coo-
pers & Lybrand to audit its finan-

cials and review its internal ac-

counting procedures.

Arthur Andersen and a previous
auditor, Ernst & Young, withdrew
their opinions on Policy Manage-
ment's results for the years 1990
through 1992.

Policy Management's answer to
the consolidated shareholder suit,
filed Jan. 20, generally denies
shareholder allegations that it mis-
led investors with inflated finan-
cial reports.

However, the company admitted
that it "has recognized revenue
from certain license agreements in
financial periods before written
contracts confirming those agree-
ments were formally executed.”

Specifically, Policy Management
said it booked revenues in the
fourth quarter of 1992 from agree-
ments that were not signed until
the first quarter of 1993.

In addition, the company said
that "on occasion" its employees
would agree with customers to
provide future services in ex-
change for current payments. Pol-
icy Management reported those
revenues in quarters before the
customer received services, the fil-
ing said.

New York Life Insurance Co.,
Blue Cross & Blue Shield of New
Jersey and Mountain State Blue
Cross & Blue Shield Inc. received
letters from Policy Management
giving them credits toward future
services, the filing says.

On "a few occasions," Policy
Management also granted cancel-
lation rights to customers but
booked revenues from those cus-
tomers before the cancellation pe-
riods expired. One such customer,
Confederation Life Insurance Co.,
later exercised its right to cancel,
the filing says.

However, Policy Management
denied that agreements like those
involving New York Life, the Blue
Cross plans and Confederation
Life were "widespread" within the
company or that they "were in-
tended to, or in fact did, mislead
any investors."

A Coopers & Lybrand report on
Policy Management's internal con-
trols is expected this month, along
with the company's audited sec-
ond quarter and first half 1993 fi-
nancial results and any restate-
ments of prior years' results, ac-
cording to the spokesman.

Audited third-quarter and year-
end 1993 results will follow, he
said. DIl
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By LOUISE KERTESZ

roposition 103 was en-
acted in California with all

the flourish of a Fourth of

July parade, but opinions
are divided over whether

the law's impact on the
commercial insurance market has
been dynamite or a dud.

Insurers and most large brokers say
Proposition 103, which basically
mandated that property/casualty in-
surers roll back their rates and issue
rebates to customers, has had a negli-
gible effect on the commercial insur-
ance marketplace.

However, many smaller brokers
and agents disagree. They say that
except for the very best risks-which
are predominantly placed by the gi-
ant brokerages-the market has
shrunk, prices have gone up and bro-
kers have gone out of business.

At the very least, Proposition 103
hasn't made a broker' s job any eas-
er.

"The whole hullabaloo" and politi-
cal rhetoric surrounding the contro-
versial initiative "all the way up to
the insurance commissioner...has
built a tremendous hate, or certainly
a distrust, of insurance and every-
body in it" among California buyers,
especially "smaller industrial busi-
nesses," said Duncan Mahone, se-
nior vp at Johnson & Higgins in Los
Angeles.

"It' s a strange new dimate we
have in the last three or four years,"”
observed Mr. Mahone, who works
primarily with midsize businesses.

Although Proposition 103 primar-
ily was intended to target personal
auto insurance, "it slopped over into
commercial and did a lot of harm.
Clients want to shop everything.
They don't have trust in their bro-
kers anymore. Professionalism
doesn't have as much impact as it
did before. We have a very, very an-
gry public," he said.

Smaller businesses, in particular,

"expect insurance to be an entitle-
ment"” and don't seem to see insur-

ance as a business that needs to
make a profit, he said.

Proposition 103, which voters ap-
proved in 1988, mandated a rollback
of rates to 20% below November
1987 levels, implemented prior ap-
proval of rates and made the com-
missioner an elected offidal in Cali-
fomia (BI, Nov. 21, 1988). Insurance
Commissioner John Garamendi-
the first elected commissioner in the
state-froze rates for insurers that did

not comply with his rollback orders.

A widespread belief-as expressed
by a spokesman for major insur-
ers-is that Proposition 103 has not
affected commercial lines. "We
haven't heard many complaints,”
said a spokesman for the Sacramento
office of the American Insurance
Assn., a trade organization for prop-
erty/casualty insurers.

"We've seen no evidence of an in-
dustrywide problem of inadequate
pricing in commercial lines. There
ham't been any evidence of avail-
ability problems" as a result of Prop-
osition 103, he added.

A spokeswoman for Jardine Insur-
ance Brokers Inc. in San Francisco

concurred.

However, not everyone selling in-
surance in California agrees. They
contend that the controversial law
has driven insurers out of the state,
drying up admitted and affordable
markets for coverage.

The law also has had a more subtle
and malignant effect on the com-
mercial market, they add. Because
Proposition 103 has made it more
difficult for admitted insurers to raise
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Insurers, agents disagree whether California law has hurt insurance market

rates, they now are being more selec-
tive about the risks they will cover,
observers say.

"We definitely have seen an im-
pact on the commerdal market-
place," said James Hamilton, presi-
dent of Clinton L. Booth Inc. in
Glendale and president of the San
Francisco-based Independent Insur-
ance Agents & Brokers of California.

"From an agent/broker point of
view, there is a contraction in the
marketplace as a result of Proposition
103, and a need to access surplus
lines in addition to the domestic
market, and the cost has increased.
There's no question about that in

my mind,"” he said.

Ohio Casualty Insurance Co. is
among the insurers that have
stopped writing commercial cover-
age in California, Mr. Hamilton
noted.

A California Insurance Department
spokesman confirmed that Ohio Ca-
sualty is writing no new or renewal
business in California as the insurer
finalizes its withdrawal from the
state.

Ohio Casualty "was a particularly
serious loss because it's a superior-
rated company willing to entertain
smaller workers compensation busi-
ness and auto business in conjunc-

tion with commercial accounts," for
which markets are "not as readily
available today,"” Mr. Hamilton said.

"We've been seeing huge increases
across the board for people going
from Ohio (Casua“y) to other carri-
ers," said Jim Annitage, a principal at
Arroyo Insurance Services in South
Pasadena.

Another loss to the market, he
said, is that "St. Paul Fire & Marine is
mostly non-renewing their small-
business polides. They had some
wonderful programs for mercantile
accounts.”

However, a spokesman for St. Paul
said the insurer has not withdrawn

Howmany

its agency-underwntten program for
small mercantile accounts in Califor-
nia. Rather, as part of a routine re-
view earlier this year, the insurer
withdrew the program from several
agendes, he said.

In fact, the spokesman said, St.
Paul Fire & Marine is in the process
of filing a revised commerdal insur-
ance package policy in California
called "PACE," or Package Accounts
for Commercial Enterprises.

The "chuming" that has resulted
from the loss of some markets in
California "has resulted in higher
costs to the consumer and probably
more limited coverage in a number
of situations," said the Booth agen-

Continued on next page
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Prop. 103

Continued from previous page
cy's Mr. Hamilton.

"We have accounts that have
moved to new carriers, and pricing
has increased substantially in some
cases," he said. "And there has been
a need to go to the surplus lines mar-
ket. It's a fact of life. There's no use
kidding ourselves. There's no ques-
tion that the market is not as broad,
the appetite of carriers is not as
strong."

Pr6position 103 also has driven
some brokers out of the market, ob-
servers contend.

"You see the impact (of Proposi-
tion 103) with respect to small to
medium-sized commercial insurance
brokerages most severely," said Ray-
mond Greenberg, an attorney in Cal-
abasas, Callif., who represents retail
and surplus lines brokers as well as

Strategies

Continued from page 26A

they insure is becoming of para-
mount importance to insurers, said
Richard Franklin, senior vp at
CIGNA Corp. in Philadelphia.

During the soft market, many un-
derwriters have concentrated on re-
taining business at the expense of
stringent underwriting, he said.

"There was less attention paid to
loss control, financial analysis and
exposure identification....\WWe may
have saved a few dollars in under-
writing costs by doing that, but it
cost us more in losses.”

To reduce those losses, CIGNA
now is reclassifying much of its busi-
ness, he said. The insurer is giving its
underwriters updated and stricter un-
deiwriting guidelines and advice on
how to price risks.

As a result of the reclassifications,
which began in April 1993, approxi-
mately half of CIGNA's commercial
package accounts have undergone
changes, like increased deductibles,
increased premiums or restructured
overages, Mr. Franklin said.

Better control of risks is also being
achieved through doser work with
customers, said Ernest A. Lausier, se-
nior vp and chief underwriting offi-
cer at CNA Insurance Cos. in Chi-
cago.

"We are trying to find out what
the customer needs are and then ful-
fill them. Then you are ina position
to have underwriters acting as busi-
ness consultants rather than as an
underwliter who just accepts or re-
jects risks," he said.

To do this, underwriters visit poli-
cyholders' facilities, Mr. Lausier said.

And local underwriters are being
given more responsibility, he said.
"In the past, we may have had 5,000
to 7,000 submissions go to our home
office. But that has been reduced by
half, and we hope to get it down by
75% because it allows our people to

be more responsive to what the cus-
tomer wants.”

The event that stimulated the
greater emphasis on more controlled
underwdting was Hurricane Andrew
in 1992, said Gerard Kelly, senior vp
at Johnson & Higgins in New York

Since then, property underwriters
have examined the risks they insure
much more thoroughly, he said.
"Underwriters are looking at the risks
and making sure that their book is
well-spread and they are charging
the right premium."”

Through this process, underwriters
have found that many of the risks
they covered in the past led to much
larger claims that had been expected,
Mr. Kelly said. For example, many
properties in Florida did not meet
the specifications demanded under

admitted and non-admitted insurers.

Because Proposition 103 has made
it complicated or impossible for ad-
mitted insurers to obtain a rate in-
crease, they will try to keep their
losses down by being very selective
in the risks they cover, he said. So
brokers are faced with the "inability
to place all but the most gold-plated,
known risks” with admitted insurers.

Consequently, retail brokers have
had to place coverage for their cli-
ents through wholesalers-and share
the commissions. "The problem
from the solvency standpoint is that
(retail brokers') commissions have
been seriously impacted,” he said.

"If you are an alphabet broker, this
has no effect on you. But if you are a
broker with up to $25 million in an-
nual gross premium-and these bro-
kers write most of the business in
the state-these folks, for a number

of reasons, are getting killed."”
In addition to these casualties of

Florida's building code.

And this style of underwriting will
remain even when competition for
property accounts increases and
prices fall, he predicted.

"With the size of potential catas-
trophe losses that we now know in-
surers could suffer, underwriters
can't afford to not look carefully at
their cat exposures,” Mr. Kelly said.

Workers compensation is another
line of business in which underwrit-
ers have suffered big losses and have
been forced to review their strategies,
said A&A's Mr. Holcomb.

Companies are now ranking states
in terms of how favorable the work-
ers compensation environment is.

As a result, insurers will target

about 30 to 35 first- and second-tier

states-classified by the regulatory
environment of each state-where
their workers comp underwriting en-
vironment is satisfactory, and they
will not seek workers comp business
in other states, Mr. Holcomb said.

This strategy can have an impact
other coverages, too, because work-
ers comp is often written as part of a
package policy. Consequently, insur-
ers will not only avoid underwriting
workers comp in some states, but
they will in effect be avoiding other
coverages in those states as well, he
said.

"There will be exceptions for
long-term dients, but what will hap-
pen is that they will not write new
business there,"” Mr. Holcomb said.

CIGNA's poor experience in work-
ers comp caused the company in
1992 to stop writing workers comp
coverage as a component of middle-
market packages, said Mr. Franklin.

Now it has decided to re-enter the
market, underwriting workers comp
exposure's separately from the rest of
the coverage it writes for a policy-
holder in order to better reflect the
loss exposure, he said.

"We want to write comp as comp,
not as part of an account."

CIGNA will also limit the number
of states in which it will offer work-
ers comp coverage to 10 first-tier and
five second-tier states.

Despite actions by many under-
writers to change their underwriting
strategies, there is no sea change in
the insurance industry that will lead
to better underwriting standards, ac-
cording to Richard D. Smith, presi-
dent of Chubb Corp. in Warren, NJ.

"It varies by risk and by company,
but you cannot say that there is a
compelling notion in the industry to
develop more professional and basic
underwriting," he said.

But those insurers that wish to be
successful should ensure that they
are employing professional under-
writers with a sound knowledge of
the risks they are insuring, Mr. Smith

said. len

Proposition 103, the law has had
"subtle, wide-ranging effects” on the
commercial marketplace, said Ar-
royo's Mr. Amlitage.

"The main effect (of Proposition
103) is that certain carriers that were
extremely active in providing insur-
ance for certain small businesses are
not aggressively pursuing that any-
more," he said.

Insurers are "not necessarily doing
it upfront. Some of the direct writers
are doing it in reducing the amount
of premium agents can submit.”

And some insurers are not renew-
ing polides, which is having a dra-
matic impact on some cornmercial
risks, Mr. Armitage said. He dted a
condominium association that
couldn't find coverage with an ad-
mitted company and is consequently
fadng a 100% increase in premiums
in the surplus lines market.

"Basically, the problem is the bro-
kers have to go to the wholesale
marketplace for what ought to be
fairly ordinary insurance" like nurs-
ery schools and gas stations, said Mr.
Greenberg, the attorney.

Retail brokers can't place "fairly
common exposures” like apartment
owners liability and beauty salons on
their own and must go through big
surplus lines brokers, he said.

The Booth agency's Mr. Hamilton
finds it "hard to single out a particu-

lar class of business” that has been

adversely affected by Proposition 103

"because coverage is available
through either the domestic or for-
eign marketplace-but again, it's at a
price. The cost to the consumer has
increased considerably,” he said.

"Carriers are not generalists.
They're not willing to take a chance.
They want stuff that will almost
guarantee them a profit. That's be-
cause flexibility of rates is not avail-
able. They're not willing to take a
gamble," he said.

"Anybody that is new in busi-
ness-new entrepreneurs-are hav-
ing a real difficult time finding ad-
mitted carriers,” said Mr. Armitage.
"It seems like the cream of the busi-
ness finds availability readily, but
something that is not a part of a
niche within a carrier is having diffi-
culty....The stuff thafs the least bit
out of the norm, even with a good
track record, is hard to place."

As the admitted market becomes
more selective, some companies are
turning to offshore insurers, several
of which have come under attack
from state regulators.

"Where do you go? Rightly or

wrongly, you go to the cheapest,”
Mr. Hamilton said. Some of those
are offshore insurers that have been
ordered by California regulators to
cease and desist operations, he said.

"As you have a restriction in the
market of regular insurers, unscrupu-
lous people will try to take a niche,”
Mr. Armitage agreed.

Last May, about 250 non-admitted
insurers were barred from the state
for failing to provide finandal infor-
mation required by Mr. Garamendi's
regulations implementing a surplus
lines rule 1<nown as Section 2174.

Under the rule, a surplus lines bro-
ker wishing to use a non-admitted
insurer must file a statement show-
ing the insurer has $15 mullion in
capital and surplus. Non-U.S. compa-
nies must also show they have $5.4
million in a U.S. trust account (B,
Dec. 7, 1992).

"There has been overregulation of
non-admitted insurers in California”
since Mr. Garamendi took the reins,
Mr. Greenberg said. 'The pity is not
all of the 300 or so companies that
no longer write here are bad guys."

Section 2174 has discouraged sev-
eral reputable non-admitted insurers
from doing business there, he said.

For example, the rule was too
much for Burlington Insurance Co.
of Burlington, N.C., Mr. Greenberg
said. "It has only about $7 million in
capital and surplus, and Section 2174
requires $15 million-a stupid and
naive, arbitrary and unjustified num-
ber."”

Proposition 103 tightened the ad-
rnitted market, and Section 2174 "re-
acted to relatively few insolvendes in
the non-admitted market, which
dried up. They threw out not only
the baby with the bath water, but
the entire bathroom," he said. M
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Continued from previous page

UR employees on retainer 18
Includes: 18 physicians

UR clients
Employer and group plans w/dizect service........ 350
Covered lives/reviewed admissions

Employee benefit plan lives serviced 500,000
Workers compensation lives serviced

Acute care inpatient admissions reviewe
Diverted for outpatient treatment.
UR services since: 1987.

Frequent UR services Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, outpatient
service predetermination, case manage-
ment, prospective large case manage-
ment.

Occasional UR services: Retrospective
review, second surgical opinion, out-
patient psychiatric and substance abuse
services.

Reviews: Standard services, excluding
chimpractic. Also reviews high-risk ma-
ternity.

Branch offices: Scottsdale, Ariz.

Officers: Donald K Kelly, chairman/
CEO; Suzanne D. Kelly, vice chairman-
Michael C. Peerboom, president/COO;
Kenneth R. Roepke, vp/chief medical of-

ficen Ronald L. Eggleston, vp-medical
administration.

Contact Michael C. Peerboorn.

Health Management
Strategies Inmmational Inc.

1725 Duke St., Suite 300, Alexandria,
Va. 22192; 703-706-4100;
fax: 703-706-4803

1993 Revenues

Total gross revenue .$30,000,000

UR direct to employers..........ccccouivuiiiniiiind 68%
UR to health care/insurance providers 31%
Other services. .........ccccooeeens . cerenanneennn 1%

UR gross revenue .$29,800,000

Staff

Total UR employees on staff 70
Professionals 70

Includes: 4 physicians, 66 RNs

UR clients

Total. 20

Employer and group plans w/direct service 5

Covered lives/reviewed admissions

Employee benefit plan lives serviced ......... 7,000,000
UR services since: 1985.

Parent Group Hospitalization & Med-
ical Sezvices Inc.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, dicr-harge planning, retrospective
review, outpatient service predetermina-
tion, outpatient psychiatric and sub-
stance abuse services, case management,
utilization analysis consulting.

Reviews: Group health, rehabilitation,
psychiatric/substance abuse.

Officers: William R. Vandervennet Jr.,
COO; Alan B. Zients, senior vp-medical
affairs; Joseph Avellar, vp-operations.

Contact: William R. Vandervennet Jr.

Health Resources Ltd.

P.O. Box 246, Pittsfield, Maine, 04967;
207-487-5135; fax: 207-487-2496

1993 Revenues

UR direct to employers 98%
UR to health care/insunnce providers 2%
Staff

Total UR employees on staff............c.cooiiiiii 14

Professionals...............ooo

Includes: 11 RNs, | licensed practical nurse
UR employees on retainer...........ccccovviiiiiiiiiiiiienneans 2
Includes: 2 physicians

UR clients

Total.............

Employer and gmup plans w/direct seivice
UR services since: 1984.
Frequent UR services: Preadmission

certification, concurrent hospital

treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage
ment, pre-estimates of surgical charges.

Reviews Standard services.

Branch offices Portland, Maine.

Officers: Myles Hutchins, vp; Debora

Seneca, case manager; Elizabeth Hamel,

operations manager.
Contact: Elizabeth Hamel.

Health Service Affiliates

11499 Chester Road, 6th Floor, South
Tower, Cincinnati, Ohio 45246;
513-772-9009; fax: 513-772-9025

Staff

Total UR employees on staff.
Professionals...................... B

Includes: 3 RNs, 1 licensed practical nurse, 1
medical record technician

UR employees on retainer NA
Includes 2 physicians

UR clients

Total 14

Employer and group plans w/direct service 6

Covered lives/reviewed admissions

Employee benefit plan lives serviced
Acute care inpatient admissions reviewed

Diverted for outpatient treatment.

UR services since: 1991.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment re*ew, length of stay determi-
nation, discharge planning, hospital bill
audits, outpatient service predetermina-
tion, outpatient psychiatric and sub-
stance abuse services, case management.

Reviews: Standard services.

Officers: William Stief, CEO; Mary
Hanley, president.

Health Service Review Inc.
6730 Roosevelt, Franklin, Ohio 45005;

513-422-0063; fax: 513-422-1281
1993 Revenues

UR direct to employers.........cccoouiviiiiiiiiiicienans 85%
Continued on page 30
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on your desk and asks
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The
Only Card...

To Manage All Your
Prescription Needs.

Express Scripts, Inc. is a leader in offering
cost-effective, well managed quality
prescription drug benefits. Customizing
your benefit needs to fit your company is
our specialty. So before you dig deep
into your wallet, call Express Scripts.

1-800432-5455

& Could this happen

You *uickly):

A

PONDER THE
POSSIBILITIES
OF EARLY

RETIREMENT

, 55="9-6

to US

B.

>

C.

TELL HIM SEDGVVICK }
SAW IT COMING

CHANGE

MONTHS AGO

THE SUBJECT

AND COVERED

YOUR COMPANY

AGAINST THE RISK.

Another day. Another risk facing your company. But with Sedgwick at your side, you don't

have.to.face.the ust.alone <

this by completely understanding your business and the world in which you operate. This

allows us to respond quickly with solutions and services designed to meet your needs.

When risk puts you to the test, call the insurance broker who has the right answers at

the right time.

Insurance Broking

. - call Sedgwick. Contact our Chairman, Quill Healey, at (212) 830-1001.

Risk Management

Sedgwick

Use the Pbwer ofour People.

Employee Benefits



What doyou do if

your defined benefit provider

is taking an early retirement?

Whether your defined benefit plan
provider is leaving the market, or Just
isn't meeting your needs, you should know
John Hancock remains committed to provid-
ing defined benefit services.

We offer 50 years of DB experience -
a full range of competitively-priced products
- and a commitment to be there when you

need us.

In fact, unlike some of our competi-
tors, we continue to invest in our business to
help serve you better. We recently made a
major investment in technology with

FileNed a sophisticated imaging system

which allows us to more quickly
and efficiently access the records
of all pensioners to whom we pro-
vide Denefit payment services.

We provide a range of bundled and
unbundled DB services, including:

. Actuarial Valuation Consulting

Investment Policy and
Asset Allocation Consulting

. Benefit Payment Services

Investment Management Services
To learn more about what John Hancock

can do for you,

Real life, real answers.®

call Vice President

Don Morrison at

(617) 572-4555. And retire your worries.

© 1994 John Hancock Mutual Life Insurance Company and affiliated companies, Boston, MA 02117
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The cost of health reform

Clinton proposal's entittements will increase spending

By Peter G. Peterson

ITH AMERIGAS ATTENTION fopused.o

ebruary, thé president
warned that controlling health care costs was an
essential precondition for balancing the budget and
renewing our economic future. But somewhere
between February's diagnosis and September's
proposed cure, the bottom line on health care costs
vanished.

Bill Clinton certainly deserves praise for moving
health care reform to the top of the agenda. He is right
to insist that no American should be unable to afford
basic health insurance or fear losing coverage by
falling ill or changing jobs. But alas, his plan doesn't
give us credible cost control. To the contrary, its vast
expansion of entitlements-regardless of need-opens
the floodgate to a new spending surge.

The president's mandated-benefits package is
modeled on a small number of elite Fortune 500 health
plans. Beyond the lavish guarantee of universal
coverage, the plan would create a costly array of other
new entitlements. It would give a generous
prescription-drug benefit to all elderly Americans. It
calls for at-home and "community-based" personal
services for disabled people of every age and income
level and heavily subsidized coverage for early
retirees. It would provide a range of mental health and
substance abuse services immediately, and extensive
dental benefits and orthodontia by the year 2001.

The issue isn't whether these new benefits would be
nice to have. They would. The issue is whether we can
afford them. We can't. These entitlements would be
piled on top of myriad federal benefits already
scheduled to grow much faster than the economy.
Even without the health plan, the cost of Social
Security and Medicare is in danger of becoming
unsustainable in the next century. Unless entitlements
can be controlled, there can be no fiscal sanity.

Asked about the danger that the proposed health
benefits would give an extra push to the entittements
juggernaut, administration spokespeople insist the
numbers all add up. The plan, they assert, will
generate more than enough health care savings to pay
for new benefits and still reduce the deficit. But
economists as ideologically diverse as Martin
Feldstein, Michael Boskin and Henry Aaron all
question the administration's assumptions and
Nnumbers.

New benefits always create new demand. Back in
1965 President Lyndon Johnson defended Medicare
by saying that an extra $500 million would be "no
problem." Today the program costs $150 billion.

The record in forecasting cost savings is no better.

In 1990, for example, Congress projected that
tightening the screws on Medicare would yield $43
billion in savings-none of which materialized. When
the Clinton plan was unveiled, Ira Magaziner, the
administration's health strategist, insisted that its
projections were based on sophisticated models and
that there was no reason to worry. We'd better hope
so.

For years, economists have been saying that to make
our system more efficient and less costly we must give
patients, doctors and hospitals incentives to weight
costs and benefits. Yet consider how the proposed
plan would affect copayments and deductibles, the
small portion of medical bills that insured patients
must pay out of their own pockets. These would go
down for the vast majority of Americans, not
up-cushioning us even more from the true costs.

Or consider the present $75 billion tax subsidy for
employer-paid health care. It's hard to imagine a more
perverse entittement: Its biggest windfalls go to
upper-income Americans while nothing is offered to
the poor or unemployed. Yet the administration would
grandfather current employer-paid health plans for 10
years before imposing any ceiling on their tax subsidy.

Some put great hope in the incentive effects of the
plan's proposed managed competition. But Alain
Enthoven, the health policy expert from Stanford
University and the chief architect of managed
competition, says the administration's proposal won't
work without a cap on this tax subsidy-the key to
inducing consumers to choose cost-effective health
plans.

Perhaps fearing that Mr. Enthoven may be right, the
administration has added an extra circuit breaker:
regulation. A National Health Board would decide
what procedures are "necessary or appropriate.” The
plan would cap total health care dollars by limiting
increases in insurance premiums. Caps were also
slapped in the plan's new benefits and subsidies.

There is certainly precedent for the administration’'s
caps. We've had caps on the federal deficit for a
decade and caps on the national debt for half a
century. If there is one thing sure about caps, it is that
they have only worked when Congress was planning
to spend less anyway. Incredibly, the administration
itself acknowledges this. As Judith Feder, deputy
assistant secretary of health and human services,
noted in recent testimony, it is "inconceivable” that
Congress would not waive the health plan's subsidy
caps if costs ever came close to breaching them. Yet
far from alerting the public to the politically toxic fact
that meeting its cost-saving goals will mean making
choices, the White House has proclaimed its plan will
deliver more for less.

The president's silence about choices reflects the
seductive assumption that all we have to do is squeeze
the pure waste out of our health system. If only
Washington gets tough on fraud and abuse, cuts
excess paper work and punishes the profiteers, we can
supposedly realize huge savings without trade-offs.
But in real life, pure waste is difficult to identify. Most
of what physicians do involves judgments about
probabilities (the benefits of routine fetal monitoring
or of a bone marrow transplant), not certainties. One
physician's notion of waste is another's idea of good
medicine. Moreover, real medical costs are not going
up because of a proliferation of useless services but
because of costly new technologies that have at least
some benefit.

Americans like to think, a European wit once
quipped, that everything is an option, even death.

VWhether we look to the rates at which we commit

dying patients to intensive-care units, switch on
multimillion-dollar MRI scanners for routine
complaints or perform heart bypasses on
septuagenarians, rates are far higher here'than
anywhere else. Cost control means making trade-offs
between providing spectacular care for the few and
doing the greatest good for the greatest number. It
means asking-as other countries do-whether we
should spend $100,000 extending the life of a single
premature infant when, for the same cost, we could
provide prenatal care to 100 women.

The Clinton plan pretends we can avoid such
painful choices. It assumes we can generate huge
fiscal savings in health care while boosting the
demand for health care-with no new broad-based
tax except on cigarettes. Is there any way this new
riverboat gamble could work? Only, as Warren
Rudman, former Republican senator from New
Hampshire, wryly suggests, if Americans are required
to smoke. That way we could maximize the new tax
revenues on tobacco and insure that most Americans
would not be around long enough to cash in on the
new early retirement subsidy.

It's time America faced the facts. We need radical
health reform. We don't need more costly universal
entitlements that will prove very difficult to pay for
and impossible to take away. A workable plan would
be incremental and experimental. It would start by
extending basic health insurance coverage to
Americans who can't afford it, but await the success

of cost-saving measures before adding more benefits.
"Basic" means medical policies to cover doctor and
hospital bills, with significant copayments and
deductibles. It does not mean subsidizing coverage for
prescription drugs, or broadly defined mental or

dentalcare.

| suggest making this no-frills health insurance a

condition of employment (and leaving it up to
employers and employees how to split the cost of the
"mandate"). | would make all coverage more
affordable through insurance reforms like community
rating (requiring each insurance company to charge
each customer the same premium) and guaranteed
issue (forbidding insurers to deny coverage to
high-risk individuals). | would extend Medicaid to all
households under the poverty line-and allow
households with incomes up to twice the poverty line
to "buy into" Medicaid on a sliding scale. According
to the Congressional Budget Office, these proposals
would cost a fraction of what the president has
proposed. Yet together they would guarantee basic

insurance coverage to 99% of all Americans.

Workable reforms would also introduce the

incentives needed to make our health benefits less
expensive and our entire health system more
cost-conscious. That means enacting immediate, deep

cuts in the tax subsidy for employer-provided health
care and significant new cost-sharing requirements in
public programs. It also means overhauling the
medical malpractice system. To control the

skyrocketing cost of heroic intervention in the last
days of life, we must go beyond Bill and Hillary

Clinton's admirable advice to prepare living wills. We
need standardized forms and even financial incentives

to encourage the public to do so.

Although such reforms are sure to bring down costs,
no one knows how much or how quickly. That is why
it is crucial to await proven savings before adding
large entitltements-and allow states, employers ahd
health care providers room to experiment. The
essential precondition for genuine reform is
consensus. Sen. Daniel Patrick Moynihan, the
Democratic chairman of the Senate Finance
Committee, has described the economics of the
president's plan as "a fantasy." Yet without a
consensus about limits. is it not a p61itical fantasy to
think we can use regulation to silently cap costs? A
consensus about limits might take the form of
Oregon's reform plan: explicit rules about which
procedures the government will pay for and those it

won't. Or, limits could be entirely implicit, worked out

ad hoc by doctors and patients as we learn to live

within budgets. Whatever route we take, there will be

no way around some version of rationing.

Letting entitlements spiral out of control is a way of
saying, as a society, that whatever we promise to
ourselves today takes precedence over finding the
resources to invest in a better future for our children.
When the Clinton subsidy caps were introduced as a
hedge against cost overruns, Rep. Henry Waxman,
D-Calif., complained that "the whole idea of an
entitltement is to guarantee that even if their estimates
are incorrect, the money will be there and people can

count on it." Real reform means rethinking this
"whole idea.” Ml

Peter G. Peterson is chairman Of
the Btackstone Group, a private
investment bank in New York, and
the author of"Facing Up: How to
Rescue the Economy From Crushing
Debt and Restore the American

Dream.”

Copyright© 1994, Peter G. Peterson. Reprinted with permis-

sion from the New York Times Magazine.
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Contmued from page 27 Staff
UR to health care/insurance providers 5% Total UR employees on staff 1,417
Other services 10% Professionals
Includes 25 phymcians, 166 RNs, 42 licensed
Staff
practical nurses
Total UR employees on staff 28 UR clients
Professionals 19

Includes 19 RNs

UR employees on retalner
Includes 27 physicians, 2 nurses

UTE clients

Total

193 Workers compensation lives serviced

Total 2,805

29 Employer and group plans w/direct sennce 954

Covered lives/reviewed admissions

Employee benefit plan hves serviced 12,400,000
6,700,000

Employer and group plans w/direct service 181 Acute care mpatient admismons reviewed 436,000

Covered bves/reviewed admissions

Employee benefit plan lives serviced 196,750

Workers compensation lives serviced

Diverted for oulpatient treat

UR services since 1983

Frequent UR services. Preadmismon
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management, phymcian fee review

Occasional UR services- Retrospective
review, second surglcal opinion, hospital
bill audits

Reviews. Standard sernces, 1ncludmg
dental

Officers- Thomas L Wiley, president,
Donald J Barker, Karen L Mehl, vps

500 W Main St, Louisville, Ky 40202,
800-732-3333, fax 502-580-4516

1993 Revenues

UR direct to employers 25%

UR to health care/msurance providers 75%

Staff

Total UR employees on staff 192
Professionals 192

Includes 7 physicians, 52 RNs, 18 licensed
practical nurses

UR employees on retalner 108
Includes 108 physicians

Covered bves/reviewed admissions

Employee benefit plan hves seiviced 1,800,000
Woticers compensatton lives serviced 7,500
Acute care mpatient admissions reviewed 275,000
UR services smce: 1987
Parent- Humana Inc
URAC certtfied.
UR services:

Diverted for outpatient treatment 25%
UR services since: 1982
URAC certified.

U
Acute care inpatient adngsmons reéé%g(f 1@0&'& A URP ggYJces Preadmlspw h%ns |Balt0 heaf carelisLiace providers

1 certi Ion, concurren

audits

Renews: Standard services, meludanNEmponee benefit plan lives seiviced
315 dental, prenatal, long term care/nurmng

homes hospice
Officers: Anthony J Pmo, CEO, Bar-
bara Freeman, medical directori Carlton

Darland, vp-operations

Healthmarc
P O Box 1373, Minneapolis, Minn
55440-1373,612-797-4700,
fax 612-7974949

1993 Revenues

irect to,em

treatment review, length of stay determi— Stas
natton, discharge planmng, retrospective Total UR employees on staff 640

review, second surgical opinion, hospital
bill audits, outpatient psychiatne and
substance abuse services, case manage-
ment, practitioner bill audit

Occasional UR services Outpatient
service predetermination

Reviews: Standard services, Including
physical medicine

Branch offices: Sacramento, Callf

Officers: James C Smith, president/
CEO, John L Krakauer, executive vp-
advanced technology development, Jo-
seph E Whitters, CFO, Daniel S Brun-
ner, executive vp-pollcy/government af-

Pmfessionals

Includes 4 physicians, 285 RNs, 10 11censed

practical nurses, 25 medical record technicians
UR employees on retainer 155

Includes 150 phymcians, 5 nurses

Covered lives/reviewed admissions

Employee benefit plan lives serviced 4,800,000
Workers compensation bves serviced 3,900,000
Acute care mpatient admissions reviewed 99,200
Diverted for outpatient treatment 2%
UR services since: 1983
Parent: United HealthCare Corp
URAC certified.

Frequent UR services: PrEadmismon

Mary Anne Carpenter, executive certification, concurrent hospital
Health Value Management Inc. vp- cllnlcal operations

HealthCare Options

3103 Airport Blvd, Suite 540, Mobile,
Ala 36606, 205-471-5666,
fax 205471-1233

1993 Revenues

Total gross revenue $2,500,000
UR direct to employers 92%
UR to health care/insurance providers
Other services 5%

UR giriss mvenue $2,300,000

Staff

Total 11I{ employees on staff 17
Professionals 17

Includes 2 physicians, 15 RNs

UR employees on mtainer o
Includes 4 physicians, 5 nurses

UR clients

Preadmission Total 28

certification, concurrent hospital Employer and groupplans w/direct semnce 4

treatment review, discharge planning,
retrospective review, outpatient service

predetertnination, outpattent psychiatne Employee benefit plan lives serviced
and substance abuse Services, case man- Workets compensation hves serviced

agement

Reviews. Standard services, Including
HMO tnage support

Officers: Ronald Lankford, senior vp,
John Crum, preadmssion, Bill Runyon,
case management, Maureen Gregg, con-
current review, Sue Mattingly, trans-
plant management

Healthcare Advantage Inc.
4427 S Robertson, New Orleans, La
70115, 504-899-8686, fax
504-899-8677

1993 Revenues

Total gluss revenue $2,300,000
URservices
Other services

UR gross revenue $600,000

Staff

Total UR employees on staff
Professionals 95
Includes 4 5 RNs, 1 heensed practical nurse, 4
medical recold technicians

UR employees on retainer 17
Includes 17 physicians

Covered bves/reviewed arimmions

Employee benefit plan lives serviced 88,000

Workers compensation bves serviced 36,000

Acute care inpatlent admismons reviewed 2,000 UR gross revenue

Diverted for outpahent treatment 5%

UR services since: 1989

Parent: Touro Infumary

Frequent UR services: Preadmsmon
certification, concurrent hospital
treatment revtew, length of stay determi-
nation, discharge plannmg, retrospective
review, outpatient service predetermma-
504 outpatient psychiatric and sub-
stance abuse services, case management

Occasional UR services: Second surgl-
cal opinion, hospital bill audits

Reviews: Standard services

Branch offices. Jackson, Miss

Officers: Gary M Steln, CEO/chalr- WoRem compensation lives selviced

Covered bves/rewewed admissions

6,500
Acute care mpattent admismons reviewed 6,583
Diverted for outpatient treatment 8%

URAC certified™.
Frequent UR services. Preadmismon

certification, concurrent hospital Total URemployees on staff

treatment review, length of stay determi-
nation, discharge planmng, hospital bill
audits, outpatient service predetermina-

125,660 Total gross revenue

treatment review, length of stay deterrm-

Covered bves/reviewed admigions

1,500,000

orkers compensation hves serviced 3,600,000

UR services since: 1975

Parent: United HealthCare Corp
URAC certified.
UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, dlscharge planning, retrospective
regew, second surgical opinion, hospital

IPRO-National
Medical Review
1979 Marcus Ave, 1st floor, Lake

Success,NY 11042, 516-326-7767
ext 588, fax 516-326-7791

bill audits, outpatient service predeter- 1993 Revenud

mination, outpatient psychiatnc and UR direet to employers 35%
substance abuse services, case manage- UR to health care/msumnce providers 60%
ment Other services 5%

chimpractic Also reviews HM
Branch offices: Columbus, Ohio
Officers: Gary N Lapidas, president,

485 Kathenne Schocas, executive vp, Bar-

bara Ladon, vp-marketing; Norman J
Yvon, vp-finance
Contact Stanley Iflll, account man-

ager

Hines & Associates

115 E. Highland Ave, Elgin, 111 60120,
708-741-1288 or 800-944-9401,
fax 708-741-1306

1993 Revenues

UR direct to employers 4%
UR to health care/insuranceprowders 96%

nation, discharge planmng, second surgl- Staff

cal oplmon, outpatient service predeter-
mination, outpatient psychiatne and
substance abuse services, case manage-
ment, pnce negotlation

Occasional UR services: Retrospective
review, hospital bill auchts

Reviews- Standard Selvices, including

ambulatory care
Branch offices: Pasadena and Sacra-

Charleston, W Va
Officers: Dand McLean, president,

Total UR employees on staff 26
Pmfesmonals 65

Includes 4 physicians, 61 RNs
UR employees on retainer NA
Includes 13 physicians

UR clients

Total 263

Employer and group plans w/direct service 12

3% mento, Callf, Westborough, Mass, Covered bves/reviewed arl,n -ons

Employee benefit plan hves serviced
rkers compensa

180,000

6% Reviews. Standaid services, excludmg Staff
Os

Total UR employees on staff 375
Professionals 155

Indudes. 10 physicians, 125 RNs, 20 medical

record technicians
UR employees on retainer 440
Includes- 420 phymetans, 20 nurses

UR citents

Total a0

Employer and group plans w/direct service 14

Covered lives/reviewed admissions

Acute cam inpatient admissions renewed 12,000
UR services since- 1983
UR services: Preadmission

certification, concurrent hospital

treatment review, length of stay determi-
natton, discharge plannmg, retrospective
review, second surgical opinion, hospital
bill audits, case management, DRG vah-
dabon

Reviews- Group health, rehabilitation,
psychiatnc/substance abuse

Branch offices- Albany, Buffalo, Roch-

ester and Syracuse, N Y
Officers: Thomas Sheehy Jr, plEsl-

dent, Theodore 0 Will, execubve vp,

Harry M Feder, senior vp, Robin J

Husney, vp-corporate planning/develop-

ment

Contact Robin J Husney

John Davis, COO, Deanna Rohde, vp, Actite Care mpatient admimons revtéwed 1,350 [linOVatVe am

Tim Temple vp- sales/marketlng
Contact: Tim Temple, 612-797-4960

Healthnetwork Inc.
1420 Kensington Road, Suite 203,

Oak Brook, 111 60521-2106,
708-95+2900, fax 708-954-1518

1993 Revenues

UR dimct to employers
Other services

UR gross rEvenue

Staff

Profesmonals 7

Includes. 1 physician, 5 RNs, 1 medical record
technician

tlon, outpattent psychiatric and sub- Un chents

stance abuse services, case management
Occasional UR services: Retrospective

review, second surgical opinion
Reviews: Standard services, includmg

pharmaceutical, prenatal

Total a1

Employer and group plans w/dimrt service a1

Covered bves/relnewed admismons

Employee benefit plan ilves serviced

UR services since: 1987

URAC certified.

Frequent UR services- Preadmismon
certification, concurrent hospital
treatment IFvlew, length of stay determi-

Management Inc.

1001 Molalla Ave, Suite 209, Oregon
City, Ore 97045, 503-655-0114 or
800-862-3338, fax 503655-1922

nation, dlscharge planning, retrospective 1993 Revenues

review, second surgical opinion, outpa-

dental and maternlly
Branch offices: LaMesa, Callf, Den-

7 ver; Washington, DC, Bloomington/

Normal, Ill, Evansulle, Ind, Dubuque,

N N - . Total gross revenue $300,000

tient service predetermination, out- . o

. - UR direct to employers 60%

patient psychiatric and substance abuse UR to health cam/insurance providers 40%

services, case management, peer review UR gross revenue $300,000
$4,534,471 Occasional UR services- Hospital bill Staff

10 7% audits
893% Reviews: Standard services, mcludmg Total UR employees on staff 8
$484,888 Professionals 5

Includes 4 RNs, 1 medical record technician
UR employees on retainer 1
Includes 1 physician

lowa, New Orleans, Bay City, Mich, UR clients
Mount Pleasant, SC, Dallas, Ports- Total 1

mouth, Va, Seattle and Spokane, Wash,
Appleton and Milwaukee, Wis
Officers: Judith Hines, president, Ei-

leen Zurblls, Lynn Bmltbach, vps, Mary Employee benefit plan bves serviced

Employer and group plans w/direct sennce 9

Covered lives/rewewed admismons

240,000

Hesterok, associate vp, Grace Richard, Acute cale inpatient admissions renewed 2,875

director

Branch offices: Blmungham Ala, Mi- Acute care mpatient admissions mwewed 9,086 The Hol,nan Group

ami, Grand Rapids, Mich

Officers: Richard T Shell, president,
Brasher V (Pete) Mtller, vp

Contact Pete Mller

* Appites to Birmmgham, Ala locatton only

9 5 Healthcare Review Corp.

9200 Shelbyville Road, Suite 722,
Louisville, Ky 40222, 502426-4888,
fax 502-429-5233

1993 Revenues

Total gross revenue
UR direct to employers
UR to health care/insurance providers 25%
$4,200,000

Staff

Total UR employees on staff
Professionals
Includes 7 phymcians, 76 RNs, 10 medical record
technicians

[JR employees on retainer
Includes 28 physicians, 2 nurses

UR clients
Total 31
Employer and group plans w/direct service 24

Covered llves/reviewed admismons

681,000
150,000

Employee benefit plan bves serviced

man, Jane Cooper, president, Tom Acute care inpatlent admismons reviewed 125, 000

McKeown, secretary/treasurer
Contact: Jane Cooper or Julie Dawson,

manager-utillzation management/New
Orleans

Healthcare COMPARE Corp.

3200 Highland Ave, Downers Grove,
111 60515, 708-241-7900,
fax 708-241-7856

1993 Revenues

Total givss mvenue $151,000,000

Dwerted for outpattent treatment
UR services since: 1986
Parent National Health Services

Frequent UR services: Pmadmission

Diverted for outpatient treatment

UR services smce: 1985

Parent Little Co of Mary Hospital &
Health Care Centers, Mercy Hospital &
Medical Center, Ilhnots Masomc Medical

21050 Vanowen St., Canoga Park,
Cal,1 91303, 818-70+1444 or
800-321-2843, fax 818-704-9339

Center, West Suburban Hospital Medical 1993 Revenues

Center
URAC certiEed.
Frequent UR services: Preadmismon
certification, concurrent hospital
treatment review, length of stay determl_

UR gross revenue

Total gross revenue
UR direct to employers 5%
UR to health carehnsurance providers
Other services 90%

$340,000

nation, discharge planmng, second surgl- Staff

cal opinion, outpatient service predeter-

$4,200,000 mination, outpatient psychlatnc and
75% substance abuse services, case manage-

ment

Total UR employees on staff
Professionals 11
Includes- 4 phymaans, 1 RN, 1 11©ensed practical
nurse, 5 medical record technicians

Occasional UR services. Retrospectlve UR employees on ntainer s5

review, hospital bill audits
Reviews: Standard services, excludmg

4 chiropractle

Includes 50 physicians, 5 nurses

UR clients

Officers George C Ph111lps Jr, prest- Total ) o
dent, Donna Wolak, vp-Snance, Lore J Employer and group plans w/direct service 43

vp-general services, Rufma Salvanem,
dimctor-utihzation management

Contact Thomas G Galvan, control-
ler

HealthPro

1 Research Dnve, Worcester,
Mass 01581,508-36&3100,
fax 508-36&3131

1993 Revenues

certification, concurrent hospital UR direct to employers 6096

treatment review, length of stay determi- UR to health care/insurance providers

nation, discharge planning, retrospective

ervi

review, second surgical opinion, outpa- Staff

tient service predetermination, out-
patient psychiatric and substance abuse
services, case management, physician
provider credenttalling

Occasional UR services Hospital bill uR employees on retainer

Total UR employees on staff 175
Professionals 88
Includes 6 physicians, 81 RNs, 1 medical record
techruclan

30 Stanley, vp-operations. Robert J Wright, Cowred livestienewed admissions

Employee benefit plan hves serviced 265,000

Branch offices: Las Vegas

Diverted for outpatient treatment 85%

UR services since: 1990

Frequent UR services- Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management, outpattentutlbzaton

$8,500,000 management

Occasional UR services. Retrospective

5% mview, second surglcal opinion, hospital

bill audits

Reviews: Standard services, Including
catastrophic, chronic frail elderly cases

8 (screening and 1ntelventlon), materntty

Officers: Sherry Chenell, Kns Hallock
Contact: Shenty Chenell

Integrated Benefit
Services Inc.

1630 S Sixth St, Spnndfield,
11162703, 217-522-3736,
fax 217-522-8838

1993 Revenues

Acute carelnpatientadmismons reviewed 1,000 Total gross revenue $1,000,000
Diverted for outpatlent treatment 10% UR direct to employers 17%
Other services 83%
UR services since- 1979 UR gross rEvenue $170,000
URAC certified.
. Staff
Frequent UR services: Preadnusmon
certification, concurrent hospital Total UR employees on staff 3
treatment review, length of stay determl- Profesmonals 2
nation, discharge planmng, outpatient Includes 2 RNs
N R N . UR employees on retainer a
service predetermination, outpatient o
. . . Includes 3 physicians, 1 nurse
psychiatric and substance abuse services,
case management UR clients
Occasional UR services: Retrospective Total '
5% review, hospital bill audits
Reviews: Psychiatnc/substance abuse, Covered bves/reviewed admissions
workers comp/dlsablllty Employee benefit plan hves serviced 10,000

Acute care inpatient admissions reviewed 1,500

Officers: Ron Holman, premdent/CEO, Diverted for outpatient treatment 5%

Marylin E Kingston, executive vp,
Linda Holman, vp/CFO, Marcus Sola,

80 | vp-climcal administration

UR services since: 1990
Parent: VHA Great Rivers and Casper,
Cont:nued on page 32
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There are two things you need to make the right healthcare decisions. Information. And more information. At Intracorp,
vi,v our Focused Data Analysis is composed of everything we've learned from the 800,000 admissions we review each year.

Valuable information that can be invaluable to you and your employees. For example, it can work as a scorecard to show you
how much our utilization and case management programs are saving you in unnecessary bed days avoided or appropriate
alternative settings arranged. It can be used for comparison, to show you how your utilization program is doing compared to

other companies in your industry. And it can give you a basis for making decisions about benefit plan changes or enhance-
ments. To learn more, call us at 1-800-345-1075. The call,

of course, is free. The information, though, is priceless. INTRACORP THE HEALTHCARE MANAGEMENT COMPANY.
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Bartholf & Associates.

Frequent UR services Preadmission
certification, concurrent hospital
tmatment review, length of stay determi-
nation, second surgical opinion, hospital
bill audits, case management.

Occasional UR services: Discharge
planning, retrospective review, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services.

Reviews: Standarri seivices, excluding
workers comp/disability. Also reviews
dental.

Officers: Ron Krause, chairman; Pete
Casper, president; Stephen Bartholf, se-
1-etary/treasurer; Kathy Lewis, vp.

Contact: Kathy J. Lewis.

Integrated Physicians
Consulting Services
Uncoln Drive W., Suite 3003A,

Greentree Executive Campus, Marlton,
N.J. 08053; 609-988-9023;
fax: 609-988-9027

1993 Revenues

UR direct to employem
UR to health care/insurance providers.

30%

70%

Staff

Total UR employees on staff.
Pmfessionals.-------- .

Includes: 5 physicians, 1 RN, 1 licensed practical
UR employees on retainer. 27
Includes: 22 physicians, 5 nurses

UR clients

Total ...

Employer and group plans w/direct service.......... 10
Covered lives/reviewed admissions
Employee benefit plan lives serviced...

Wor*ers compensation lives serviced.
UR services since: 1993.

..30,000
.73,000

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, discharge planning,
retmspective review, second surgical
opinion, hospital bill audits, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management, physician early inter-
vention, physician review.

Reviews: Standard services, including
dental.

Officers: David N. Bukstel, Mark
Stern, Sharon Shecter-Cohen.
Contact: Sharon Shecter-Cohen.

Intracorp
1205 Westlakes Drive, Suite 300,
Berwyn, Pa. 19312; 215-889-2600;

fax: 215-889-2621
1993 Revenues

$278,360,000
43%

Total gross revenue.
UR direct to employets
UR to healthcare/insuranceprovideis.. .....35%
60.7%
...$109,460,000

Other seivices.

UR gross revenue .........

Staff

3,986
3,986

Total UR employees on staff.
Professionals.

Includes: 30 physicians, 1,300 RNs
UR employees on retainer. 300
Includes: 300 physicians

UR clients

16,704
Employer and group plans w/dimct service._1,028

Covered lives/reviewed admissions

Employee benefit plan lives serviced....... 26,422,822
Workers compensation lives serviced......... 2,879,428
Acute care inpatient admissions reviewed....618,103

Diverted for outpatient treatment. -..3.2%

UR services since: 1984.

Parent CIGNA Corp.

URAC certified.

Frequent Ult services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retmspective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage-
ment, DRG mview, provider bill audits,
provider practice analysis, claims data
analysis, personal health management.

Reviews: Standard services, including
dental, PPOs, high-risk maternity, spe-
cialty care.

Branch offices: Los Angeles; Atlanta;
Chicago; Philadelphia; Pittsburgh; Dal-
las; plus 100 field offices throughout
United States and Canada.

Officers: Patricia Rowland, president;
Dorothy Dugger, chief medical officer;
Donald Duford, senior vp-marketing/
product development/management;
Katherine Perry, CFO; Kenneth Ross, se-
nior vp-operations.

Contact: Susan Fazo, director-corpo-
rate communications.

K

Kemper National Services Inc.

1601 S.W. 80th Terrace, Plantation,
Fla. 33324-4036; 305-4524000;
fax: 305-452-4028

1993 Revenues

Total gross mvenue........... $25,000,000
UR direct to employers. ..,40%
UR to health cam/insuranceproviders............. 5%
Other services eiee..B5%

UR gross revenue.. ........... $10,000,000

Staff

Total UR employees on staff. 154
Professionals. NA
Includes: 6 physicians, 130 RNs

UR clients

Total. 600

Covered lives/reviewed admissions

Employee benefit plan lives serviced ...14,000

Workers compensation lives saviced .7,000,000
Acute care inpatient admissions reviewed__ 4,100

UR services since: 1992.

Parent Lumbermens Mutual Casualty
co.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services, case manage-
ment, outpatient surgical review.

Reviews: Standard services, including
physical therapy and radiology.

Officers Thomas R. Chapman, presi-
dent/CEO; Gary Chohamin, Robert Kul-
bick, llleana Chapman, vps; Eileen Ra-
mallo, assistant vp.

Contact Candy Thompson, assistant
VP.

Kepple & Co.
P.O. Box 1986, Peoria, Ill. 61656-1986,
309-673-7330; fax: 309-671-0239

1993 Revenues

Total gross revenue. ..$3,446,000

UR direct to employem.......................... 11.0%
UR to health caNinsunincepmvidem.. ..., 1.5%
Other services. 875%
UR gross revenue...............oouuuiiiiiiiinniannnd $432,000

Staff

Total UR employees on staff..

Pmfessionals...........cccccooeea. .
Includes: 2.5 RNs, 1 licensed practical nurse

UR employees on retainer......... ............ ... NA
Includes: physicians

UR clients

Total. 50

Employer and group plans w/direct service 46

Covered lives/reviewed admissions

Employee benefit plan lives serviced.
Acute care inpatient admissions mviewed
Diverted for ou*patient treatment.
UR services since: 1986.

Parent: Health Care Honzons Inc.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, case man-
agement

Occasional UR services: Retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination

Reviews: Group health.

Officers: Phjlip C. Walker It, pmsident;
James Stevenson, vp/secretary; Gloria
Towles, vp/tasurer; Van Barta, dime-
ton Gerald Landgraf, chairman.

M

Managed Care Programs Inc.
4830 W Kennedy Blvd., Suite 450,

Tampa, Fla. 33609; 813-282-8424;
fax: 813-282-8034

1993 Revenues

UR dimet to employem 1%

UR to health care/insurance providers. -.29%

Other services 70%

Staff

Total UR employees on staff. 7
Professionals 7

Includes: | physician, 6 RNs
UR clients
Total .6
Employer and group plans w/direct service... 1
Covered lives/reviewed admissiom
Employee benefit planlives serviced 605,000

Acute care inpatient admissions reviewed.. ..... 800
Diverted for outpatient treatment.

UR services since: 1991.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, outpatient service predetermina-
tion, outpatient psychiatric and sub-
stance abuse services, case management.

Occasional UR services Hospital bill
audits.

Reviews: Psychiatric/substance abuse,
workers comp/disability.

Branch offices: Imisville, Ky

Officers: Jim Kent, president/CEO;
John Kelly, vp-operations; Chuck DiPri-

mio, director-marketing.
Contact: Chuck DiPnmio

Massachusetts Peer

Review Organization Inc.

235 Wyman St, Wattham, Mass.
0215+1231; 617-8900011;
fax: 617487-0083

1993 Revenues

Total gross revenue.... ..$7,117,716
UR dinct to employem. 100%
UR gross revenue. ..$7,117,716

Staff

Total UR employees on staff .
ProfesSionals. .........ooiii i 59.43

Includes: 3.53 physicians, 50.4 RNs, 3.5 licensed
practical nurses, 2 medical record technicians

UR employees on retainer. 390
Includes: 386 physicians, 4 nurses

UR clients

Total e 10

Employer and gloup plans w/directservice.... _10

Covered lives/mviewed admissions

Acute care inpatient admissions reviewed......! 95,000
UR services since: 1985

Parent Massachusetts Medical Soci-
ety.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, retrrispective review, hospital bill
audits.

Occasional UR services: Second surgi-
cal opinion.

Reviews: Rehabilitation.

Officers Brenda E. Richardson, presi-
dent; Kathleen E. McCarthy, executive
directon Roberta A. Krovitz, assistant
executive director; J. Peter Maselli, med-
ical director; Robin E. Morin, director-

review.

Contact Patricia M. Mcl)onald, direc-
tor-public policy/communications, ext.
216.

Materiel Resource
Associates Inc.
110 Pine Ave., Suite 525, Long Beach,

Calif. 90802; 310-4374331;
fax: 310-437-7721

1993 Revenues
Total gross mvenue. $875,000

UR direct to employers. 60%
Other services

UR gross revenue $525,000
Staff
Total UR employees on staff. -7
Professionals
Includes: 1 physician, 4 RNs
UR clients
Total 3
Covered lives/reviewed admissions
Employee benefit plan tivesserviced. 16,000
Acute care inpatient admissions reviewed .. .... 850

Diverted for outpatient tatment.
UR services since: 1992

Continued on neort page
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UR clients

UR services: Preadmission Total 650
ertification, concurrent hospital Employerandgroupplansw/directsennce 12

reatment review, length of stay determi-
iation, discharge planning, retrospective
-evlew, second surglcal opinion, hospital

UR services since: 1984
URAC certified.

Frequent UR servica: Retrospective

services, case management, fee negotia- Haas, medical director

tton

Occasional UR services: Retrospecttve
review

Reviews: Standard services

Officers: Marr Allen, chairman/CEO,

)111 audits, outpatient service predeter- review, retrospectlve lost time analyms, Judy Luray, president/COO
nination, outpatient psychiatric and retrospecbve medical claims analysis,
Eubstance abuse services, case manage- medical and utilization review consult-

nent

1ng to federal government/state workers

Reviews: Standard services, excludmg comp funds, utihzation review software
Occasional UR services: Concurrent Institute/Physician

Officers: V Fullerton, premdent, S hospital treatment review, length of stay
Fullerton, vp, L Sacks, medical director determination, second surgical opinion,

:hiropractic

Contact Stephen B Fullerton.

Med-Valu Inc.

485 Metro Place S, Suite 200,
Dublin, Ohio 43017, 614-764-2282;
fax 614-766-0004

1993 Revenues

row gross revenue $4,230,000
UR direct to employers 10%
UR to health carehnsurance providers 90%

UR gross revenue $4,230,000

Staff

rotal UR employees on staff 53
Professionals 53
Includes physicians, RNs

UR clients

row 25

Employer and group plans w/direct service 3

UR services since: 1987

UR services:
certification, concurrent hospital
Meatment ranew, length of stay determi-

hospital bill audits, outpatient service

predetermination, case management
Reviews: Chiropractic, workers

comp/disability, dental, automobde cov-

erage

Contact: Judy Luray

Medical Review

Consultation Institute

670 East 3900 South, Su,te 300, Salt

Lake City, Utah 84107, 800-654-2422,
fax 801-261-3189

1993 Revenues

Officers: Ronald E Gots, chairman, UR direct to employers 1096

Peter Garahan, premdent/CEO, Thomas UR to health care/Insurance providers

McCarthy, executlve vp, Michele French, Staff
VP

Medical Cost Management

111 W Jackson, 22nd Floor, Chicago,
111 60604, 312-341-0217,
fax 312-341-9783

1993 Revenues

UR direct to employers 70%
UR to health care/insurance providers 30%

Staff

Total UR employees on staff

Preadmission URdients

Total

nation, discharge planning, retrospectlve Covemd bves/reviewed admismons

review, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatnc and substance abuse
mrvices, PPO redirecton

Reviews: Standard sennces

Branch offices: Oklahoma City

Omeers: Michael Linde, pmmmdent,
Mary Ellen O'Grady, Frank Anzelmo,
vps

Contact: Mary Ellen O'Grady

MedCost Inc.

1399 Ashleybrook Lane, Suie 100,
P 0 Box 25347, Winston-Salem, N C

Employee benefit plan lives serviced
UR services since: 1986

Total UR employees on staff
Professionals

Includes 3 phymc.ans, 4 RNs, 10 medical record
techmcians

UR employees on retainer NA
Includes. 330 physicians, 4 nurses

UR chents

Total 1,000

Employer and group plans w/direct service 100
UR services since: 1982
Parent Medical Opinions Inc
UR services: lkngth of stay determina-

15 bon, retrospectlve review, second surgl-

cal opinion, outpahent service predeter-
mination, outpatient psychiatne and

95 substance abuse services, physician peer

opinions
Reviews: Standard services, including

200.000 dental, home health, prescnption drugs,

durable medical equipment and disabili-

Frequent UR services: Preadmission ty/casualty claims

certification, concurrent hospital

Officers: Willism Low, premdent, Di-

treatment review, length of stay determi- ane Hoyle, executtve vp

nation, discharge planning, retrospective
re,new, second surgical optnion, hospital
bill audits, outpatient service predeter-
mination, outpatent psychiatric and
substance abuse services, case manage-

ment

Reviews: Standard services, Including
dental

Medicus Resource

Management Inc.

833 Park Road N, Wyomissing
Pa 19610, 610-372-8417,
fax 610-371-0310

Officers: Michael J O'Connor, prem- 1993 Revenues

dent, David S Fox, vp-medical director,

Contact: Barbara Gutstadt

MedPlans Review

14 E First St, Fort Scott, Kan 66701,
800-826-2898, fax 316-223-8292

1993 Revenues
UR direct to employers 10%
UR to health care/insurance providers 90%
Staff

Total UR employees on staff
Professionals

Includes 3 RNs, | medical record technician
UR employees on retalner
Includes. 10 physicians, | nurse

UR clients

Total °

90% Employer and group plans w/direct sernce 1

Covered bves/rewewed admissions

51 Employee benefit plan lives serviced 18,000
NA Workers compensation lives serviced 7,000
Acute care inpatlent admismons reviewed 717
Diverted for outpatient treatment 20%

UR services since: 1993

Parent MedPlans 2000 Inc

Frequent UR services: Pmadmismon
certification, concurrent hospital
treatment review, length of stay determi-

tmatment review, length of stay determi-
nation, discharge planning, retrospective
review, hospital bill audits, outpatient
service predeterrmnation

Occasional UR services: Second surgi-
cal opmion, outpatient psychiatric and
substance abuse services

Reviews: Standard services, including
auto medical and general hability

Branch offices: Tampa, Fla

Officers: Robert H Marks, premdent,
Debra Cerre-Ruedisih, senlor vp/COO,
Polly Jantzen, vp, Gerald Page, vp/CFO,

4 VValene Wilson, vp-operations, Russell
4 Whatmore, vp-contracting

11 Medwatch Inc.

101 Sunnytown Road, Suite 212,
Casselberry, Fla 32707; 800432-8421
or 407-331-1500, fax. 407-260-5682

1993 Revenues

UR direct to employers 65%

UR to health carehnsurance providers 35%

Staff

Total UR employees on staff 1C
Professionals NA

Includes. 7 RNs

UR employees on retalner NA
Includes 24 physicians

natton, discharge planning, second surg{t Covered lives/reviewed admimons

cal opinion, outpatient service predeter-

mination, outpatient psychiatnc and Acute care inpatient admissions reviewed 10 00(

substance abuse services, case manage-
ment, bllhng/code error determination,
reasonable and customary fee determi-
nation, medical necessity determination

Occasional UR services: Retrospective
review, hospital bill audits

Reviews: Standard services, meluding
property/casualty

Diverted for outpattent treatment

UR services since: 1988

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi
nation, discharge plannmg, retrospective
review, second surgical opinion, outpa
tient service predetermination, out

CEO, Andrew |,ortmer, managed care services. case management

officer, Patsy Scott medical manage-
ment offtcer; David Barnes, secretary/

treasurer

Contact: Peggy Fntter

MedTrac Inc.

P O Box 290429, Nashville, Tenn
37229«0429, 615-872-6300,
fax. 615-872-6310

27114-5347,910-760-3090 UR direct to emplo 0%
’ ’ A yers ° 1993 Revenues
fax 910-760-2352 C Larkin Flanagan, secretary/treasurer UR to health carehnsurance providers 1096
Staff Total gross revenue $3,020,000
1993 Revenues Medical Foundation UR direct to empleyers . 2ugns
s . . Total UR employees on staff a UR to health cam/insurance providers 78%
ervices inc. Other services 29,
UR direct to employers 12% Professionals o
UR to health care/insurance providers 50% 3625 N W 82nd Ave, Su,te 211, Includes | physician, 3 RNs UR gross revenue $2,900,000
Dther services 38% Miami, Fla 33166, 305-593-0404, Staff
UR clients
Staff fax 305477-6622
Total 49 Total UR employees on staff 21
Profe i 1:
rotal UR employees on staff 29 1663 Rovenues Employer and group plans w/direct service 38 rofessionals 21
Professionals 26 Includes 21 RNs
Covered lives/reviewed admisstons
Includes 26 RNs Total gross revenue $2,500,000 UR employees on .re.talner 2
UR di I I . Includes. 2 physicians
UR clients irect to employels 80% Employee benefit plan bves serviced 57,772
UR to health camhnsurance providers 20% Acute care inpattent adrnismons mviewed 2,868 UR chents
row 37 UR gross revenue $2,500,000 Diverted for outpatient treatment 4%
Employer and group plans w/direct serwce 18 Staff UR services since: 1989 Th+21 ree
. N Employer and group plans w/Urect service
Covered tives/reviewed admissions Parent: Berkshire Health Plan
Total UR employees on staff S0 Frequent UR services: Preadrmsmon Covered lives/reviewed admissions
Professionals 30

Employee benefit plan bves serviced 312,000

4cute care inpatient admismons reviewed 13,490
Diverted for outpattent treatment 1%
UR services since: 1984

Parent Coastal Healthcare Group Inc

certification, concurrent hospital

Occasional
audits

ervices: Hospital bill

Reviews: Standard services

Officers: Lynn Jennings, president
Jean Newman, Arlene McKechme, vps
Laura Laune, secretary/treasurer Jud>
Garber, director

Contact: Judy Garber

Memphis Business
Group on Health

2675 Union Extended, Memphis,
Tenn 38112, 901-323-1808,
fax 901-458-0709

1993 Revenues

Total gross revenue $793,99m
UR direct to employem 57%
Other services 43%

UR gross revenue $455,52E

Staff

Total UR employees on staff 11
Profesmonals 1

Includes 1 phymcian, 5 RNs, 2 11censed practical

52 UR employees on retamer 5.

Includes 53 physicians

UR clients

Includes 2 physicians, 9 RNs, 15 licensed A Employee benefit plan lives serviced 260,000
practical nurses, 4 medical record technicians treatment review, length of stay determt- Worken compensabon lives sewiced 180,000 Employer and group plans widirect service 2
UR employees on retalner 16 nation, discharge planmng, second surgl- Acute care inpahent admismons renewed 18,0

Includes 15 phymcians, | nurse

Frequent UR services Preadmlsmon UR clients

Dertification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective

Tow 30

Employer and group plans w/direct service 10

review, second surgical opinion, outpa. Covend lives/mviewed admismons

hent service predetermination, case
ageme

Ccasional UR services: Hospital bill ACGTS Gara patient adiismons reVjgie

Employee beneht plan bves serviced 90,000

kers compensati

audits, outpatient psychlatne and sub- Diverted for outpatlent treatment

stance abuse seruces
Reviews: Standard services, excluding
|h|rc#)ractlc Also reviews prenatal

UR services since: 1973
UR services: Preadmission

certification, concurrent hospital

cal opinion, outpatient service predeter-
minatton, outpatient psychiatric and
substance abuse services, case manage-
ment

Occasional UR services: Retrospective

Reviews: Standard services

Diverted for outpatient treatment 08%
UR services since: 1969
Parent: Willts Corroon PLC

URAC certified.
Frequent UR services: Preadmission

Covered bves/reviewed adnussions

Employee beneht plan bves serviced 480,00(
Workers compensation hves serviced 9,00(
Acute cam mpatient admismons reviewed 4,50(

Diverted for outpattent treatment 59¢

certification, concurrent hospital UR services since: 1987
treatment review, length of stay determi- URAC certified.
Officers: Edward J Wargo, president nation, discharge planrung, retrospective

Frequent UR services: Preadmismor

& N4 awgence Gobauan figagurer, A Geprae review, second suralcal opinjon. hospital certfication, congyirent hospita

chairman, C Harold Cohn, medical d- mination, outpahent psychatric and nation. discharge planning, retmspectivt
substance abuse services, case manage- 1-evlew, second surgical opinion, outpa

rector

icers: Robert Cadwallader, chair- treatment review, length of stay detenni- MEDIQ Review Services inc.
nan, Otto Mueller, premdent, Bllhe nation, discharge planning, retrospective
Davis, vp, Sheryl Neugebauer, secmtary, review, second surgical opmlon, hospital

David Fater, treasurer

bill audits, outpatient service predeter-

Contact: Sharon Lambros, account mination, outpatient psychiatne and
substance abuse services, case manage- 1993 Revenues

nanager

Medical Claims
Review Services Inc.
7910 Woodmont Ave, Suite 700,
Bethesda, Md 20814-3015,

800-35&2775 or 301-9130002,
fax 301-913-0028

1993 Revenues

UR dimct to employers 5%
UR to health care/insurance providers 55%
Other services 40%
Staff

rotal UR employees on staff 38

Professionals
Includes 4 phymcians, 5 RNs, 1 hcensed practical
nurse, 8 medical record technicians

UR employees on retalner 100
Includes 75 physicians, 25 nurses

For a description of standard ser-
vices and methodology see page 20.

ment

12000 J Commerce Parkway, Mount
Laurel, NJ 08054,609-231-7400,
fax 609-231 -7401

Reviews: Standard services, excluding UR direct to employers 5%

rehabilitation Also reviews dental
Officers: Rose Strain, executive direc-

UR to health carel/insurance pronders
Other ser.aces

toi; Rlchard N Dietrich, director-mar- Staff

ketmg, Robert Furlong, Lee Stapp, med-
ical directors

Contact Richard Dietnch

Medical Review Corp.

1240 Sussex Turnpike, Randolph,
N J 07869, 201-895-2244,
fax 201-895-2266

1993 Revenues

22 UR direct to employers 60%
25% mination, outpatient psychlatnc and
15% substance abuse services, Case manage-
ment, fee schedule review, provider bill Total

UR to health care/msurance providers
Other sennces

UR services since: 1984

Total UR employees on staff 30
Profesmonals 10
UR employees on retainer 1,000

UR services since: 1986

Parent MEDIQ Inc
URAC certified.

Frequent UR services: Preadmission

ment

Reviews: Standard services

tient service predetermination, out
patient psychiatnc and substance abuse

Branch offices: North Hollywood, Ca- services, case management

lif, Wichita, Kan, Minneapolis, Spar-
tanburg, S C
Officers: Terry W Warren, pmmdent/

Reviews: Standard services, excludmE
chimpracttc
Officers: Donna Mller, CEO, Fred

CEO, John Lanier, vp-operattons, Robert Bowman, premdent, Barbara Halhbur

Coffee, secretary

t MedView Services Inc.

32991 Hamilton Court, Farmington
Hills, Mich 48344,810488-5260,
fax 810-488-5262

1993 Revenues

UR dinct to employers 5%
UR to health care/insurance providers 7%
Other services 88%

certification, concurrent hospital Staff

treatment review, length of stay determi-
nation, discharge planning, retrospectlve
review, second surgical opinion, hospital

Total UR employees on staff 12
Profesmonals 9

Includes 2 physicians, 5 RNs, 2 medical record
ns

bill audits, outpatient service predeter- techmcian

Frequent UR services: Preadmismon audits

certification, concurrent hospital

Reviews: Standard services, Includmg

treatment review, length of stay determl- dental

nation, discharge planmng, second surgl-

UR clients

Employer and group plans w/direct service
UR services since: 1984

Parent Pharmacy Management Ser-

Branch offices: Orlando, Fla, PtttS- vices Inc

cal opinion, hospital bill audits, outpa- burgh, Pa. (sales offices)

tient service predetermination, out-

Offices: Barbam Gutstadt, president/

URAC certified.
Frequent UR services: Preadrrusmon

Datient psychiatric and substance abuse CEO John Gallagher chairman Glen rertifirsatinn Fnnrurront hr,in,+,1

ton, vp, Bob Elhs, secretary, Henrl
Smith, treasurer
Contact Donna Miller

MetL ife

1 Madison Ave, New York, N Y.
10010-0010,212-578-2211

1993 Revenues

UR direct to employers 100%

Staff
Total UR employees on staff 794
Professionals N#

Includes 24 phymaans, 494 RNs
UR employees on retainer NA
Includes. 6 physicians

Covered bves/reviewed admi=ions

22 Employee benefit plan bves serviced
12 Acute care mpatient adrrusmons reviewed 272,17:

UR services since: 1984

Parent Metropohtan Life Insurancf
co

URAC certified-.

Frequent UR services: Preadmismor

Contznued on NA-rt nnM
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certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective

Staff
Total UR employees on staff 80
Pi»fessionals 80

Includes 5 physicians, 75 RNs

review, second surglcal opinion, outpa- UR employees on retainer 25

tient service predetermination, out-
patient psychiatnc and substance abuse
services, case management/centers of
quality transplant network

Reviews: Group health, chiropractic,
mhabilitation, prenatal

Branch omces- Phoenix, Long Beach Employee beneht plan hves serviced

and Orange*, Callf, Denver, Newark,
Del, Maitland and Miami*, Fla, At-
lanta*, Lisle* and Schaumburg, I,
Chesterfield, Mo, Hauppauge and Kmg-
ston, NY, Beachwood, Cincinnati and
Dayton; Ohio, Tulsa*, Okla, Pltts-
burgh*, Houston and Iming, Texas

Includes 25 physicians

UR clients

Employer and group plans w/direct senree 1,560 NHA Review Services Inc.

Covered bves/reviewed admismons

770 S Post Oak Lane, Suite 445,
Houston, Texas 77056, 713439-0123,

364,222
fax 713439-7529

Acute care inpatient admissions reviewed 2,667

UR services smce 1991 1993 Revenues

Parent Mutual of Omaha Cos

Total gross revenue
URAC certified

UR direct to employers

Preadmismon UR to health care/insurance providers 90%

Frequent [JR services-

i URAC ce,10ed Other ofices schedlded for re- treatment review, length of stay determi- Staff

mau m 1994

Mountain Medical Affiliates

1385 S Colorado Blvd, Suite 620,

Denver, Colo 80222, 303-782-9696,
fax 303-782-9009

1993 Revenues

UR direct to employels 10%

UR to health care/insuinnce providers 85%

Other services 5%

Staff

Total UR employees on staff 4
Pivfessionals a

Includes 1 phymelan, 2 RNs, 1 hcensed practical

UR chents

Total 55

Employer and group plans w/direct service 10

Covered bves/renewed admissions

Employee benefit plan hves serviced 6,330
Acute cam mpatient admispons reviewed 480
Diverted for outpatient treatment 10%

UR services smce 1990

Frequent UR services- Preadmismon
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management, claim mpncing

Occasional UR servtces. Retrospective
review, second surgical opinion, hospital
bill audits

Reviews Standard services, including
prenatal

Officers- Barbara Brett, CEO, M Den-
ms Barton, president, Jack Gallagher,
medical dimeton David Munch, bench-
mark medlcal director; Wilham Fell, vp

MultiPlan Managed Care
115 Fifth Ave, New Yo,k, NY

10003-1004,212-780-2000
1993 Revenues

UR dinect to employers 920%
UR to health cam/msurance providea

Staff
Total UR employees on staff 60
Professlonals NA

Includes 1 phymcian, 3 RNs, 5 medical recoiri
technicians

UR employees on retalner NA
Includes 10 phymeans, 30 nurses

UR clients

Total 27

N

Employer and group plans w/direct service 2

Covered hves/renewed admi.vons

Employee benefit plan bves serweed 65,000
Acute carr impatient adnusslons zinewed NA
Diverted for outpatient treatment 3%

UR sennces smce. 1981

Parent MultiPlan Inc

Frequent UR services. Preadmission
certification, concurrent hospital
treatment revew, length of stay deternu-
nation, discharge planning, second surgl-
cal oplmon, outpatient service predeter-
mination, outpatient psychiatne and
substance abuse services, case manage-
ment

Occasional UR services- Retrospective
revtew, hospital bill audits

Reviews- Standard services, excluding
chiropractic Also reviews high nsk
pregnancy

Branch offices Malvern, Pa, Alexan-
dna, Va

Officers- Donald Rubm, president,
Kathleen Sulhvan, vp,Lorraine Woods,
vp-marketing, Edward Gluckmann, se-
nior vp, Sidney L Meyer, senior vp/gen-
eral counsel

Contact- Lorraine Woods

Mutual of Omaha Cos.

Integrated Behavioral
Services

Mutual of Omaha Plaza, Suite S-3,
Omaha, Neb 68173, 800-488-7706,
fax 402-978-2880

1993 Revenues

UR dimet to employers 100%

certification, concurrent hospital UR gross levenue $467,568

nation, discharge planning, retrospective

review, outpahent psychiatric and sub- Total UR employees on staff N
Professionals 5

stance abuse services, case management
Reviews Psychiatne/substance abuse
Branch offices MIinneapolls
Officers: Wilham E Ford, vp/director

Includes 1 phj'mcian, 3 RNs, 111censed prachcal
UR employees on retainer 14
Includes 14 p-lysiclans

National Case
Management/CIAS

300 Esplanade, Suite 1240, Oxnard,
Calrf 93030,805-983-2242,
fax 805485-0663

UR clients

Total 23

Employer and group plans w/direct service 3

Covered bves/reviewed admismons

Employee benefit plan hves serviced 25,976
Workers compensation hves serviced 11,200
Acute care impatient admissions n3vilewed 3,013

Diverted for outpatient hatment 5%

1993 Revenues

. ) Total gross revenue $1,600,000
UR serwces_smce- 1988 UR direct to employers 30%
Parent National HealthCare Alhance UR to health care/insurance providers 70%
Inc UR gross revenue $1,600,000
Frequent UR services. Preadmission Staff
certification, concurrent hospital
treatment review, length of stay determi- Total UR employees on staff 7
$467,568 nation, discharge plannmg, outpatient pmfessionals NA
. Includes 9 RNs
10% service pmdeternunallon, case manage- .
UR employees on tetainer NA

ment

Occasional UR services: Retrospective
review, second surgical opmlon, hospital
bill audits, outpatient psychiatric and Totai a5

substance abuse services

Includes. 5 physicians, 5 nurses

UR clients

Employer and grvup plans w/dimct sennee 5
Reviews: Standard servces

Officers. Robert Woolfolk, chairman/
CEO, Melvin Thorne, president, Lanis Employee beneht plan lives serviced
MeKmney, vp Contmved on next page

Covered In:es/rewewed admissions

15000
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SOME WORKING SOLUTIONS
FROM CONSERVCO.

Paging through this magazine,

you'll see dozens of advertise-

WORKING TOGETHER,
EVERYONE BENEFITS.

Since 1981, Conservco has been a
leader in both medical and dis

ments rattling off the same dismal ability cost management for both
statistics on rising medical costs. Employee Benefits and Workers'
Many projecting the horrors yet Compensation. And what we see
to come. Still others pointing the are two groups whose needs and

finger at you for not waking up
to the problem earlier.

At Conservco, we'd rather talk control costs. Both want high

about solutions. And we found

the best way to come up with

issue. Workers' Compensation and work as quickly as possible.

Employee Benefits.

goals are moving closer and close]
together. Both are struggling to

quality care. Both are seeing the
benefits of early intervention and

them is to look at both sides of the bringing the employee back to

What all this means to you, at

long last, is an opportunity to 100



Contmued “om preinous page UR direct to employers 36% agement Staff
UR to health carehnsurance providers 50% Occasional UR services Retrospectlve
Other services . . . .
14% review, second surgical opmion, hospital
$8,800,000 bill audits, outpatient service predeter- Includes 8 physicians, 4 RNs
mination, outpatient psychiatric and UR employees on retainer

substance abuse services Includes 4 physicians, 4 nuises

Workers compensation bves serviced
UR services smce. 1988

1,250,000 Total UR employees on staff

UR gross revenue Professionals
UR services Preadmission Staff
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, hospital

bill audits, case management
Reviews Standard services

Total UR employees on staff 106
Profesmonals 1025

Reviews. Standard Serwces

Branch offices Louiswlle, Ky, Dallas uR clients

Officers. Anthony Pmo, president/
CEO, Alvaro Pertuz, executive vp,
Kristie L Jorgenson, vp-administration,

Branch offices Long Beach, Calt, Las Randall Co?reia, vp—fnedical affairs,
Vegas 90 Jack Lane, medical dtrector.

Officers. Michael J Lewis, president/ Employer and group plans w/direct service 30 Contact D Jordan Misner, director-
CEO, Mary M Abraham, CFO, Donna sales
L Lester, vp, Bonnie Krueger, sales
manager; Sharon Sides, contruller

Contact Bonnie Krueger

Includes 5 physicians, 97 5 RNs
UR employees on retalner 35
Includes 35 physicians

Total

UR chents

Total UR services since 1984

Covered llves/reviewed arlm,Rsions

Employee benefit plan hves serviced 1,710,000
Workers compensation hves seviced 115.000 National Medical Audit
Acute care inpatlent admissions reviewed 102,000
Diverted for outpatient treatment 7%
UR services smce: 1984
Parent. PFS Cos
URAC certified

prOgrams

3 Embarcadero Center, Suite 1250,
San Francisco, Calif 94111,
415-393-5675, fax 415-393-5553

National Health Services Inc.

175 N Patnck Blvd , Brookfield,
Wis 53045, 414-792-1300,
fax 414-792-9595

. . ton
Frequent UR services Preadmismon 1993 Revenues

certification, concurrent hospital UR direct to employers 28%
treatment review, length of stay detemu- UR to health care/insurance providers 26%
$11,000,000 nation, discharge planning, case man-

1993 Revenues

Total gross revenue Other services
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t your total medical cost picture like this that addup to big savings. systems in effect at every stage in
nd manage with a more unified, Solutions that work no matter the cycle of every case, from the
lexible, cost-effective system than where the injury occurTed, who's onset of iliness through recovery
ver before. paying, or how simple or complex and billing, regardless of whether
A NEW SYSTEM BASED ON the claim. the claim is covered by Workers'
AN OLD CONCEPT: WHAT WE PUT TOGETHER, Comp or Employee Benefits, you
COMMON SENSE. YOU CAN TAKE APART. are in control. And only by being

rakethe case of the 24-hour RN. Everything weofferatConservco- in control canyou truly manage.
Jpon closer examination, the from Utilization Review and Call us at 800-525-5590 (in

o such a point that all he really Disability Management and our and we'll work something out.

Together.

CONSERVCO

WORKING TOGETHER, EVERYONE BENEFITS.
Integrated Medical/Dtsabdity Management

y visit from a local LPN.Just that the best available. Sowhether

he company more than $6,000 of our services, you'll go a long
hat year. At Conservco, we way to help contain costs. The
lave hundreds of little solutions point is, with cost management
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National Utilization

35 Management Corp.

12

as

Employer and group plans w/direct service 23

Parent. Willtam M Mercer Inc

Frequent UR services: Retrospective
review, evaluation of utilization review

Reviews Standard sernces, excluding
rehabilitation Also reviews dental

Branch offices: Atlanta, Chicago, Bos-
ton, Minneapohs, New York, Washmg-

Officers. Arnold J Mlistein, premdent,
Michael J Martin, director-utihzation
46% review/quallty assurance services

7301 N 16th St , PhoenD(, Ariz 85020,
800-35+2464, fax 602-371-3885

1993 Revenues

Total gross revenue $1,650,000
UR dtrect to employers 25%
UR to health carehnsurance providers 75%

UR gross revenue $1,650,000

Staff

Total UR employees on staff 11
Profesmonals 11
Includes 2 physicians, 9 RNs

UR employees on retainer NA
Includes 75 physicians

UR clients

Total 18

Employer and group plans ./direct service 3

Covered ilves/reviewed admissions

Employee beneht plan hves serviced 250,000

Workers compensatton Lives serviced 80,000

Acute care inpatlent admissions mviewed 4,000
Diverted for outpatient keatment 5%
Parent: USA Health Network
URAC certlified.

UR services. Preadmission

11 certification, concurrent hospital

tmatment review, length of stay detemu-
nation, discharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mmatton, outpatient psychlatne and
substance abuse services, case manage-
ment

Reviews Standard services

Officers- George Bogle, CEO, Con-
stance K Collins, president, Larry Hin-
son, vp, Wendy Sary, secretary/trea-
sumr; Mtllard Nelson, medical director

O

Ohio Health Choice

2322 E 22nd St, Cleveland,
Ohio 44115, 800-554-0027,
fax 216-621-3178

Staff
Total UR employees on staff 15
Professionals 10

Includes 2 phymcians, 9 RNs, 1 heensed practical

UR clients
Total 81,119

Covered lives/reviewed arimizions

Employee beneht plan lives serviced
UR services smce- 1984

125,000

Parent: St Vincent Chanty Hospital

Frequent UR services. Preadnussion
certification, concurrent hospital
tmatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatnc and substance abuse
services, case management

Reviews Group health, psychiatnc/
substance abuse

Branch offices: Canton, Ohio

Officers- Russell C Eckles, executive
vp, Dan Pearce, executive directori Joan
Mason, director-operations, Scott Vac-
tor, corporate marketing manager, Jan
Pae, director-networks

Options
700 River Ave, Sutte 400, Rwers,de

Commons, Patsburgh, Pa 15212,
412-323-8500, fax 412-323-8502

1993 Revenues

UR direct to employer= 10%

UR to health carWinsurance providers 10%

Other services 80%

Staff

Total UR employees on staff 15
Professionals NA

Includes 10 RNs
UR employees on mtainer NA
Includes 200 physicians

UR chents
Total 25

Covered lives/reviewed admissions

Workers compensation bves serviced 3,000
Acute care mpatlent adnusslons reviewed NA
Diverted for outpatient treatment 25%

UR services since 1984

URAC certfied.

Frequent UR services Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, retrospective review, second sur-
gical opinion, hospital bill audits, outpa-
tient service predetermination, case
management, peer reviews

Occasional UR services- Discharge
planning, outpatient psychiatric and
substance abuse services

Reviews Group health, chiropractic

Contmued on next page
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Continued from previous page
workers comp/disability, physical ther-
apy

Branch offices: Altoona, Harrisburg/
Lebanon and Philadelphia, Pa.

Officers: Joseph M McCabe, president;
Antonia L. Scarlata, secretary/treasurer.

Options Unlimited

76 E. Main St., Huntington,
N.Y. 11743; 516-673-1150;
fax: 516-673-8369

1993 Revenues

Total gross tevenue. $1,200,000
UR direct to employers. 10%
UR to health care/insurance providers. ..80%
Other services 10%

UR gross revenu $1, 100,000

Staff

Total UR employees on staff.. 20
Pmfessionals 17
Includes: RNs

URemployeeson retainer. 124
Includes: 14 physicians, 110 nurses

UR clients

24

Employer and group plans w/direct service............ 6

Covered lives/reviewed admissions

Employee benefit plan lives serviced. .48,000

Workers compensation lives seviced..,...... ..10,000

Acute care inpatient admissions reviewed_ ..2,500
Diverted for outpatient treatment. 10%

UR services since: 1983.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, outpatient service predetermina-
tion, outpatient psychiatric and sub-
stance abuse services, case management,

provider claim review.

Occasional UR services: Second surgi-
cal opinion, hospital bill audits.

Reviews Standard services.

Officers: Catherine Mullahy, pmsi-
dent/secretary.

Contact: Kelly Medwig, administrator.

P

PCC/Drug Data Systems Inc.
828 N. Hollywood Way, Burbank,
Calif. 91505; 818-843-8551;
fax. 818-843-1079

Covered tives/mviewed admissions

Workers compensation lives serviced......... 1,000,0CO

Frequent UR services: Retrospective
review, provider bill audits.

Reviews: Group health, psychiatric/
substance abuse, workers comp/dis-
ability, pharmacy, home health care, du-
rable medical equipment, orthopedic
equipment, orthotic supplies, hearing
aids and infusion therapy

Officers: Alvin Saidiner, president.

Pacific Health Alliance Review

1350 Old Bayshore Highway, Suite
560, Burlingame, Calif. 94010;
800-624-7761; fax: 408-369-7755

1993 Revenues

...30%
70%

UR direct to employers
UR to health care/insurance provides.

Staff

Total UR employees on staff. 6

Professionals 6

Includes: 6 RNs

UR clients

Total . e e ..29
Employer and group plans w/direct service. 10

UR services since: 1986.

Parent: Pacific Health Alliance.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services, case management, gatekeeper/
specialty authorization, hospital service
negotiation, transplant case rates.

Occasional UR services: Hospital bill
audits.

Reviews: Standard services, excluding
mhabilitation. Also reviews home health
care, home |V therapies and specialty
services.

Branch offices: Campbell, Calif.

Officers: Lawrence Cappel, president;
Robert Mackler, executive vp; Sheila
Graham, director-PHA Review.

Contact Lawrence Cappel, 415-375-
5800.

PAR 3 Utilization
Review Services Inc.

1772 Platte St., Denver, Colo. 80202;
303-4n-6898; fax: 303-433-7696

1993 Revenues

UR direct to employers. 95%
UR to healthcare/insumnceproviders._ 5%

Staff

Total UR employees on staff 26

Announcing a comprehensive Insurance Program for the

Fire & Burglary
Safety Equipment Industry

With great pride we continue to provide a superior underwriting facility

and insurance product for those involved n the MANUFACTURE,

DISTRIBUTION, SERVICE AND INSTALLATION OF

= Dry and Wet Fire Extinguishing Equipment

= Burglar Alarms and Equipment

= Fire Alarms and Equipment

For further information or applications call or write .

COVER CORPORATION

P. 0. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010

Facsimile: (313) 358-2459

Professionals.....__ ................................. 22
Includes: 6 physicians, 11 RNs, 2 licensed
practical nurses, 3 medical record technicians

UR employees on mtainer. 65
Includes: 62 physicians, 1 nunse

UR clients

Total. ..a08

Employer and group plans w/direct service.__ 400

Covered lives/reviewed admissions

Employee benefit plan lives serviced..
Workers compensation lives serviced
Acute care inpatient admissions reviewed.
Diverted for outpatient treatment...
UR services since: 1987.
Parent: QMC 3 Inc.
URAC certified.

..280,000

Frequent UR services: Preadmission
certification, concurrent hospital
tmatment review, length of stay detenni-
nation, discharge planning, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management, diagnostic review.

Occasional UR services: Retrospective
review, second suigical opinion.

Reviews: Standard services, including
dental, physical therapy and auto.

Officers: Kimberly A Sutphin, presi-
dent/COO; Henry Roth, vp/chairman;
Howard Entin, vp/secretaiy, John Sbar-
baro, vp/treasurer.

Contact: Kimberly A. Sutphin.

Pathway Review Systems

40600 Ann Arbor Road, Plymouth,
Mich. 48170; 313459-2997;
fax: 313-454-7301

1993 Revenues

Total gross revenue. $403,556
UR direct to employe .............ccoceeeann 20%
UR to health care/insurance providers. - 7T0%
Other services................... ... ... 10%

UR gross revVenuUe..........ccccueevevniiinennnnnn.....$387,802

Staff

Total UR employees on staff. 6
Professionals. .. ... ... 6

Includes: 5 RNs, 1 medical record technician
UR employees on retainer. -600
Includes: 600 physicians

UR clients
Total .9
Employer and group plans w/direct servicr .,2

Covered lives/reviewed admissions

Employee benefit plan lives serviced
Acute care inpatient admissions reviewed
Diverted for outpatient treatment. ---3%

UR services since: 1990.

Parent Michigan Peer Review Organi-
zation.

URAC certified.

Frequent UR services: Preadmission
certification, hospital
treatment review, length of stay determi-
nation, discharge planning, retspective
IEview, hospital bill audits, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management.

Reviews: Standard services, including
dental and optometric.

Officers: Richard Buyney, chailman;
Gary Horvat, president; Gary
Guetschow, treasurer; Betteye Elkins,
vp; Penelope Pestivnk, secretary.

Contact: Galy Horvat.

concurrent

Peer Review Analysis Ind
CORE Management Inc.

Two Copley Place, Boston,
Mass. 02116; 617-375-7700;
fax: 617-375-7676

1993 Revenues,

Total gross revenue... -$17,000,000
UR direct to employers. B1%
UR to health care/insurance providers. 44%

Other services....

UR ginss revenue ...................................$16,150,000

Staff

Total UR employees on staff.... .... 200
Professionals LNA
Includes: 11 physicians, 55 RNs

UR employees on retainer. NA
Includes: 120 physicians, 1 nurse

UR clients

Total. 140

Employer and gmup plans w/direct service 35

Covered lives/reviewed admissions

Employee benefit plan lives serviced........
Workers compensation lives serviced

Acute care inpatient admissions reviewed. 268,000
Diverted for outpatient treatment ---20%
UR services since: 1984.

URAC certified.

Frequent UR services: Preadmission
certification, hospital
tmatment review, length of stay determi-
nation, discharge planning, retrospective
review, outpatient service pmdetennina-
tion, outpatient psychiatric and sub-
stance abuse services, case management,
forensic reviews, appeals.

Occasional UR services: Second surgi-
cal opinion, hospital bill audits.

Reviews: Standard services, including
dental.

concurrent

Branch offices: Irvine and Los Ange-
les, Calif.

Officers: George Carpenter, CEO; Al-
fred B. Lewis, COO.

Contact: Randall H. Radcliff, vp-
sales/marketing, 714-442-2100.

Merger of Peer Reuieu> Analysts Inc and CORE
Management Inc. is pending sharehotder and regu-
tatory approval

Plan 21 Inc.

4550 Post Oak Place Drive, Suite 341,

Houston, Texas 77027; 713621-6500;
fax: 713-621-6560

1993 Revenues

UR direct to employers. a5%
UR to health care/hu#wince providers. 5%
Other services. 50%
Staff

Total UR employees on staff. --10

Includes: 1 physician, 3 RNs, 1 licensed practical
nurse, 2 medical record technicians

UR employees on retainer__ ..2
Includes: 2 physicians

UR clients
Total. 22
Employer and group plans w/dimet service 21

Covered lives/reviewed admissions

Employee benefit plan lives serviced 85,000

Acute care inpatient admissions reviewed.
Diverted for outpatient treatment.. -55%
UR services since: 1988.

Frequent UR services: Preadmission
certification, hospital
treatment review, length of stay determi-
nation, discharge planning, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management.

Occasional UR services: Retrospective
review, hospital bill audit.

Reviews: Psychiatric/substance abuse.

Officers: Joseph F. Madonia, president;
Stephen N. Luppino, Robert L. Beli-
chick, vps; Marvin Stone, medical direc-
tor; Janet Zaozimy, director-professional

Contact Robert L. Belichick.

concurrent

The Precertification Center

P.O. Box 898125, Camp Hill, Pa.
17089-8125; 717-232-0946;
fax: 800-626-9090

1993 Revenues

Total gr'oss revenue. $2,500,000
UR direct to employers. --99%
Other services. A%

UR gnoss mvenue $2,470,000

Staff

Total UR employees on staff.. 21
Professionals 21
Inclutles: 2 physicians, 19 RNs

UR employees on mtainer. 2
Includes: 2 physicians

UR clients

TOtAN. oo 679

Employer and group plans w/dinct service........! 679

Covered lives/reviewed admissions

Employee benefit plan lives serviced. ..250,000

Workers compensation lives serviced ...
Acute care inpatient admissions reviewed

Diverted for outpatient treatment. 85%

UR services since: 1984.

Parent Pennsylvania Blue Shield,
Capital Blue Cross.

URAC certified.

Frequent UR services: Preadmission

certification, concurrent

hospital
tmatment review, length of stay determi-
nation, second surgical opinion, outpa-
tient service predetermination.

Occasional UR services: Discharge
plarming, retnospective review, out-
patient psychiatric and substance abuse
services, case management.

Reviews: Standard services, excluding
chiropractic. Also reviews certification
for short-term, long-term, workers
comp, FMLA and maternity disability.

Officers: Jerry Boyer, president; Eliza-
beth Galitski, vp; Susan Bianchi, direc-
tor-information systems; Yvonne Fry,
manager-precertification; Margaret Be-
lafonti, manager-disability.

Contact: Jerry Boyer, 800-441-2333.

Preferred Health Plan Inc.

10180 Unn Station Road, Suite B,
Louisville, Ky. 40203; 502-339-7500;
fax: 502-339-8716

Staff

Total UR employees on staff
Professionals a

Includes: | physician, 3 RNs
UR employees on mtainer.
Includes: 1 physician

UR clients
TO Al L .8
Employer and group plans w/direct service.. ... 2
Covered lives/reviewed admissions

Employee benefit plan lives serviced.............. 28,000
Continued on next page
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Acute care mpatient admissions mviewed........ 2,815
Diverted for outpatient treatment...... -12%
UR services since: 1990.

UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, hospital bill audits, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management, physician claims au-
dit.

Reviews: Group health, rehabilitation,
psychiatric/substance abuse.

Officers: Bernard Tammie, CEO.

Contact: Patrick Galla.

Preferred Works Inc.

15 River Road, Wilton, Conn. 06897;
203-761-7300; fax: 203-761-7311
1993 Revenues

.$44,800,000
.18.4%

Total gross revenue...........
UR dimct to employers

UR to health care/insurance providers .9.9%
Other services 71.7%
UR gross revenue.... ..$12,700,000
Staff
Total URemployeeson staff. M -----60
UR enployees on retainer 40
Includes: 25 physicians, 15 nurses
UR clients
Total ... L il eeeiaiiiias e 80

Employer and group plans w/direct service 65

Covered lives/reviewed admissions

Employee benefit plan lives serviced. ......... 25,000
Workers compensation lives serviced. ..20,000
Acute care inpatient admissions reviewed........ 3,000

UR services since: 1985.

Parent VValue Health Inc.

URAC certified.

Frequent UR services Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, case management, automated
bill review.

Occasional UR services: Outpatient
psychiatric and substance abuse services.

Reviews: Standard services, including
dental, home health, physical therapy,
short and long term disability.

Branch offices Maitland, Fla.

Officers: Dave Noone, CEO; Matt
Ruvo, CFO; Grace Armstrong, senior
vp-marketing/sales.

Contact Sherrie Dulworth, vp-mar-
keting/sales, 203-761-7336.

Premier Medical Network

2180 South 1300 East, Suite 415, Salt
Lake City, Utah 84106-2826;
800-777-7572 or 801-486-3366;

fax: 801487-3020

1993 Revenues

Total gross revenue ..$1,151,400

..18%

UR direct to employer:

UR to health care/insurance pmvider:

Other services

UR givss Avenue...,........ccccooeviiiiininiinnennnns .$285,000

Staff

Total UR employees on staff... .
Professionals.

Includes: 1 physician, 3 RNs, 2 medical recor
technicians

UR employees on retainer... 18
Includes: 18 physicians

UR clients

Employer and group plans w/dimet service 21

Covered lives/reviewed admissions

Employeebenefit plan lives serviced._ ..22,500
Workers compensation lives serviced ...
Acute care inpatient admissions reviewed

Diverted for outpatient treatment..

UR services since: 1985.

Parent: Holy Cross Care, Northern
Utah Care, HealthTrust Inc.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, outpatient service predetermina-
tion, outpatient psychiatric and sub-
stance abuse services, case management.

Occasional UR services: Claims re-

view, second surgical review.

Reviews Standard services, excluding
chiropractic. Also reviews physical ther-
apy.

Officers: Lynn S Simons, president;
Joseph A. Schoenhals, medical director
Charles C. Auchterlonie, COO; Josette T.
Dorius, director-utilization manage-
ment/quality assurance.

Contact Josette T. Dorius.

Private Healthcare

Systems Inc.
1100 Winter St., Waltham,

Mass. 02154; 617-895-7500;
fax: 617-895-3458

*
93 Revenues
Total gross revenue..
UR direct to employers...........c.cccoeyuenne
UR to health care/insurance providers.
Other services.... ..... ...... .....

$85,500,000
...5%
.60%
35%

-$55,575,000

UR gross revenue

Staff

Total UR employees on staff... 1,122
Professionals 505
Includes: 12 physicians, 493 RNs

UR employees on retainer. 64
Includes: 64 physicians

UR clients

Total 90

Employer and group plans w/direct service 4

Covered tiveshreviewed admissions

Employee benefit plan lives serviced ..
Workers compensation lives serviced.

Acute care inpatient admissions reviewed....544,484
Diverted for outpatient treatment.. ......... 4.9%
UR services since: 1985.

Parent: Business Men's Assurance Co.
of America, CNA Insurance Cos., Confed
Admin Services Inc., Employers Health
Insurance, Fortis Inc., General American
Life Insurance Co., Great-West Life &

Annuity Insurance Co., The Guardian
Life Insurance Co. of America, Jeffer-
son-Pilot Life Insurance Co., The New

THOUGHT ELABORATION

Build consensus

Compliment frequently

EQUILIBRIUM

Bring net

EMOTIONAL FUNCTIONS

Project confidence
Show slides

f=,i\) 2 #I#

Demonstrate balance 99 7-..M/f e

England Mutual Life Insurance Co.,

Northwestern National Life Insurance

Co., Pacific Mutual Life Insurance Co.,

Phoenix Home Life Mutual Insurance

Co., State Mutual Life Assurance Co. of

America, Trustmark Insurance Co.
URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
tmatment review, length of stay determi-
nation, discharge planning, retrospective
mview, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services, case management, medical ne-
cessity review.

Reviews: Standard services, excludmg
chiropractic. Also performs high risk
maternity scmening

Branch offices: Irvine, Calif.; Rose-
mont, Ill.

Officers: Gene P. Guselli, president/
CEO; Donna Goldin, executive vp/COO;
N. Stephen Ober, executive vp/corporate
medical director, Michael A. Euele, vp-
client services; William F. Schunemann,
treasurer.

Contact Michael A. Euele.

HIGHER BRAIN FUNCTIONS
Anticipate questions

Side-step (see Motor Skills)
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PRO-West, A Professional

Review Organization

10700 Meridian Ave. N., Suite 100,
Seattle, Wash. 98133; 206-364-9700;
fax: 206-368-2419

1993 Revenues

Total gross revenue ..,......
UR direet toemployers.
UR to health caze/insurance providers.

.. 10%
.$8,153,000

UR gross revenue..........

Staff

Total UR employees on staff....... . o4
FProfessiom .1 . &7

Includes: 1 physician, 37 RNs, 1 licensed practical
nurse, 8 medical record technicians

UR employees on retainer............ --200
Includes: 200 physicians

UR clients

Total. -56

Employer and group plans w/direct service -8

Covered lives/reviewed admissions

Employee benefit plan lives serviced.. .2,765,206

Workers compensation lives serviced 0,000

Acute care inpatient admissions reviewe 8,000
Diverted for outpatient treatment. 1%
UR services since: 1975.

Frequent UR services: Preadmission

MOTOR SKILLS

Talk fast
Learn to dance

SHORT TERM MEMORY
Cue cards

CFO's wife's name

SENSORY FUNCTIONS

Offer refreshments
Wear deodorant

Conventional

mMmethods

Using

SelectPlus

comparative

data

AREASOFTHEHUMANBRAIN

REQUIRED TO EXPLAIN A MANAGED

EAREPURCHASING DECISION.

Managed care purchasing decsions can leave you with

a lot of explaining to do. Unless you have the facts.

Simply put, SelectPlus has the most accurate

statistical data available today. Our Validation Review

shows how your plan compares with others: locally,

regionally and nationally. You'll find out if you're

certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospek:tive
review, hospital bill audits, case man-
agement, DRG validation, disability
claim review.

Occasional UR services: Second surgi-
cal opinion, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse services.

Reviews: Standard services, including
dental, home health, nursing home,
physical therapy, massage therapy, ex-
perimental/investigational treatment,
durable medical equipment and prenatal
coordination.

Branch offices: Anchorage, Alaska;
Boise, Idaho.

Officers: Herbert M. Hilgers, chair-
man; John W. Daise, CEO; Georgene
Grauman, CFO; Michael Garrett, dime-
tor-utilization management/marketing;
J.C. Peterson, director-medical affairs.

Contact: Julianne E. Collier.

Continued on neoct page

For a desctiption of standard ser-
vices and methodology see page 20.

SHORT TEAM MEMORY

CFO's wife's name

paying too much and if so, where and why. And, by

overlaying these costs with outcome studies, we

can help determine whether your employees are

receiving the level of medical care they deserve.

So think it over, then call 1 800 546 2570.

It could take a load off your mind.

Selectplus
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ProHealth Inc.

(dba Harrington ProHealth)

811 Green Crest Drive, Westerville,
Ohio 43081; 800-832-1647;
fax: 614-891-5253

1993 Revenues
Total gross revenue . $2,900,000

UR direct to employers. 90%
Other services..

UR gross revenue $2,600,000

Staff

Total UR employees on staff. 22
Professionals 20

Includes. 3 physicians, 17 RNs
UR employees on retainer. 22
Includes: 22 physicians

UR clients

T <>t==1l _ -

Employer and group plans w/direct seivice 66

Covered lives/reviewed admissiom

Employee benefit plan lives serviced............ 159,000
Acute care inpatient admissions mviewed. 19,138
Diverted for outpatient treatment. ..10%

UR services since: 1985.

Parent: Harrington Services Corp.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment leview, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-
mination, outpatient psychiatric and
substance abuse selvices, case manage-
ment, point of service fee negotiations.

Reviews: Standard services, including
dental, home health, high-risk maternity
and prescriptions.

Officers: Robert R. Parker, president;
Thomas P. McDonough, executive vp;
Robert J. Covert, GO; Steven J. Weber,
COO; William Brake, secretary.

Contact John R. Williford, dimctor-
operations.

Provident Life & Accident

1 Fountain Square, Chattanooga,
Tenn. 37402; 615-755-1156;
fax: 615-751750

1993 Revenues

UR direct to employers.. ..70%
Other services .30%

Staff

Total UR employees on staff. 120
PMfeSSIONAIS. ..o o it 80

Includes: 1 physician, 70 RNs, 9 licensed practical

UR employees on retainer ---137
Includes: 137 physidans

UR clients

Employer and group plans w/direct savice.....1,465

Covered lives/reviewed admissions

Employee benefit plan lives selviced .....,.1,000,000
Acute care inpatient admissions reviewed......! 95,000

UR services since: 1983.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services, case management.

Occasional UR services: Hospital bill
audits.

Reviews: Standard services, excluding
workers comp/disability.

Officers: Robin Charlton, medical re-
view services; Ken Bryant, vp-medical
delivery systems.

Prudential

Psychiatric Management

56 N. Uvingston Ave., Roseland,
N.J. 07068; 800-382-9479;
fax: 201-716-8497

1993 Revenues

UR direct to employers....... ...60%

UR to health care/insurance providers 40%

Covered lives/reviewed admissions

Employee benefit plan lives serviced.
UR services since: 1990.

2,100,000

Parent: The Prudential Insurance Co.
of America.

UR services: Preadmission

certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, hospital bill audits, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management, provider profiling.
Reviews: Psychiatric/substance abuse.
Branch offices: Horsham and Houston,

Texas.

Officers: Richard Kunnes, president.

Contact Steven Tolle.

Psychology Systems Inc.

615 S. Main St., Milpitas, Calif. 95035;
408-263-8046; fax: 408-263-0349

1993 Revenues

Total gruss mvenue. $6,500,000
UR direct to employers. .. 10%
Other services 90%

UR gross revenue $650,000

Staff

Total UR employees on staff.. 12
Professionals 11

UR employees on retainer. 1
Includes: | physician

UR clients

Employer and group plans w/direct service.......... 30

Covered lives/reviewed admissions

Employee benefit plan lives serviced. 35,000

Acute care inpatient admissions reviewed. ...249

Diverted for outpatient tmatment ..30%

Frequent UR services: Preadmismon
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, letrospective
review, outpatient service predetermina-
tion, outpatient psychiatric and sub-

stance abuse services, case management,
coordination with TPAs.

Occasional UR services: Hospital bill
audits.

Reviews: FPsychiatric/substance abuse.

Branch offices: Fresno, Oakland and
Placentia, Calif.; Las Vegas, Nev.

Officers: John C. Brady n, pmsident;
Richard D. Falls, senior vp-marketing;
James B. Wallace, senior vp-operations;
Ronald Seff, medical dimetor; Howard
Hilderbrand, CFO.

Contact James Weymouth.

Q

Quality Managed Care Inc.
8717 W. 110th St., Suite 270,
Overland Park, Kan. 66210;
913-345-1784; fax: 913-345-1804

1993 Revenues

Total gross revenue. $1,132,233

6%

t:tZ2NkdZ:ance prwiidem2

..8%

Other services 86%

UR gross revenue..................ouuuiiiiiiiinniannns $164,357

Staff

Total UR employees on staff... .10
Professionals 10

Includes: 10 RNs
UR employees on mtainer. 5

Includes: 2 physicians, 3 nurses

UR clients

Total. .7

Employer and group plans w/direct service 1

Covered lives/reviewed admissions

Employee benefit plan lives serviced..
Workers compensation lives serviced ____
Acute care inpatient admissions 1ewed...
Diverted for outpatient treatment.
UR services since: 1988.

Parent The Olsten Corp.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, case man-
agement

Occasional UR services: Retrospective
review, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services.

Reviews: Standard services, jncluding
high-risk maternity.

Branch offices: Los Angeles; Denver;
Chicago; Des Moines, lowa; Wichita,
Kan.; Philadelphia.

Officers: H. Michael Gaines, president;
Noreen Whalen, vp/general manager.

Contact: Timothy Gallagher, 317-844-
2120.

The Queen's Health
Care Plan

2 Waterfront Plaza, Suite 200,500 Ala
Moana Blvd., Honolulu, Hawaii 96813;
808-522-7560; fax: 808-522-7561

1993 Revenues

UR direct toemployers. ...20%

UR to health care/insurance providers. 40%

Other services. .......... 40%

Staff

Total UR employees on staff. .25
Professionals .16

Includes: 4 physicians, 12 RNs

UR clients

Totnl 7

Employer and group plans w/direct service 3

Covered lives/reviewed admissions

Employee benefit plan lives serviced... .190,000
Workers compensation lives serviced......... ..... 700
Acute care inpatient admissions reviewed.. ...2,000

Diverted for outpatient treatment.. 5%

UR services since: 1985.

Parent: The Queen's Health Systems.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay determi-
nation, discharge planning, retrospective
review, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services, case management.

Occasional UR services: Hospital bill
audits.

Reviews: Standard services, excluding
chiropractic. Also reviews dental. Pro-
vides off-island referral programs.

Officers: Richard M. Jackson, presi-
dent/CEO; Harry A. Baut, CFO; James
M. Kiaft, director-commercial opera-
tions; Rhoda Wan Dee, director-utiliza-
tion management/quality assurance; Sue
M.V. Pattenson, director-provider rela-
tons.

Contact: Don Perry, marketing repre-
sentative, 808-522-7555.

S

Sagamore Health Network Inc.

11555 N. Meridian St., Suite 400,
Carmel, Ind. 46032; 317-573-2900;
fax: 317-573-2946

1993 Revenues

UR direct to employers - 2.41%

UR to health care/insurance providers.. _12.81%

Other ServiCes.......cooiuiiiiiiieceeeeeeie e 84.78%

Staff

Total UR employees on staff seeeeee12
Professionals..........cccocccoeiieon. 10

Includes: 1 physician, 8 RNs, 1 licensed practical

UR clients

Total

Continued on nest page

1 A /hen you're seeking to contain premium esca/ation, mcrease
V V your market share, /ower medica/ c/aim costs and increase

the quality of your product, you demand high standards from your

own company and deserve no less.

CONTAI N
PREMIUM

While most medical cost containment companies

are selling the same old programs, National Health

Services, Inc. (NHS) is setting new standards in:

quality assurance

reporting

data collection

systems integration

clinic

wer C

al decision support systems

Call NHS at 800-766-NHS1 for more information

ESCALATION

National Health Services, Inc. there is No Higher Standard

414-792-1300 - 800-766-NHS1

Brookfield Lakes Corporate Center
175 N. Patrick Blvd. - Brookfield, WI 53045

- FAX 414-792-9595



Contmued hom pre,nous page

Empt,y r md group plan w,dinit service 20

Covered tive,/miewed admhans

Empluy,<. t* n, fit ptan livt:: v,rymd t38.01}0
Acute earr inpati nt admission: n,virwrd 23,50!

[).vift* d for outpatwnt th .itrnint s

UR services since: 1985

L RAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital
treatment review. length of stay determi-
nation. discharge planning, second surgl-
cal opinion, outpatient service predeter-
mination, outpatient psychiatne and
substance abuse servicfs, case manage-

ment.

Occasional UR se,vices: Retrospective

Reviews: Group health, rehabilitation,
psychiatric/substance abuse, dental, pre-
natal.

Officers: William R. Ealy. president/
CEO, Keith C. Starling, vp-operations/
COQO; John Johnson, vp-finance; Robert
Finnegan. vp-managed care, Malinda
Hinkle. vp-marketing.

Contact Keith C. Starting.

San Diego Foundation
for Medical Care

9555 Chesapeake Drive, Suite 203,
San Diego, Calif. 92123; 800424-4222
or 619-268-7500; fax: 619-496-3720

1993 Revenues

Totul E7O>* Irvenue $2.981.01)CO*
UR dAntet to tinpk*sns ..... i
UR to health carwinurmci provider. . 12

Other scrvters

1-11 gnl.ss rrvenur . $303.090

Stafr

Total UR employers on st:iff 12
Prufrwonals . NA
Includis 6 RN». 1 medical rword khnic,an

UR,mployei on n,tainer -NA
In/ludm: 55 phymelans

UR client,

Covered liveshrviewed admi;sions

Employer bent,62 plan lives Trvierd 41.113
Worlwn. .cqm.pensation _11ve_s servi(;ed . 372
Acute trir infit:unt admiss, <ins rrviewed ..3.791

Divt-rled for outpatlent tn-atmt nt 2.6.1
UR services since: 1983

UR services: Preadmission

certification, concurrent hospital
treatment mview, length of stay determi-
nation, discharge planning, retrospective
ruview, second surgical opinion, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse
services, case management, physician

"ReViKiis: Statidard services, including

dental.
Officers Robert F. Thumer, CEO; Ber-

nar'd Minton, CPO; Michael Ganey, v>,

provider network development; Clinton

Mayers, vp-marketing/business develop-
ment.

Second Opinion
Consultants Inc.

P.O. Box 183, Pleasantville, N.Y.
10570; 800446-4606 or
914-741-1090; fax: 914-769-8248

1993 Revenues

UR dir,it to rmploy, rs.
UR to health carr/insurance provider> 80..

Staff

Total UR tntployers on Aff 4

Prmf.avormnals - ... =h

Includes. 2 Lict-nsi,d practical nur,es, 2 medical
record techmeans

UR employers on atilner . 1
Includts. 1 phystcian

UR clients
T >t =—al - 12
Employer and gmup plan. w,dinfet .en-lix- 10

Cove,ed live/*eviewed admbisions

Employer benefit plan live- m rvict,d
Ihvirted for outpatimt tn-atment. 13

5,000

UR services since: 1984

UR services: Second surgical opinion,
hospital bill audits, prospective diagnos-
tic testmg review, physician fee negotia-
tion.

Reviews: Group health, chlropractic,
workers comp/disability

Officers Madelon L. Fmket, presl-
dent/CEO; Norman Mana, medical di-
rector:

Contact: Madelon L. Finkel.

Sentinel Management
Services Inc.

2250 Erin Court, Lancaster, Pa. 17601:
717-291-1760; fax: 717-291-9757

1993 Revenum

UR dirret tu emplo>'ers 40% |
UR b h alth can"insurantx- prundr,n. 30

Staff

Tot<d L'R umployre, on stuff
Prof*-ssionals

Includes 5 RNs

mcluc.’ns 2 p sli.ins, 3 nur:

Ut clients

i —— N . .

Employ rand gruup planh w/dnrts;ervice ...134

Coven:d livesheviewed admisatjim
18.00D

Employer ben, ht pl,al kve:. .rdeed.

Acute:.de trip,atlit_nt .idna:,lort- rrvtewed 3,000

Diverted for outpatit,nt trratrnrnt.

20"«

UR services since: 1988.

Parent: Erin Group Administrators
Inc.

URAC certified.

Frequent UR services: Preadmission
certification, concurrent hospital

tneatment review, length of stay determi- ,

nation, discharge planning, retrospective
renew, hospital bill audits, outpatient
service predetermination, case manage-
ment.

Occasional UR services: Second surgi-
cal opinion, outpatient psychiatric and
substance abuse services.

Reviews: Standard services, excluding
workers comp/disability Also reviews

physical therapy and home health care.

ti : Officers: David Kolesky, president,
6 Susan C. Rossi, director.

* nt.rr 5 1 Spectnim Review

I Services Inc.

3845 FM 1960 West, Suite 410,
Houston, Texas 77068-3519;
800-258-5055 or 713444-2194;

fax: 713-444-2484

1993 Hevenue<

UR evet to empliyer> 10..

UR to health can«inunina, prond, B 70°,

Other s,rvier,. 200u

Staff

Total UR employ.. on <tuff .. 7

Prof.< _iomals. . . -7

Inctud,, 3 lic, r.hed prictleal nuries, 1 medicd
recor-d administrator

UR empluyers on r.tainer. NA
Inetud,9 75 phy-.levans, 25 nurbes

UR client:,

131
Covered Uvevrevie,ved admissic,izi

Employer brnefit plan lives servit*,d 250,000

Acute cam inpatient admissions rrvww.4 3.500
Diverted for outpatit,nt t:lratment
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UR services since: 1991

Frequent UR services: Pwadmismon
certification, concurrent hospital
treatment review. length of stay determi-
nation, discharge planning, hospital bill
audits, outpatient service predetermina-
tion, outpatient psychiatne and sub-
stance abuse services, case management,
PPO steerage.

Occasional UR services: Retrospective
review, second surgical opinion.

Reviewy: Standard services.

Officers: Frank J. Berrier Jr, presi-
dent/CEO; Ernest J. Munshow, vp.

Strategic Health
Development Corp.

9315 N.E. 6th Ave., Suite A-1, Miami
Shores, Fla. 33138; 305-754-7933;
fax. 305-751-1029

1993 ttevenues

Total gross f.:venue $2.D0D.000

UR dimet to implt,yer, 400©,a
UR to health carrAn.urance providerb , 400,
Other serviers LlmOoO.

UR gross revenue . .. ..$1.309.000

Staff

3% Tot:d UR imploy...On>taff 37

— r>f_ ==
Includes 3 phys:enans, 30 RNs. 4 11©vnsed

practical nunf

Tc>ra=al:

UR imploy.vh in kner 52
Includes 12 physlcums. 40 nurhes

1.11 clients
Total £

Cevered livenrvinved admisdom

Emphiytr- brn,-ht plan tives serviced Sno,nou
Worki . ct, mpmxation live> . r,-1.11

D.vrrted for outpatwnt batment 10-",

1,noti

UR services since: 1985.
Parent: Strategic Health.
URAC certified.

UR services: Preadmission
certification, concurrent hospital
treatment review, length of stay detemu-
nation, discharge planning, |-etruspective
review, second surgical opinlon, hospital
bill audits, outpatient service predeter-

mination, case management

Reviews: Standard servica, excluding
chimpractic.

Officers Alfred J Karniewicz Jr,

CEO; Nigel D. Wallbank, president.
Contact: Nigel Wallbank

Continued on next page

FREE SUBSCRIPTIO

Today's healthcare management
challenges require fresh
approaches and cutting edge
information. Crawford's quarterly

newsletter, The Healthcost Monitor,

has both. Each issue examines

industry's most challenging
problem, healthcare costs, adding
depth and dimension to key
issues and offering sound answers
to your most pressing medical
cost-containment questions.

Crawlord

CRAWFORD & COMPANY
HEALTHCARE MANAGEMENT

Direct your healthcare cost-

containment strategies toward maximum
return. Begin your FREE subscription to

The Healthcost Monitor today! just clip

and mail the coupon at the right to:

Name:

Title:

Crawford & Company

The Healthcost Monitor

Communications Department

A#anta, GA 30302

Company:

RO. Box 5047

City:

Or, begin your free subscription by faxing

a letterhead request to (404) 847-4955.

B

o e3|AQ< el@dfta|

=S -

an and Abu

HEALWOOK -ONITOR 46hz#.

Medical Case Management:

Bringing Order to Chaos Tre74

Medical Cost Con'

P'ease C C aorg * s arted 1 aro-,3

Telephone: ()

Street Address:

State:

Type of business/organization:

He'hraTe Paltim

Please begin my free subscription to
The Healthcost Monitor.

Zip:

83.294 i
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Cont:nued fn)m preutous page Parent: Umted HealthCare Corp
URAC certified.

Sunderbruch/ENCOMPASS

Covered lives/reviewed admissions

Employee beneflt plan Aves serviced 500,000

Frequent UR services: Preadmismon Acute care unpatient admissions mviewed 6,500

6000 Westown Parkway, Suie 350E,
West Des Moines, lowa 50266-7771,
800-383-2856, fax 515-222-2407

certification, concurrent hospital
treatment review, length of stay deternu-
nation, discharge planning, retrospective

Diverted for outpatient treatment 20%

UR services smce: 1985

Frequent UR services: Preadmission

renew, second surgical opinion, outpa- certification, concurrent hospital

1993 Revenues

rnanagement
$23,000,000

69%

Total grvss revenue

UR direct to employers

UR to health ca:e/l)llﬂsurance pmviders 21% audits, outpahent psychiatne and sub-
Other services
$22,977,000 management

Reviews. Chiropractic, workers
comp/disability

Total UR employees on staff 325 Branch offices. Pasadena, Cahf, West-

Professionals 190 borough, Mass, Charleston, W Va

UR gross revenue

Staff

Includes 3 physicians, 179 RNs, 5 hcensed
practical nunses, 3 medical record technicians
UR employees on letalner . . .
\ ploy o Barbara Daiker, director-provider net-
ncludes 8 physicians, 1 nurse
work development, VAma S Mc-
Donald, operations dimetor; Lynn Har-

208 tls, director-sales/marketing

UR clients

Total

Employer and group plans w/dimet seivice 152

Covered bves/reviewed admismons Unipsych Corp.
7951 S W 6th St , Sutte 100,
Plantation, Fla 33324, 305474-8727,
fax 305-474-1351

Employee benefit plan hves serviced
Workers compensation lives serviced

4,500,000
120,000

Acute care impatient adnusmons reviewed 20,000
Diverted for outpatient treatment 4%
UR services since 1975

Parent. lowa Foundabon for Medical 1993 Revenues

Care UR dinct to employem 25%
URAC certified. UR to health careAnsuranee providers 25%
Frequent UR services Preadmismon other services 50%

certification, concurrent hospital

treatment review, discharge planning,
retrospective review, second surglcal Tbtal UR employees on staff

optnlon, hospital bill audits, outpatient Professionals °

service predetermination, outpatient

psychiatnc and substance abuse sernces,

Staff

Includes 2 phymcians, 1 RN
UR employees on retalner NA

Includes 50 phystclans
case management

Occasional UR services l.ength of stay
determination, ambulatory case manage-

ment

UR clients

Tw 18
Employer and group plans w/dirret service 12

Reviews. Standard services, mcludmg
physician office care, home health care,
slalled nursing facihtles, intensive care Employee benefit plan bves serviced
facilities, hospice, Agh-rlsk maternlty, Worken compensation lives serwced
ambulatoly services UR services smce: 1986

Branch offices: Chicago and Peona, Frequent UR services:
1Il, Lmcoln, Neb, St Louis certification, concurrent hospital

Covered ilves/reviewed admissions

400,000
6,00,1

Preadrnismon

tient service predetermination, case treatment nenew, length of stay deternu-

nation, discharge planning, retrospective

Occasional UR services: Hospital bill review, second surgical opmion, outpa-

tlent service predetermination, case

10% stance abuse services, return-to-work management ) ) _
Occasional UR services: Hospital bill Total gross revenue

audits

Reviews- Standard services

Officers- Larry Smith, president/CEO,
Monica R Compton, director-operations,

\/

Value Health Inc.*

22 Waterv lie Road, Avon, Conn

06001, 203-678-3400,
fax 203-678-3477

1993 Revenues

Total givss revenue $565,200,000
UR direct to employers

UR to health Dare/insurance prowders

Other services 97%

UR gross revenue $16,956,000

Staff

Total UR emplcyees on staff 571
Professionals 357

Includes 14 phymcians, 193 RNs, 2 psychologists,
27 pharmacists

UR employees on retalner
Includes 163 physicians, 4 nurses, 21
psychologists 26 phannacists

UR clients

Total 102

Employer and group plans w/direct sennce 303

Officers: Fred Ferne, executive vp, treatment review, length of stay determt- Covered hves/reviewed admissions

Rebecca Hemann, Kathy Fliehler, Ronna nation, discharge planntng, retrospective Employee beneht plan hves se=ed 27,475,000

Pochter, John Clark, vps tevlew, hospital bill audits, outpattent Acute

Contact: Holly Smith, national sales service predetermination, outpatient Divelted for outpattent treatment

director, 708-953-8554 psychiatne and substance abuse services,

case management

care mpatient admjsmons reviewed 47,000
30%
URAC certified.

Frequent UR services. Pmadmismon

Reviews. Psychiatric/substance abuse, certification, concurrent hospital

workers comp/disability

U

uwatment review, length of stay detemn-

James Kaplan, director-finance, Ernest bill audits, outpatient service predeter-
Cohen, psychiatnc dimctor; Anke Stimp- mination, outpatient psychiatne and
substance abuse services, case manage- Staff

United HealthCare Corpl
Workers' CompensatioW
Casualty Services

6300 Olson Memonal Highway,
Golden Valley, Minn 55427-4981,
612-797-2300, fax 612-797-2301

son, clinical services manager
Contact Leo Bradman

Utilization Management
Program
1575 Norths,de Dnve, 200 ATC, Suite
250, Atlanta, Ga. 30318, 800-2294867

or 404-3514867, fax 404-3514867
ext 185

1993 Revenues

30%
70%

UR dimat to employers
UR to health carehnsurance pronders

Staff 1993 Revenues

80*.

Total UR employees on staff
Professionals

60 UR direct to employers
NA UR to health care/insurance pronders
Includes 20 phymcians, 30 RNs
Staff
UR employees on retalner NA

Includes 150 physicians Total UR employees on staff
UR clients Professionals 7
Indu(les 6 RNs, | medical record techmetan
Total b UR employees on nstalner

Coveted bves/reviewed admissions Includes 45 physicians, 1 nurse

UR chents
Workers compensation lives serviced

Diverted for outpatient tmatment
UR services since: 1991

4,000,000
12% Total

Employer and gmup plans w/direct service

ment

Reviews. Standard services, including
dental, prescnption drug, foot and ankle

care

Branch offices Marma del Ray and

\VAV/

Wausau Insurance Cos.

2000 Westwood Dnve, Wausau,
Wis 54401, 715-847-7250,
fax 715-8438608

1993 Revenues

UR direct to employers 7%
UR to health care/insurance providers 2%
Other services 91%

UR gross revenue

Officem. T Stevens Spruth, pmsident, Marian Moody, director-quality assur- staff
10 Glenda S Garrard, vp-client programs, ance, John Grooms, director-marketng

Total UR employees on staff 41
Profesmonals 29
Includes 23 RNs

UR employees on retalner NA
Includes 6 physicians

UR chents

Total

Employer and group plans w/diact service 3,000

Covered lives/reviewed adm=ons

Employee benefit plan lives sennced 180,000
Acute care inpatlent admismons reviewed 25,000
Diverted for outpatient treatment 5%
UR services since. 1972
Parent Employers Insurance of Wau-

sau

Frequent UR services. Preadmission

nation, discharge planning, retrospective
review, second surgical opinion, hospital
bill audits, outpatient service predeter-

Acute care inpatient admissions reviewed 10,600
Diverted for outpatient treatment 1%
UR services smce- 1984

Parent ULLICO Inc

URAC certified

Frequent UR services- Preadmismon
certification, concurrent hospital
treatment review, length of stay determi-
nation, dtscharge planning, second surgi-
cal opmion, hospital bill audtts, outpa-
tient service predetermination, out-
patient psychiatric and substance abuse

$24,500,000 services, case management

Occasional UR services: Retrospective

re\new

Reviews. Standard services, excluding

$2,200.000 workers comp/disability Also reviews

dental

Branch offices Phoenix, San Fran-
cisco, Cahf, Denver, Chicago, Indianap-
olls,Albuquerque,NM, Seattle

Officers. Robert A Georgine, chair-
man/CEO, James W Luce, plesident-Ze-
mth Administrators, Jerome P Pollock,
executive vp/COO, Dean Kalahar, Gary

7 0005 Eng, semor vps

Zurich-American

Managed Care

1400 Amencan Lane, Schaumburg,
ill 60195-1056,708-706-2406,
fax 708-706-2608

Staff

1% certification, concurrent hospital Total URemployees on staff o4
2% treatment review, length of stay determi-

Professionals NA
Includes 4 RNs

UR employees on retainer NA
Includes 100 physicians, 300 nurses

minatton, outpatient psychiatnc and UR clients

substance abuse services, case manage-
ment

Reviews- Standard sernces, including

214 prenatal risk assessment, physical medl- Workers compensabon bves serviced

clne and podiatry

Officers: Galen R Barnes, president/
COO, James M Magalska, senior vp-
group/retirement plan operations, Ger-
ald E Osband, vp-medical affairs

Worldwide Auditing
& Rehabilitation
Consultants Inc.
P O Box 149,100 W Man St, Suite

500, Lansdale, Pa 19446-0149,
215-362-0206, fax 215-362-6362

Officers: Leo Bradman, chairman, natton, discaarge planning, retrospectlve 1993 Revenues
Ronald Harshman, president/CEO, mview, seccnd surglcal opinion, hospital

UR direct to employers 8%
UR to health care/insurance providers 92%

Total UR employees on staff 32
Professionals

Includes 1 physman, 31 RNs

UR chents

Santa Monica, Callf, Wilton, Conn, Total 120
Tampa, Fla, Davenport lowa, Boston, Employer and givup plans WAmet service 10

Bloomfield Alls, Farmington Hills and
Southfield, Mich, St Louis, Tvy, N

Dallas and Houston, Fairfax and FaIIs review, hospital bill audits, case man-

Church, Va

RserviCes since:

Frequent UR services: Retrospective

agement peer review, mdependent med-

Officers: Robert E Patncelll, chair. ical exams, provider bill audits, medical

man/CEO, Wilham J McBnde, prem-

20% dent/COO/treasurer, Steven J Shulman,

bill mpncing
Occasional UR services. Preadmission

Employer and group plans w/dimct semnce 3,000

Covered hves/reviewed admtssions

60,000
Diverted for outpatient treatment 10%

UR services since: 1985

Parent Zunch Insurance Co

Frequent UR services: Retrospective
I-eview, second surgical opinion, hospital
bill audits, medical bill audits, fraud re-
view, pattern of treatment reviews, ergo-
nomle neviews

Occasional UR services. Preadmission
certification, concurrent hospital
teatment review, length of stay deterrni-
nation, discharge planning, outpatient
service predetermination, outpatient
psychiatric and substance abuse services,
case management

Reviews: Chimpractic, mhabilitatton,
psychiatric/substance abuse, workers
comp/disabillty, dental, physical ther-
apy, prescnpbon drug programs, dura-
ble good programs and Job modificatton

32 PI'OgramsS

Officers- L Adams, senior vp, M
Syrek, vp, S Armstrong, manager
Contact: Stephen P Armstrong

ADDENDUM

Information m the followmg listing was not avail-

ececuttve vp, David M Wurzer, vp-ft. certification, concurrent hospital able m time to be included m the alphabetical 1*st-
nance, Paul M Finlgan, vp-general treatment review, length of stay determi- Ing

7 counsel/secretary

Contact: Alvin Decker, vp-sales

Care, Valtte Behamoral Health, Value Health Man-
agement, Value Health SMences and Value Roc

nation, dlscharge planning, second surgl-

cal opmion, outpattent service predeter- Beech Street

* Value Heolth o#er# idil,mt,on review sen,ces mlnatlon outpattent psychiatric and

46 through ts subs:dlanes Lew:n-VHI, National Foot substance abuse services

Reviews: Standard services, Including
dental, physical therapy and psychologi-

Consoadated mformation has been proulded Value cal

12 Health also owns Preferred Works, whtch repons
3 tndependently

66Be sure that you return it.

If you're racing through this issue of Business Insurance because you
"borrowed" it from a colleague, you should have your own subscrip-

tion. Then you'll be first on the list. You can take as much time as you
like with all of Business Insurance's exclusive worldwide news of loss

prevention, risk financing and benefit management every week.

To subscribe, use the card in this issue

or Call 1 (800) 678-9595 Toll-

Ask about our
special 20%-off
group subscription
rate for five or more

Subserip*Inse Rates in U.S. Dollan
Ar 11//4 52 Issues

Surface Mail ByAir
$80 $175

$126* $198*

USA

Canada

subscriptions A
great way to save
money And avoid An other countries
pass-along problems by expedited air.

+Prke incindes¢anadian CST.

$200

Free.

Ins,li.,ce®

Subscription Dept.
965 E Jefferson

Detrot Ml 48207

Branch offices: Linthicum, Md

2 Ada, Suite 200, Irvine, Calif 92718,
714-727-1353, fax 714-727-1319

1993 Revenues

UR direct to employers 4%

Officers: Bally P Gmen, plsldent, UR to health cam/uiszirance providen» 6%

Allen Mohr, COO, Edward W Baker, se- Other services

90%

mor vp, Camle McGrath, director-mar- Staff

ketmg

Contact: Camie McGrath

Z

Zenith Administrators Inc.

111 Massachusetts Ave NW,
Washington, DC 20001,
800-848-9200, fax 202-962-8854

1993 Revenues

Total gross revenue

UR direct to employers
Other services

UR gruss revenue

Staff

Total UR employees on staff

Profesmonals 292
Includes 1 5 physicians, 25 7 RNs, 2 hcensed
practical nurses

UR clients

Total 148

Covered lives/reviewed admissions

Employee benefit plan lives serviced

398,150 Bregante, vp-sales/marketing

Total UR employees on staff 36
Profesmonals 28
Includes 4 physicians, 16 RNs, 4 licensed
practical nurses

UR employees on retamer 18
Includes 18 phymcians

UR clients

Tntil 140

Employer and group plans w/dimet service o3
Covered tzves/renewed admissions

379,210
3,800,000

Acute care mpatient admissions reviewed 27,587
UR services since- 1982

Employee benefit plan Aves serviced
Workers compensation bves serviced

Fmqguent UR services- Preadmission

$4,050,000 certification, concurrent hospital
4% treatment review, length of stay determi-
96% nation, discharge planning, retrospective
$3,320,000 review, second surgical opinion, hospital

bill audits, outpatient service predeter-
mination, outpatient psychiatnc and
substance abuse sennces, case manage-
ment, cost containment

Reviews Standard services, excluding
rehabilitation Also reviews auto liabil-
1ty

Branch offices: Houston, Texas

Officers Bradley S Karro, president,
John K Mtlls, executive vp, George
[ @ J



Reforms

Continued from page 1

Council on Flexible Compensation
in Washington. "Other business
groups-and we agree-concluded
the whole process was more win-
dow dressing by the administra-
tion than an honest attempt to
consider our suggestions."

"The administration's open door
policy only went so far and the fi-
nal piece of legislation didn't re-
fleet a lot of our strongest views,"
said a spokeswoman for the Busi-
ness Roundtable, an organization
of 200 major corporate chief exec-
utives.

A couple of months into the pro-
cess of developing a bill, "it be-
came obvious to us, and to other
groups, the White House was sim-
ply not listening,"” agreed Jim
Klein, director of the Assn. of Pri-
vate Pension & Welfare Plans in
Washington. "It's become clear to
us that (the administration) was
hell-bent on coming up with their

own plan and the supposed input
from the business and other com-

munities was a wasted effort."”

That perceived stance has cost
the Clinton administration some
valuable allies as it attempts to
push the president's formidable
health care reform plan through
Congress.

Several prominent business
groups earlier this month called
the plan unduly complicated and
fraught with too much government
regulation (Bl, Feb. 7). Although
the groups did not fully endorse
any of the competing plans, some
of them say legislation pr6posed
by Rep. Jim Cooper, D-Tenn.,
would be a better starting point
for reform.

While some observers see the op-
position to President Clinton's

plan by the Business Roundtable,
the U.S. Chamber of Commerce

and other business groups as a
turning point in the debate, others
say the president never had exten-
sive business support.

"l never saw a heck of a lot of
support to begin with," said Den-
nis Nirtaut, manager of employee
benefits for Continental Bank
Corp. in Chicago. "l just think
business groups are finally getting

themselves together and coming
out with a formal stance.”

The administration’'s lack of
credibility was a big issue for
many employers and business
groups. Benefit directors simply do
not believe the administration
would be able to cap employers'’
health care costs at 7.9% of pay-
ro4 as proposed, given the scope
of the basic benefits package that
would be provided.

"l never believed the numbers; |
thought it was fallacy,"” said Mr.
Nirtaut.

The 7.9% payroll cap "is balo-
ney," charged Robert Penzkover,
director of employee benefits at
Quaker Oats Co. in Chicago. "We
all know you can't buy that health
care for that price.”

President Clinton's promise that
the government would pay 80% of
early retirees' health care costs
didn't persuade the skeptics, ei-
then

"My personal opinion is the re-
tiree stuff is a concession to" big
automotive companies and smoke-
stack industries with older work-
forces, said Mr. Penzkover. "At
Quaker, we don't have the imbal-
ance.”

The administration also made a
grave mistake by underestimating
the importance employers attach
to maintaining their own health
care programs, benefit managers
say.

"They didn't understand how
important benefits are to the cor-
porate environment,” Mr. Penzk-
over said. "Companies are known
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as good places to work because of
their benefits. At Quaker, we've
invested heavily in health promo-
tion, wellness and flexible bene-
fits." Those programs would be-
come extraneous under the basic
benefit package President Clinton
is proposing, he said.

"To say, 'We want to maintain
an employment-based system be-
cause it works well,' and then to
structure it in a way that all em-
ployers do is finance it-who do
they think they're kidding?" asked
Robert Dankmyer, vp of corporate
benefits for Marriott International
Corp. in Washington. "Employers
want the ability to manage costs
and Clinton takes away the ability
to manage costs for all companies
except a very few large employ-
ers.”

Employers also clearly want to
retain control over the design of
corporate benefit plans.

"Companies want some flexibil-
ity in designing programs,” Mr.
Penzkover said. "The Clinton ben-
efit package is a one-size-fits-all
approach. But we've found differ-
ent people can tolerate different
deductibles and make tradeoffs of
one benefit for another. That's a
highly prized benefit to employ-
ees."”

The administration also ignored
the pleas of small business, said
Robert Patricelli, chairman of U.S.
Chamber's health and employee
benefits committee. "The Clinton
people unnecessarily complicated
what was going to be a difficult
proposal to start with," he said. "If
they kept the focus on universal
coverage at the outset and had not

added such dislikable features as

mandated alliances and price con-
trols, there may have been more
opportunity for business support.”

Small businesses would experi-
ence a whopping $40 billion cost
shift if the nation adopts a reform
scheme that pools the non-work-
ing uninsured into community-
rated alliances with employees of
small companies, Mr. Patricelli
said.

Others say they lost faith in the
Clinton plan when it became clear
that the only people involved in
shaping the legislation were aca-
demics or government policymak-

"There were very few people in
the Clinton camp that had experi-
ence with the business model,”
said Mark Ugoretz, president of
the ERISA Industry Committee in
Washington. That was a constant
criticism among employers about
the makeup of the task force.
"They were all academics or gov-
ernment policy types, but none of
these guys had ever met a payroll."

President Clinton's health care
reform proposal isn't the only plan
under fire for ignoring the nega-
tive impact that health system re-
form could have on American
companies.

"In many of the bills, we'll see
the cost of employment going up
so high that companies will have
no choice but to reduce employ-
ment,"” Mr. Ugoretz said. If health
care refornn means an employer
mandate, many employers will
continue to face rising costs. Those

employers "can't reduce their
health care costs if health care

coverage is mandated. Their only
choice will be to close plants and
lay off workers," Mr. Ugoretz said.

"We think jobs is a big issue and
we think the economic viability of
a business is a big issue," agreed
Marriott's Mr. Dankmyer. "There

has to be a reality check about
what the nation can and cannot

afford to do.”

"There is a notion on the Hill
that business can afford to do
much more and maybe that's true
to some extent,” Mr. Dankmyer
said.

But, he added, politicians and
policymakers may not understand
how far business can go.

Employer lobbying groups,' as
well as individual employers that
have yet to go solo to Capitol Hill
with their concerns, are now gear-
ing up for battle. Their goal, in the
face of the Clinton administra-
tion's perceived brush off, is to
bend the ear of the lawmakers
who will debate the various refom
bills in Congress.

"l think the White House missed
an opportunity more than we did,"
the APPVWWP's Mr. Klein said.
"Now we are taking our message
to Capitol Hin, where this will be
getting written and resolved any-
way."

Continental's Mr. Nirtaut, who
also is chairman of the Chicago
Business Group on Health, said his
membership is currently trying to
develop a formal position. "l see
this as a once-in-a-lifetime oppor-
tunity. This is something that
could impact us for a long time to

come. Employers have to get in-
volved.” le’
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Clinton

Continued from page 1
setbacks for the administration's
health care reform proposal. Ear-
lier this month, the Congressional
Budget Office reported that the
cost would exceed earlier estimates
and that the plan would swell the
federal deficit, not cut it, as the ad-
ministration has maintained (B,
Feb. 14).

The CBO report came on the
heels of the rejection of the Clinton
plan by three major business

groups-The Business Roundtable,
the U.S. Chamber of Commerce

and the National Assn. of Manu-
facturers (see related story, page 1).

Despite high-level administra-
tion lobbying, the Business Round-
table, a group of 200 big company
CEOs, not only rejected the Clinton
bill but backed the rival Cooper
proposal as a starting point for
health care reform.

Not once in her 45-minute
GHAA speech did Mrs. Clinton
mention Rep. Cooper by name. But
her remarks were clearly directed
at the Tennessee Democrat, whose
proposal has attracted as much, if
not more, interest recently than the
administration’'s.

Rep. Cooper proposes limiting
employer tax breaks for health
care costs and using the revenue to
subsidize coverage for the unin-
sured.

Speaking calmly but with deter-
mination, Mrs. Clinton called that
"one of the most dangerous and
threatening aspects of health care
reform.”

Employers, she said, might try to
retain tax advantages by offering
cheaper, lower-quality plans in-
stead of more expensive plans that

provide good benefits and services.
AnNd the victims of such maneuver-
ing would be employees, who
would be deprived of choices.

"Patient choice of plan should
mean just that,"” the First Lady
said.

Curbing employer tax deductions
for health care expenses also would
lead to what Mrs. Clinton de-
scribed as "gaming" of the system.
A health plan might say publicly
that it is offering the same benefits
at a lower cost than another plan.
But when the small print is read,
the benefits from the lower-cost
plan might be much less.

Trying to determine the cost of a
plan and whether the benefits are
comparable to another plan would
lead to endless squabbles, she said.
"We think there is tremendous
danger in the kind of comparisons,
monitoring, accountability and
gaming that will occur if we try to
finance health care by removing
tax preferences and moving every-
one into so-called low-cost plans."

Under the Cooper bill, employers
could take a full tax deduction for
health care premiums for the "low-
est-cost" plan in a specified geo-
graphic region.

Rep. Cooper maintains that if tax
breaks were limited, health plans
would compete more vigorously
and offer lower prices to stay un-
der the tax cap.

The Cooper bill also would es-
tablish a new federal board, com-
parable to the Securities and Ex-
change Commission, to set the ba-
sic benefit package that all plans
would have to offer. That board
would not be set up until after a
health reform law was passed.

Mrs. Clinton said that approach

would make it impossible to deter-
mine ahead of time the cost of the

plan and the amount of federal
subsidies that would be needed.

At the same time, a proposal that
doesn't spell out what benefits
would be offered in health care
plans would be tough to sell to the
American people, she said.

"It would be difficult to explain
to the American people that Con-
gress has passed a piece of legisla-
tion that promises you insurance

but doesn't tell you what the bene-
fits are.”

HMOs would fail in the market if

their approach to consumers was:
"Trust us. We are the greatest
HMO in the region. You buy (from
us) and we'll tell you later what the
benefits are,"” Mrs. Clinton told the
HMO executives.

Yet that is precisely the approach
some members of Congress want to
take by proposing that a federal
board set the benefit package later.

The better approach, Mrs.
Clinton said, is spelling out now
what benefits would be provided,
as the administration bill does.

Mrs. Clinton also sharply criti-
cized a so-called individual man-
date, a method of achieving univer-
sal coverage favored by a number
of congressional Republicans.

Under this approach, individuals
would have to obtain health insur-
ance, either through their employ-
ers or by buying their own pohcies.
Government subsidies would cover
some of the cost for poor people.

This strategy is doomed to fail
for a number of reasons, Mrs.
Clinton said. Government lacks the
resources to enforce such a require-
ment, she said, noting hundreds of
thousands people drive cars with-
out liability insurance despite laws
in a number of states mandating
coverage.

Tracking individuals as their in-

come levels change and as they
move in and out of jobs and insur-
ance plans would require "enor-
mous administrative oversight,”
she said. In addition, an individual
mandate could undermine employ-
ment-based coverage, leading to
even higher public costs.

Employers, Mrs. Clinton said,
would have an economic incentive
to drop coverage for low-wage
workers if the government subsi-
dized the cost of individual policies
purchased by the workers.

"What do employers, looking at
this rationally, say to themselves?"
she asked. If the government is
willing to pick up the tab for bene-
fits companies are now providing,
companies would quite logically
drop employees from their benefit
plans, adding to the cost of govern-
ment subsidies, she said.

Unlike at other recent public ap-
pearances, Mrs. Clinton did not di-
rectly lash out at the Health Insur-
ance Assn. of America, the sponsor
of the "Harry and Louise" com-
mercials that have drawn criticism
on Capitol Hill and from the White
House.

But Mrs. Clinton has not forgot-
ten Harry and Louise nor the
HIAA. The real agenda of the ad-
ministration’'s critics is no change
and no reform, she said.

The HIAA has come out in favor
of an employer mandate, restric-
tions on insurer use of pre-existing
condition exclusions and other re-
forms.

Mrs. Clinton urged the HMO in-
dustry to do its own advertising.

"Talk about your achievements,”
she advised, adding that HMOs
need to advertise that some HMOs
give members a choice of providers

and that many members are very
s =—ati=sFTics A _ _
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Rangel questions
if universal cover

would really work

WASHINGTON-Enactment of
legislation that establishes univer-

sal health coverage still could
leave millions of Americans with-

out access to health care, a con-
gressman representing New York's
Harlem area warns.

Rep. Charles Rangel, D-N.Y_,
said even with universal health
care coverage, individuals in many
urban areas may not receive the
care they need if physicians do not
maintain practices in those areas.

"You may have the plastic card,
but where will the doctors come
from?" Rep. Rangel asked, refer-
ring to the coverage card President
Clinton says all citizens would
have under his health care reform
plan.

Speaking last week before the
Group Health Assn. of America,
Rep. Rangel also noted that while
the Clinton proposal appears to
promise universal coverage, one
major group-illegal aliens-
would not be guaranteed coverage.

That omission would put more
financial pressures on state and 10-
cal governments to meet the health
care needs of illegal aliens, he said.

Rep. Rangel said he wasn't sur-
prised that several business groups
have rejected the administration's
health care reform plan.

Ultimately, though, to have any
role in the negotiations that shape
health care reform legislation,
business groups will have to state
what they are for and not just
what they are against, the con-
gressman said.

-By Jerry Geisel

AD CLOSING DATES
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U.K. auditors press for liability reforms

By ADRIAN LADBURY for damages that are more the fault

of others, often dimetors of failed
LONDON-Aheady talang steps companies who would make less at-
on their own to hmit their liability tractlve targets m a lawsuit
for non-audibng work, the Big Six Insurers have steadily been with-
accounting flmis plan to lobby the drawing capacity for accountants
Bntish government to limit their ha- coverage Only about $50 milhon
bility by law worth of coverage is available on the
Having paid millions of dollars to open market this year, compared
settle neghgence suits and held hable wtth about three times that amount
for nulhons of dollars more m other only two years ago
actions, the firms argue that if the As of late last year, the Big Six
frequency and stze of claims con- faced claims seelang about $30 bil-
tmue unabated they could threaten hon (BI, Nov 22, 1993)
the solvency of an accounting frrm In Britain, as m the United States,
Under cument U K company law, the Big Six fimis-Arthur Andersen,
accountants are not allowed to con- Deloitte & Touche, Coopers & Ly-
tractually hmit their Imbility for au- brand Ernst & Young, KPMG Peat
ditmg work They may set hmits m Marwick and Price Waterhouse-are
their contracts for non-auditing coordinattng their lobbymg efforts
work but tradibonally have not done Currently, the ICA Liability Com-
so, except for hgh-nsk work hke ad- mittee is fimshing 16 proposals for
vising clients dunng mergers and ac- amendments to section 310 of the
quimhons U K Companies Act Introduced af-
Malang matters worse for the ter an audittng scandal, that 1928
flrms are hardening profesmonal ha- law prevents hmts from contractu-
bility Insurance rates and shnnlang ally limibng their hability for audits
insurance  capacity in the I,ondon If the proposals are approved at a
and Internallonal markets Even a Marth 2 committee meeting, they
cap on accounttng hrrn liabihty may willl be sent to the Department of
not prompt msurers to mcrease ca- Trade and Industy
pacity or ease up on rate hikes, some
say that accountants can contract a ha-
At least one of the big firms- bility hmit the same as everyone
Arthur Andersen & Co -already has else," said Graham Ward, a Pnce
started imposing limits to its hablhty Waterhouse partner who is also the
m contracts for non-audittng work, committee chairman
such as tax preparation Ltability "We are also loolang at joint and
limits range from five to 50 times the several habillty because if we are

"We want to amend section 310 so

A case for reform in Australia

government's lawsuit blamed the auditors for some of
the losses the bank mcurred on bad loans

Big settlement renews call

to cap auditor liability
By KATE McILWAINE

The lawsuit resulted m "the largest commercial set-
tlement m Australia's history," according to Victorian
Premier Jeff Kennett

The most significant feature of the case is that the

SYDNEY, Australia-An accounting firm's record Victonan court system had encouraged the parties to
settlement of a lawsuit stemming from its audit of a reach a settlement because the courts are incapable of
failed bank is expected to further harden profesmonal handhng a case of that magnitude, said Angus Ma-
liability rates for Australian accountants civer, general manager-professional indemnity at FAI

The $136 milhon Austrnl,An ($963 million) settle- Insurance Ltd m Sydney
ment also may prompt insurers to tighten the word- "Once the court system said it couldn't handle It,
1ng on professional indemnity policies the only law that apphed was Murphy's," Mr Ma-

The expected fallout from the settlement has re- civer quipped
newed accountants' calls for the Australian govern- John Harkness, Sydney-based executive chairman
ment to place a statutory cap on hability for accoun- of KPMG Peat Marwick, said "a signiftcant amount”
tants, auditors and other profesmonals of the settlement willl be paid by the accounting

KPMG Peat Marwick last month agreed to the set- firm's global msurance arrangements, which were m
tlement, which was a fraction of the $1.1 bilhon Aus- place m 1988
tralian ($7788 milhon) sought m the lawsuit brought KPMG Peat Marwick has a captive insurer, but Mr
by the state of Victona against Peat Marwick Hun- Harkness would not comment on how much the cap-
gerford, a predecessor of KPMG Peat Marwick

The 1991 lawsuit mvolved a failed merchant bank, One source suggested the settlement figure repre-
Thcontinental Holdings Ltd, which had merged with sented a total loss on the accounting firm's insurance
the government-owned State Bank of Victorna The program, with a $20 milhon retention bang met by
Victonan government sold the bank in 1990 but m- the captive and coverage above that shared by casu-
mained responmble for Tncontinental's debt The Contmued on nert page

tive would cont:nbute

Mandatory cat cover proposed in Germany

By DON LEWIS KIRK risk of flooding where they occur on nopoly in comphance with new Eu-

a regular basis," said a spokesman mpean Union directives As a result,

amount of fees, with the average deallng with a fraud, the directors BONN, Germany-The December for Allianz Versicherungs A G the coverage wlll no longer be com-
hmit between five and 15 times the tend to get off hghtly while the ac- roodIng of the Rhme River and its "Then the property owner in Han- pulsory

fee amount

'‘Basically anything that mvolves suits," he said

an opinion is dangemus," com- "What is unfair and so damaging milhon) m damage, has generated utary of the Rhine
mented a partner with a Big Six is to have a situation where (under support for a compulsory national

countants get multimillion-pound tributaries, which caused more than nover would have to compensate for

As a result of recent storm and
1 bllhon deutsche marks ($579 9 flood damage on the Mosel," a tnb- flood losses, German companies al-
ready hard hit by the recesmon
Since 1992, German insurers have could face further rate increases for

the current joint and several hat)llity insurance program to cover natural offered hmited coverage of flood catastrophe coverage, said Helmut

But efforts to Impose 11nuts In con- system) such a disproportionate bur- catastrophe nsks in Germany

tracts are only a stopgap measure, den of nsk falk on the only ones left

accountants say Bntain's Instituteof with anything m their pockets just cal umty, Chnsttan Democrats and lent to introducing a new tax

and earthquake nsks Cntles said Fischer, chairman of the Federation
In a rare demonstration of pollti- national msurance would be eqwva- of Insured Companies Mr Fischer
said rate Increases between 20%

Chartered Accountants contends because they have profesmonal habil- Social Democrats are callmg for Earthquake-prone Baden-Wuert- and 30% are common "No one has
that the big firms' exposure w111 not ity msurance This is the long-term compulsory national msurance for temberg IS currently the only Ger- been spared," he said

be truly limited unless Parhament aim to encourage Judges to take a flood, landslide and earthquake man state that requires all property
replaces lomt and several habihty proportionate view," said ICA Chief risks

with proportional liability Executive Andrew Colquhoun

Companies m Baden-Wuerttem-
owners to buy msurance for storm, berg have benefited from lower ca-
flood and earthquake ntsks But by tastrophe rates because of the

Insurance

"Compulsory national

Too often, the firms complain, they But Mr Colquhoun, who said the would be the only means to provide the middle of this year, it must give state-owned monopoly (BI, Jan 17,

are held lointly and severally hable
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Theft of Norway's Scream’
puzzles museum officials

By MARIA KIELMAS height above the ground, ' Mr Berg said
A security study did assume that a thief could

OSLO, Norway-The day the world focused ItS chmb through an open window from the outside,

4 attention on the opening of the Olympic Winter "so we put locks on all of the doors and the win-

Games in Lillehammer, Norway, a famous painting dows," Mr Berg said
was stolen from a museum about 120 miles to the In 1982, the gallery underwent a ligorous secunty
evaluation and overhaul after the theft of a number

The theft of Norwegian painter Edvard Munch's of paintings exposed a weakness in the security sys-

"The Scream" from the Norwegian National Gal- tem, he said Secunty cameras were placed inside

lery in Oslo early on Feb 12 has prompted a wave of and outside the buildings and special "room secu-

criticism about the gallery’s security rity" devices were installed, Mr Berg said, declin-
The painting is considered unsalable because of ing to elaborate

its fame Because It IS owned by the state it is not The recent theft has led the gallery to install secu-

insured rity devices on the paintings individually, he'added
Security cameras recorded two individuals using "The Scream," a 44-by-71-inch painting on card-

a step ladder to break into one of the gallery's board, had been hung behind bulletproof glass

first-floor windows It took the thieves only 58 sec- nearly a quarter-inch thick The painting and the

to position the ladder, enter the gallery, seize glass were taken off the wall together, Mr Berg
the paintmg and escape said

"The great scandal is about the security measures "The Scream," Munch's most famous work, 15 the

" he g Ilery) e gallery's djrector, Knut second painting by th 20th-century artis to
92 *,13* 1 Berg We thoug h that (Stﬁ rst%or wmdows was have been stolen tb eheal\]atlonal tI'ljery n
- rather high up and not easy to use to get in We had gust 1993, thieves made off with a small portrait he

p the rather blue -eyed notion that a thief could not go painted in 1886
a that hig

h' al e elt cou \Y n a un
t, The first- roor windows of the gallery, which has timed {0'coiade with the cf)tpem'r?gho mg(ﬁlymﬁtcst

i high ceihngs, are about 161/2 feet above street level

A hint by a Norwegian anti-abortion leader that

- - Z "We thought that It would be very difficult for a lus small group could be responsible for the theft
< thief to chmb through a broken window at such a was treated last week with skepticism

hd. nfw' ; \. - J#/1 4. - -
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Violence

Continued from page 2

sums, said Bill Granahan, chief op-
erating officer of Betterley Risk
Consultants, the risk management
consulting unit of Milliman & Rob-
ertson Inc. in Worcester, Mass.

Workers compensation is often
the exclusive remedy for victims of
workplace violence or their sun/i-
vors. In some states, victims or their
families can recover outside the
workers comp system if gross negli-
gence on the part of the employer is
proved.

In the Texas case, the parents
were able to recover outside the
workers comp system because the
two employees were never notified
that they were covered by workers
compensation and were too young
to have contractually waived their
rights anyway, said Jeff E. Rusk, an
attorney with Shields & Rusk in
Austin, who represented the victims'
parents. The two other victims were
friends of the two employees. No ar-
rests have made in the case.

Brice Foods Inc., which owns the
yogurt shop, was covered under its
general liability policy for $11 mil-
lion, a spokeswoman said, declining

U.K. Iimits

Continued from previous page
ICA has been lobbying for liability
limits since the mid-1980s, does not
believe that a wide-ranging legal re-
form process is likely until "the early
years of next century." One reason is
that the current liability system in
UK law affects many different in-
terests and reform would mquire a
process similar to amending the U.S.
Constitution.

He is, however, more confident
that the audit limits can be intro-
duced soon and some of the pressure
taken off ICA's larger member films.

In an interview with Business In-
surance, Mr. Colquhoun said the
government had indicated it may
amend the company law during the
1995-1996 parliamentary session.

"The reform of 310, given the po-
litical will on the part of the govern-
ment, seems to offer a reasonably
straightforward way of at least
breaking the logiam."

Chris Nunn, senior technical ad-
viser with Arthur Andersen, one of
the leading forces in the current
campaign and one of the first to in-
troduce limits on non-auditing work,
believes action is vital because of the
shrinking insurance capacity.

"We want a level playing field
The effort has largely been driven by
deep pocket-targeting of audit firms
and the fact that insurance is no
longer available. The campaign is
very much in progress, and it's a
question of persuading the govern-
ment it's fair for us to do it. If you're
going to get sued to the point of ex-
tinction, you're not being very com-
mercially astute if you don't try and
avoid it in the original deal.”

Mr. Nunn recognizes that the ef-
fort to change the joint and several
liability of the auditors is a long-
term aim, but he backed up Mr.
Colquhoun's belief that liability lim-
its should help in the short term.

"We just cannot get the (insurance)
cover and are not protected against
the reaijly high levels of exposures we
are running into. The smaller firms
may stul get the coverage, but their
rates have gone through the roof,
too," he added.

So far, clients are not objecting to
the introduction of limits in non-au-
diting work and the proposed limits
in auditing, the accounting firms say.

Geoff Saunders, chairman of the
Assn. of Insurance & Risk Managers

to elaborate. The property manager,
Morrison Properties, was also cov-
ered under its general liability pol-
icy for its $1 million share of the
award, Mr. Rusk said. Morrison
Properties declined to comment.

"Workers comp has tended to
serve as a shield, but it's wearing
thin,” making it easier to sue em-
ployers in cases of workplace vio-
lence, said NWSI's Mr. Kinney.

Unless employers take safety pre-
cautions, they will eventually pay
out large amounts in settlements or
end up in court, consultants warn.

In the case of the Austin murders,
the employer and property manager
took their chances and lost. It was
an issue of "kids, cash and late-
night hours," Mr. Rusk said.

Teenage employees routinely
closed the | Can't Believe It's YOgUIt
store at 11 p.m. with $1,000 to
$2,000 in the cash register, he said.
What's more, the store has large
glass windows and only one of the
strip mall's other 10 or so stores was
open at the time. "It was attractive
to crime.”

In the past 10 years, the police re-
ceived 19 calls from the yogurt store
and 98 calls altogether from the
mall. In addition, the store next to
the yogurt shop had been robbed

in Industty & Commeme, said his as-
sociation has not formally discussed
the matter but said he personally
sees little reason for accounting eli-
ents to object to the liability limits.

"The days of unlimited liability are
disappearing fairly quickly and this
is why the UK insunms are ttying
to take the same kind of action in li-
ability insurance and |,loyd's is
heading that way. In today's world,
unlimited liability is a bit of an
anachronism.

"In all other industbes, like build-
ing contracting or the architectural
profession, you would normally want
to limit your liability to the value of
the contract or a multiple of the fee,
considering these multimillion
awards,”" Mr. Saunders said.

Smaller and medium-sized firms
have not faced the same number and
scope of claims as the Big Six and
most of them buy insurance on the
open market. But the market cer-
tainly hardened last year as rates in-
creased and capacity fell.

According to Accountants' Profes-

Australia

Continuedfrom previous page
alty insurens worldwide.

Former directors and officers of
Tricontinental and fonner auditors
of the State Bank of Victoria also
contributed without admitting lia-
bility, Mr. Harkness said.

The settlement, reached after five
months of negotiation, "recognizes
that a commercial resolution of the
claims is now preferable to engaging
in protracted and expensive litiga-
tion extending for some years into
the future," Mr. Harkness said.

Bill Small, chief executive of Price
Waterhouse in Sydney and chair-
man of a National Joint Lin*tation
of Liability Task Force, said the set-
tlement would increase professional
liability premiums for auditors,
which are already about $60,000
Australian ($42,480) per partner for
the larger accounting firms.

The task force, which is a joint
committee of the Institute of Char-

tered Accountants and the Austra-
lian Society of Certified Practicing
Accountants, is lobbying the federal
and state governments for legisla-
tion to limit liability (BI, Jan. 4,
1993; June 29, 1992).

If limits on liability are not im-
posed in an effort to keep insurance

eight times.

Yet the property manager failed
to tell other tenants about crimes
that had occurred and failed to m-
quest extra police patrols, Mr. Rusk
said.

He contends that changing the
mode of operation, improving the
lighting and alarms, and putting up
a sign that read "No more than $20
in the cash register at all times"
could have prevented the crime.

According to the National Insti-
tute for Occupational Safety and
Health, homicide is the leading
cause of workplace deaths among
women, and only motor vehicle and
machinery-related accidents cause
more deaths among all workers.

NIOSH, which is part of the Cen-
ters for Disease Control and Preven-
tion in Atlanta, found that 7,603
workers were slain on the job from
1980 through 1989, the latest period
for which information was avail-
able. That amounts to nearly 15
workplace murders every week dur-
ing the 10-year period.

INn October, NIOSH in its first-
ever "alert" on workplace violence
called on employers and workers to
take several specific safety mea-

The recornmendations include im-

INTERNATIONAL

sional Indemnity Quarterly, a quar-
terly bulletin published by Bowring
Financial & Professional Insurance
Brokers Ltd., 1993 rates for smaller
accountants-those with annual fee
income up to 200,000 pounds
($295,500)-experienced "minimum
premium increases of 20% and up-
wards regardless of claims experi-
ence." Bowring also said many
lloyd's underwriters reduced their
participation in the market last year
with "reductions from 50% in 1992
to 20% currently being by no means
exceptional."

Big Six Srms traditionally buy
coverage through a marketwide line
slip arranged by Minet Group P.L.C.
of I,ondon, which is placed with
more than 100 insunsrs worldwide.

The multimillion-dollar slip is
made up of a combination of pooled
captive coverage, gmwing self-reten-
tions and coverage bought on the
open market.

Minet brokers in London were un-

available for comment on the current

size and makeup of the slip, but it is

rates from rising, some accountants
will go without professional liability
insurance because of the high cost,
Mr. Small said.

Stephen Harrison, executive di-
rector of the Institute of Chartered
Accountants, said the Tricontinental
settlement "highlights the difficul-
ties we've been talking about."”

"We have been talking about a
calamity of unlimited liability, and

the Tricontinental decision has

brought it closer,” he said.

Mr. Harrison said accountants
cannot afford high premiums on top
of the other business expenses. And
those who purchase insurance are
"sitting ducks" for lawsuits, he said.

A federal government working
group studying the issue of liability
caps was scheduled to report its
findings last Friday to a meeting of
state and federal attorneys general.
The working party's original recom-
mendation was to allow accounting
firms to incorporate to shield the
partners personal assets from liabil-
ity. It also recommended imple-
menting joint and several liability as
an alternative to introducing caps,
but has since reconsidered its atti-
tude toward capping.

David Scarlett, an insurance law-
yer with the Sydney firm Hunt &
Hunt, said the Tricontinental case

will be a catalyst for change. "Peo-

proving external lighting, using
drop safes to reduce cash on hand,
ins+Alling silent alarms and surveil-
lance cameras, increasing staff,
training staff not to resist during a
robbery and closing down during

late-night and early morning hours.
The alert notes that the effectiveness

of the recommendations has not
been widely tested (BI, Nov. 8,
1993).

One employer that has taken steps
to prevent such crimes is Pizza Hut
Inc., contends Chris Guarrero, direc-
tor of security for the Wichita,
Kan.-based restaurant chain. While
he wouldn't elaborate about Pizza
Hut's safety program-"it would
take the edge off of the
advantage"-he did say the com-
pany recognizes that "we have a re-
sponsibility to our employees and
customens.”

Sometimes "all the equipment in
the world" cannot prevent deaths,
but companies can take reasonable
steps to ensure that they are less ex-
posed to negligence suits, he said.
"That's why people like me exist.”

Employers can take some simple,
inexpensive measures to help pre-
vent violent incidents, said Jan
Travnick, loss control safety officer
for Kemper National Insurance Cos.

widely acknowledged in the London
market that high-layer excess capac-
ity, in London at least, has fallen
drastically in the last few years.

The slip was hit badly by U.S. sav-
ings-and-loan claims, such as Ernst
& Young's 1992 agreement to pay
$400 million to settle federal claims
stemming from work carried out for
several failed thdfts. About $300
million of the settlement was covered
by the slip (Bl, Nov. 30, 1992).

The lead underwriter on the Ernst
& Young coverage at that time re-
portedly was syndicate 418, man-
aged by Merrett Underwriting
Agency Management Ltd.

In the 1993 Chatset Guide to Syn-
dicate Run-Offs, the Lloyd's analyst
said the Ernst & Young claim was
"almost entirely" responsible for the
syndicate's 35% loss and the belated
decision by underwriter Stephen
Merrett to leave 418's 1990 under-
writing year open. None of the Mer-
rett syndicates is actively underwrit-
ing.

Even if accounting firms were al-

ple no longer think payouts of that
magnitude are fanciful."

Mr. Scarlett said capping liability
could be advantageous for a plain-
tiff, because it means certainty of
payment.

While the accounting groups favor
a single, federal law, state govern-
ments are proceeding with their
own legislation because of the delay
in implementing a federal law, Mr.
Harrison noted.

A bill that would cap profession-
als' liability is currently before the
West Australian Parliament and a
similar bill is being drafted for the
New South Wales government. Both
bills would set up a professional
standards council to determine ap-
propriate liability caps for individ-
ual professions.

Allan Brown, professional indem-
nity underwriter at C.E. Heath Ca-
sualty & General Insurance Ltd. in
Sydney, said the Tricontinental pay-
out will drive up accountants' and
auditors' liability insurance rates.
However, rates for other professions
would be unlikely to climb as high,
he said.

Accountants, particularly those
doing audits, are "a special risk," he
said. "It will be more difficult and
more expensive for auditors to buy
insurance, and capacity for auditors
will shrink further.”

in Long Grove, lll.

If a store closes late, perimeter
lighting should be kept on and the
landscape should be trimmed down
SO no one can be lurking behind
bushes, she advises. Additionally,
employers can make sure that gar-
bage is only emptied during day-
light hours.

In addition to silent alarms, em-
ployers and employees shoudd rnake
sure that "when something does
happen they 1mow what to do," Ms.
Travnick said. Just as employers
practice fire drills and earthquake

drills, they should also practice vio-
lent-act drills.

Even in businesses with tremen-
dous employee turnover rates, em-
ployers should take the time and ef-
fort to train employees on what to
do if a violent crime occurs.

Other proven countermeasures to
improve security include school-
night curfews for student workers,
and adult supervision and security
staffing during high-risk hours,
added NWSI's Mr. Kinney.

"People are mad about crime,”
said Shields & Rusk's Mr. Rusk.
"Even though there is a third party
pulling the trigger, (people) want
employers to eliminate the opportu-
nity for that person.” lei

lowed to limit their liability for au-
dits, it is doubtful whether insurance
capacity would increase.

The limits "may be good news
from an accountant's point of view
and maybe possibly from an insur-
er's point of view, but there is anele-
ment of shutting the stable door af-
ter the horse has bolted," said
Charles Cox, director of Bowring Fi-
nancial & Professional.

"It is not driven by lack of insur-
ance capacity, and if they wen to
limit | don't think the capacity
would return in droves....If they did
limit, it would probably not be lim-
ited to such a level to have a big im-
pact on claims,” said Roger Flax-
man, director of London broker
Miller Pmfessional Liabilities Ltd.

One underwriterwho used to sup-
port the Minet line slip said the lim-
its may be fine for accountants if
they managed to persuade the gov-
ernment to change the law, but won-
dered how appealing it would be to
insurers if they were only applicable
in the United Kingdom. =Mi

Additionally, insurers will likely
impose higher deductibles on audi-
tors, Mr. Brown predicted.

Mr. Brown, who confirmed that
C.E. Heath had "a small net line” on
the upper layer of Peat Marwick's
1988 policy, said capping would
only be a solution if it were imple-
mented as a multiple of the fee.

L. Frank Earl, managing director
of Minet Professional Services Ltd.
in Sydney, said the Tricontinental
payout would not necessarily affect
premiums for smaller accounting
firms. Mr. Earl, who is an adviser to
the accountants' task force, also pre--
dicted that a cap would encourage
insurers to return to the higher lay-
ers of coverage for which capacity
had been reduced recently.

Not everyone agrees that the Tri-
continental case will cause accoun-
tants' premiums to rise faster than
they already have been.

Ray Armstrong, general manag-
er-professional and financial ser-
vices division of broker Marsh &
MelLennan Ltd. in Sydney, said
there will be no immediate effect on
accountants' insurance rates. "Pro-
fessional indemnity rates are in-
cleasing for all professions, and ac-
countants are paying a 15% in-
crease this year. But, for solo practi-
tioners, it is stin cheaper than for in-
surance brokers and lawyers." O



P&1 clubs

Continued from page 2
risks. P&l coverage renews Feb.
20, traditionally the date when
the Baltic Sea can first be crossed
after the winter freeze.

P&l clubs this year continued
their drive toward retaining more
manageable risks and buying re-
insurance coverage only for cata-
strophic risks.

Individual clubs are now retain-
ing $4 million per risk, up from $3
million per risk in 1993 and $2
million in 1992.

The International Group of P&l
Clubs, a reinsurance pool, also in-
creased its limits this year to $26
million from $25 million a year
ago.

The net effect of these changes
is that P&l clubs are now pre-
pared to carry the first $30 million
of any one claim before commer-
cial reinsurance, compared with
$28 million last year.

Despite these changes-and a
greater emphasis on loss preven-
tion among club members-ship-
owners' reinsurance costs still in-
creased an estimated 6%, up the
same amount as a year earlier.

The International Group was
able to purchase $1.15 billion of
reinsurance this year, though, up
from $1.05 billion a year earlier
when capacity in the excess of loss
reinsurance market was tighter.
The clubs' reinsurance has a sepa-
rate $500 million limit for pollu-
tion liability claims.

Most clubs have raised the an-
nual surcharge they impose on
owners shipping oil to the United
States because of tough pollution
liability laws that took effect in
1990. Shipowners generally ac-
cept the surcharge because the
greater liability exposure for pol-
lution losses in U.S. waters com-

pared with other countries is well
documented.

The P&l clubs' general rates are
calculated by the International
Group based on each club's aggre-
gate loss record for the past year.
Each club then sets rates for its
individual members that, when
taken together, average the club
rate.

According to figures available
on 13 of the major P&l clubs com-
piled by broker Nelson Hurst
Group Ltd. the overall general
rate increase for 1994, excluding
the cost of reinsurance, is 7.1% on
average, down from nearly 16% a
year earlier.

Two clubs, United Kingdom
Mutual Steam Ship Assurance
Assn. (Bermuda) Ltd. and Gard
(U.K.) Ltd., actually maintained
the same level of rates this year,
while the British Marine Mutual
Club sought to raise rates 15% in-

The overall general rate in-
crease for a slightly larger group
of P&l clubs was 15.8% in 1993,
down from a 34% increase in
1992, 30.1% in 1991 and 17.5% in
1990, according to Nelson Hurst.

The biggest single average hike
again came from the BMM club
which aimed for 60% in 1992 ac-
cording to the broker's figures.

The average cumulative in-
crease over the five years on a
sample of 13 of the clubs is 174%.

P&l club managers say that the
main reason shipowners are now
benefiting from rate increases as
low as zero is that an expected
flood of claims over the last two
years, which precipitated earlier

rate increases, has simply not ma-
terialized.

"We have found that the cumu-
lative effect of the increases has
just about overloaded the level of
premium.. .because of the accu-
mulation we are able to go for 0%.

We are not saying that claims
have stopped increasing, but we
did think they would increase
faster than they have done and
the accumulated increases put us
ahea4 of the game," said Stephen
James, chief executive of the U.K.
club, which insures roughly 25%
of world shipping liabilities.

The U.K. club’'s flat rate this
year follows increases of 15% in
1993, 50% in 1992 and 1991 and
30% in 1990.

Mr. James, along with most
other P&l club managers, believes
that the chief reason anticipated
losses did not develop was the
failure of the world economy to
emerge from its prolonged reces-
sion last year.

Marine underwriters believe the
flurry of shipping activity that
usually accompanies an economic
recovery has a more significant
impact on losses than the effects
of poor maintenance and invest-

ment by shipowners, which ac-
counts for poor claims experience
during a recession.

"When we set the rates and pre-
dicted claims we thought the
world economy would pick up
much more quickly,” said Mr.
James.

Richard Webb, assistant direc-
tor of Gard (U.K.), which also had
flat rates this year, told- a similar
tale.

"l am not saying the claims
have necessarily improved for
1992. It has been something of a
freak year in the sense that we
haven't seen any large claims at
the Gard or across the industry,"”
he said. However, while 1993
claims were not up to 1991 levels,
"there is still a high level by quan-
tum and number,” he added.

"There are certainly fewer
claims. The clubs have been ask-
ing for substantial increases in
past years and this has filtered
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Integrated Marketing
Communications

Don E. Scimitz & Stanley |. Tannenbaum,
Northwestern University & Robert Lauterborn,
University of North Carolina

For anyone looking to reach today's consumer by inte-
grating marketing and communications vehicles, ad-
vice straight from the leaders in this new industry.
#813363-3, $37.95
Also Available...
« From Advertising to Integrated Marketing
Communications Video #813499-0, $59.95

SAVE $17.95 on Package: Book and¥ideo
#813499-74 $79.95

How to Write a Successful

Marketing Plan

Ronian G. Hiebing,Jr. & Scott W. Cooper

Tbe Hiebing Group

Everything you need to develop a disciplined, compre-
hensive, "real world" marketing plan that defines your
objectives. #813197-5.$79.95

Successful Direct Marketing Methods
New! Fifth Edition

Bob Stone, Chairman Emeritus, Stone & Adler, Inc.
The book that started the revolution-now in a brand
new edition that includes database marketing, retail
and business-to-business marketing, and direct mar-
keting's role in integrated communications.
#813510-5,$39.95

AMA Complete Guide to Small
Business Marketing

KennetbJ. Cook, President, General Business
Consultants, Co-published witb tbe American
Marketing Association

Here's all the marketing help small business entrepre-
neurs need to identify, analyze, and rate target mar-
kets. #813590-3, $29.95

New Product Development, Second Edition
Geo¥Ze Gruenicald, Former CEO, Campbell-Mitbun
Covers every step of the new product process: re-
search and planning, development, managing a major
introduction, and more #813352-8, $39.95

Also Available...

* New Product Development Checklists
#813217-3,$19.95

* New Product Development Video
#813350-1, $59.95

SAVE $31.90 on Set Book, Checklist, Video
#813351-X, $87.95
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through to improved rates," said
Dudley Taylor, underwriter at the
Standard Steamship Owners' Pro-
tection & Indemnity Assn.

The Standard club sought to
raise rates 7.5% at renewals, com-
pared with 20% in 1993, 25% in
1992, 50% in 1991 and 25% in
1990.

"There has been a noticeable

drop in claims. There was a period
at the end of the 1980's and early
1990's when claims escalated and
premiums had to keep pace. It is
clear now when looking back at
the 1992 graph that claims have
certainly leveled off," said Phil
Mitchell, partner with Tyndal Ri-
ley & Co., which manages the Bri-
tannia Steamship Insurance Assn.

Britannia sought a 5% rate in-
crease this year, compared with
10% in 1993, 25% in 1992, 20% in
1991 and 12.5% in 1990.

"There is more (reinsurance) ca-
pacity available because of the

From the American Marketing Association

The AMA Marketing Toolbox
David Parmerlee, Marketing Consultant

improved record of the P&l clubs
over the last two years. Since the
Exxon VValdez incident in 1989,
the premiums have increased dra-
matically and the number and
level of claims in the last two

years has stabilized,” said a
spokesman for Lloyd's of London
syndicate 79, which is managed
by Janson Green Ltd. and is the
lead underwriter for the Interna-
tional Group's reinsurance pro-
gram.

A manager for one of the lead-
ing clubs, though, warned against
complacency among P&l clubs.

"We are not in a competitive
mode now because the industry
needed to recover and it is recov-
ering because the rates are now
much more likely to reflect the li-
abilities the members incur,
which are still steadily increasing.
VWe are not out of the woods
yet....To start cutting rates now
would be suicidal,” he said. |
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Disasters

Continued from page 2
there are times when it is impossi-
ble to go it alone. That's why there
are partnerships. And that's why
there should be a new public/pri-
vate partnership when it comes to
disaster insurance.”

He said his bill has four goals:

* To reduce loss of life and prop-
erty.

= To help victims resume their
lives after disastens.

- To make private insurance
more affordable and available.

- To make the financial risks
bearable for the insurance indus-
try.

To meet the fourth goal, the bill
calls for the establishment of a new
federal disaster reinsurance pool.
Insurers would prefund the pool's
reserves using a risk-based formula
and would be able to make claims
against the facility if the cost of a
disaster exceeded 15% of the insur-
ance industry's surplus. Rep. Mi-
neta said the trigger currently
would be about $25 billion-a loss
no single disaster has yet caused.

"If a disaster strikes before the

reserves are ready to meet the

01119}sysim,1 04.*ve
havelnplacetodai,is
a dirty little 14' says

the Natural Disaster

Coalition's Jack Weber.

need, the Treasury (Department)
would be authorized to borrow to

cover the shortfall-and then

charge insurers, with interest, to
rebuild the fund so there would be

no loss to the taxpayers,” he said.

Insurers are not the only sup-
porters of a federal disaster rein-
surance facility, stressed Jack F.
Weber, executive director of the
Washington-based Natural Disas-
ter Coalition. He noted that the
group he heads, which grew out of
the property/casualty insurance in-
dustry's Earthquake Project, now
enjoys the support of numerous
other entities, including public in-
terest groups.

He said that there is currently no
organized opposition to the Mineta
bill or its companion in the Senate,
S. 1350, which is sponsored by Sen.
Daniel Inouye, D-Hawaii.

"The system that we have in
place today is a dirty little lie," act-
ing as if natural disasters never
happen, said Mr. Weber. He said
that if an earthquake comparable
to the San Francisco Earthquake
of 1906 occurred now, it would
cause about $80 billion in insured
damage. That would leave insurers
"flat on their backs" and force the
federal government to act, he said.

Raising the issue of disaster re-
sponse and pointing to a possible
federal role represents "one of the
few occasions where the insurance
industry has really gotten ahead of
the curve," said Mr. Weber. |
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Southeast P&C Firm

TRUCK AGENTS Bl Classifieds

Main Street Business

WANTED

We Buy
Used Office

Furniture

Seeks experienced Sales representa-

tive for the Property and Casualty
Division. Ideal candidate would

Stop Wasting Your Time

Metro NYC
Improve Your Hit Ratio assure

increase Your Market Share Established Highly Rated (A +)
Regional P/C Carrier is recruiting
seasoned, hands on professional
with: producer and reinsurer
following, 5 + years co. experi-

ence, to create, build and manage
a book of Main Street business in

top quality

results!

We Sell Truckers X-Dates
"NATIONALLY"
800-288-XDATES (9328)

Not Available in All States

have 10 years of experience includ-
ing claims and sales. Respond to:
P&C Search, Suite 6, Box 100,
Roswell, GA 30075
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NAIC SURPLUS
REQUIREMENTS

several niches with proven,
documented track record and

WANTED

And Systems

MARKETING/UNDERWRITING POSITIONS

A ) profitable bottom line.
P.S. Business Interiors

1-800-220-1501

Outstanding ground floor career
opportunity with excellent com-
pensation and benefits package
and future officership potential.

CALL CHARLES P. PHELAN
1-800-544-6454

Mid-Atlantic based specialty (pensonal and small
WANTED: INSURANCE CHARTER to buy! A
licensed casualty insurer with charter in
good standing. Please call Dan
219-484-9600.

commercial) insurance group with general agency
and "A" rated insurance company looking to expand Our employees are aware of this
search. Reply in confidence: Box

#2838, Business Insurance, 740 N

Rush St., Chicago. IL 6061 t .

«Where Professionals Insure Their Careers
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O Insurance Brokerage
O Risk Management
Consulting

its marketing/underwriting activities. Positiona would
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have a minimum of two to three yeans experience HELP WANTED
either with company or agency background.
Competitive salary and benefits. Please respond to: O Risk Management
O Safety & Loss Control
0 Claims Management
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Call 201-765-9000 - Fax 201-765-9009
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Risk Management
Consultant
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Box #2849, Business Insurance

740 N. Rush St., Chicago, IL 60611-2590.

Growing Sacramento health benefit con-
sulting firm seeks individual with exten-
sive experience pricing health benefit pro-
grams. ASA desired but will consider oth-
ers. Excellent opportunity. Respond to:

We Are Growing
And We Need You!

Humana Health Care Plans is ex-

SELF-INSURED EMPLOYEE BENEFIT
SALES

Actualy
P.O. Box 1207
Rancho Cordova, CA
95741

panding its Medicare Sales Division
in Chicago. We need Sales Repre-
sentatives and Sales Management
Third party administrator of Arthur J. Gallagher, a candidates.
publicly traded firm on the N.Y.S.E., is seeking sales
representatives based in lllinois and California. Col-
lege degree and 3 plus years sales experience in
group benefits required. Individuals must have strong
working knowledge of the self-funded employee
benefits field, and a proven rrock record in sales.
Send resume and solory history to:

We offer:

« Salary plus commission and bonus Business Insurance
« Paid training

« Daytime selling hours
« Yearly retention bonus

+ Company marketing support
« MedicaUdental insurance
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2681
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Risk Management Consultant.
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and refirement program Vice Presidents, General Managers

and Other Administrative Personnel
4140

to

fill the job?

Please contact John Imes at:

Jim Murray, Gallagher Bassett Benefit Administrators,
Two Pierce Place, Itasco, IL 60143.

Humana Medicare Sales

Rm. 0308 Financial

PROPEMWIBILITY

Let Business

You will assist in directing and ad-
ministering global property and
transit risk management programs.
You will have global responsibility
for all aspects of the transportation
risk management program. Orches-

2555 S. Martin Luther King Dr.

Chicago, IL 60616 (312) 808-5563

Equal Opportunity Employer

Chief Financial Officers and Vice
Presidents of Finance ___, 2495
Secretaries, Treasurers, controllers
and other Financial Personnel, 3702
Risk/Employee Benefits:

I ) R Vice Presidents, Directors, Manag-
CLAJ N |S MANAG E R nsurance trating c'ompany—v.wde loss contlrol ers, and other realted department
and business contingency planning personnel of. insurance, risk em-
W tl Ki individual t th Work will also‘b'el .an lntegra'l part of your ployee benefits, personnel, compen-
e are currently seeking an individual to manage the respOnSIbIlltleS'. Candidates should sation, pension, safety, security, in-
administration of all property losses and large general for you ' have 7+ years' related experience REC RU IT dustrial relations, human resources
and au'to liability claims. Worklng with all C?IVISIOnS ] - with a thorough knowledge of HPR and employee/iabor relations
regarding contract/lease insurance related issues, you will property, marine cargo, transporta- 15.094
e.assist in the int.erpretation an'dlor applicatiop of tion practices, international busi- TH E Sub-total ... 28,112
insurance terminology. Candidate will coordinate the ness and high-tech manufacturing. ASSOCIALONS - 385
defense of large liability Iavsllsmts against the company Ad Vertlse F.requent presentation.s and occa- I N D U STRY'S Government, Unions and Educa-
and prepare reports for senior management, sional travel are required. ARA/V tional INSUtONS ..o 1.075
To qualify, you must have a Bachelor's degree and 5 years' in the S:(j‘:.d:jlgnauons and an MBA Sommercial Consums.s
r irable.
experience in the claims management field, preferably in M OST Sub-total..............oe..... 29,572
the brokerage or corporate environment, CPCU or ARM a PrOfeSS|Ona| Hewlett-Packard offers an excellent Insurance Agents and Brokers
plus. This position is located at the Marshalls corporate compensation and benefits pack .. 8,714
headquarters in Andover. M k t I pPI d p ) QUALI FI E D Insurance Companies 7,981
arke p ace age. Please send your resume to: Accountants, Actuaries, Attorneys &
Qualified applicants should fax or send resumes and Hewlett-Packard Company, 1266 CONSURANES oo 3,532

salary history to: Human Resources Manager, Melville
Corporation, 100 Brickstone Square, Andover, MA

01810. Fax (508) 474-8585. EOE.

Melville

312-649-5340

Kifer Road, MS1 OOR, Attn:
0276FN, Sunnyvale, CA 94086.
Principals only please. Hewlett-
Packard Company is an equal op-
portunity/affirmative action em-
ployer.

Hewlett-Packard

CANDIDATES.

Call 312/649-5340

for advertising

details.

Managers & Health Care Providers

1,936
Others Aillied to the Field....... 1,936

* Source Business/Occupational
breakdown of qualified circulation,
May 31,1993 Issue. as submitted to
BPA for June 1993 BPA Publisher's
Statement.



Dingell still
pushing for

federal

regulation

WASHINGTON-Federal in-
surer solvency regulation is not a
dead issue, according to its chief
congressional backer

"Sometimes legislation of this
type takes a while," Rep. John D.
Dingell, D-Mich., told the Council
of Insurance Agents & Brokers'
annual legislative conference ear-
lier this month.

Rep. Dingell, chairman of the
House Energy and Commerce
Committee, introduced H.R. 1290
last year.

The bill would require all insur-
ance companies that operate
across state lines to meet federal
solvency standards, though they

could choose to be regulated by
either federal or state insurance

The measure is bitterly opposed
by many insurance companies
that wish to maintain the current
primacy of state regulation guar-
anteed by the 1945 McCarran-
Ferguson Act.

Other insurance companies, pri-

'States cannot and do 4
f not' maintain

adequate solvency

f standards, says Rep. 4

John D. Dingell.

L = AL — 1 TN\

marily large, interstate commer-
cial insurers, endorse the Dingell
bill's principles if not its particu-
lars.,

Producers are similarly divided,
with the Council endorsing the
Dingell bill, while some other
agent groups oppose it.

"States cannot and do not”
maintain adequate solvency stan-
dards, Rep. Dingell charged. He
said that a single national stan-

dard such as that called for in his

bill would allow insurers to oper-
ate on an interstate basis while
protecting the interests of their
policyholders.

While some supporters of the
bill's concepts have urged Rep.
Dingell to scale the bill back to
subject only foreign insurers and
reinsurers to federal regulation,
he said any solvency bill will have
to accomplish two goals.

One is to ensure sound solvency
regulation for all interstate insur-
ance companies. The other is to
make sure that foreign insurers
and reinsurers aren't granted the
advantage of dealing with a single
regulator while. their U.S. count-
erparts must continue to deal with
multiple state insurance depart-
ments.

Rep. Dingell said he will also try
to move H.R. 1188, a bill designed
to gather information about al-
leged insurer redlining in inner-
city areas, to the House floor. The-
Anti-Redlining in Insurance Dis-
closure Act, which is sponsored by
Rep. Cardiss Collins, D-IIl., an
ally of Rep. Dingell, enjoys the
support of most insurer and agent
groups.

The insurance industry is con-
cerned that a competing bill, H.R.
1257, would saddle them with un-
ustified costs, a concern that Rep.
Dingell has made clear he shares
as well (BI, Sept. 27, 1993; July
19, 1993).
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New Software Forecasts Return on

CcCPCU®

| guarantee you willtearn more in less time with
The Burnham System - or your mohey back.
Ray Burnham. CPCU. CLU. ARM
19 Everett Street. Southbridge. MA 01550

Call 1-800-GET-CPCU Now!

Wellness & EAP Investment.
800/572-9355

CHP, INC. demo avail.
Authorized Distributor

SAVE A HEALTHY 20%-70%
ON HOME HEALTHCARE CLAIMS.

Through Managed Homecare Associates' nationwide network of home

healthcare providers, you can receive significant savings on all aspects
of home healthcare. From MEDICAL EQUIPMENT and IV THERAPY to

NURSING and PHARMACEUTICALS. We specialize in: AIDS,
ONCOLOGY, PEDIATRICS and TRANSPLANTS. Ask about our expert
management and volume discounts.

1.800.758. 7283 M H A-

Insurance Software Specialists

- Sophisticated Software

005YLgf)

Software offlodda, inc.

- Quality Service
- Affordable Pricing

* HEALTH CLAIMS ADMINISTRATION - WORKERS' COMPENSATION
ANDBILLING CLAIMSADMINSTRATION

- CLAIMS EDITING SYSTEM AND - FLEXIBLE BENEFITS SOFTWARE,
BILL REVIEW SERVICES COMMUNICATIONSANDCONSULTING
STAND ALONE AND NETWORK BASED PC SYSTEMS
Call today for more information or a free demonstration - 813/442-9296

831 NORTH HERCULES AVENUE - CLEARWATER, FLORIDA 34625

.. THE INDUSTRY'S ONLY TRUE 24 HOUR SOLUTION SOURCE.

AssuranceVWARE

Common Sense Software for the insurance indusby

- Workers’' Compensation = Workers' Compensation Managed Care
- Policy Adminstration - PPO Management
— —a T adaxr m<—p —— Billing & Administration
- Claims Adminstration — Utilization Review
- Premium Billing/Accounting - Pre-Certification Management

- State Medical Fee Schedule

| Reasonable & Customary Bill Processing Y

- Rehabilitation Case Management

Call today for more information and for a FREE demonstration diskette. —=49*
Specialist

PROGRESSIVEDA T ASOLUTIONS, INC. -

1320 N. SEMORAN BLVD., SUITE 205 - ORLANDO. FL 32807 - 407-382-5920

-/ - -
..., Insurance Software Packages
A CIEmD® Company

4 Micro & LAN Based Claims Systems since 1985
Workers Comp W/ Fee Schedule & PPO
Employee Benefits

Auto, GL, Property ID

4 Fee Schedule and PPO repricing System % 23
/ First Notice of Injury Service & 01 N V

4 Over 300 Systems Country Wide 9 Yi# EI
4 Powerful,Complete systems, Easy to use

/ Mini & Mainframe Integration
4 Cenified IBM, Novell, Microsoft

ISP systems can prbvide information interfaces with the PMSI
family of services and other 3rd party systems and services. For the
best in claims and cost containment software, Call ISP.

Call us for more info at 800-237-8133

Utilization Review

/SA andSupport

Hines and Associates, Inc.

Advertise in
The Insurance Services Guide!

FAX your ad
for the next issue:

FAX: 312-649-7799 (708) 741-1291 Fo * freed«movtion

PHONE: 312-6495340 or infonn:ltion call Sandy

(800) 735-1200

InPhoto Surveillance

SBPA

SYSTEMS

BENEFIT ADMINISTRATION SYSTEMS
FOR TODAY AND BEYOND.

1=800-444-1189

Experts m Iong range video
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Control Staffing Costs

In Medicall Dental Claims Processing

WVS-1 Use CSRG's FLEXIBLE STAFFING B:

) 0 Reduge stafing cost.s imrpediately
"\ -Ici . Increase claim production instantly
O Reduce overhead permanently

Pr«}rrii Regib in Orer

800-288.3920 1.300 C.4,11,1,(rnics Ncitiomride.

The Total Managed Care Solution for
HEALTHCARE CLAIMS MANAGEMENT

COBRA

CLAIMS Ir- ADMIN -

FLEX

ler

REPRICING - U R 1-- REPORTS

T CPT/ICD-9 CLAIMS EDITS " ELECTRONIC CLAIM SUBMISSION
* AUTOMATED DATA CONVERSION * "24 HOUR- INTEGRATION
O ELECTRONIC DATA IMAGING ' MANAGED CARE INTERFACE

...12 YEARS & OVER 70 INSTALLA TIONS NATIONWIDE

...FOR TPAs. INSURANCE COs & SELF INSUREDS

...WIDE RANGE OF OPERATING SYSTEMS

ELDORADO COMPUTING INC.

2880 E. Northern Ave - Suite 4 - Phoenix, AZ 85028 - 602-493-0288
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Bank exec details merger risks ABA tackles

risk issues

By SARA MARLEY NationsBank The banks finally decided to At C&S/Sovran, annual paid
The two mergers were radically maintain the highest hmit and losses were $2 2 milhon Despite PHOENIX-More than 700
PHOENIX-While mergers and different lowest deductible that either or- having about the same number of bank risk and security manag-

acquisitions in the banking indus- The C&S/Sovran deal was to be ganization held That way, neither employees, NCNB's losses ex- ers, brokers and underwriters

try are becoming commonplace, a "merger of equals,” Mr Dickens bank had to sacnfice any cover- ceeded $5 million escaped the brutal cold, snow

each deal bnngs recalled The banks had httle age "There was a major diference and ice of the Midwest and
- unique exPosures overlapping business and planned The merged bank also had to se- in how we did things," Mr Dick- East Coast last month to attend
2 O to the table, a risk to maintain dual headquarters af- lect a broker C&S had used ens said At C&S/Sovran, workers the Amencan Bankers Assn.
managers says ter the consohdation, which took seven, Sovran had used only one comp was considered a risk man- 12th Annual National Security
The consolida- place over the course of ayear Mr Dickens recommends a bro- agement and loss control issue, and Risk Management Confer-
tion trend within the banking in- "It led to a lot of turf battles," ker selection process for any "sub- while at NCNB it was maintained ence m Phoenix

dustry most recently featured the Mr Dickens said of the effort to stantial merger” in which one in the human resources depart-
$19 billion acquisition of Chica- maintain the structure of both or- partner is at least 50% larger than ment aging Merger Marna" and up-
go-based Continental Bank Corp gamzations the other To bring workers comp losses dates on the hdehty bond and
by San Francisco-based BankA- "There is no such thing as a The decision should be made in under control, the bank estab- directors and officers hal*lity
meilca Corp That agreement late merger of equals Somegody has a hmited period of time by no hshed umform claims handhng insurance marketplaces to ses-

Sessions ranged from "Man-

last month was the sixth-largest to take charge, set the philosophy more than two or three people procedures and a claims history sions on hghting desktop pub-

U S bank deal ever, joining nine and the tone,” Mr Dickens com- When NationsBank was formed, data base hshing counterfeiting and elec-

others valued at more than $1 bil- mented ensuring the bank had adequate Five of 13 staff members in Na- tromc mail privacy.

lion that have been completed That is closer to what happened directors and officers hability tionsBank's nsk management de- Next year's conference willl

since 1989 when NationsBank was formed in coverage was the most important partment work exclusively on be held Feb 5-8 at the Marriott
Reggie Dickens, senior vp and 1991, he said risk management issue, Mr Dick- workers compensation Budgeted Rivercenter in San Antonio,

risk managerof NationsBank "NationsBank was one organi- ens said losses for 1994 are $5 8 milhon,
Corp in Charlotte, NC, has seen zation going forward from the Requests for proposals were down nearly 20% from the
two of the largest consolidations start,” Mr Dickens said "It was sent out to only a few brokers that merger

Texas.
For more Information, con-

tact the Amencan Bankers

in U S banking history firsthand one vision, one future, one com- had worked with the banks on Reasons for the savings are re- Assn . 1120 Connecticut Ave
Mr Dickens shared his expen- pany " Nov 10 and proposals were re- forms in Texas, where the bank iS N.W., Washington, D.C 20036;
ences at last month's 12th Annual That merger, the second-largest turned by Dec 10 The D&O cov- a major employer, outsourcing of 502-663-5000.

National Security and Risk Man- bank deal ever with a value of erage was placed by the time the many temporary workers who
agement Conference sponsored by $4 45 billion, was completed in merger was completed on Dec 31, were responsible for a dispropor- the same language," Mr Dickens

the American Bankers Assn less than five months 1991 tionate number of losses, and advised bank risk managers in the

He previously was in charge of The two mergers also presented NationsBank also had to decide claims management and loss con- midst of a merger While he advo-
mergers and acquisition financial different risk management chal- whether to purchase a runoff pol- trol, including a safety training cates someone taking charge, oth-
analysis, to which the risk man- lenges icy to cover directors and officers video ers should not stay silent
agement department reported, at When Sovran and C&S merged, who were not remaining with the Acquisition activity at Nations- "If you are being acquired, you
Sovran Financial Corp there were major differences in merged bank, he said Bank continues In 1993, it ac- did not turn stupid overnight,”

In 1990, Norfolk,Va -based the terms and conditions of their Finally, there were wide dispar- quired five banks, including Bal- Mr Dickens said "Be flexible
Sovran merged with Atlanta- bankers blanket bonds, arguably 1tleS between workers compensa- timore-based MNC Fmancial Inc Don't try to do exactly what you
based Citizens & Southern Corp the most important component of lions costs at the two organiza- in a $136 billion deal, the sev- did before Don't try to maintain
and a year later C&S/Sovran a bank's insurance program, Mr lions that merged to form Na- enth-largest ever the status quo "
merged with NCNB Corp to form Dickens said tionsBank "Make sure you are speaking NationsBank has not suffered

any major losses stemming from a
merger or acquisition, he said

Competition sparks better customer service mrmons a womn persor

to each acquisition to track rusk

By SARA MARLEY for the turnaround pate needs rather than merely re- Insurance brokers are facing management concerns
"We are losing a large percent- act " similar challenges to competing in Also speakmg at the session was
PHOENIX-Insurance compa- age of our customer base to alter- Speciallzation w111 also unprove a global business environment to an executive with Banc One
mes and brokers are finally waking native forms of insurance like service those of their banking chents, Corp, which has has been rapidly
up to customers' dissatisfaction self-insurance and captives," Mr "We have to stop being all things J&H's Mr Olsen said acquiring hundreds of small

with the industry Eanes said to all people," Mr Eanes said Both are experiencing breath- banks and bank holding compa-
"In the not-too- "Buyers have left the insurance For example, Fidellty & Deposit taking changes ill their business," nies
N O distant past, the in- market, probably never to return," has set up strategic busmess units he said "We have to prove to the "Our goal for every acquisition
dustry told custom- agreed David A Olsen, chairman combining teams of underwriters, world and our customers and ch- is a smooth, low-impact transi-
ers, 'Here's the and CEO of Johnson & Higgins m loss control and systems staff to ents that we have new ways to tion," said Jack T Compton, vp of
product Take it or leave it, said New York handle specific segments of the serve them " client services at the Columbus,
Joseph C Eanes Jr, president and Unhke insurers, though, brokers market Pohcyholders gain because Risk management needs wlll in- Ohio-based holding company Al-
chief executive officer of Balti- have the advantage of being able to the team has expertise, he con- crease with the globahzation of the though It costs more and causes
more-based Fidellty & Deposit Co move to alternative markets with tends economy, he said more disruption initially, Banc
of Maryland "There was seldom their customers, he said For exam- To improve customer service, With the North Amer'lean Free One prefers to convert newly ac-
any negotiation with msureds re- ple, they can manage chents' cap- people who make decisions have to Trade Agreement and the General quired banks to Banc One's oper-
gardin% their needs The industry tives and help them set up finite be brought closer to customers, Mr Agreement on Tariffs and Trade, ating system as quickly as possi-
should have known better * risk programs Eanes suggested "We need to "major banks will have an interna- ble, rather than allowing them to
"There is a tremendous increase Failure to meet customers' ex- break down barners between func- tional presence (The agreements) operate independently under the
in the set of demands from custom- pectations w:11 adversely affect the tions and flatten' the organiza- wall dramatically increase cross- Banc One umbrella
ers," said Dennis H Chookaszian, insurance industry's bottom line, tion " border bankmg," Mr Olsen said “Bank conversions is one of the
chairman and CEO of CNA Insur- Mr Eanes warned CNA has also reorganized, plac- "We need to develop new prod- most dificult projects a bank can
ance Cos in Chicago "The insur- "We no longer assume we know ing claims and under-writmg under ucts and services to respond to the undertake," Mr Compton said

ance mdustry has been late coming what's best (for customers), we ask common management, Mr new demands of our global cus- "Everyone IS affected and every-
to the realization that customer ex- them," he said "We have to antici- Chookaszian said tomers," he said i21 tking changes"

pectations" should dnve a compa-
ny's internal organization, he ac-
knowledged

ey ooz S &P @eyes California loss exposures

managens attending last month's NEW YORK-Several sinall regional Insumrs may have particularly with the 10 insurers with the lowest risk ratios," said Alan Levin, S&P
12th Annual National Security and high ecposures to catastrophe losses m Callfomia, according to a new re- managmg director
Risk Management Conference in port from Standard & Poor's Corp's Insurance Rating Services. The biggest quake losses to date have been reported by California's
Phoenix, sponsored by the Amen- Natinnl insurers with diversified books of business, though, are ex- three largest wnters of property coverage.
can Bankers Assn pected to pay the brunt of claims from last month's Los Angeles earth- Farmers Group Inc., the state's third-largest property insurer, last week
Pohcyholders have a negative at- quake. reported earthquake losses of $600 million on 27,000 claims before rein-
titude toward insurance because it Concentration in geographic areas or hnes of business could leave some surance About half of Farmers' claims are commercial losses and half
only demonstrates its value during mnaller companies particularly vulnerable to big losses from natural di- personal lines. .
calamity and because it is a neces- sasters, said S&P, which exammed 66 insurers that each wrote more than State Farm Group, the state's largest property insuler, also expects to
sary expense of doing business, of- $10 nullion m direct property premiums in California in 1992 pay about $600 milhon in losses, while Allstate Insurance Co., the sec-
ten required by law, Mr Eanes The rating agency gauged a companis vulnerability based on the rato ond-largest writer of property cover, estimates about $350 million quake
said of an insurer's non-auto properto, premiums in Cahforma to its policy- losses (Bl, Feb. 14). Unlike Farmers, neither State Farm nor Allstate has
Insurers got lost in a sea of sub- holder surplus. S&P cautioned that its calculations did not account for ei- minsurance coverage for earthquake losses
standard service, price-gouging ther a companis reinsurance or its geographic spread of risk S&P also Meanwhile, companies in the area affected by the earthquake wtll have
and insensitivity to customers’ said that none of the insurers with the 10 highest ratios had reported sol- more lame to flle annual Department of Labor reports on their penmon
needs, he said Now, those days are vency-threatening quake losses. and welfam plans
over Those 10 are: Residence Mutual Insurance Co., with a ratio of 435%; No late filing fees will be assessed for reports due between Jan. 15 and
"The insurance industry has be- American Sterling Insurance Co., 183%; (1liforma Insurance Group, March 30 on employers or plan aan,nistrators whose principal place of
gun to hear the wake-up call," Mr 86%:; Civil Service Employees Insurance Co., 85%; Great Pacific Insur- business is m the quake-affected area, the Labor Department said last
Eanes said "Our customers are ance Co., 65%, Oregon Mutual Group, 62%; Associated Internattanal In- week To qualify for the ectension, employers must flle by March 30 and
more sophisticated buyers We're surance Co., 60%; Farmers Home Mutual Insurance Co., 56%; Century- prmt LA EARTHQUAKE RELIEF and the name of the county in which
getting Into a customer-driven en- National Insurance Co., 49%, and RLI Insurance Group, 45%. they are located m bold, red prmt on thehrst page of the report -
vironment, but we're not fully "Clearly, there appears to be a smalle margin for error with regard to -Bv Joanne Wo}lak
there yet " catastrophe-related property damage among these Insurers, compared and Jerry (Jewel

Competltlon 8 the mam reason

|



Storm

Continued from page 2

expected to produce $3.5 billion
to $4 billion in insured catastro-
phe losses (BI, Feb. 14; Feb. 7).
The mid-February storm will only
add to that toll.

Much of the damage from the
mid-February storms was to
power distribution systems in Ar-
kansas, Tennessee and Missis-
sippi.

A week after the ice-storm,
power was still out in many areas.

It appears most of the downed
lines and other damage suffered
by the utilities was self-insured.

"We do have a lot of insureds
that have power lines down," said
Dawn Kirkland, a vp at Willis
Corroon of Georgia, which man-
ages Distributors Insurance Corp.,
a wholly-owned captive of the 160
electricity distributors in the Ten-
nessee Valley Public Power Assn.
"But as far as covered property
damages, we're not aware of any
as yet."

The 160 TVPPA members pur-
chase power generated by the
Tennessee Valley Authority and
distribute it over a seven-state

area to 3 million metered custom-

United HealthCare
to buy Florida HMO

MNEAPOLIS-United Health-
Care Corp., one of the nation's larg-
est managed care companies, has
signed a definitive agreement to ac-
quire Ramsay-HMO Inc., a Coral
Gables, Fla.-based health mainte-
nance organization with 172,000
members.

Minneapolis-based United Health-
Care, a diversified managed care or-
ganization, has 1.9 million HMO
members.

The deal, valued at about $500
million, calls for United HealthCare
to issue approximately 5.9 million
shares of common stock in exchange
for all outstanding equity ownership
and stock options in Ramsay-HMO.

The acquisition is expected to be
approved by mid-May, after regula-
tory and shareholder approval.
Ramsay-HMO, « which operates pri-
marily staff-model HMOs in the
South Florida communities of Mi-
ami, Fort Lauderdale and Palm

Beach, will become a subsidiary of
United HealthCare.

ABA group endorses
Superfund proposal

WASHINGTON-The American
Bar Assn.'s policymaking body has
endorsed a Superfund reform pro-
posal that would abolish retroactive
and joint and several liability as a
means of paying for environmental
cleanup.

The ABA's House of Delegates ap-
proved by voice vote the recommen-
dation on Superfund earlier this
month during a meeting in Kansas
City, said John Easton, an Arling-
ton, Va., attorney and former Ver-
mont attorney general who headed
the ABA task force on reform. In
addition to reforming the liability
provisions of Superfund, the pro-
posal called for financing cleanup
through new, though unspecified,
broad-based taxes (Bl, Jan. 10)

Georgia regulator
in flap over campaign

ATLANTA-Published reports
suggesting that Georgia Insurance
Commissioner Tim Ryles may have
violated campaign disclosure laws

The TVA is self-insured for
damage to its power lines, trans-
formers and power poles, said a
spokeswoman for the power
agency. As of Feb. 17, TVA offi-
cials had no damage cost esti-
mates.

Memphis Light, Gas & Water,
also self-insured, has reported
that its storm recovery costs could
range up to $10 million.

Officials of Jackson, Miss.-
based Mississippi Power & Light
reported extensive damage to
their system in northern Missis-
sippi and Arkansas. Some repairs
were expected to take weeks.
There are still no estimates of the
cost of damages suffered by
MP&L, and information on what
types of damages might be in-
sured was unavailable.

ConAgra Inc., based in Omaha,
Neb., suffered minor damages to
its poultry operation in Missis-
sippi. The damages stemmed from
power outages at the poultry fa-
cilities as well as buildings col-
lapsing under the weight of the
ce.

"We've reported a loss to our in-
surers. We hope we have it under
control," said C. Wayne Gano Jr.,
vp of insurance and loss control at

For the Recond

last fall are misleading, the commis-
sioner's campaign manager says.

At issue is an October 1993 fund
raiser for Mr. Ryles hosted by Phil

Hitz, vp of governmental affairs for
Fleet Finance Inc.

While the contributions of some of
those attending the event were listed
in Mr. Ryles' year-end campaign
disclosure documents, the cost of the
event was not.

The campaign has since been
billed for the event and will list the
expense in a June campaign disclo-
sure report, said Brent Layton, man-
ager of Mr. Ryles' re-election earn-
paign. "There was a reception, Phil
Hitz picked up the reception cost
and we have reimbursed him," Mr.

Layton said. "It's as simple as that."
"This is one of the few insurance

commissioner's oSices that is an
elected office," Mr. Ryles' campaign
manager said. "And we have to
raise money."

NCQA to form ratings
for U.S. health plans

WASHINGTON-The National
Committee for Quality Assurance is
developing a report card that con-
sumers can use to compare the per-

formance of 21 different health

plans that cover about 9.6 million
members.

The report card should be ready
by the end of the year, at which
time consumers will be able to judge
the participating health plans on
quality, not just price, according to
Janet Corrigan, vp for planning and
development at NCQA, a Washing-
ton-based firm that accredits man-
aged care plans.

The report card will include a
subset of NCQA's HEDIS 2.0 mea-
sures, released last November. HE-
DIS enables health plans to stan-
dardize how they specify, calculate
and report information on quality,
enrollee access and satisfaction, uti-
lization and financial data.

The 21 health plans involved in
the project are diverse in model
type, size and geographic location.
They include managed care plans
sponsored by major health insurers,
Blue Cross & Blue Shield plans and
other large managed care companies
like Kaiser Permanente, U.S.
Healthcare and Private HealthCare

Systems.

AP/Wide World Photo

The root of a United Parcel Service parking facility in Bridgewater, N.J., col-
lapsed Feb. 11 under the weight of heavy snow.

ConAgra. "We think that it might
just be contained within our de-
ductible, but we've put our insur-
ers on notice anyway."

Delta Pride Catfish Inc. in Indi-
anola, Miss., may have insured
business interruption losses, ac-
cording to David L. Spencer, vp of

sales and marketing for Delta
Pride.

"We had some lost business,”
Mr. Spencer said. "We haven't
gotten it totaled up yet. | don't
think it was a huge amount.”

HMO, PPO enrollees
increasing: AMCRA

WASHINGTON-Enrollment in
health maintenance organizations
and preferred provider networks
continues to grow, according to new
figures released by the American
Managed Care & Review Assn.

The Washington-based trade
group reported a 5.2% increase in
HMO enrollment during the first
quarter of 1993 to 44.3 million
members from 42.1 million at year-
end 1992. Nationwide, HMO enroll-
ment represented 16.3% of the pop-
ulation at year-end 1992. Penetra-
tion rates for individual states and
territories ranged from zero in
Alaska to 33% in California and
56.4% in the territory of Guam, ac-
cording to AMCRA.

PPO enroliment also rose during
the first quarter of 1993, up 7.9% to
54 .3 million from 50.4 million at the
end of December 1992. Overall, PPO
enrollment represented 19.5% of the
U.S. population.

The number of managed care
plans continues to rise as well. As of
October 1993, there were 556
HMOs, up from 554 at the end of
1992; PPO numbers grew to 895
from 879 during the same period.

The independent practice associa-
lion, or IPA, model type continues
to dominate the HMO marketplace,
comprising 56% of all HMO plans
as of October 1993.

Copies of the "1993-94 Managed
Health Care Overview" are $75 for
non-AMCRA members; $50 for AM-
CRA members. Contact Linda Sut-
ton, AMCRA, 1227 25th St. NW,
Washington D.C., 20037.

information in brief

New York Superintendent of In-
surance Salvatore Curiale approved
a 5.3% workers comp rate decrease,
effective April 1. Regulators had ap-
proved a 14.4% rate increase that
has been in effect since Oct. 1, 1993,
but are now reducing rates in light
of workers comp reforms adopted
late last year (Bl, Dec. 20,
1993)... .The Environmental Protec-
tion Agency wants to add 313 sub-
stances to its Toxics Release Inven-
tory, bringing the number of sub-
stances that manufacturers must re-

port releasing to 633.

mm

Delta Pride, a cooperative
owned by approximately 150 area
catfish farmers, lost power from
midday Feb. 10 until the night of

Feb. 12. Phone service also was
down for a time.

Despite the ice storms, tempera-
tures were never low enough to
freeze farmers' catfish ponds, pre-
venting more extensive losses.
"We were very fortunate in that
respect,"” Mr. Spencer said.

Farther east, Bradley Wood, di-
rector of insurance for Marriott

Corp. in Washington, said several
Marriott locations from the

Northeast corridor to the mid-At-
lantic region suffered minor dam-
ages, though little of that was in-
sured.

"Most of those just ended up as
minor situations that were under-
neath insurance deductibles and
handled locally,"” he said. "We
didn't have anything major.”

The damages were "mostly bro-
ken pipes," said Mr. Wood, adding
that losses were probably mini-
mized by the "proactive" ap-
proach taken by the managers of
many Marriott properties eager to
avoid losing room nights. They
wrapped pipes, turned up the heat
and did whatever else was neces-
sary to prevent problems, he said.

In Bridgewater, N.J., part of a
facility leased by United Parcel
Service of America Inc. collapsed
under the weight of heavy snow.
The collapse of an employee park-
ing structure caused damage to 39

"The property loss will be the
building owner's to deal with,"
said Gale Davis, risk manager for
UPS in Atlanta. UPS will cover
damage to employees' cars under

its general liability policy, he
added. M1

Texas may jo in N.Y.
iN accreditation loss

By SARA MARLEY
and MICHAEL SCHACHNER

The National Assn. of Insurance
Commissioners may strip the
Texas Insurance Department of
its accreditation because the state
does not comply with NAIC stan-
dards on extraordinary dividends.

At a meeting in Denver next
month, the regulators will con-
sider the move, which would
make Texas only the second state
to lose its accreditation.

Meanwhile, a legislator in New
York-which lost its accreditation
a year ago-is proposing a bill de-
signed to protect New York insur-
ers from penalties imposed by
NAIC-accredited states. His bill
would let regulators retaliate
against out-of-state insurers.

Under the NAIC standards that
may trip up Texas, accredited
states must approve insurers' div-
idend payments to shareholders
that exceed the lesser of 10% of
surplus or net income. Texas's
statute defines extraordinary div-
idends as those exceeding the
greater of 10% of surplus or net
income.

Adding to the confusion, Tex-
as's law states "net investment in-
come," rather than simply net in-
come.

Because the Legislature meets
in odd-numbered years, Texas
cannot change the law until 1995.
An effort to make the state's law
comply in 1993 failed, an Insur-
ance Department spokesman said.

Insurance Commissioner J. Rob-
ert Hunter said he will offer to ad-

vise states of any dividend that
exceeds the NAIC definition of

extraordinary dividend to help
maintain accreditation.

Texas requires insurers to re-
port all dividends, not just those it
defines as extraordinary.

Mr. Hunter also will object to
NAIC's recommendation that ac-

credited states sanction non-ac-

credited states by not accepting
their examination reports.

If Texas loses its accreditation,
the effect on insurers and consum-
ers will be "negligible,” Mr.
Hunter said. A Texas statute per-

mits retaliation against any state
that sanctions Texas-based insur-

New York State Sen. Guy
Velella is proposing a bill that
would similarly permit retaliation

in New York.

S.B. 6648, introduced earlier
this month to "protect our domes-
tic market from the potential of
costly fees and unfair restric-
tions" imposed by NAIC-accred-
ited states, would give Superin-

tendent of Insurance Salvatore

Curiale the authority to impose

'The NAIC...has
become a surrogate

legislature,’ says
New York Sen.

Guy Velella.

identical sanctions in retribution.
Sen. Velella said the NAIC,

which stripped New York of its

accreditation last year (Bl, March

ing its accreditation program by
placing "serious financial and
regulatory burdens" on insurers
based in non-accredited states.

"The NAIC, whose members are
not elected by anyone in New
York, has become a surrogate leg-
islature," said Sen. Velella, who is
chairman of the Senate Insurance
Committee. "Not only have they
demanded that certain legislation
be passed, but they have threat-
ened to take punitive action
against states that have not done
SO."

A spokeswoman for Sen. Velella
explained that the bill is being in-
troduced as a "preventive mea-
sure because the senator is con-
cerned about New York compa-
nies suffering from the NAIC's
agenda."

New York insurers already op-
erate under a similar retaliatory
statute in the event another state
imposes additional taxes on New
York-based insurers.

The bill will go to the Insurance

Committee for debate. mm
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Rejection
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mined by our success in imple-

menting the radical proposals in shouldn't expect 100 cents on the

full amount of pre-1986 claims settle claims now, then that's a

that would be run off via NewCo, commercial decision," said S&P's

according to a syndicate analyst Mr Gardner, adding that all in-

says surance companies attempt to
"I've told them that they make deals tosettle claims

"That doesn't put a question

Lloyd's business plan leading to dollar,” but should negotiate pay- mark over Lloyd's security |
the achievement of good rewards ments as best they can, the analyst can't see Lloyd's not paying
for those investing m the future,” explained "Lloyd's has overmar- claims, but | can see them negoti-

he said "Our commitment is un-
changed"”
In addition Lloyd's w111 co

tinue to develop Newco, which The snubbed offer 'will have no immediate impact'

will let members with pre-1986 li-
abilities exit the market "sympa-
thetically and fairly," according
to Mr Rowland

Lloyd's also stressed in a state-
ment last week that "its commit-
ment to meeting the valid claims

of policyholders remains rock
solid "

on the market, says John Gardner, managing
director of Standard & Poor's Corp. in London,
which analyzes Lloyd's syndicates. 'It just means

bad publicity for years and years.’

keted ItS security in the past, say- ating claims It's done all the

The strength behind Lloyd's of ing it will pay 100% of all valid time,"” Mr Gardner said

London, the statement added, claims

We've said that If Policyholders shouldn't be con-

now includes capital from corpo- NewCo comes off, It'S highly un- cerned about commutations by
rate members contributing 1 6 bil- hkely that all policyholders will NewCo, agreed Nicholson Leslie's
lion pounds ($237 bilhon) to the be paid 100 cents on the dollar Mr Colls

market's 10 9 billion pounds But that's notabadthing "

($16 13 bilhon) in capacity this

yvear

"Commutations can be attrac-

Several observers, though, tive" and are only done when each
downplayed the significance of side agrees to a sum, Mr Colls

"This expansion of the capital commutations currently under said
base will enable Lloyd's to meet consideration by officials at

the needs of its customers by pro- NewCo

moting continuity of cover while
providing reasonable rates of re-
turn for all Lloyd's members,’
Lloyd's contends

The snubbed offer "will have no
immediate impact"” on the market,
according to John Gardner, man-
aging director of Standard &
Poor's Corp in London, which an-
alyzes Lloyd's syndicates "It just
means bad publicity for years and
years "

Years of litigation "can't be a
good thing because there's now a
veil of uncertainty,” said Garth
Bearman, chief executive of bro-
ker Swire Fraser Group

Nevertheless, buyers remain
loyal to Lloyd's, and the new
management with new ideas
"gives me great hope," Mr Bear-
man said

What Lloyd's needs to do now is
make money, said Alan Colls,
chairman of the Nicholson Leshe
Group, the London-based
wholesale and reinsurance arm of
Aon Corp

"Good pubhcity win return as
the profits return,” Mr Colls ob-
served

"l don't think the (failed offer)
will affect the market or trading
at all,"” said Ken Carter, chairman
of broker Lloyd Thompson Group
PLC

Lloyd's secunty also will be un-
affected, said Mr Carter

Policyholders are not question-
ing Lloyd's of London security
now any more than they used to,
said Antony Pinsent, deputy
chairmanof Nicholson Leslie
Group and chairman of the
Lloyd's Insurance Brokers Com-
mittee

"I'd even suggest that there's
additional confidence from poli-
cyholders in light of the corporate
capital injection,” Mr Pinsent
said

"At this point in time we don't
have a concern with Lloyd's secu-
rity," said Alan Fleming, director
general of the Assn of Insurance
& Risk Managers in Industry &
Commerce

Judith Tornese, vp-risk man-
agement with Transamenca Corp
in San Francisco, said she will
continue to buy insurance from
Lloyd's, including directors and
officers liability insurance and fi-
delity coverage

She said she believes Lloyd's
currently is no worse off than
other property/casualty insurance
companies

Some policyholders in the
United States, though, are ques-
tioning Lloyd's ability to pay the

Meg Fletcher and Adnan Ladbury
"If any syndicate feels it can contnbuted to thts report

Lloyd's names preparing
to have their day in court

By ADRIAN LADBURY m 1990 JIB was only awaiting the

outcome of the settlement vote to
Battle lines are being drawn this decide what to do with its 111-
week for htigation involving 30 fated acquisition
members action groups that are "The company faced old and ac-
suing to recover billions of pounds tive htigation and we were await-
in losses from more than 80 mem- ing the outcome of the settlement
bers and managing agents There was every chance that if the
Justice Peter Cresswell, who IS settlement had succeeded, subject
overseeing Lloyd's litigation in to our names accepting the settle-
the High Court following the pro- ment, we may not have put in the
motion of Justice Saville to the liquidators,” said Nick Cosh, fi-
Court of Appeal, begins a series of nance director of JIB
closed meetings today with plain- JIB has transferred Chnstand's
tiffs' and defendants' lawyers to more than 200 active members to
try to streamline the large case another subsidiary, Jardine
load (Lloyd's) Underwriting Agents
The Judge IS concerned that the Ltd
actions that make it to court first Other members agents ex-
could "stnp the pool” of members pressed confidence about their
agents' errors and omissions cov- chances of survival
erage available to pay claims, said "l am not concerned about the
Peter Driscoll, a partner at El- solvency of our members agency |
borne Mitchell who represents would have preferred it if the of-
members agents fer had been accepted and gone
The first issue to be decided m ahead but as it: hasn't, we will lust
each case is whether the members have to wait and see and, if need
agent is hable for underwnters' be, our E&O underwriters will re-
alleged negllgence, explained Mr spond," said Anthony Smithson,
Dnscoll If the agent is found ha- managing director of Murray
ble, then the court must decide the Lawrence Members Agency Ltd
amount of damages to be Despite the offer's reiection,
awarded The entire process could some members action groups seem
take years
Justice Cresswell's timetable with agent's E&O underwriters,
likely will be affected by whether whether the agents are still in
the House of Lords agrees to hear business or not
an appeal of aUK Court of Ap- AnNnd the Feltrim Names Assn
peal ruling that held members plans to continue talks with
agents contractually hable for the Lloyd's itself
neghgence of managing agents "We were confident that our
(Bl, Dec 20, 1993)
If the House of Lords were to jecting the offer We now look
overturn the decision on appeal, forward to sitting down with
more than 1 billion pounds ($1 48 Lloyd's to discuss the terms of a
billion) of E&O coverage held by just and acceptable settlement of
members agents may not be avail- our gnevances," said Colin Hook,
able to meet any damages chairman of the Feltrimm Names
Events moved fast last week fol- Assn "There is always room for
lowing the failed settlement offer maneuver | said this all along and
The day after the vote, broker my position has not changed "
JIB Group PLC moved to liqui- "There is a chance of an out-
date its members agent subsidiary of-court settlement but It proba-
Christand & Others Underwriting bly won't materialize until we are
Agencies Ltd in court and it Will not involve

Christand has not been active Lloyd's The next thing is to get
since JIB discovered the extent of into the courts and if it looks like

prepared to continue negotiations

members would hold firm in re-

potential liabilities facing the It'S going our way I'm sure they'll
agency arising from its names' un- make an offer," said Sarah Gibb,
derwriting losses JIB acquired secretary of the Gooda Walker
the firm-then called Nelson Action Group, which will be the
Hurst & Marsh Agencies Ltd - first case to go to trial, set for
from Citicorp Insurance Services Apnl 26

L I oo aates = —

Temp agency charged in fraud

Cont:nued from page 2
leged lllegal activities through an audit and notified the Flonda De-
partment of Insurance. A yearlong investigation by the department,
the U S. Postal Inspection Service and the Statewide Prosecutor's Of-
flee m Orlando uncovered the scheme.

"H contractors want to do business with a temporary agency, | urge
them to make sure the agency has proper Insurance coverage for its
employees," said Insurance Commissioner Tom Gallagher

Three indicted on kickbacks

CHICAGO-A federal grand lury has indicted a union bumness
agent and two health care claims administrators on four counts, in-
cluding conspiracy and money laundermg, m a scheme mvolvmg
kickbacks of $36,890

Wilham W Id and Chitola Tokunaga, officers of Health Adminis-
trators Inc., a Chicago-based dental claims administrator, were
charged with paying lackbacks to Danny C Hogan, a bumness agent
for General Service Employees Union kcal 73, a umt of the Service
Employees International Union

According to the Indictment, issued m December, Messrs Li and
Tokunaga pmd Mr Hogan a lackback every month worth about 10%
of the monthly premium payments owed to Health Administrators
from Local 73's trust fund The lackbacks were concealed by draftmg
checks to a third part, and were paid to Influence Mr Hogan's ac-
bona and decisions regarding Health Administrators' services to the
union's Cook County and federal employee members, the Indictment
says

If convicted on all counts, Messrs Id and Hogan face a maxmurn
penalty of 28 years m prison and a $500,000 fme Mr Tokunaga faces

a maximum penalty of five years in pnson and a $250,000 fine if con-
victed

Briefly noted

American International Group Inc. recently announced several se-
mor management changes among its international property/casualty
units Bnan Duperreault, who was the premdent of American Interna-
tional Underwnters, has been pmmoted to chairman and CEO, while
Evan Greenberg, former CEO of AIG Cos m Japan and Korea, has
returned to the Umted States to become AlU's premdent and chief op-
erating ofhcer Meanwhlle, Ronald J Anderson has been named prem-
dent and CEO of AIG Cos m Japan and Korea . The Christian Coa-
lition, a conservative Chnstian group, is launchmg a $14 milhon ad-
vertlsing campaign against the Chnton health care plan, which it calls
"a bureaucratte, Byzantine, European-style syndicalist mghtmare that
has no precursor m the Amencan expenence" Bermuda-based
GTE Reinsurance Co Ltd. has paid the rehabilitator of Mutual Fire,
Marine & Inland Insurance Co. $19 7 million to settle future obhga-
tlons under disputed minsurance treaties GTE Re last year separately
paid $252 million to settle past obhgations under the treaties (BI,
Nov 29, 1993) .ACE Ltd IS offering satellite insurance with limits
of up to $25 milhon per launch The pollcy willl cover physical dam-
age to satellites during ground transportation, launch into orbit and
initial operations ACE may also write separate annual coverage for a
satelhte's contmued operation The insiirer will retain the full $25 mil-
hon per risk without reinsiirance Kaiser Permanente of Northern
California is rolling back a 1994 rate mcrease to 2% from 6% and is-
Sulng rebates to most customers Kaiser executives said the rebates
are for competitive reasons, notmg that plan membership has not
grown m the past two years The HMO said reduced operational costs
allow it to slash the planned Increase A Polk County, Fla Jury last
week ruled m favor of E | du Pont de Nemours & Co Inc m an $8
milhon product habl11ty lawsint brought by two -blueberry growers
who claimed the company's Bentate DF fungicide damaged their
crops DuPont stin faces hundreds of lawsuits related to alleged Ben-
late damage (BI, June 21, 1993) Deputy Insurance Comnusmoner
Jack Ehnes has been appointed Colorado insurance commissioner, re-
placing Joanne H11, who resigned from the post m December 1993 af-
ter four years Mr Ehnes, 42, served as deputy commissioner for two
years after leaving his 10-year positlon as director of the ftnance and
benefits division of the state personnel department Assemblyman
Burt Margohn and Sen Art Torres, both from Los Angeles, are vymg
for the Democratic nominabon for California insurance commis-
sioner Current comrmsmoner John Garamendi is running for gover-
nor .Woodland Alls, Cald -based Health Net Inc and Qual-Med
Inc of Pueblo, Colo, have officially merged and now operate under
the name Health Systems International Inc. with about 14 milhon
members As part of its ongoing property and casualty restructur-
ing plan, The Home Insurance Co. wlll transfer accounts generatmg
between $100,000 and $1 milhon in annual plemiums to 16 field of-
fices from 27 offices. The Home is seelang to reduce expenses by $100
milhon annually by 1996 Lance Tane, a partner at Fort Lee, NJ-
based benefit consultant Kwasha Idpton and one of the early leadmg
designers of flemble benefit plans, left the flim thls month to pursue

other interests. . Michael Barrett has left Alexander & Alexander for

Minet Group PLC, where he wlll become chief operattng officer of
London-based Minet Internattonal Retail Mr Barrett was chief exec-
utwe of A&A's mamland European and Mi(idle Eastern Operations
and a member of ItS Global Retail Board Chubb Corp. estimates
that its net combined losses from the Las Angeles earthquake and the
January storms m the East and Midwest wall total $125 mil-
hon The Group Health Assn. of America is proposing new federal
financial standards for health mamtenance organizations that would
require Initial net worth of $15 milhon A Minnesota law mandat-
mg that a $402 milhon surplus in the state workers compensation re-

insurance fund be paid to employers is unconstitutional, a Judge has
ruled



Women who 1nltnally choose to participate In anticipattonofits contnbutiontothe set-

S ettl e I I I e n t but whose settlements am mduced from what tlement, Dow Coming recorded a pretax

they would have erpected to receive based on charge of $640 milhon ($415 milhon aftertax)

Continued from page 1 initial estimates willl have two later opportuni- for the fourth quarter of 1993 as its best esti-

Coming, a lomt ventule of Dow Chemical Co ties to opt out, Mr Jenkins acknowledged mate of its potential hability "net of expected

and Coming Inc in Midland, Mich "If the amount is ratcheted down from what Insurance recovery," the company reported

But insurers have notpaidall claims from they would have expected to receive," because And Baxter anticipates that insurers w]11 pay

the implants, which were voluntarily taken off more people than erpected participate, claim- $426 milhon of its $556 milhon contribution
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1010

990

the market m 1992 following a Food and Drug ants can opt out Baxter never made or marketed bmast irn- 970

Administration moratonum, and all thme man- Also, if a woman's condition worsens over plants Its hability stems from implants made
ufacturers are now sulng for coverage tune or she doesn't make a claim until several from 1974 to 1984 by Heyer Schulte, a former

It is too early to tell which insurers wlll have years from now, she can opt out if her recovery division of Amencan Hospital Supply Corp
the largest exposure mnce the courts must first is hmited by previous payouts from the fund American sold the product hne to Mentor in
detemune the appropnate coverage trigger and However, m thls second opt-out penod, March 1984 but mtamed hability for products
which pohcies am most hkely to respond women first must submit to mediation and, if manufactured before the divestiture Baxter ac-

Many of the same Insurers are named m all that fails, they cannot seek punitive damages at quired Amehcan Hospital Supply m 1986
three sults Among them are Hartford Accident tnal, Mr Jenlans said All the relevant hability insurers have been
& Indemnity Co, FiIrst State Bsurance Co, Al- PlamtlEs' attorney Ehzabeth Cabraser, who kept mformed of the talks, though so far none
hanz Insurance Co, Northbmok Insurance Co, helped negotiate the tentative settlement, said has offdred to kick into the pot, sources close to
Amencan Re-Insurance Co, Callfomia Unlon she would like to Include Mentor's money m the negotiations say

d1
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Insurance Co, Employers Insurance of Wausag the fund smce it is designed to resolve all im- But some insurers have establlshed reserves Base . 100 on Dec a, 1978
Federal Insurance Co Inc, a Chubb Corp wet plant claims at one time for implant claims, said Alan Levm, managing Bourne Nordby Intemaboral inc

Home Insurance Co, units of Amencan Inter- Dow Coming's Mr Jenlans said he also director of Standard & Poor's Corp. in New
natlonal Group Inc, CIGNA Corp units, Pru- would hke Mentor to participate because Ilhe York He declined to identify those Insurers
dential Remsurance Co; Lloyd's of London un- settlement could ultimately Increase recovenes Excess hability insurers ACE Ltd and X L
derwnters and other, unspecified London mar- for Mentor claimants Insurance Co Ltd both confirm that they have
ket entities "Mentor's is a limited fund" mandated by the established reserves for implant Blnims
Bnstol-Myers has coverage suits pending m court because the claims pending against the XL has been "worlong closely" with the
Texas and New York, while Dow Coming is company thleatened its solvency, he said "A companies m the global settlement talks, said
suing m Michigan after an earhersuit filed m lotoftheir Implant recipients would get a bet- Gavin Arton, vp and mvestor relations officer
California was dismissed (BI, Oct 4, 1993, July ter chance of recovenng d they partelpate " "We have said pubhcly that we have estab-

12, 1993) Meanwhile, Deerheld, lll-based Bax- Meanwhile, the negotiating committee- hshed stzable reserves," he said "We expect to
tel- filed a bad faith suit against 1ts insurers m made up of five plamtiffs' lawyers and an out- be substantially reserved for all known losses Group, down

Los Angeles Supenor Court two weeks ago. side counsel for each of the thme major im- by year end"

Insurance stocks rose last week, as the
Business insurance Index gained 4.4 points to
986.8 Feb. 18 from 582 4 on Feb. 11. Advanc-
ing issues for the week were led by: Pacif,Care
Health Systems, up 12.1%; Wellpoint Health
Networks, up 10.2%; and National Re Corp., up
7.3%. Declining issues for the week followed:
Reliance Group Holdings wn 14.6%; US Fa-
cilifies Corp.- down 9.5%: and Navigators

8.5%. The most active 1asUG Was

U.S. Healthcare, 7.2 million shares traded The

The tentative agreement was ongmally put plant makers--claims to be attemplang to nego- Industry analysts say that the most-exposed NIndex rose 0.4%; the Dow Jones 30 Industri-
on the negotiating table last September after tiate with Minnesota Mining & Manufacturmg insuiers may not have mserved properly "l be- als lost 0,2%; the NYSE Composite fell 0.5%;
the lawsuits wem consolldated m federal court Corp of St Paul and General Electnc Corp of heve there iS Sbll conmderable exposure that's and the Standard & Poors 500 fell 0.6%.

m Birmingham, Ala, under U S Distnct Judge Stamford, Conn not yet been made pubhc," said David Seifer,
Sam J Pomter (BI, Sept 13, 1993) Both companies, though, say they are not in- vp at Donaldson, Lufkin & Jenrette m New British Issues
At that time, the judge approved a $25 8 mll- volved in any discussions York. "l Just don't belleve they are anywhem
hon global settlement of claims against another While neither company manufactuied the near properly mserved” Fob. 17 Price P E Div Yold H_g:”_e:
implant maker, Mentor Corp ~_implants, 3M acquired breast im&lant habilities Resolving the coverage disputes quicklécompani_es pence 1pence Y% pence perce
Mentor is the only company stll producing through its ownership of McGhan Medical would certamly be m everyone's best mterest, Comml Union 648 21 6 30 6 + 7 648-64,1
the products, but only for use m controlled Corp from 1977 to 1984, and GE sold raw mll- Dow Coming's Mr Jenlans observed "These Genl Acc,dent 693 -4 2 34 4 5 0 693-660
clinical studies (Bl, Aug 23,1993) The Santa cone to implant makers from 1972 to 1976 legal costs are only adding to the ulbmate cost Gdn Royal Exch 240 45 94 59 242-23-
Barbara, Callf, finn is seekmg coverage fr,om Neither GE nor 3M are suing their hability of a settlement " :"yi“ sSre-=res o 821-8a-
11 habillty insurers m a 1992 suit filed m state Insurers for coverage Part of the reason insurers have been miuc- Se8 243 981 © so=-a98%
court in Alameda County, Callf All three of the ma]or defendants m the 1111- tant to pay is the uncertainty of implant hablil- Brokers

While the plaintlffs' attorneys Involved m the gallon say they are confident they wll obtain ties, he said "But | think the progress we've Bradstock 152 17 1- 6 9- 4 5- 153-152

settlement talks have reported that Mentor's coverage to offset the cost of the settlement made is encouragmg "
settlement willl be rolled mto the larger $4 75 even though they are sparnng with Insurers m Indeed, if the ('Aqc, can be wrapped up soon,
bilhon global settlement fund, Mentor attorney vanous courtrooms around the country it wlll be the quickest resolution of a large

CE Heath 423 t63 205 TE A33-2.
Hogg Group 144 240 71 49 144-135
JIB Group 184 150 95 32 185-184

W1111am Gnffm of Brobeck, Phleger & Hamson "Although the company is currently engaged toiac tort bodily inlury case ever, accordmg to Lowndés Lmbrt 458 143188 47 94%922-f§f:'
m San Francisco says that is unlikely m coverage htigatton with certain of its insur- Mark Rosenberg, a partner with Sullwan & PWS Holdings 80 1 " 50' €2 80-77
"Mentor is settled out,"” he said Mentor'sset- ers, thecompany belleves that itwall recover at Cromwell m New York and charman of an Sedgwick Grp 182 202 75 41 185-182

tlement, he pointed out, lets women opt out least $1 bilhon of insurance and that ulttmately Amencan Bar Assn panel on toJac torts
only up front But the global proposal would it W]Il obtain substantial addihonal amounts of The parties hope to submit a settlement
let them opt out later as well Insurance," Bnstol-Meyer said a statement agreement for court approval m March |

Bi Industry Stock Report

FEB. 14,1994 THROUGH FEB. 18,1994

Steel BrlJones 116 N/M 113 97 116-116
Willis Corroon 213 2) 2 83 39 219-209

Source Philip Olsen. London* 1993 ficu-e others estimated

Weekly Year to date Annual Mi(UBh Weekly Year to date Annual Mkt./Bk
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Baldwin & Lyons Inc oTc 1575 ooo s.88 1625 1116 . o=z0 127 10 1259 1 25 Travelers Corp NYS 37 88-472 2.57 4950 2600 5141 cas 1.27 10 3335 114
Berkley W R Corp oTCc 3625 211 1069 a850 3200 559 0 40 1.10 13 28.12 1.29 Trenwick Group Inc oTc 3463 107 1065 49.75 34 50 353 oss =.5a 10 23 co 133
Berkshire Hathaway Inc NYS 1537500 -391 5 82 17800 0011800.00 1 ocoo ocoo a0 8115.28 1.89 United Fire & Casualty oTc 3850 548 694 41 00 34.75 o 108 = =1 21 290 96 133
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Frontier Insurance Group NYS 44.13 4.13 os7 5000 3672 85 oso 136 14 1633 270 Zenith National Ins NYS 2350 330 621 290 25 21.25 81 100 a s 1 7 133
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HOUF AIG'S ABILITY TO CONTROL FINANCIAL RISKS PUT
ONE AIRLINE ON A STRAIGHTER COURSE. Ap zrline'sjirst-ever energy
hedge in jet fuel, using a series offixedforfloating-rate transactions. It's no blue-54' idea but how we recently helped
a major U.S. carrier manage risk. Since the airline's in[emational operations generate a multiple-currency revenue
stream, we also act as one of its primary foreign exchange partners. And we provide primary and excess
prcpertk/casualty insumnce for its buildings and aircmft, jidelity and intemationa! insurance couerages. Products and

services for which more and more corporations are heading in AlG's direc[ion. For the definitive response to risk.

AI G VVWORLD LEADERS IN INSURANCE AIND FINANCIAL SERVICES.

AmMmerican International Group, Inc., Dept. A, 70 Pine Street, New York, NY 102 70.



